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Commentary At-a-Glance 

 
 After making a new all time high two weeks ago the NASDAQ reversed course and moved 

lower. 

 Poor economic data points to Fed waiting on raising rates. 

 Coming down to the wire on Greece yet again. 

 Economic news last week was weak as growth in the US slowed.  

 
 
Market Wrap-Up 

 
All three of the major US indexes moved lower last week and choppy market movements continued. 
This time last week the NASDAQ was celebrating having just made a new all time high; this week it 
looks to have fallen all of the way back into its most recent trading range. The charts below are of the 
three major US indexes in green with their respective wide trading ranges drawn by the red lines. The 
VIX (lower right pane below) is drawn with the index in green and the one year average level of the VIX 
drawn in red: 
 

 
 

 



After starting the week well above its most recent trading range the NASDAQ (lower left pane above) fell 
from its high tower and easily broke back through the upper edge of the trading range. The index then 
attempted to break back above the range, but fell short, ending the week 
nearly on top of the upper bound of the range. The spike over the past 
two weeks on the NASDAQ was likely due to market participants pushing 
many of the technology stocks higher on the hopes that the index would 
make a new all time high, which it did. Now it is back to reality for the 
index. The S&P 500 (upper left pane above) also recently made an 
attempt to break through the upper edge of its trading range and failed to 
do so, bouncing off to the downside. The Dow (upper right pane above) 
was the only index of the three last week that made no attempt 
whatsoever at breaking through its most recent trading range to the 
upside, sitting solidly in the middle of its trading range. While the equity 
indexes were moving around last week, so too was the VIX (lower right 
pane above) as it made a daring jump higher mid week to the average level of the VIX over the past year, 
only to fall spectacularly on Friday, giving up more than 13 percent in just the single day. At this point it 
looks like the markets will continue to move in their sideways direction as they have been for the past three 
months. 
 

 

National News 

 
National news last week was not solely focused on the earnings season; the Fed meeting and economic 
data released stole the spotlight.  The Fed held one of its FOMC meetings last week on Tuesday and 
Wednesday and released its interest rate decision on Wednesday. The Fed decided to take no action, 
leaving the Fed funds rate at between zero and 0.25 percent. This decision, however, was released just a 
few short hours after the announcement by the US Department of Commerce that the GDP for the US 
during the first quarter of 2015 grew by only 0.2 percent. This was far slower than the expected 1 percent 
growth and the fourth quarter reading of 2.2 percent. Below is a chart from Investing.com that shows the 
drop off we have seen in GDP over the past 5 months: 
 

 
 
As you can see, over the past five months the GDP figure for the US has been steadily declining. With the 
first estimate for the first quarter of 2015 being so close to zero it would not be surprising to see the revised 
figure come in even lower and potentially signal an economic contraction in the US. This data throws yet 
one more curve ball at the Fed as it tries to determine the time to start increasing interest rates in the US. 
Typically when GDP is weak the Fed would be taking the opposite policy in an effort to stimulate economic 
growth. However, with interest rates already at zero the Fed would find it very difficult to lower rates and 
stimulate the economy without some massive round of quantitative easing, much like the one the Fed 
recently finished. The other big piece of the puzzle—unemployment— will see some data updated this week 
as the government releases its final figures on the unemployment rate as well as the payroll figures for the 
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month of April. The data at least thus far seems to be signaling that the Fed will have to push back the first 
rate increase since 2008 until the last half of 2015, if the rates can even be increased at all during 2015. As 
Fed Chair Yellen keeps saying, the Fed will be data dependent and if the data is mixed, meaning 
unemployment is doing well while the economy and inflation are faltering, the Fed will side on waiting to 
increase rates as an economic slowdown is much harder to fix than a relatively normal unemployment rate. 
While all of this was going on, earnings season was also plowing ahead and the numbers continued to slide 
as they have been during the past few weeks. 
  

 

Q1 2015 Earnings Releases 
 
Last week was perhaps the busiest week for earnings announcements of the season with many well 
known companies releasing their results. Below is a table of the better known companies that released 
earnings last week with earnings that missed expectations highlighted in red, while earnings that beat 
expectations by more than 10 percent are highlighted in green: 
 

Aetna 22% Conoco Phillips 5% Lexmark International 3% Starwood Hotels 14% 

Aflac -1% Cooper Tire & Rubber -9% LinkedIn -500% Time Warner Cable -12% 

American Tower -15% Crocs pushed Marathon Petroleum 9% T-Mobile -29% 

Anthem 17% CVS Health 6% Marriott International 4% Tuesday Morning 0% 

Apple 6% Eastman Chemical 14% 
Martin Marietta 
Materials 

-22% Twitter 5% 

Aptargroup 13% Equity Residential -1% MasterCard 14% United Parcel Service 3% 

Arrow Electronics 1% Exxon Mobil 46% Mylan pushed United States Steel -127% 

Ball -13% Ford Motor -8% New York Times 38% Valero Energy 7% 

Big 5 Sporting 
Goods 

27% General Dynamics 10% Northrop Grumman -5% VF 0% 

BorgWarner -7% Gilead Sciences 4% Owens & Minor 0% Visa 2% 

Buffalo Wild Wings -8% 
Goodyear Tire & 
Rubber 

20% Panera Bread -2% Waste Connections 0% 

Cardinal Health 3% GoPro 38% Pfizer 2% Waste Management 0% 

Chevron 85% Helen of Troy 32% Phillips 66 8% Western Digital -3% 

Clorox -2% Humana -3% Public Storage -2% Weyerhaeuser -30% 

Coach 3% International Paper 9% Rent-A-Center 4% Whirlpool -14% 

Colgate-Palmolive 0% J & J Snack Foods 3% Revlon pushed Wynn Resorts -49% 

Columbia 
Sportswear 

6% Kraft Foods Group 6% Sally Beauty pushed Xcel Energy -8% 

 
There was not much to note last week in terms of individual earnings with the majority of companies 
announcing earnings that were very close to expectations. If, however, a company did not release 
something close to expectations the company was more likely to have fallen short of expectations than to 
have beaten expectations, as noted by the large number of red highlights above when compared to green. 
The biggest miss of the week was LinkedIn as the company completely fell short of expectations. To make 
matters worse, LinkedIn had its earnings results leaked a few hours before they were supposed to be 
released, resulting in the stock being halted by the stock exchange. 
 
According to Factset Research, we have now seen 360 (72 percent) of the S&P 500 companies release 
their results for the first quarter of 2015. Of the 360 that have released, 71 percent have met or beaten 
earnings estimates, while 29 percent have fallen short of expectations. So far this earnings season we have 
been seeing a steady slide on the percentage of companies that have beaten earnings estimates with the 
figure initially being 77 percent and now being at 71 percent. When looking at revenue, of the companies 
that have reported, 46 percent of the companies have beaten estimates while 54 percent have fallen short. 
The percentage of companies beating revenue expectations is far more important than the earnings beat 
percentage as revenues are the top line of a company’s income statement and not subject to as much 
financial wizardry as the other reported numbers. As we near the three quarter mark for earnings season for 
the first quarter of 2015, the quarter has been below expectations in many ways, but not by as much as it 
could have been given all of the headwinds that corporate America had to deal with during the quarter. 



 
This week is the busiest week of earnings season with more than 1,800 companies set to report their 
earnings for the first quarter of 2015. However, many of the companies releasing earnings are 
companies that many people have never heard of. This is because they are either very small or foreign 
with a US listed stock. Below is a table of the better known companies that will release their earnings 
this week, with the releases that have the most potential to impact the markets highlighted in green: 
 

3D Systems  Estee Lauder  Noble Energy 

Allstate  Groupon  Noodles & Co 

AOL  Hain Celestial Group  Office Depot 

Aqua America  Hyatt Hotels  Papa John's 

Archer Daniels Midland  
Jack Henry & 
Associates 

 South Jersey Industries 

Avis Budget Group  Kate Spade  Sprint 

Babcock & Wilcox  Kellogg  Sprouts Farmers Market 

Bloomin' Brands  
Keurig Green 
Mountain 

 Sturm Ruger 

Church & Dwight  Loews  Tesla Motors 

Comcast  Marathon Oil  Tyson Foods 

Crocs  Metlife  Walt Disney 

DIRECTV  MGM Resorts  WebMD Health 

Electronic Arts  
Molson Coors 
Brewing 

 Wendys 

Energizer  News Corp  Whole Foods Market 

 
Whole Foods will be in the spotlight this week as the results from the first quarter of its efforts to get away 
from the stigma of being “whole paycheck” is now in the books and the results may show a bit of a downturn 
in business. Walt Disney will likely see a strong quarter as it continues to ride on the coat tails of its 
blockbuster Frozen. Hyatt Hotels will be watched to see if it is seeing any decline in foot traffic after the poor 
reading on consumer confidence that came out last week. Tesla Motors will also be closely watched as it is 
currently the darling of the technology sector as it continues to reach into the automotive space and is now 
branching into the battery market, both commercial and residential. 
 

 

International News 

 
There were not many new developments in the international news last week as the economic situations 
around the world seemed to continue moving forward. One situation that did change a little last week 
concerned oil and Iran. Iran captured a cargo ship that was sailing in the Strait of Hormuz on Tuesday in 
what it is saying is a “commercial issue,” not a political or security 
statement. The ship was being operated by Maersk, a Danish 
company, and was flagged out of the Marshall Islands. Needless to 
say, the US and the rest of the world certainly do not believe that the 
capturing of the ship was for anything other than to demonstrate how 
effectively Iran can control the vital shipping lane if it would like to. In 
response to the incident the US announced that it is sending an 
aircraft carrier and a guided missile destroyer to the area to “observe” 
the handling of the situation by the Iranians. The US has also 
announced that it will offer the navy to provide safe passage of ships 
moving through the shipping lane to ensure that there are not more 
unfortunate “commercial issues” with Iran. This news made the oil market very uneasy as a large 
percentage of oil from the Middle East regions travels through the narrow and relatively shallow waters of 
the strait. If the situation dissipates oil prices will likely fall as the “war in the Middle East premium” would 
likely be removed from the price per barrel. The other situation everyone is watching involves Greece. 
 
Greece continues to make headlines as it pushes closer and closer to major payment deadlines, with the 
next payment being a large one to the IMF, which is due on Wednesday this week. The country has already 
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asked every quasi government entity to turn extra cash into the central bank and it has received some cash 
and has made payments to government workers and pensioners. With a payment due to the IMF to the tune 
of 400 million Euros, there are a lot of questions as to whether Greece has the funds. Odds are that Greece 
will find the cash at the very last minute, which would be Tuesday. If Greece fails to make the payment it 
does not mean things will spiral out of control quickly. The IMF would send a demand of payment notice. If 
no payment has been received two weeks later, the IMF will send a demand of full payment of the loan 
(Greece will certainly not have the funds for this). At this point Greece would technically be labeled as in 
default. This labeling does not happen quickly, but after it does other creditors start to pull clauses from their 
contracts and the pay in full demand notices sent to Greece really start to add up quickly. One of the 
unknown questions is whether the European Central Bank (ECB) will stand by the Greek banks and 
continue to fund them with Euros or if the ECB will pull the plug on lending to the banks. If the ECB keeps 
lending, the situation for the average person in Greece while the country is in default will likely not change 
much. If the ECB stops lending, there would likely be a run on the banks as depositors try to pull as many 
Euros from their accounts as they can. This would in turn cause the banks to fail and the Greek government 
would have to freeze all bank accounts. This is certainly not the route voters thought it would come to when 
they elected the current government just a few short months ago. The international financial markets would 
largely remain unaffected, as Greece is such a small economy without many large ties to anything. The 
Euro might benefit as it may increase in value if Greece for one reason or another is forced onto another 
currency, as the weakest link in the Euro system would be broken. 
 

 

Market Statistics 

 

Equities  
 
In keeping with the trend of moving up one week only to move lower the following week, last week was 
no exception as the three major US indexes moved lower after a strong showing two weeks ago. 
 

Index Change Volume 

Dow -0.31% Above Average 

S&P 500 -0.44% Above Average 

NASDAQ -1.70% Above Average 

 
The NASDAQ was by far the weakest of the major indexes, as was expected since the index had recently 
been pushed far too high for the given economic environment so that it could finally make a new all time 
high over the technology bubble level seen 15 years ago. After making the said high some of the steam let 
out of the index as it moved noticeably lower at a much faster pace than the other two indexes last week. 
The NASDAQ now looks to be in equilibrium when compared to the other two indexes, so we will likely not 
see such outsized performance going forward in the short term.  
 
When looking at sectors, the following were the top 5 and bottom 5 performers over the course of the 
previous week: 
 

Top 5 Sectors Change  Bottom 5 Sectors Change 

Semiconductors 2.04%  Biotechnology -5.42% 

Basic Materials  1.64%  Pharmaceuticals  -4.75% 

Natural Resources 1.53%  Healthcare Providers -4.40% 

Energy 1.30%  Medical Devices  -3.52% 

Oil & Gas Exploration  1.26%  Real Estate -2.88% 

Three of the top five sectors this week were in the bottom five sectors last week, in a true indication of just 
how much rotation and change we are seeing at all levels of the markets. Some of the movements we are 
seeing have to do with earnings announcements as a few bellwether companies in relatively small sectors 
of the market can really move the sector as a whole. Semiconductors are a prime example of this as last 
week a few key semiconductor companies really set the sector as a whole moving higher. On the downside 



last week, several of the top performing sectors of the markets over the past few months had tough weeks, 
most noticeably healthcare, biotechnology and pharmaceuticals. All three sectors moved lower last week 
after being some of the main driving forces behind the NASDAQ moving up as much as it did over the past 
two months.  

Fixed Income  

Fixed income trading around the world once again made a noticeable impact on the US fixed income 
market: 

Fixed Income Change 

Long (20+ years) -3.93% 

Middle (7-10 years) -1.70% 

Short (less than 1 year) 0.00% 

TIPS -0.98% 

 

With the poor reading on GDP, the speculation about when the Fed will start to increase interest rates was 
as rampant as ever, but for the most part the time for this increase is seemingly being kicked further and 
further out. The trend last week was for bond prices to move lower as yields increased here in the US, a 
result of the strong demand for US fixed income ahead of uncertainty surrounding Greece’s ability to make a 
large IMF payment. The best performing currency globally last week was the Euro, which increased by 2.98 
percent as investors changed course and moved back in to the Euro after moving heavily out two weeks 
ago. The weakest performing currency last week was the Japanese Yen, which turned in the worse 
performance of any of the major currencies last week, giving up 1.12 percent against the US dollar. The 
currency markets have recently been very active as large international investors try to hedge some of their 
positions while taking advantage of others, all while trying to guess what central banks around the world will 
do with their policies. 

Commodities 
 
Commodities overall were mixed last week as oil made it three weeks in a row of advances: 
 

Metals Change 

Gold 0.33% 

Silver 2.72% 

Copper 7.33% 

 

Commodities Change 

Oil 3.50% 

Livestock 0.55% 

Grains -1.59% 

Agriculture -1.48% 

 
The overall Goldman Sachs Commodity Index turned in a gain of 2.22 percent last week as oil rallied for the 
third week in a row, gaining 3.50 percent. Oil is now up close to 14.5 percent over the course of the past 
three weeks with much of the move being due to uncertainty surrounding the situation in several Middle 
Eastern countries; the latest situation involving Iran, as mentioned above in the International section of this 
commentary. Metals were all positive last week with Copper seeing the largest single week gain that we 
have seen since December of 2011 as the industrial metal gained 7.33 percent. Soft commodities were 
mixed last week as Grains moved lower for the second week in a row along with Agriculture, while Livestock 
bucked the trend and moved upward by 0.55 percent.  
 

International Performance 
 
On the international front, the only region of the world that saw positive performance was China. The best 
performing index last week was the Shanghai based Se Composite Index, which gained 1.09 percent. The 
lowest performing index last week was found in Sweden and was the Stockholm based OMX Stockholm 30 
Index, which gave up 4.15 percent.  
 



 

Volatility 

While the VIX only moved a little last week relative to how much it had been moving over the past few 
months, it continued the pattern of moving lower one week only to come back and move higher the next. 
Last week it was the VIX’s turn to move higher and it did so by gaining 3.34 percent. This choppy volatility 
on the VIX is directly correlated to the choppy trading we have been seeing in the financial markets in 
general and it does not look like it will end any time soon. The VIX would have been about 13 percent higher 
had it not been for the drastic decline on the VIX as the market advanced on Friday. The VIX is currently 
near the lower end of its recent range, but if the trend continues it should move higher this week. At the 
current level of 12.70 the VIX is implying a move of 3.67 percent over the course of the next 30 days. As 
always, the direction of the move is unknown. 

Performance 

For the trading week ending on 5/1/2015, returns in FSI’s hypothetical models* (net of a 1% annual 
management fee) were as follows: 

 Last Week YTD 

Aggressive Model -1.00 % 1.03 % 

Aggressive Benchmark -0.69 % 4.55 % 

Growth Model -0.92 % 0.38 % 

Growth Benchmark -0.54  % 3.58 % 

Moderate Model -0.64 % 0.12 % 

Moderate Benchmark -0.38 % 2.59 % 

Income Model -0.54 % 0.32 % 

Income Benchmark -0.19 % 1.34 % 

 
*Model performance does not represent any specific account performance but rather a model of holdings based on risk 
levels that are like our actual holdings, the hypothetical models are rebalanced daily to model targets. 

 
Over the course of the previous week we made a few changes to our models. Our first change was to 
close out our positions in the US dollar, as the weakness we have been seeing recently looks like it 
could persist, as speculation about the US Fed moves around the currency markets. Our second 
change last week was to add to a few equity positions as they turned around late in the week. The 
positions we added to were healthcare and electronics. We currently still maintain a high amount of 
cash in our lower risk models, while being nearly fully invested in our higher risk models. Oil and Energy 
continue to be the sectors of the market we are watching closely for a potential first step into an 
investment. 

 

 

Economic News 

 
Week in Review 
 
Last week was a busy week for economic news releases with the focus of the week being on the US 
consumer. There were two releases that missed market expectations by a significant amount 
(highlighted in red below) and no releases that significantly beat market expectations to the upside: 
 
 
 
 
 
 
 
 



 

Economic 

Impact 
Date 

Economic News 

Release 
Date Range Actual Expectation 

Neutral 4/28/2015 
Case-Shiller 20-City 

Index 
February 2015 5.00% 4.70% 

Negative 4/28/2015 Consumer Confidence April 2015 95.2 102.2 

Negative 4/29/2015 GDP-Adv. Q1 2015 0.20% 1.10% 

Neutral 4/29/2015 Pending Home Sales March 2015 1.10% 1.60% 

Neutral 4/29/2015 FOMC Rate Decision April 2015 0.25% 0.25% 

Neutral 4/30/2015 Initial Claims Previous Week 262K 290K 

Neutral 4/30/2015 Continuing Claims Previous Week 2253K 2318K 

Slightly Negative 4/30/2015 Personal Income March 2015 0.00% 0.20% 

Neutral 4/30/2015 Personal Spending March 2015 0.40% 0.50% 

Neutral 4/30/2015 PCE Prices - Core March 2015 0.10% 0.20% 

Slightly Positive 4/30/2015 Chicago PMI April 2015 52.3 50 

Neutral 5/1/2015 ISM Index April 2015 51.5 52 

Neutral 5/1/2015 
University of Michigan 
Consumer Sentiment 

Index 
April 2015 95.9 96 

Data for table from Econoday.com, Bloomberg and Yahoo Finance 

 
Last week started on Tuesday with the release of the Case-Shiller 20-City Home Price index for the month 
of February, which came in at 5 percent, slightly ahead of the expected 4.7 percent. This release, however, 
was overshadowed by a poor print on consumer confidence, which was expected to come in at 102.2, but 
instead only registered a 95.2 reading. This is on par with what we had been seeing out of the spending 
figures and some of the other economic data points released earlier during the month, but it was still far 
below even the lowest estimates. On Wednesday, just before the conclusion of the Fed meeting, the 
advanced estimate of the first quarter GDP figure for the US was released and came in at a 0.2 percent 
reading (a far cry from the expected 1.1 percent). As mentioned above, this print could cause a bit of a 
problem for the Fed going forward when it tries to increase interest rates. Also released on Wednesday, but 
largely ignored, was the pending home sales figure for the month of March, which came in slightly lower 
than expected at 1.1 percent rather than the anticipated 1.6 percent. On Thursday the standard weekly 
employment related figures were released and both came in better than expected, but not by enough for the 
markets to really take notice. Personal income and spending were also released with both disappointing with 
income flat and spending increasing by less than expected. Prices as measured by the PCE Core Price 
Index showed little movement during March, adding further to the pickle that the Fed finds itself currently in 
with its dual mandate. The one release of the week that was slightly positive was released on Thursday, with 
the Chicago PMI coming in slightly better than expected. Wrapping up the week on Friday were the ISM 
Index and the University of Michigan’s Consumer Sentiment Index figures, both for the month of April and 
both coming in slightly below expectations, but not by enough to cause alarm in the financial markets. 
 

Upcoming Releases 
 
This week is a relatively slow week for economic news releases, with the focus of the releases being on 
the employment market in the US. The releases highlighted below have the potential to move the overall 
markets on the day they are released:  
 
 
 
 
 
 
 
 
 
 



 

Date Release Release Range Market Expectation 

5/4/2015 Factory Orders March 2015 2.10% 

5/5/2015 ISM Services April 2015 56.40 

5/6/2015 ADP Employment Change April 2015 189K 

5/7/2015 Initial Claims Previous Week 280K 

5/7/2015 Continuing Claims Previous Week 2300K 

5/7/2015 Consumer Credit March 2015 $16.0B 

5/8/2015 Nonfarm Payrolls April 2015 213K 

5/8/2015 Nonfarm Private Payrolls April 2015 205K 

5/8/2015 Unemployment Rate April 2015 5.40% 

Data for table from Econoday.com, Bloomberg and Yahoo Finance 

 
This week starts off on Monday with the release of the Factory Orders data for the month of March, which 
will likely miss expectations as the GDP print last week was so poor you would think there would be some 
carry over. On Tuesday the Services side of the ISM Index is set to be released with expectations of a slight 
uptick above expectations in line with what we saw from the overall ISM Index late last week. On 
Wednesday the start of the employment data is set to be released with the ADP Employment Change index 
for the month of April, which is expected to show an increase in total jobs in the US of about 189,000. On 
Thursday the standard weekly unemployment related figures are set to be released with both figures 
expected to be slightly higher than they were last week. On Friday the big releases of the week are set to be 
released with the nonfarm public and private payrolls figures as well as the overall unemployment rate in the 
US, as measured by the US government. Both of the payroll figures are expected to show a reading just 
over 200,000, while the overall unemployment rate is expected to decline from 5.5 percent in March down to 
5.4 percent in April. If this comes to fruition it will be just one more thing that could cause an issue for the 
Fed as the full employment part of its dual mandate seems to be well ahead of its price target set for the 
price stability mandate. 
 
  

Fun Fact of the Week – Iranian flag 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The current Iranian flag was adopted in 1980 and has three equal horizontal bands of green, 
white, and red. Green is the color of Islam and represents growth, white symbolizes honesty 
and peace, and red stands for bravery and martyrdom. Centered in the middle white band is 
the stylized representation of the word “Allah” and the phrase La ilaha illa Allah (“None is 
worthy of worship but Allah”) in the shape of a tulip. Along the inner edges of the green and 
red bands are 22 copies of the phrase Allahu Akbar (“God is great”). 
 
Source: Pohl, Kathleen. 2008. Looking at Iran (Looking at Countries). Pleasantville, NY: Gareth Stevens Publishing 
 

 



Have a great week! 
Peter Johnson 
 
“A referral from a client is a tremendous compliment and a huge responsibility that can never be taken 
lightly” 
 
If you would like to unsubscribe to this weekly commentary just let me know. 
 


