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Commentary At-a-Glance 

 
 The US markets were down last week, pushing back into their respective trading ranges. 

 The revised estimate of first quarter GDP was released last week and was very negative. 

 Will Greece miss a payment this week? Who cares! 

 Economic news last week came in slightly below market expectations.  

 
 
Market Wrap-Up 

 
With last week having a market holiday on Monday it was no wonder that trading was light and the 
markets seemed to be searching for anything to give them direction. Ultimately, the indexes ended the 
week right back down in the trading ranges they have been stuck in for the majority of 2015, with no 
more clarity of what is to come than we had going into the week. The charts below are of the three major 
US indexes in green with their respective 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: 
 

 
 

 



From a technical standpoint the charts above show the NASDAQ (lower left pane above) as being the 
strongest of the three main indexes with the S&P 500 (upper left pane above) coming in at a very close 
second. The Dow (upper right pane above) is the weakest of the major indexes as it is trading below the half 
way point of its most recent trading range. With the declines seen across the board last week it looks like 
the recent rally that started in early May has come to an end with all three of the indexes now back down in 
their trading ranges. Moving more into summer we will likely see the indexes continue to search for 
direction, with the chance of a meaningful correction ever growing as we have not had a significant 
correction in the markets for more than two years, which history would tell us makes it long overdue. While 
the markets were moving lower last week the VIX was not as it increased by more than 14 percent off of the 
lowest point we have seen so far during 2015. 

 
 

National News 

 
The national news last week 
focused on two main topics: 
the weakness being seen in 
the US economy and the end 
of earnings season. Last week 
the government revised its first 
quarter GDP figure from 0.2 
percent down to -0.7 percent 
for the quarter. This is a major 
revision that made an initially 
weak figure look even worse 
now.  With such a negative 
print on GDP it is hard to see 
how the Fed could start to 
increase interest rates any 
time soon as we are not currently experiencing a strong US economy.  The chart to the right from 
investing.com shows the past two years of GDP releases. You may notice that the current bar looks almost 
exactly the same as this time last year, when the winter weather was also blamed for causing a slowdown in 
the US economy.  Last year the third and final revision was even lower than the second revision so we will 
have to wait and see if this is the case this time around or not. From the data that has been released it looks 
like the second quarter of 2015 will show a rebound in the US economy, but we will still likely be growing at 
a slower pace than this time last year when GDP shot up to near four percent. 

 

Q1 2015 Earnings Releases 
 
Retailers were the focus of the earnings releases last week and their results were mixed. Below is a 
table of the better known companies that released earnings last week with earnings that missed 
expectations being highlighted in red while earnings that beat expectations by more than 10 percent are 
highlighted in green: 
 

Autozone 50% Express 57% Seadrill 39% 

Big Lots 2% Flowers Foods -3% Splunk -14% 

Costco Wholesale 2% Popeyes Louisiana Kitchen 9% Tiffany & Co 17% 

DSW 9% Sanderson Farms -11% Toll Brothers 0% 

 
Higher end retailers seemed to fare better last week, as illustrated by the results from Tiffany & Co and 
Express when compared to the discount retailers such as Big Lots and DSW. One company that 
disappointed last week was Splunk, a darling of the big data and cloud based computing industry. 
Expectations had been for a loss of $0.49 per share and they posted a loss of $0.56, despite adding 450 
new customers during the quarter and now claiming to be working with 80 of the Fortune 100 companies in 
the world. On the US housing market front, Toll Brothers, one of the largest builders of luxury homes in the 
US, posted a quarter that was in line with expectations, despite the strong performance in the US housing 
market we saw during the quarter. 
 



According to Factset Research we have now seen 494 (99 percent) of the S&P 500 companies release their 
results for the first quarter of 2015. Of the 494 that have released, 71 percent of them have met or beaten 
earnings estimates while 29 percent have fallen short of expectations. This percentage of companies 
beating expectations on earnings per share was unchanged over the course of the previous week as we are 
all but officially done with earnings announcements for the first quarter of 2015. When looking at revenue of 
the companies that have reported, 45 percent of the companies have beaten estimates, while 55 percent 
have fallen short. This 45 percent of companies also held steady when compared to last week as is 
expected this late towards the end of the reporting season. When looking at historical data, the percentage 
of companies that have beaten revenue estimates is 58% over the last five years so this quarter’s 45 
percent is significantly below the five year average. Forward guidance for the second quarter of 2015 
changes by one on both negative and positive guidance with 75 companies, according to Factset, having 
issued negative guidance while 28 companies have issued positive forward guidance for the next quarter. 
While these numbers may seem a little concerning at first glance they should not as companies are 
notorious for guiding earnings way down so they can easily beat those depressed expectations. 
 
This week pretty much wraps up earnings announcements for the first quarter of 2015 as all of the 
remaining S&P 500 component companies release their results. 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 overall markets highlighted in green: 
 

Conns  Hooker Furniture  Medtronic 

Diamond Foods  IDT  Michaels Companies 

Dollar General  J M Smucker  Sears 

GUESS?  Joy Global  Zoe's Kitchen 

 
If this week follows what we have been seeing over the past few weeks from retailers, we will likely see the 
lower end retailers such as Dollar General release earnings that are in line with expectations, while some of 
the higher end retailers such as Hooker Furniture and Guess should beat expectations. Sears is always an 
interesting company to watch since it is run by a hedge fund manager who ended up buying enough shares 
of the company a few years back to take control. The integration of Kmart never really worked out and the 
company is now more of a real estate play than a retailer, but it is one that Wall Street enjoys watching as it 
struggles along. 
 

 

International News 

 
International news last week was somewhat amusing as there were a 
number of stories that made headlines, some that we have heard 
before and others that were brand new. Russia made headlines early 
during the week as President Putin announced a surprise military drill 
in the same area as the NATO training exercises that had been 
planned to take place for more than a year. As always, Russia had to 
flex its military might, so while the NATO exercise had about 4,000 
participants, the Russian exercise had 12,000 participants. While 
there was no chance of any conflict occurring between the two sides 
during these games the financial community reacted negatively to Russia, sending the main Russian stock 
market down by more than 6 percent. Elsewhere in the world last week FIFA was coming under fire for 
corruption in a very large scale pay to play scheme that made many headlines during the middle of the 
week. 
 
FIFA (The Fédération Internationale de Football Association) is the international governing body for Football 
as it is known everywhere other than the US where we call the sport soccer. The organization came under 
fire last week by the FBI as well as several other law enforcement groups around the world. Several high 
ranking members of FIFA were arrested in Switzerland ahead of the vote for FIFA President held on Friday. 
The accusations are that countries paid millions in bribes to secure having the World Cup be played in their 
countries. Russia also played a role in this story as President Putin said the US should mind its own 
business when it comes to football. This is because Russia “won” the 2018 World Cup, but it now looks like 
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Russian exercise had 

12,000 participants. 



Russia probably just paid the highest amount of money to secure the 
World Cup coming to Russia. The impact from the scandal with FIFA 
could roll over to the global financial markets in the form of more 
banking oversight. If it is found that any of the major international 
banks handled the transfer of payments between countries and FIFA 
they could find themselves in the middle of investigations that could 
have far reaching impacts. So far it looks like Barclays will take much 
of the fall as it dealt the most with FIFA. The other major impact the 
FIFA scandal could have on business concerns the advertising 
industry as advertising at the World Cup is almost as lucrative as 
advertising at the Olympics or the Super Bowl. Coca-Cola, Visa and 
McDonalds are three of the biggest names with a lot at stake in the 
World Cup, so it will be interesting to see how they react in the coming weeks to the allegations. 
 
Greece made international news headlines again last week as it looks like the country is once again rooting 
around in the couch to find more loose change to pay the IMF. Greece owes about 1.6 billion Euros to 
European creditors over the next few weeks with the first of the major payments, being a 400 million Euro 
payment to the IMF, due on June 5th. Throughout the week last week there were very conflicting stories 
about how the negotiations were going. The Greek finance minister kept saying a deal was very close and 
they were for sure going to get it done in time. The rest of the Europeans and the IMF, however, said a deal 
was not close and it looked unlikely that anything would be agreed to prior to the deadline passing. We have 
all seen this play out time and time again with Greece; both sides posturing to make themselves look good 
while in the end they come together and Europe gives more money to Greece. At some point something is 
going to be missed or a deal will not be struck, but there does not appear to be any more reason for that 
time to be now than it has been any of the previous times. 
 

 

Market Statistics 

 

Equities  
 
All three of the major US indexes moved lower over the course of the shortened trading week last week 
as fears over Europe and a slowdown in the US economy weighted heavily on investors’ minds. Volume 
was light, as expected, but volume was still light when looking at just the 4 days the markets were open 
last week compared to the previous four trading days’ average volume. 
 

Index Change Volume 

NASDAQ -0.38% Below Average 

S&P 500 -0.88% Below Average 

Dow -1.21% Below Average 

 
Energy was the primary driver of the poor performance last week as oil continued to slide as supply 
increased globally. As we move fully into the summer months it would not be surprising to see the markets 
continue to move in a sideways direction searching for direction and hanging on various news stories.  
 
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 3.62%  Oil & Gas Exploration  -2.46% 

Healthcare Providers 1.29%  Energy -2.43% 

Pharmaceuticals  1.23%  International Real Estate -2.37% 

Technology 0.76%  Natural Resources -2.35% 

Telecommunications 0.47%  Transportation -2.01% 
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High technology and healthcare had a strong week last week thanks in large part to merger and acquisition 
deals that were announced during the week, as the industries that are flush with cheap cash are starting to 
put more and more of it to work. The deal everyone seemed to be talking about was the announcement by 
Avago Technologies that it will buy Broadcom Corp for $37 billion, in what will amount to the largest high 
technology buyout deal ever. Both companies are chip makers producing many chips in personal 
electronics, such as smart phones and computers. On the flip side, negative sectors last week primarily 
consisted of sectors with exposure to the oil industry as oil moved notably lower.  

Fixed Income  

The US fixed income market was positive last week as global fixed income investors continue to speculate 
as to when the Fed will enter liftoff mode in the US with interest rates given the poor economic data released 
during the week last week: 

Fixed Income Change 

Long (20+ years) 1.92% 

Middle (7-10 years) 0.72% 

Short (less than 1 year) 0.00% 

TIPS 0.25% 

 

The US dollar made it two weeks in a row of gains last week, gaining 0.71 percent against a basket of 
international currencies. Much of the rally in the US dollar appeared to be due to the continued uncertainty 
surrounding the situation in Greece and Europe as the clock continued to tick down for the Greeks to come 
up with 400 million Euros to make a payment to the IMF on the 5th. The Euro was the worst performing of 
the major global currencies, giving up 3.91 percent against the value of the US dollar. The strongest 
performing currency of the major global currencies was the Swiss Franc, which gained 0.40 percent against 
the value of the US dollar. The weakest of the global currencies last week was the Australian Dollar, which 
fell by 2.29 percent against the value of the US dollar after commodities globally slid during the course of the 
week. 

Commodities 

Livestock was the only commodity that did not move noticeably lower last week as all of the other major 
commodities turned in a very trying week: 

Metals Change 

Gold -1.30% 

Silver -2.14% 

Copper -2.71% 

 

Commodities Change 

Oil -3.42% 

Livestock 0.00% 

Grains -2.95% 

Agriculture -1.80% 

 
The overall Goldman Sachs Commodity Index turned in a loss of 1.03 percent last week with oil being the 
primary driver of the decline. The downward move in oil was due to an oversupply and concerns that a 
supply meeting being held at the end of this week could lead to even more oversupply on a global level. 
Metals were all lower last week with Gold giving up 1.30 percent, while Silver fell 2.14 percent and Copper 
declined for the second week in a row by 2.71 percent. Soft commodities were mixed last week with 
Livestock turning in a zero percent change, while Grains fell nearly three percent and Agriculture fell almost 
two percent.  
 

International Performance 
 
On the international front the Australian market moved to the top of the list with the Sydney based All 
Ordinaries Index gaining 1.88 percent over the course of the previous week. This positive performance in 



Australia comes despite the weakness that was seen in much of the commodity markets last week; 
commodities are the main exports for Australia. The Russian market once again moved to the bottom of the 
list last week with the Russian Capped Index falling by 6.31 percent after Russian President Putin ordered 
the largest surprise military exercise of the year to take place during the middle of the week; the same time 
as a much smaller NATO military exercise was also taking place. 
 

Volatility 

Last week we finally saw a move in the VIX with the VIX jumping more than 14 percent over the course of 
the week, moving off the lowest point of the year on Tuesday with a strong rally. Could this be the markets 
finally taking notice that the situation in Greece is very tenuous? Perhaps, but the VIX is still running 
significantly below the average level we have seen over the past year so it is unlikely to be factoring in the 
situation in Greece falling apart. At the current level of 13.84, the VIX is implying a move of 3.99 percent 
over the course of the next 30 days. As always, the direction of the move is unknown. 

Performance 

For the shortened trading week ending on 5/29/2015, returns in FSI’s hypothetical models* (net of a 1% 
annual management fee) were as follows: 

 Last Week YTD 

Aggressive Model -0.71 % 1.31 % 

Aggressive Benchmark -1.39 % 3.77 % 

Growth Model -0.54 % 0.59 % 

Growth Benchmark -1.08  % 2.98 % 

Moderate Model -0.35 % 0.23 % 

Moderate Benchmark -0.77 % 2.17 % 

Income Model -0.29 % 0.23 % 

Income Benchmark -0.39 % 1.14 % 

 
*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. 

 
We made no changes to our models over the course of the previous week. We remain almost fully 
invested across our models, but we are invested in assets that should be significantly less volatile than 
the overall market. Energy remains one of the most interesting potential investment opportunities as it 
has come down so much over the past nine months, but the industry looks poised to move down a bit 
more prior to moving higher. The OPEC meeting held later this week may shed a little more light on the 
situation as far as the supply that the cartel will supply to the world over the coming months; this 
information could push oil prices even lower, creating an even better buying opportunity. 

 

 

Economic News 

 
Week in Review 
 
Despite last week being a holiday shortened trading week, there were numerous economic news 
releases released during the four trading days of the week. There was one release that missed market 
expectations by a significant amount and one that is significantly negative (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 5/26/2015 Durable Orders April 2015 -0.50% -0.60% 

Slightly Positive 5/26/2015 
Durable Goods -ex 

transportation 
April 2015 0.50% 0.30% 

Neutral 5/26/2015 
Case-Shiller 20-city 

Index 
May 2015 5.00% 4.60% 

Neutral 5/26/2015 New Home Sales April 2015 517K 510K 

Neutral 5/26/2015 Consumer Confidence May 2015 95.4 94 

Neutral 5/28/2015 Initial Claims Previous Week 282K 274K 

Neutral 5/28/2015 Continuing Claims Previous Week 2222K 2250K 

Slightly Positive 5/28/2015 Pending Home Sales April 2015 3.40% 1.00% 

Negative 5/29/2015 GDP - Second Estimate Q1 2015 -0.70% -0.70% 

Negative 5/29/2015 Chicago PMI May 2015 46.2 53 

Neutral 5/29/2015 
University of Michigan 
Consumer Sentiment 

May 2015 90.7 89 

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

 
Last week started out on Tuesday with the release of the Durable goods orders for the month of April. 
Orders both including and excluding transportation came in very close to market expectations and therefore 
had little impact on the overall markets. Also released on Tuesday were two US housing data points, those 
being the Case-Shiller 20-City Home Price index for May and the new home sales figure for the month of 
April. The Case-Shiller index indicated that home prices in the US appreciated by 5 percent on an annual 
basis between May of 2014 and May of 2015. New home sales came in at more than 500,000 units, which is 
a fairly strong showing given the time of year. Later during the day on Tuesday the US government released 
its estimation of consumer confidence for the month of May and it indicated that confidence increased 
during the month. This is almost the total opposite of what the other confidence surveys and indexes have 
been showing and leads some to wonder about the validity of the figure. On Thursday the standard weekly 
unemployment related figures were released with initial jobless claims coming in slightly higher than 
anticipated and continuing jobless claims coming in slightly lower than expected, thus having an offsetting 
impact on each of the releases. Later on Thursday the pending home sales figure for the month of April was 
released with the figure showing an increase of 3.4 percent, while expectations had been for only 1 percent. 
Pending home sales are less important than actual home sales, but it is still nice to see the number moving 
in the correct direction. On Friday we had two very bad releases, those being the second estimate for first 
quarter GDP in the US and the Chicago PMI. GDP was revised down from 0.2 (first estimate) all of the way 
down to a negative 0.7 percent for the first quarter of 2015. This contraction in GDP was blamed in part on 
the wild weather we saw over much of the east coast. It is troubling that the US economy was so weak that 
weather could push us all of the way into a contraction. The second negative release of the day was the 
Chicago area PMI, which provides a glimpse into the Chicago area manufacturing industry, and the glimpse 
was not positive. Expectations were for a slight increase from 52.3 up to 53 over the course of May, but 
instead the index fell back below 50, signaling a contraction with a reading of 46.2. This is the third month 
out of the past four that we have seen manufacturing in the greater Chicago area contract, a sign of 
economic weakness in a region that never has fully recovered from the Great recession of 2008. Wrapping 
up the week last week was the release of the University of Michigan’s Consumer Sentiment Index for the 
month of May (final revision). Expectations had been for a number under 90 and the reading came in at 
90.7. Typically this may be seen as positive, but in light of the other negative release of the day this release 
was overlooked by the markets. 
 

Upcoming Releases 
 
The focus of the releases this week will be on employment. The releases highlighted below have the 
potential to move the overall markets on the day they are released:  



 

Date Release Release Range Market Expectation 

6/1/2015 Personal Income April 2015 0.30% 

6/1/2015 Personal Spending April 2015 0.20% 

6/1/2015 ISM Index May 2015 51.9 

6/3/2015 ADP Employment Change May 2015 200K 

6/3/2015 ISM Services May 2015 57.1 

6/4/2015 Initial Claims Previous Week 280K 

6/4/2015 Continuing Claims Previous Week 2215K 

6/5/2015 Nonfarm Payrolls May 2015 225K 

6/5/2015 Nonfarm Private Payrolls May 2015 225K 

6/5/2015 Unemployment Rate May 2015 5.40% 

6/5/2015 Consumer Credit April 2015 $17.0B 

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

 
This week starts on Monday with the release of the latest personal income and spending figures for the 
month of April, both of which are expected to show a slight increase. I have highlighted the spending release 
as this release is more important than the income release as we need US consumers to spend money in 
order to get the economy moving forward and full speed. Also released on Monday is the ISM Index for the 
month of May, but after the poor Chicago number printed last week it seems like a lofty goal to see a 
reading of 51.9 on this release. On Wednesday the first of the employment related figures is set to be 
released, that being the ADP employment change index for the month of May, which is expected to show 
that 200,000 jobs were created during the month. The Services side of the ISM is also set to be released on 
Wednesday and will likely move in the same direction as the overall ISM index released on Monday. On 
Thursday the standard weekly unemployment related figures are set to be released with initial and 
continuing jobless claims both not expected to show much move over the levels seen last week. Friday is 
the day that everyone will be waiting for this week, as the government is set to release a lot of information. 
The biggest headline release on Friday is the release of the official unemployment rate as measured by the 
government. Expectations are for no change from 5.4 percent, which was hit back in April, but anything plus 
or minus two tenths of a percent is possible on this release. More important than the headline 
unemployment rate, however, are the payrolls figures, both public and private, which are expected to both 
show a reading of 225,000. In addition to the standard employment figures, the government also releases all 
of the other employment information such as the participation rate, various other measures of 
unemployment and under employment (such as the U6 rate). The markets will be watching a few of these 
figures much more closely than the headline figures as these underlying figures are what the Fed is 
watching in helping to determine when to start increasing interest rates. Wrapping up the week on Friday is 
the release of Consumer Credit for the month of April, which is expected to show an increase of about $17 
billion during the month, despite the lending institutions tightening their lending standards ahead of 
increasing interest rates. In addition to the scheduled economic news releases there are also five different 
Fed officials giving speeches throughout the week this week and while there will likely not be anything new 
in any of the speeches the markets still like to hang onto every word just in case. 
 
  

Fun Fact of the Week – World Cup 

 
 
 
 
 
 
 
 
 
 
 
 

The FIFA World Cup is the biggest soccer tournament in the world with over a billion people 
tuning in to watch 32 countries battle it out at different venues in the host country to lift the 
much coveted FIFA World Cup. 18 tournaments have been held since 1930. Only seven 
nations have won the prestigious World Cup. Brazil is on top of the list with 5 wins, followed 
closely by Italy and Germany with 4 and 3 wins respectively. Argentina and Uruguay have 2 
titles each and England and France have one each. 
 
Source: www.sporting99.com 

 



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. 
 


