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Commentary At-a-Glance 
 

 The US markets moved higher on earnings and Greece. 

 Greece passed the required laws for the bailout program to move forward. 

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

 Earnings season for the second quarter of 2015 is off and running. 

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

  

 

Market Wrap-Up 
 

The rollercoaster ride in the global financial markets continued last week with the bulls taking control of the 

markets and pushing them higher, while the VIX fell apart, collapsing to the lowest point we have seen so far 

during 2015. 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: 
 

 
 

 



After closing below their respective trading ranges two weeks ago, the three 

major US indexes moved upward last week at the fastest pace we have seen in 

several months, with the NASDAQ in particular getting a healthy boost from 

earnings season announcements from the likes of Google and Netflix. The 

increase on Friday of 0.9 percent on the NASDAQ can be fully attributed to the 

move in Google, which released results Thursday after the market close and 

gained more than 16 percent on Friday. The 16 percent gain on Google led to a 

gain of 1.08 percent in the overall NASDAQ. Without Google, on Friday the 

NASDAQ would have turned in a small loss for the day. From a technical 

standpoint, the NASDAQ is the strongest of the three major indexes, having easily moved up through the 

lower bound of its trading range and breaking through the upper bound as well, all in the course of three days. 

The S&P 500 also made it up into and fully through its trading range, ending the week slightly above the 

upper bound of its trading range, but did so with much less enthusiasm than the NASDAQ. The Dow was the 

laggard of the three major indexes, moving high for the week and easily moving into its trading range, but 

failing to actually break out to the upside. Meanwhile, the VIX moved much lower, giving up all of the gains 

that had occurred over the past two weeks over the course of just a few days. The VIX closed the week under 

12, making it the lowest closing point that we have seen on the VIX so far during 2015. 
 

 

International News 
 

International news last week focused on a few topics that had noticeable impacts on the global financial markets, the 

first of which was the resolution of the situation in Greece. After the meeting of the EU two weeks ago at which the 

EU decided to offer Greece a third bailout in the past five years with many strings and conditions attached, Greece 

followed through and passed the required laws for the negotiations to move forward about the new deal. Taxes were 

increased, the retirement age was increased and pension payments will all be lowered over the coming years thanks to 

the newly passed laws. The people in Greece are not happy about the new laws, but after some initial fears of rioting 

in the streets after the vote, the Greek people largely appear to see this bailout as necessary and the terms and 

conditions as unfair, but acceptable. With the bailout having been approved in several other key countries such as 

Germany, the European Central Bank (ECB) raised the emergency cash funding to Greece late last week, allowing for 

the Greek banks to open their doors (after being closed to the past three weeks) earlier today in Greece. Limits on the 

amount one can withdraw (capital controls) remain in place, but even these are expected to be eased over the coming 

days and weeks. While it is likely the bailout funds that will potentially be dispersed from the rest of Europe to Greece 

will buy Greece some more time, it is also highly likely that Greece will need yet another bailout over the coming 

years as the structural changes that need to take place in Greece to become more competitive on the global scale 

remain elusive and the country’s economy continues to plummet. It is hard to imagine that spending in Greece did 

anything other than fall off a cliff over the last three weeks as the capital controls made it very difficult for consumers 

to pull money out of banks. This time period could not have been positive for the overall health of the Greek 

economy. We are clearly not out of the woods yet with Greece, but at least it appears the Greeks can now at least see 

the path that leads them out of the woods. However, it is still up to Greece as to whether it will walk along the path or 

if the country will continue blazing its own trail through the uncharted woods. 

 

Iran was another focal point of the international news last week. Its impact was seen in the financial markets 

as energy companies moved notably lower, thanks to a continuing slide in the price of oil. The nuclear deal 

with Iran has been inked with both sides calling the deal a monumental moment, 

but also with both sides taking a good deal of criticism from within their own 

countries for making the deal. While it will be several years before we see if the 

deal will actually work the way it is expected to work, the immediate impact of 

the deal is on Iranian oil coming onto the open market. Currently there is far 

more supply of oil than there is demand on the global scale and this is one of the 

key driving forces behind the falling price of oil that we have seen over the past 

several months. According to the latest IEA data we are seeing an oversupply of oil of about 3 million barrels 

per day.  While the US rig count has been cut by more than half in just the past year, according to the latest 

Baker Hughes rig count data, the supply of oil around the world has continued to increase; with this increase 

the price has fallen. Currently expectations around the world are for prices to move lower when the sanctions 

against Iranian oil are lifted, which could come very soon, with the US Congress voting on the deal later this 
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week. While there is some speculation about how fast the Iranian oil will make it to the market, the fact 

remains that there will be about a million barrels of oil per day more flowing onto the market than when the 

sanctions against Iran were in place and they were having a hard time moving oil to market. 
 

 

National News 
 

National news last week focused primarily on earnings season as the second quarter 2015 earnings season got 

fully under way. The secondary focus of last week’s national news was Chair Yellen’s testimony on Capitol 

Hill. 

 

Q2 2015 EARNINGS RELEASES 
 

Financials and some technology companies’ releases 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: 

 

AMD -12% General Electric 0% Las Vegas Sands pushed 

Autoliv 5% Goldman Sachs 28% Mattel 120% 

Bank of America 25% Google -10% Netflix 20% 

BlackRock 3% Honeywell 1% Philip Morris 8% 

Charles Schwab 4% Intel 10% Seagate Technology pushed 

Citigroup 7% J B Hunt Transport -2% Sherwin-Williams -1% 

CSX 6% Johnson & Johnson 1% U.S. Bancorp 1% 

Domino's Pizza 1% JPMorgan Chase 7% UnitedHealth 4% 

eBay 9% KeyCorp -4% Wells Fargo -1% 

Fastenal 2% Kinder Morgan -21% Yum! Brands 10% 

 

Last week was an interesting week for earnings releases as there were some very mixed results within some 

key sectors of the US economy. Financials seemed to be the big winner among the sectors last week with 

Bank of America and Goldman Sachs both beating earnings by more than 20 percent, while JP Morgan also 

turned in solid results. Technology was very mixed as companies like Google and AMD both missed 

estimates, while Netflix and Intel both beat expectations. Netflix soared to a record high last week after it 

reported better than expected earnings as well as 3.3 million new customers during the month, giving them a 

total of more than 65 million customers at the end of second quarter 2015.  

 

According to Factset Research, we have seen 61 (12 percent) of the S&P 500 companies release their results 

for the second quarter of 2015. Of the 61 that have released, 72 percent of them have met or beaten earnings 

estimates, while 28 percent have fallen short of expectations. This percentage of companies beating 

expectations is one percentage point higher than it was at the end of the first quarter 2015. When looking at 

revenue of the companies that have reported, 56 percent of the companies have beaten estimates, while 44 

percent have fallen short. This 56 percent figure is more than 10 percentage points higher than it was during 

the first quarter of 2015 and represents a very good start to earnings season. When looking at the historical 

data the percentage of companies that have beaten revenue estimates is 58 percent over the last five years, so 

this quarter’s 56 percent is only slightly below the five year average. In looking at the companies that have 

given forward guidance for the second quarter of 2015, 7 companies according to Factset have issued negative 

guidance, while only 1 company has issued positive forward guidance for the next quarter. We are still very 

early in the earnings season for the second quarter 2015 and the numbers are still likely change, but so far this 

season is not bad and the fears over Energy dragging everything down and making second quarter 2015 a 

horrible quarter seem unfounded.  

 



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. 

 

3M Eli Lilly SanDisk 

Abbott Laboratories Freeport-McMoRan Six Flags Entertainment 

Amazon.com General Motors Southwest Airlines 

American Airlines GoPro Starbucks 

American Express Halliburton Stryker 

AmerisourceBergen Hanesbrands Texas Instruments 

Apple Harley-Davidson Travelers Companies 

AT&T IBM Under Armour 

AutoNation Janus Capital Union Pacific 

Baker Hughes Kimberly-Clark United Continental 

Bank of New York Lexmark United Rentals 

Boeing Lockheed Martin United Technologies 

Bristol-Myers Squibb Marriott Worldwide Verizon Communications 

Cabela's McDonald's VF Corp 

Caterpillar Microsoft Visa 

Chipotle Mexican Grill Morgan Stanley Waste Management 

Coca-Cola Newmont Mining Whirlpool 

Dow Chemical Raytheon Wolverine World Wide 

Dr Pepper Snapple RLI Xerox 

Dunkin' Brands Ruby Tuesday Yahoo! 

 

This week the focus of earnings season will be on consumer spending more so than large industrials. The 

credit card processing companies, mainly Visa and American Express, will be very closely watched as they 

have the best data regarding the number and value of customer transactions that took place during the quarter. 

Apple and Amazon, however, will likely overshadow the credit card companies as the two technology giants 

almost always push the markets when they announce their earnings. On a more basic spending level, 

Kimberly-Clark and Starbucks should provide a small glimpse into average consumer spending as many 

Americans spend money on products from both companies. Caterpillar will be closely watched this quarter as 

the mining as well as the oil and gas industries have been struggling under lower commodity prices and these 

two sectors represent a large portion of Cat’s business.  

 

On Wednesday last week Federal Reserve Chair Janet Yellen started her two days of testimony before 

Congress, which is at times almost comical and at other times very scary that these people in Congress 

actually get elected one way or another here in the US. Perhaps the funniest part of either session was when 

California Democrat Brad Sherman said the Fed should wait until spring to raise interest rates, taking a “page 

from mother nature” as Spring is a time when plants send shoots rising out of the ground.  I for one 

completely missed how mother nature knows best about when interest rates should rise, but the look on chair 

Yellen’s face when he made the comment was priceless. On a more serious note, Chair Yellen’s testimony 

made it very clear that the Fed is ready and wanting to 

increase interest rates this year, provided the data supports it. 

According to the latest Fed watch data from the CBOE, the 

odds of a rate hike at the September meeting fell slightly last 

week, but the odds on either an October or a December rate 

hike both increased. So while the prospects of a double rate 

hike during the end of 2015 seem to be diminishing, it is 

clear that many market participants are expecting a rate hike 

during the fourth quarter of 2015. 

 



 

 

Market Statistics 
 

EQUITIES 
 
The three major US indexes ended the week higher last week, thanks to positive earnings from a few key 

companies on each of the indexes and a resolution on Greece:  

 

 

INDEX CHANGE VOLUME 

NASDAQ 4.25% Average 

S&P 500 2.41% Average 

Dow 1.84% Average 

 

 

As mentioned above, the NASDAQ turned in a stellar week thanks to the earnings announcements by Netflix 

and Google. With the way the NASDAQ is currently weighted, Google alone last week accounted for more 

than 1.7 percent of the total increase of the index as the stock was up more than 25 percent over the course of 

the week. 

 

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 6.65%  Commodities -2.65% 

Technology 5.22%  Oil & Gas Exploration  -1.95% 

Financial Services 3.44%  Energy -1.43% 

Pharmaceuticals  2.93%  Home Construction -1.36% 

Financials 2.66%  Basic Materials  -0.61% 

With NASDAQ rallying so much last week it was not surprising to see that the top performing sectors of the 

overall markets are NASDAQ heavy, with biotechnology and overall technology leading the way higher. The 

other sector that had a good week was the financial sector as earnings announcements helped boost the overall 

sector. On the flip side, commodities and energy continue to struggle greatly; as concerns over Iranian oil 

coming onto the market once again pushed oil prices lower.  

FIXED INCOME  

The US fixed income market moved last week primarily on the long end of the curve after Fed Chair Yellen’s 

testimony: 

FIXED INCOME CHANGE 

Long (20+ years) 2.30% 

Middle (7-10 years) 0.40% 

Short (less than 1 year) 0.01% 

TIPS 0.18% 

  

Despite the deal for Greece looking like it will be completed with a new round of bailout funds, the US dollar 

rallied against almost all of the global currencies, gaining 2.07 percent against a basket of international 

currencies. The British Pound was the strongest of the major global currencies last week, as the decision years 



ago to not join the common currency is starting to look even better than it did at the time; the pound gained 

0.72 percent against the value of the US dollar. The weakest performing currency of the major global 

currencies was the Euro as it gave up 2.69 percent against the value of the US dollar. This decline comes on 

the heels of Greece passing the laws that were needed to qualify for bailout funds, in addition to other 

European countries ratifying the bailout program.  

COMMODITIES 

Last week commodities all moved lower for the second week in a row. 

  

METALS CHANGE 

Gold -2.55% 

Silver -4.37% 

Copper -1.79% 

 

COMMODITIES CHANGE 

Oil -3.85% 

Livestock -0.11% 

Grains -3.44% 

Agriculture -1.34% 

The overall Goldman Sachs Commodity Index gave up 2.65 percent last week as oil declined 3.85 percent over 

the talks between Iran and the US coming to a conclusion with a deal being made. Oil remains range bound 

($50.18) with the lower end of the range at 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 2.55 percent, while Silver decreased 4.37 

percent and Copper dropped 1.79 percent. Soft commodities also moved lower last week with Livestock falling 

0.11 percent, while Grains declined 3.44 percent. Agriculture moved lower by 1.34 percent. 
 

INTERNATIONAL PERFORMANCE 
 

China was not the top or bottom performing index of the major global indexes for the first time in several 

weeks last week. The best performing index last week was found in France with the CAC-40 turning in a gain 

of 4.50 percent. The worst performing index of the global financial indexes last week was found in Malaysia 

with the KLC Index gaining only 0.6 percent over the course of the week.  
 

VOLATILITY 

The significant move I was waiting for last week on the VIX appears to have been delayed slightly as the VIX 

declined by 29 percent over the course of the previous week. The VIX moved significantly lower on the days 

in which the situation in Greece looked less bleak, as it appeared to be trading almost in lock step with the 

situation in Europe. At the current level of 11.95, the VIX is implying a move of 3.44 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 7/17/2015, returns in my hypothetical models* (net of a 1% annual 

management fee) were as follows: 

 

 LAST WEEK SINCE 6/30/2015 

Aggressive Model 1.27 % 2.78 % 

    Aggressive Benchmark 1.83 % 1.79 % 

Growth Model 0.89 % 2.08 % 

    Growth Benchmark 1.42  % 1.40  % 

Moderate Model 0.50 % 1.36 % 

    Moderate Benchmark 1.02 % 1.01 % 

Income Model 0.23 % 1.01 % 

    Income Benchmark 0.51 % 0.51 % 

 

*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 no changes to my models over the course of the previous week.  

 

Economic News 
 

WEEK IN REVIEW 
 

Last week was a very busy week for economic news releases as there were numerous releases, but no single 

focus of the releases. There were two releases that missed expectations by a significant amount released last 

week (in red) and no releases that significantly beat market expectations: 

 
ECONOMIC 

IMPACT DATE ECONOMIC NEWS RELEASE DATE RANGE ACTUAL EXPECTATION 

Negative 7/14/2015 Retail Sales June 2015 -0.30% 0.30% 

Negative 7/14/2015 Retail Sales ex-auto June 2015 -0.10% 0.50% 

Neutral 7/15/2015 PPI June 2015 0.40% 0.30% 

Neutral 7/15/2015 Core PPI June 2015 0.30% 0.10% 

Neutral 7/15/2015 Empire Manufacturing July 2015 3.9 3.5 

Neutral 7/15/2015 Industrial Production June 2015 0.30% 0.20% 

Neutral 7/16/2015 Continuing Claims Previous Week 2215K 2285K 

Neutral 7/16/2015 Initial Claims Previous Week 281K 283K 

Slightly 
Negative 

7/16/2015 Philadelphia Fed July 2015 5.7 12.5 

Neutral 7/16/2015 NAHB Housing Market Index July 2015 60 59 

Neutral 7/17/2015 CPI June 2015 0.30% 0.30% 

Neutral 7/17/2015 Core CPI June 2015 0.20% 0.20% 

Neutral 7/17/2015 Housing Starts June 2015 1174K 1123K 

Neutral 7/17/2015 Building Permits June 2015 1343K 1150K 

Slightly 
Negative 

7/17/2015 
University of Michigan Consumer 

Sentiment 
July 2015 93.3 96.5 

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

 

Last week started out on Tuesday with the release of the retail sales figures for the month of June, which were 

disappointing to say the least. Overall retail sales were shown to have declined by 0.3 percent, while the market had 



been expecting an increase of 0.3 percent. Some of this decline was due to the transportation sector, which can move 

one way or the other very quickly and is difficult to predict. However, even while the volatile transportation sector is 

taken out retail sales still slipped by 0.1 percent during the month, while the market had been expecting an increase of 

0.5 percent. These two figures show a bit of weakness in an area of the economy where we currently cannot withstand 

much weakness. If consumer spending slows down even more over the coming months it seems the Fed may be 

forced to push increasing interest rates out until early next year. On Wednesday the Producer Price Index (PPI) for the 

month of June was released. With both overall PPI and core PPI coming in very close to market expectations the 

markets failed to take notice. Also released on Wednesday was the Empire manufacturing Index for the month of July 

(end of June data), which showed that manufacturing in the greater New York area picked up during the month, but 

did so at a slow pace. On Thursday the standard weekly unemployment related figures for the previous week were 

released with both numbers coming in just below expectations. Also released on Thursday was the latest Philly Fed 

Index figure, which disappointed the markets as it posted a reading of 5.7, which is expansionary, but well below the 

expectations of 12.5. On Friday the Consumer Price Index (CPI) for the month of June was released with both overall 

prices as well as core prices coming in at market expectations and having no impact on the overall markets. There 

were also two US housing related figures released on Friday, both the building permits and housing starts figures, 

with both figures coming in slightly above market expectations and providing a bit of a boost for the companies in the 

home construction sector. Wrapping up the week on Friday was the release of the University of Michigan’s Consumer 

Sentiment Index for the month of July (second estimate), which saw sentiment decline by 3.2 points, down to 93.3 

from the first estimate of 96.5. This data point combined with a slowdown in spending is concerning because if the 

US consumer slows down spending further or becomes less confident in the US economy it could spell trouble ahead 

for the global financial markets.  
 

UPCOMING RELEASES 
 

After such a busy week last week it is nice to see only four economic news releases this week, none of which 

should have a noticeable impact on the overall direction of the financial markets in the US. 
 

DATE RELEASE RELEASE RANGE 

MARKET 

EXPECTATION 

7/22/2015 Existing Home Sales June 2015 5.40M 

7/23/2015 Initial Claims Previous Week 278K 

7/23/2015 Continuing Claims Previous Week 2218K 

7/24/2015 New Home Sales June 2015 550K 

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

 

This week starts out on Wednesday with the release of the existing home sales data for the month of June, 

which if it is anything like the housing related figures released last week should slightly beat market 

expectations, coming in just over 5.5 million units. On Thursday the standard weekly unemployment related 

releases for the previous week are set to be released with continuing jobless claims expected to be slightly 

higher than last week’s figure, while initial jobless claims are expected to be slightly lower. This week wraps 

up on Friday with the release of new home sales for the month of June, which is expected to show 550,000 

units. If this number comes out in the release it would be a positive sign for the US housing market, but it 

seems unlikely that new home sales for the month of June will significantly beat market expectations. 
 

  

Fun Fact of the Week – Google Goats! 

 

 

 

 

Google HQ rents goats from California Grazing to mow their lawns and fields. The 
employees think that it’s a lot cuter to watch goats do the mowing than lawn mowers. 
 
Source: Dan Hoffman, Director Real Estate and Workplace Services 

 



 

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. 
 


