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Commentary At-a-Glance 
 

 The US markets were mixed last week as a deal in Greece seemed near going into the 

weekend. 

 A deal for bailing out Greece was struck over the weekend by the EU, but Greece still has to 

vote. 

 Fed Chair Yellen still wants to move interest rates during 2015. 

 Puerto Rico looks like it could be the next fixed income problem spot. 

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

 

 

Market Wrap-Up 
 

The wild ride in the global financial markets last week was due to the uncertainty over a bailout deal for Greece 

from the EU. While a deal was struck over the weekend there are still several key votes that need to take place 

during the first half of this week to solidify Greece’s receipt of any funds from the latest deal. 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: 
 

 



 

 

As you can see in the above charts, all three of the major US indexes broke below 

their respective trading ranges two weeks ago and, during a very volatile trading 

week last week, failed to make it back into those trading ranges. From a purely 

technical standpoint, all three of the indexes are tied in weakness and a 

potentially new trading range appears to be forming as two of the three major 

indexes tested what used to be the lower bound of the old trading range during the 

past two weeks. While the major US indexes were bouncing around last week, so 

too was the VIX, which saw some very large intra-day and daily moves before 

settling down at the end of the week very close to where it started. All of the 

recent movement in the markets appears to just be “noise” as speculators attempt to guess the outcomes of a 

wide range of possibilities in Greece. Attempting to guess what governments will do in Greece’s situation is a 

very hard task, but trying to then guess how the financial markets will react seems all but impossible. 

Uncertainty abounds right now and we are well into the summer trading season, which means the market is 

susceptible to rumors and hopes pushing it around, something that seems to be happening in earnest lately. 

Going forward we are likely to see continued choppiness in the markets because the markets seem to be 

latching on more so than ever to negative news. If it is not Greece then China or Puerto Rico will move into 

the spotlight and cause continued uncertainty. 
 

 

International News 
 

We have a deal! (But it still needs to be voted on in several countries!) After talks that lasted all night in Brussels over 

the weekend a deal emerged for Greece that would release many billions of Euros in bailout funds to the country, 

provided Greece implements all of the strings the EU is demanding. Some of the strings attached to the nearly 90 

billion euro bailout deal include increased cuts on pension, a higher VAT tax, a 50 billion euro privatization fund and 

automatic cuts to things like spending if certain financial goals are not met. In total, the seven page document presents 

a picture that is far bleaker for Greece than the proposal voted down by the referendum just two short weeks ago. The 

deal also flies in the face of what Prime Minister Tsipras campaigned on just 6 short months ago when he and his 

party won the election in Greece on an anti-austerity-and-humiliation-of-Greece platform. This latest deal is certainly 

not what the people voting for Syriza had in mind. Now that the deal has been struck, the hard part begins; there are 

various aspects to the deal that have to be put into law in Greece, meaning that Parliament has to vote and approve the 

measures. While there is a coalition government that in theory has enough votes to pass the new requirements, there 

appears to be somewhat of a mutiny within the Syriza party, with some members calling for Tsipras to resign from his 

position and stating that they will never vote for a deal that humiliates Greece or the Greek people. The Greek 

Parliament has until Wednesday of this week (7/15/15) to pass several pieces of legislation and it is unknown if this 

will be done. One thing that is clear out of all of this: this deal is the last deal the EU will be attempting to make over 

the current situation. The EU would rather see Greece leave the Euro voluntarily than continue with the nonsense that 

has been going on for the past six months. Hopefully Greece will pass the required laws and we can put this whole 

situation behind us for a few more years. This is the third bailout of Greece in the past 5 years and probably not the 

last if the country remains in the EU. With the situation in Greece largely completed it looks like the global financial 

markets’ attention is heading to the east, with China likely taking much of the global spotlight. 

 

The Chinese financial markets and everything tied into them have been trading wildly over the past few 

weeks, seeing some of the largest declines and advances of the past 10 years. All of this is due to institutional 

and individual investors trying to take advantage of laws that make speculating 

about the financial markets very easy. Leverage is one of the leading factors that 

has led to this volatility, as investors could leverage the amount of money they 

had in the financial markets several times in order to buy more than they 

otherwise would have been able to. This type of scenario works very well in a 

market that is moving higher, but comes apart very quickly when the market 

moves lower. It comes apart even faster when the government arbitrarily lowers 

the amount of leverage that is allowed and forces people to sell positions. This is 

essentially the financial experiment China has been undertaking for the past few 

weeks as the country attempts to slow the Chinese stock market from speeding 
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along by pulling the emergency brake and seeing what happens next, then quickly trying to adjust the break to 

keep everything moving forward. It will be very interesting to watch how a command and control government 

like China deals with what was supposed to be an attempt at a capitalistic economy. So far China is learning 

and investors around the world are watching in amazement as trillions of dollars in gains are made and lost in 

very short periods of time. 
 

 

National News 
 

National news last week focused on two main topics, the first being Fed Chair Yellen’s speech, which she 

gave on Friday in Cleveland about the future of monetary policy, and the second being the darkening clouds 

that Puerto Rico seems to be generating. Any time Fed chair Yellen speaks the global financial markets take 

notice, and Friday was no different. The main take away from the speech was 

that she still seems adamantly set to increase interest rates at some point during 

2015. She laid out the possibility of a rate hike by citing many different aspects 

of the economy that she looks at and how the majority of them are pointing 

toward an economy that is strong enough to withstand a small rate increase. 

While she was speaking, it was very interesting to watch the CME Fed Watch 

numbers as far as the percentage probability of a rate hike during any of the 

remaining meetings in 2015. The latest figures are listed in the table below: 

 

DATE OF FED MEETING CURRENT LAST WEEK 

July 29 2015 0% 0% 

September 17 2015 18% 14% 

October 28 2015 33% 29% 

December 16 2015 55% 51% 

January 27 2016 68% 66% 

 

As you can see, the probability of a rate hike occurring went up across the board between this time last week and 

now. But as Chair Yellen mentioned, the Fed remains fully data dependent and will only act if the data shows that 

it is prudent. When asked about the IMF calling for the Fed to hold off she very cleverly said that the US Federal 

Reserve acts in its own interests, but takes into account many potential outcomes of its taking action. In total, 

there was a lot of “fed speak” throughout the speech and Q&A, something she is perfecting very well. “Fed 

speak,” for those of you who may have not heard that term before, is a term coined for Fed chairman Alan 

Greenspan’s ability to say a whole lot of words about a topic, but in aggregate say almost nothing or something 

that was completely incoherent about the topic. It is a way of providing what seems like information, while at the 

same time sending mixed signals so that the Fed maintains wiggle room should it need to shift policy and keep 

everyone guessing about what the Fed will do next.  

 

There is very little guessing as to what Puerto Rico will do next as the governor 

is making it sound like the country is very much in trouble with the current debt 

load it’s been carrying. At the end of June Governor Alejandro Garcia Padilla 

announced that the island could not pay back the nearly $72 billion in bonds it 

had issued under a wide variety of different types of bonds. He is calling for a 

massive debt restructuring that would leave many US based mutual funds and 

hedge funds holding the bag, in addition to a postponement of debt repayments 

for several years. These troubles are not new; they just seem to be coming to 

light a little faster than most investors had wanted. The island has a large 

population issue; according to US census data, the population has shrunk by 7 

percent over the past 10 years and it will likely continue to shrink over the next 10 years. The economy in Puerto 

Rico is also contracting and that is according to the country’s own economists. Combine the two and it is pretty 

easy to see how revenues for many of the muni bond offerings have been and will continue to go down. Many of 

the bonds were already in a high risk category, but many bond managers here in the US used the outsized interest 
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rates combined with the double tax exempt status of the bonds to help boost their mutual funds figures. At this 

point it looks like that strategy of the past could be in for some outsized volatility in the near future. 

 

Market Statistics 
 

EQUITIES 
 
The three major US indexes ended the week mixed last week in what turned out to be a wild ride globally as 

China was adjusting its investment policies and the situation in Greece was rapidly drawing to a conclusion:  

 

 

INDEX CHANGE VOLUME 

Dow 0.17% Average 

S&P 500 -0.01% Average 

NASDAQ -0.23% 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 

Residential Real Estate 2.55%  Semiconductors -4.37% 

Consumer Staples 2.10%  Basic Materials  -2.15% 

Pharmaceuticals  1.82%  Oil & Gas Exploration  -2.11% 

Utilities 1.65%  Energy -1.84% 

Consumer Service  1.58%  Telecommunications -1.68% 

Residential Real Estate made it two weeks in a row at the top of the positive performance list last week after 

gaining a little more than 2.5 percent. Aside from real estate, the other positive performing sectors of the 

markets seemed to focus on the least risky assets, areas such as Consumer Staples and Utilities. On the flip 

side, Semiconductors was hit hard once again as we have now seen several key semiconductor companies fall 

by more than 20 percent in single trading days, thanks in large part to slowing demand for some of the legacy 

business lines. Energy as well as Oil and Gas Exploration also declined last week as the price of a barrel of oil 

declined around the world.  

FIXED INCOME  

The US fixed income market hardly budged last week as investors seemed to be taking a much needed wait-

and-see approach to the uncertainty that permeated out of the situation in Greece: 

FIXED INCOME CHANGE 

Long (20+ years) 0.04% 

Middle (7-10 years) -0.03% 

Short (less than 1 year) 0.00% 

TIPS -0.28% 

 

With the hopes of a deal over Greece the US dollar saw a little bit of a move lower last week, giving up 0.28 

percent against a basket of international currencies. Much of the decline in the dollar took place on Friday as 

it looked like a deal was near going into the weekend EU meetings, which were described in more detail 

above. The Euro was the strongest of the major global currencies last week on the hopes of the Greek bailout. 



The weakest performing currency of the major global currencies was the Australian Dollar, as it gave up 2.4 

percent against the value of the US dollar. The continued downward movement of commodities seemed to be 

the driving force behind the fall in the Australian dollar as much of the Australian economy is based on 

commodity exports.  

COMMODITIES 

Last week commodities all moved lower, with Grains even turning in a slightly lower week, breaking the 

streak of two weeks in a row with large gains. 

  

METALS CHANGE 

Gold -0.24% 

Silver -0.47% 

Copper -1.14% 

 

COMMODITIES CHANGE 

Oil -6.66% 

Livestock -3.41% 

Grains -0.03% 

Agriculture -0.86% 

The overall Goldman Sachs Commodity Index gave up 3.66 percent last week as Oil dove 6.66 percent over the 

continuing extension of the talks between Iran and the US. Much of the decline was seen on Monday after the 

long holiday weekend in the US as many traders seemingly wanted to adjust their commodity positions. Oil 

remains range bound, but did move to approximately the half way point of its trading range with the decline seen 

last week. Currently, the lower end of the range is about $47, while the upper end of the trading range is about 

$61. 

The major metals all moved lower last week with Gold giving up 0.24 percent, while Silver decreased 0.47 

percent and Copper dropped 1.14 percent. Soft commodities also moved lower last week with Livestock falling 

3.41 percent, while Grains declined 0.03 percent. Agriculture moved lower by 0.86 percent as the weather in the 

mid-west improved slightly over the course of the previous week; there was not a significant amount of rain that 

fell over the area as there had been so many weeks in a row prior. 
 

INTERNATIONAL PERFORMANCE 
 

After being the worst performing index three weeks in a row heading into last week it was not surprising to 

see that China turned itself around and was the top performing index last week, gaining 5.20 percent. After 

what turned out to be a very volatile week in China for their financial markets, it looks like some of the 

actions the government took to step in and stop the decline have taken hold, at least for the time being, and 

confidence albeit shaken is starting to return. Taiwan saw the weakest performance of the major global 

indexes last week as the Taiex Index declined by 4.7 percent. Some of this movement could have been due to 

uncertainty surrounding the situation in China.  
 

VOLATILITY 

After gaining almost 20 percent the week prior I was expecting the VIX to move a significant amount again 

last week, but that was not the case. In total, the VIX advanced by 0.24 percent last week in a week that saw 

the VIX spike over 20, but ultimately fade significantly on Friday. At the current level of 16.83, the VIX is 

implying a move of 4.86 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 7/10/2015, returns in my hypothetical models* (net of a 1% annual 

management fee) were as follows: 

 

 LAST WEEK SINCE 6/30/2015 

Aggressive Model 0.82 % 1.49 % 

    Aggressive Benchmark -0.56 % -0.03 % 

Growth Model 0.66 % 1.16 % 

    Growth Benchmark -0.43  % -0.02  % 

Moderate Model 0.48 % 0.86 % 

    Moderate Benchmark -0.30 % -0.01 % 

Income Model 0.45 % 0.77 % 

    Income Benchmark -0.15 % 0.00 % 

 

*Model performance does not represent any specific account performance but rather a model of holdings based on risk levels that are like 

my actual holdings, the hypothetical models are rebalanced daily to model targets. 

 
I made one change in my models over the course of the previous week and that was to sell my position in 

Rydex Electronics Fund ticker (RYSIX). I sold this because there was a wide divergence from the past 

performance and how the fund was behaving currently. Typically RYSIX trades with the broad electronics 

market, both semiconductors as well as other hardware and device makers. However, recently the fund started 

to trade solely like the semiconductors sector of the markets. With the struggles the semiconductor market has 

been having recently and the market’s prospects for the future I decided to sell the position and reevaluate the 

sector with the new and evolving information coming in about the future of the industry. 

 

Economic News 
 

WEEK IN REVIEW 
 

Last week there was no real focus to the economic news releases as it was a very slow week with just the bare 

minimum of releases being released. There were no releases that missed or beat market expectations by a 

significant amount last week: 

 
ECONOMIC 

IMPACT DATE ECONOMIC NEWS RELEASE DATE RANGE ACTUAL EXPECTATION 

Neutral 7/6/2015 ISM Services June 2015 56.0 56.3 

Neutral 7/7/2015 Consumer Credit May 2015 $16.1B $18.2B 

Neutral 7/8/2015 FOMC Minutes June Meeting - - 

Neutral 7/9/2015 Initial Claims Previous Meeting 297K 276K 

Neutral 7/9/2015 Continuing Claims Previous Meeting 2334K 2230K 

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

 

Last week started out on Monday with the release of the ISM Services index for the month of June, which 

came in very close to market expectations, signaling slow but steady growth in the services sector. On 

Tuesday consumer credit was shown to have increased during the month of May, but it did so at a slower pace 

than was expected by the markets. On Wednesday the meeting minutes from the latest Fed meeting were 

released, but as expected the release held little new information and was largely ignored by the market. As 

mentioned above, when Yellen spoke on Friday in Cleveland the markets took notice and reacted accordingly. 

On Thursday the standard weekly unemployment related figures from the previous week were released with 

both figures coming in slightly above market expectations, but not by enough to cause alarm. 
 



UPCOMING RELEASES 
 

This week more than makes up for the lack of economic news releases from last week, as there are more 

releases than is typical. The releases highlighted below have the potential to move the overall markets on the 

day they are released: 
 

DATE RELEASE RELEASE RANGE 

MARKET 

EXPECTATION 

7/14/2015 Retail Sales June 2015 0.30% 

7/14/2015 Retail Sales ex-auto June 2015 0.50% 

7/15/2015 PPI June 2015 0.30% 

7/15/2015 Core PPI June 2015 0.10% 

7/15/2015 Empire Manufacturing July 2015 3.5 

7/15/2015 Industrial Production June 2015 0.20% 

7/16/2015 Continuing Claims Previous Week NA 

7/16/2015 Initial Claims Previous Week 283K 

7/16/2015 Philadelphia Fed July 2015 12 

7/16/2015 NAHB Housing Market Index July 2015 59 

7/17/2015 CPI June 2015 0.30% 

7/17/2015 Core CPI June 2015 0.20% 

7/17/2015 Housing Starts June 2015 1123K 

7/17/2015 Building Permits June 2015 1150K 

7/17/2015 
University of Michigan Consumer 

Sentiment 
July 2015 96.5 

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

 

This week starts out on Tuesday with the release of the latest retail sales figures for the month of June, which 

is expected to show a slight increase of 0.3 percent, while retail sales excluding auto sales are expected to post 

a 0.5 percent gain. If these numbers come to fruition they would signal a very slow growing US economy, one 

that may not be able to sustain a rate hike. On Wednesday the Producer Price Index (PPI) for the month of 

June is set to be released with expectations of a gain of 0.3 percent, signaling a very low inflationary 

environment. If this number comes true it too would signal that the Fed may need to hold off on hiking a rate 

since the stated Fed targeted inflation rate is 2 percent. Also released on Wednesday is the Empire 

Manufacturing Index for the month of July, which is expected to come in at 3.5, very close to the inflation 

point of zero. A reading below zero signals a contraction in manufacturing while a reading above zero 

signifies an expansion in manufacturing. Lately the Empire manufacturing data has been all over the map, 

with two of the past four months being positive and two being negative. Hopefully we will get a clearer 

picture of what is to come with this release, but it seems unlikely. On Thursday the standard weekly 

unemployment related figures are set to be released with expectations that both figures have increased slightly 

over the course of the previous week; this should have little impact on the overall market. Of more interest to 

the overall market will be the Philadelphia Fed Index, which is expected to show a reading of 12, a slight 

decline from the 15.2 seen last month. The week wraps up on Friday with a number of releases, including two 

housing data points and the Consumer Price Index (CPI). The CPI is expected to show roughly the same 

meager amount of inflation that the PPI showed earlier in the week and once again this reading is well below 

the Fed’s target of 2 percent. Housing starts and building permits for the month of June are both expected to 

come in over 1.1 million units, which could be a positive development for the US housing market and provide 

a boost to the home builder stocks and potentially the housing sector. Wrapping up the week on Friday is the 

University of Michigan’s Consumer Sentiment Index for the month of July (first estimate), which is expected 

to show a slight increase over the level seen at the end of June, giving the index its fourth consecutive 

increase. Overshadowing the regularly scheduled economic news releases this week is likely going to be 

speeches from Fed officials including Fed Chair Yellen’s testimony in Washington DC before Congress on 

Wednesday and Thursday, during which time she will make prepared remarks and then take questions from 

members of Congress. While the question and answer period is always the most exciting, it is unlikely that 

any new information will come out during these sessions. 



 

  

Fun Fact of the Week – The World’s Largest Radio Telescope 

 

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. 
 

 

The world’s largest radio telescope is located in Puerto Rico. It measures 1,000 feet across 
and 167 feet deep and covers about twenty acres of ground. The giant telescope is 
currently being used to observe asteroids and meteorites that could be on a collision 
course with earth.  
 
Source: National Astronomy and Ionosphere Center 

 


