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Commentary At-a-Glance 

 
 The US markets continued to trade in the choppy manner we have seen for the past few 

months. 

 Will they reach an agreement or will they not? This is the question surrounding Greece. 

 Fed chair Janet Yellen has spoken and did not say much. 

 Trade bill may be back on the table in Washington DC as Republicans get behind it.  

 Economic news last week, in aggregate, came in at market expectations.  

 
 
Market Wrap-Up 

 
Concerns over the fate of Greece, combined with a Federal Reserve meeting during the middle of the 
week, provided the main driving force behind what turned out to be a very choppy week for the US 
financial markets. 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 perspective, last week we went from looking pretty bad on two of the three major indexes 
to looking fairly strong on two of the three major indexes last week. The NASDAQ (lower left pane above) 
remains hands down the strongest of the three major indexes as it 
managed to break out above the upper bound of its most recent 
trading range and close out the week above the level. The S&P 500 
(upper left pane above) came roaring back technically last week, 
moving from a very negative breakdown two weeks ago to breaking 
back over the upper bound of its trading range last week; though it did 
fall back to earth on Friday, ending the week within its trading range. 
The Dow (upper right pane above) remained solidly in third place last 
week, but even it improved from a technical standpoint as the index 
moved from below to within its latest trading range by the end of the 
week. In all of the movements we saw last week, time was 
compressed a little more than normal as rumors and stories 
continually flew around about Greece striking a deal or the deal 
remaining very far out of reach. Between now and the end of the 
month there will likely be even more choppiness in the markets as everything is coming down to the wire 
with Greece. There is, however, a general lack of fear in the market that the situation will get very far out of 
hand. The easiest way to see this is to look at the current level of the VIX, which remains under its 52-week 
average level. While the chopping of the VIX has started over the past week we are still not seeing anything 
like the volatility one would expect if investors really thought Greece was going to blow out of the Eurozone 
and start the contagion that so many investors feared a few years ago. 

 
 

International News 

 
International news last week focused on the same old story that seems to have been the main story for the 
past few years—Greece. Perhaps we are nearing an end game in Greece, as the clock is quickly ticking 
towards midnight, but we have been in this position numerous times before and each and every time some 
gimmicks arrive at the last minute to save Greece from default. This time will likely be no different as there 
are several emergency meetings being held across Europe this week as both sides race to the June 30th 
deadline for Greece to make a $1.7 billion (1.5 billion euros) debt payment. There had been some hope that 
the International Monetary Fund (IMF) would extend Greece a grace period if the country doesn’t make the 
payment on time, but that thought was summarily put to rest last week as IMF Chief Christine Lagarde 
explicitly said that there will be no grace period for Greece. If no payment has been made by midnight on 
the 30th, Greece will be considered in arrears on July 1st and technically in default. In coming down to the 
wire, at this point there is really only one “Very, very last chance to get a political deal on Greece – but it 
would probably be much too late to get anything disbursed by 30 June given the need to get the parliaments 
involved," according to Bank of America. This last chance is a European Summit meeting that will be held 
on Thursday and Friday of this week. The problem, however, is that any deal would have to be ratified by 
each of the EU parliaments, a few of which are currently on holiday 
and would need to be enticed to return to work just to vote on a Greek 
deal. One other aspect of the situation in Greece that could have a 
noticeable impact on the global financial markets would be the 
potential for the country to impose capital controls to stop a run on the 
banks. Capital controls are a way for the government to limit the 
amount of money that can be pulled out of a financial institution during 
a given time period, typically a single day. Over the past few weeks we 
have been seeing capital leaving the Greek banks at a rate of about a 
billion euros per week and it has been accelerating slightly. The banks, 
however, are tapping into emergency funding from the ECB, which is 
providing the euros so that the banks can give them out. This 
emergency funding may also be coming to an end as the ECB is looking at its current rules and should it 
determine to end the lending the banks would immediately have to implement capital controls. At least, 
barring some obscure rule, this situation will largely be played out early next week and hopefully the global 
financial markets can focus on something else. 
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Russia may just end up being the something else the market decides to focus on. Russia continues to try to 
do everything it can to make life difficult for nearly everyone else. Russia may even play into the situation 
with Greece as the White House, which has stayed largely quiet on the financial situation in Greece, made a 
statement over the weekend that it would be very troubling if Greece turned to Russia for a financial bailout. 
This would be a problem for several reasons, not the least would be Russia holding a huge debt over a 
member of NATO and forming a stronger alliance with an EU member state that already does not like the 
rest of Europe. Russia, however, would gain a very strategic partner, even if it is a partnership formed in 
debt. This would be akin to the deal Russia struck with Iran a few weeks ago in which Russia agreed to sell 
63 international continental ballistic missiles (ICBMs) to the rogue country. These missiles are easily 
capable of hitting Israel as well as many other countries in the region and are nothing more than just a small 
power play in the region with Russia trying to do everything it can to make the west upset. These missiles 
are likely to be the biggest threat to the current price of oil as any movement, fueling or anything else having 
to do with the missiles in Iran will likely send the price of oil moving substantially higher due to the risk of 
Israel preemptively attacking Iran. 
 
China had a very interesting week last week seeing the main Chinese index, the Shanghai composite, fall 
more than 13 percent during the week, the largest weekly drop for the index in the past 7 years. The primary 
reason for the decline was the government in China continuing to tighten the margin levels the government 
allows investors to take on when making investments. In addition to margin tightening there were a lot of 
IPOs last week on the exchange, 25 in total, and there were fears that some of those IPOs may run into 
liquidity problems since there were so many happening nearly all at once. The biggest decliners for the 
week were the real estate companies and banking, which signals that this could be the start of a bigger 
unwinding of an index that is still up more than 100 percent since the middle of August 2014. Much of the 
driving force behind the global financial markets has been the performance of China, so the market moving 
lower could present a bit of a problem going forward if the correction does start to accelerate. 
 

 

National News 

 
National news last week focused on Washington DC as the Fed 
concluded its latest FOMC meeting and presented its rate decision and 
there was a bit of a revival of the President’s trade bill from unlikely foes 
on Capitol Hill. On Tuesday and Wednesday last week there was a 
meeting of the Federal Open Market Committee (FOMC), a subset for 
the Federal Reserve Bank Presidents. The committee meets on a 
monthly basis and decides what, if anything, should be changed in the 
Fed’s interest rate policy. This month, as expected, the Fed left interest 
rates as they have been for many years, at a range between zero and 0.25 percent. During chair Yellen’s 
press conference she made it seem like the Fed was still thinking interest rates would be able to start to 
increase this year, but answers pertaining to the exact timing and amount remain elusive. Despite weakness 
that has permeated through several areas of the US economy in the past few quarters the fact is that the US 
economy is growing, even if it’s growing slower than many people would like. Unemployment has been 
coming down, albeit because of a lack of labor force participation, and wages have even started to tick 
upward. Inflation remains stubbornly below the Fed’s target of 2 percent, but as chair Yellen acknowledged, 
that may be the case for an extended period of time. So why the need to increase interest rates? The Fed 
needs to increase interest rates so it can get a little more breathing room from the very tight spot it find itself 
in currently—being tied to a range of rates with a lower bound of zero. If the Fed increases rates and in the 
future something happens to the economy or financial markets that requires Fed action, the Fed would have 
the ability to lower interest rates. If the rates were already at zero, the Fed 
would not have the ability to lower them further. So when is the Fed likely 
to start increasing interest rates? The table to the right shows the latest 
CME Group’s Fed Watch data in terms of the odds of when an interest 
rate hike may occur. As you can see the odds favor the end of the year 
(and even early next year), more than the nearer term meetings. The bond 
market, however, seems to be pricing in the Fed to start increasing 
interest rates next year as yields have continued to move lower, which is the opposite of what you would 
expect if the bond market thought interest rates would be increasing in the near term.  But as chair Yellen 
kept reiterating, the first rate hike of the Fed will be heavily dependent on the incoming data, which could 
easily swing either more or less positive. During her question and answer session on Wednesday one 
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member of the media asked Chair Yellen if she is taking into consideration the situation unfolding in Greece 
or in other parts of the world before taking her next step. In true Fed speak she answered that the US Fed 
will move when the time is correct for them to make an adjustment. Meanwhile, over on Capitol Hill last 
week two unlikely foes came together in an attempt to pass the trade bill legislation. 
 
President Obama garnered enough support last week from House of Representative Republicans that they 
were able to pass the “fast track” trade bill, also known as the trade promotion authority and the trade 
adjustment assistance bill. The two bills are staunchly opposed by Democrats because they feel the 
passage of the bills would take work away from Americans as more imports replace items that are made 
here in the US. The Democrats are also upset that under the fast track deal the President has the right to 
negotiate trade deals with other countries, trade deals that Congress cannot change in any way. The only 
thing Congress would be able to do would be to vote “yes” or “no” on a deal presented to them. The bill now 
moves over to the Senate where it will have a very difficult timing passing with the current language in place. 
If both bills pass, there could be a small impact on manufacturing in the US as cheaper manufacturing 
would be available from elsewhere in the world. In the end, the US just does not manufacture all that many 
items anymore and items that are made here in the US are typically much higher in cost than if they were 
made abroad. The main groups against these two bills are unions as they feel this will take away their ability 
to ensure the quality of products as they say US workers care much more about their craftsmanship than 
many workers outside of the US. 
 

 

Market Statistics 

 

Equities  
 
All three of the major US indexes moved higher over the course of the previous week with much of the 
movement seen during the middle three days of trading. Volume overall was above average, which was 
not surprising given the Fed statement on Wednesday and the continued uncertainty over the situation 
unfolding in Greece: 
 

Index Change Volume 

NASDAQ 1.30% Above Average 

S&P 500 0.76% Above Average 

Dow 0.65% Above Average 

 
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 

Biotechnology 3.73%  Oil & Gas Exploration  -1.23% 

Healthcare Providers 3.34%  Natural Resources -0.96% 

Healthcare 2.21%  Broker Dealers  -0.78% 

Residential Real Estate 2.15%  Energy -0.71% 

Medical Devices  1.88%  Regional Banks  -0.70% 

With the NASDAQ being the top performing index of the three major indexes it was not surprising to see that 
Biotechnology took the top spot on the best performing sectors list. Biotechnology typically trades in the 
same direction and often with higher magnitude than the NASDAQ as many of the companies in the 
Biotechnology sector are NASDAQ listed companies. Healthcare in general had a very strong week last 
week as Healthcare Providers and Medical Devices also made the top 5 list. When looking at the bottom 5 
performing sectors of the markets, Oil & Gas Exploration had a rough week last week despite the price of oil 
remaining relatively flat. Two financial related sectors made the bottom 5 last week, those being Broker 
Dealers and Regional Banks as the Fed kept interest rates in place for at least a few more meetings.  

 



Fixed Income  

The US fixed income market made it two weeks in a row of gains as uncertainty over the situation in Greece 
continues to intensify: 

Fixed Income Change 

Long (20+ years) 0.96% 

Middle (7-10 years) 1.14% 

Short (less than 1 year) 0.00% 

TIPS 1.02% 

The US dollar made it three down weeks in a row last week, falling by 0.84 percent against a basket of 
international currencies as investors seemed to like almost any currency other than the US dollar last week. 
The US dollar has now fallen by more than 3 percent over the course of the past three weeks. The British 
Pound was the best performing of the major global currencies for the second week in a row, gaining 2.08 
percent against the value of the US dollar as the pound is looking like a safe haven asset for Europe in light 
of the mess that is going on with the Euro and a potential second currency being run in Greece. The British 
Pound has gained almost four percent over the course of just the past two weeks. The weakest performing 
currency of the major global currencies, aside from the US dollar, was the Australian dollar, which gained 
0.31 percent against the value of the US dollar. 

Commodities 

Last week was an interesting week for commodities as the precious metals rallied, while soft commodities 
struggled: 

Metals Change 

Gold 1.67% 

Silver 1.11% 

Copper -0.46% 

 

Commodities Change 

Oil 0.02% 

Livestock -1.87% 

Grains 0.33% 

Agriculture -0.55% 

 
The overall Goldman Sachs Commodity Index turned in a loss of 1.52 percent last week despite oil 
remaining relatively flat for the week. Oil gained 0.02 percent last week as the focus of the world seemed to 
be on Europe more so than the Middle East. As we get closer and closer to the end of the month, the 
potential Iranian nuclear deal may play a larger role in the price movements of oil. If it looks like a deal will 
be struck then oil may move lower, but if a deal does not look like it will happen we could see the price of oil 
move up as there is more uncertainty over what Iran will try to do next.  
 
Metals were mixed last week with Gold gaining 1.67 percent, while Silver increased 1.11 percent and 
Copper declined by 0.46 percent. Soft commodities were very mixed last week with Livestock falling for the 
second week in a row giving up 1.87 percent, while Grains advanced 0.55 percent and Agriculture overall 
declined by 0.55 percent. 
 

International Performance 
 
On the international front, the main index in India turned in the top performance last week as the Bombay 
based Se SENSEX Index gained 3.37 percent as the country continues to ride on the enthusiasm of Prime 
Minster Modi. He is attempting to grow the local economy within India while at the same time making India 
competitive on a global scale. On the flip side, the worst performing index of the major global financial 
indexes last week was found in China—it is about time! The Shanghai based Se Composite Index fell 13.32 
percent over the course of the previous week, which for most markets in the world would be a very large 
event, but for the Chinese index it only erased less than the last four weeks of gains. The index is also still 
up more than 100 percent since August of 2014. However, with such a sharp correction having taken place, 



many investors will be watching very closely over the coming days and weeks to see if the rally of the past 
nine months has come to an end or if this little blip is just a buying opportunity. 
 

Volatility 

Last week the VIX moved around a significant amount, but ended the week relatively close to where it 
started, gaining only 1.31 percent. The VIX seemed to really be trading on the news coming out of Greece, 
as it has been doing more and more over the past few weeks. This phenomena is likely to become more 
intense over the coming days as we are approaching the end date for Greece to come up with the funds to 
make its month end payment to the IMF. The VIX remains in the lower end of the range we have seen so far 
this year, but it has spiked up twice in the past month, showing that there is still a little life in the VIX. At the 
current level of 13.96, the VIX is implying a move of 4.03 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 6/19/2015, returns in FSI’s hypothetical models* (net of a 1% annual 
management fee) were as follows: 

 Last Week YTD 

Aggressive Model 1.23 % 1.20 % 

Aggressive Benchmark 0.17 % 3.27 % 

Growth Model 0.95 % 0.21 % 

Growth Benchmark 0.13  % 2.61 % 

Moderate Model 0.64 % -0.47 % 

Moderate Benchmark 0.10 % 1.91 % 

Income Model 0.50 % -0.71 % 

Income Benchmark 0.06 % 1.03 % 

 
*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. 

 
I made only two small changes to the model this week and they were both to add to areas of the markets 
that have been performing well during the recent market volatility. The first change was to add a second 
step into my Schwab Mid Cap ETF (ticker SCHM). The second was to add an initial position in the 
Schwab Small Cap ETF (ticker SCHA). Both mid and small cap stocks have been performing well when 
looking at a risk adjusted return over the past few months, a trend that looks like it could be sustained in 
the future. I used some of the cash that had been building up in the models to fund the purchases and 
still have a healthy amount of cash left in the models to make further purchases if opportunities present 
themselves. 

 

 

Economic News 

 
Week in Review 
 
Last week the focus of the economic news releases was the health of the US economy overall. There 
was a single release that missed market expectations by a significant amount (highlighted in red below) 
and one release that significantly beat market expectations to the upside (highlighted in green below). 
The interesting thing is that both of them were manufacturing related:  
 
 
 
 
 



Economic 

Impact 
Date 

Economic News 

Release 
Date Range Actual Expectation 

Negative 6/15/2015 Empire Manufacturing June 2015 -2 6 

Neutral 6/15/2015 
NAHB Housing Market 

Index 
June 2015 59 56 

Slightly Negative 6/16/2015 Housing Starts May 2015 1036K 1100K 

Slightly Positive 6/16/2015 Building Permits May 2015 1275K 1100K 

Neutral 6/17/2015 FOMC Rate Decision June 2015 0.25% 0.25% 

Neutral 6/18/2015 Initial Claims Previous Week 267K 276K 

Neutral 6/18/2015 Continuing Claims Previous Week 2222K 2270K 

Neutral 6/18/2015 CPI May 2015 0.40% 0.50% 

Neutral 6/18/2015 Core CPI May 2015 0.10% 0.20% 

Positive 6/18/2015 Philadelphia Fed June 2015 15.2 8 

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

 
Last week started out on Monday with a real downer of an economic news releases as the Empire 
Manufacturing index for the month of June was released and showed a significant decline in manufacturing 
activity in the greater New York area. Expectations had been for a reading of 6 after a reading of 3.1 back in 
May, but this was not to be the case as the index printed a -2 reading. This was the second decline seen in 
manufacturing in the past three months in New York and as far as I can tell they cannot blame the weather 
this time around. On Tuesday we received some mixed information about the US housing market as the 
housing starts figure came in slightly below expectations, while the building permits figure came in slightly 
above expectations. Starts are typically more important than permits, but the market seemed to like that 
both figures stayed over 1 million units during May. On Wednesday the announcement that Wall Street 
seemed to be waiting for during the first part of the week was released, that being the Fed FOMC rate 
decision and press conference of Chair Yellen. As mentioned above, the Fed decided to leave interest rates 
unchanged at this meeting while still signaling that they expect to increase rates at some point during 2015, 
but the timing and amount of the increase or increases remain uncertain. This lack of action on interest 
rates caused a muted rally in the US bond market, but other than that there was little market reaction. On 
Thursday the standard weekly unemployment figures were released with both figures coming in very close 
to market expectations and were therefore largely ignored by the markets. Later during the day on Thursday 
the Consumer Price Index (CPI) for the month of May indicated that prices at the consumer level increased 
at an annual rate of only 0.4 percent during the month of May, well below the Fed’s target rate of 2 percent. 
Core CPI was even worse, gaining only 0.1 percent. Core CPI is a measure of inflation that takes out 
volatile assets such a food, fuel and energy to arrive at a more true inflation rate. Last week wrapped up on 
Thursday with a strange economic news release, that being the Philadelphia Fed Index of manufacturing 
activity in the greater Philadelphia area. Typically this index goes in the same direction as the Empire index, 
but this time it thankfully did not. Markets had expected the index to turn in a reading of 8, but instead the 
index posted a 15.2, the strongest reading in the past 6 months. It is unclear why there was such a wide 
deviation in performance between the two indexes, but one thing is very clear: manufacturing activity is 
much stronger in Philly than in New York. 
 

Upcoming Releases 
 
This is a standard week for economic news releases as far as the number of releases, but the big 
release of the week will be on Wednesday with the final revision for the dismal first quarter 2015 GDP 
number. The releases highlighted below have the potential to move the overall markets on the day they 
are released:  



 

Date Release Release Range Market Expectation 

6/22/2015 Existing Home Sales May 2015 5.26M 

6/23/2015 Durable Orders May 2015 -0.50% 

6/23/2015 
Durable Goods -ex 

transportation 
May 2015 0.60% 

6/23/2015 New Home Sales May 2015 525K 

6/24/2015 GDP - Third Estimate Q1 2015 -0.20% 

6/25/2015 Initial Claims Previous Week 271K 

6/25/2015 Continuing Claims Previous Week 2210K 

6/25/2015 Personal Income May 2015 0.50% 

6/25/2015 Personal Spending May 2015 0.70% 

6/26/2015 
University of Michigan 

Consumer Sentiment - Final 
June 2015 94.8 

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

 
This week the economic news releases start on Monday with the release of the existing home sales figure 
for the month of May. If last week’s housing figures are any indication, this release should come in very 
close to expectations. Tuesday’s durable goods orders will be very closely watched as the expectations are 
for a slight decline in overall orders thanks to slow sales of airplanes and automobiles. However, when 
transportation is taken out of the equation, durable goods orders are expected to have increased slightly 
during the month. The fourth and final US housing data point for the month of May is also set to be released 
on Tuesday with the new home sales figure, which is expected to clear 500,000 units. On Wednesday the 
most watched release of the week is set to be released, that being the final revision for the first quarter GDP 
figure for the US economy. You may remember that the first estimate came in at 0.2 percent, while the 
markets had been expecting 1 percent. Then the second revision painted a much different picture, coming 
in at -0.7 percent. Now the third and final revision is expected to show a little recovery, coming in at -0.2 
percent. If this release misses expectations to the low side we could see the markets move lower, but the 
Fed would then come into play. If the print is -0.7 or worse it seems the market may kick expectations of the 
Fed raising rates into next year on the thought that the economy is too weak to raise them this year. If this 
scenario played out the markets may move higher thanks to the Fed punch bowl being left out a little longer. 
On Thursday the standard weekly unemployment claims are set to be released with expectations of very 
little change over last week. Also released on Thursday is the personal income and spending figures for the 
month of May, which are both expected to be higher than they were in April. Personal spending is more 
important to the economy and income so look for the markets to react more on the spending side than the 
income side. This week wraps up on Friday with the release of the University of Michigan’s Consumer 
Sentiment Index for the month of June (final estimate) with expectations of no change over the mid-month 
release. All of these above mentioned releases except for the few highlighted releases will likely play second 
fiddle to the happenings in Europe this week as the deal watch between Greece and its creditors will take 
center stage throughout the week. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  



Fun Fact of the Week – Donald Trump is at it again! 

 
 
 
 
 
 
 
 
 
 
 
 
 

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. 
  

Last week Donald Trump launched his official Presidential campaign for 2016, in a speech that 
was nothing short of bizarre, both in topics as well as format. This is not Trump’s first foray into 
Presidential politics; he has made comments about running for President five other times in 
the past. In successive order Donald Trump has made quasi Presidential announcements in 
1987, 2000, 2004, 2008, and 2012. However, each time has been more for show than 
anything else and each of the past times he has not explicitly said that he is running for 
President. When asked by Bloomberg what he estimated his odds of winning the Presidency 
in 2016 are, Mr. Trump gleefully said between 10 and 20 percent—at least he is optimistic. 
Forget just getting the Republican nomination; he wants to go all of the way to the White 
House! 
 
Source: www.mashable.com 

 


