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Commentary At-a-Glance 
 

 Volatility continued in the US financial markets last week as the markets look for direction. 

 Earnings season is rapidly drawing to a close. 

 Trump has stolen the political spotlight once again. 

 Greece looks poised to receive its funding after commencing talks with creditors. 

 Economic data is pointing toward a September rate hike. 

 

 

Market Wrap-Up 
 

The roller-coaster ride in the global financial markets continued last week with the bears taking control of the 

markets and pushing them lower as the price of oil continued to tumble and uncertainty over the future movement 

of the Chinese stock market continues to concern investors. 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: 
 

 
 

 



China remained prominent in 
last week’s international 

headlines…. The maximum 
decline of the Chinese market 
since May has been nearly 40 

percent… 

From a technical standpoint, two of the three major indexes are tied, while one is 

clearly the worse off. The S&P 500 (upper left pane above) and the NASDAQ 

(lower left pane above) are tied for the top two positions as both indexes ended 

last week nearly on top of their support levels, seen in the red trading range lines 

drawn above. The Dow (upper right pane above) is clearly the worst performing 

index of the three majors, having broken down below its most recent trading 

range about two weeks ago before retesting the range and failing to meaningfully 

break back in. After testing the trading range, the index “bounced” off to the 

downside and last week broke through the low point of 2015. The Dow, going into this week, had seen seven 

consecutive trading days with losses. At some point we are due for a dead cat bounce as bottom fishers will likely 

come into the markets looking for a bargain and push up some of the stocks that have declined the most over the 

past seven days. A few of the key Dow component companies that were the driving force behind the seven day 

drop were Chevron, Walt Disney and Exxon, all of which were down by more than 7.5 percent over the trailing 

seven trading days. This trend of a few companies really driving the performance of a whole index was also 

clearly demonstrated on the NASDAQ on Thursday last week when the index declined by 1.62 percent. The main 

drivers for the NASDAQ on Thursday were Keurig (-29.75%), Viacom (-14.22%) and Tesla Motors (-8.88%). 

While the major indexes were moving lower, the VIX pushed higher, seemingly bouncing off of the lowest point 

of the year.  
 

 

International News 
 

International news last week continued to focus on the same few topics it has 

been stuck on for the past few months: China, Greece and Iran. There was little 

in the way of concrete developments in any of the three topics. Persistent 

headline speculation about the Chinese government buying everything in sight to 

prop up the financial market garnered the most attention. With nuclear 

negotiations between Iran and others completed and awaiting approval by the US 

Congress, it seems the oil market is pricing in the deal being passed. With the 

passage of the deal, sanctions would be lifted, thus giving way to a large amount 

of Iranian oil coming onto the open market. This could be one of the driving forces behind the drop in oil we 

continue to see as oil last week hit a new low point for 2015. Greece is currently holding a meeting with its 

creditors to secure the latest round of bailout funds being delivered in a timely fashion so that it can make its 

upcoming loan payment, due on August 20
th
, to the European Central Bank (ECB). It currently seems highly 

unlikely that the Greeks will do anything to jeopardize the country’s receipt of the needed funds. Despite these 

unfolding events in Europe, China remained prominent in last week’s international headlines. 

 

The Chinese stock market volatility has made 

participation in all of the other financial markets 

around the world seem like a boat ride across a 

still pond, while recent participation in China’s 

markets has seemed like a boat ride through a 

hurricane. The chart to the right shows the S&P 

500 in the blue line and the Chinese A share 

index in the red line since the end of May. While 

the US markets may have felt very volatile during 

the past two months (and they have been 

compared to the recent past) they have been 

nothing compared to China. The maximum 

decline of the Chinese market since May has 

been nearly 40 percent, while the maximum decline on the S&P 500 has been a measly 3.65 percent. This 

volatility in China has caused ripple effects throughout the investing world as many investors have been pulling 

out of China and many of the other Asian economies as well as these periphery economies are heavily dependent 

on what happens in China. Overall, the MSCI Asia Index has declined by more than 6.5 percent over the course of 

the past three months, thanks in large part to uncertainty around China. As mentioned last week, the Chinese 

government is on a pretty steep learning curve as it tries to figure out what can be done and what should be done 

At some point we are due for a 
dead cat bounce as bottom 

fishers will likely come into the 
markets looking for a bargain 

and push up some of the 
stocks that have declined the 

most over the past seven days. 



in order to make investors feel safe in their financial markets. By my estimation, China currently poses the single 

largest threat to the global financial rally that so many investors have been enjoying for the past few years because 

global growth is already growing slowly, so it is vulnerable to existential shocks from individual countries – and 

particularly major economies – such as China.  

 

 

National News 
 

Politics made the majority of the headlines last week with Donald Trump stealing most of them as he seems to 

have no shortage of politically incorrect things to say. Leading up to the Republican debate last week the media 

was abuzz about whether Trump would keep his sizable lead when having to go head to head with the other 

Republican candidates on the main stage and whether he would say anything off the cuff that was politically 

divisive. Trump managed to steal the show on the very first question by being the only candidate to raise his hand 

on the question about pledging not to run as a third party candidate. Other candidates had very good nights, in that 

they did not fall, but very few really saw any upward momentum from the rebate, with the exception of Carly 

Fiorina, who won the debate according to an NBC poll, despite her not even taking part in the main event. While 

all of this was going on within the Republican side of the ticket the Democrats seem to be standing back and 

watching the circus unfold, while trying to stay out of Donald Trump’s line of fire. The financial markets have an 

uncanny ability to discount much of what is said in the media and especially in the political media until the dust 

has settled. Many of the ideas thrown out by the candidates during an election season have no chance of actually 

coming to fruition, even if the candidate does get into office since the ideas require many more signatures than the 

President’s alone. The main thing in the election cycle that can influence the markets are topics such as changing 

the long term capital gains tax treatment, changes to social security and overall changes to the tax code. All of 

those three topics are typically spoken about on the campaign trail, but there is little political will to actually enact 

any meaningful changes. The other main topic of the national media last week was the continuation of earnings 

season for the second quarter of 2015, as last week moved us well past the three quarter mark for the season. 

 
Q2 2015 EARNINGS RELEASES 
 

Last week many well known companies released their second quarter 2015 earnings results and there were more 

negative releases than positive (there is more red than green highlighting in the table below). The table includes 

the better known companies that released earnings last week with earnings that missed expectations highlighted in 

red, while earnings that beat expectations by more than 10 percent are highlighted in green: 

 

3D Systems -167% Groupon -50% Red Lion Hotels 85% 

Aetna 11% Hershey 5% Rosetta Stone -3% 

Alleghany 16% Hyatt Hotels -38% SeaWorld Entertainment -45% 

Aqua America 0% Kate Spade -27% Sotheby's -17% 

Boulder Brands -100% Kellogg 1% South Jersey Industries -70% 

Bristow Group -34% Liberty Media -22% Sprint 88% 

CenturyLink -10% Marathon Oil 15% Sprouts Farmers Market 0% 

Church & Dwight 4% Molson Coors Brewing 6% St. Joe -100% 

Clorox 6% Monster Beverage -12% Tesla Motors 41% 

Coach 7% New York Times 18% Time 108% 

CVS Health 2% Noble Energy 333% Time Warner 21% 

DaVita HealthCare 1% Noodles & Company -17% Tyson Foods -16% 

Discovery 
Communications 

4% Office Depot 0% Vitamin Shoppe 6% 

DISH Network 52% Papa John's International -4% Walt Disney 4% 

EchoStar 13% Prudential Financial 18% Wendys -11% 

Fitbit 171% Ralph Lauren 9% Zillow Group 19% 

 



According to Factset Research, we have seen 436 (87 percent) of the S&P 500 companies release their results for 

the second quarter of 2015. Of the 436 that have released, 73 percent have met or beaten earnings estimates while 

27 percent have fallen short of expectations. This percentage of companies beating expectations was unchanged 

over the course of the past week and remains at the 5 year average of companies beating earnings expectations. 

When looking at revenue of the companies that have reported, 51 percent of the companies have beaten estimates 

while 49 percent have fallen short. This figure slipped by 1 percent over the course of the previous week and 

remains below the five year average level of companies beating revenue expectations, which stands at 57 percent. 

In looking at the companies that have given forward guidance for the third quarter of 2015, 56 companies 

according to Factset have issued negative guidance while 22 companies have issued positive forward guidance. 

We are now nearing the home stretch for earnings season and if the current trends continue it looks like second 

quarter earnings season will go down as a quarter during which Energy saw one of the largest year over year 

declines in earnings that they have seen for many years as earnings declined by 56.4 percent. Coal in particular 

had a very rough quarter with earnings declining by more than 600 percent. Healthcare continues to be the best 

performing sector of the markets for the quarter with earnings for the sector posting a gain of 32 percent on a year 

over year basis.   

 

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 move the markets highlighted in green: 

 

Advance Auto Parts Flowers Foods Macys 

Alibaba Group Fossil Group News Corp 

Applied Materials J C Penney Company Nordstrom 

Cisco Systems Jack Henry & Associates Red Robin Gourmet Burgers 

Dean Foods King Digital Entertainment Shake Shack 

Dillard's Kohls Corp Sysco 

 

Large national retailers seem to be one of the focal points of earnings releases this week as Macys, JC Penney, 

Dillard’s and Kohls all release their second quarter 2015 results. With the consumer spending numbers that came 

out during the second quarter and the results we have already seen for the quarter, it looks like all five of the 

above mentioned companies could turn in strong positive results. One interesting company that many technology 

investors will be watching this week is King Digital (which makes cell phone games that include Candy Crush 

and many others) as the company has been steadily trending below its IPO price of March of 2014. Cell phone 

games are a very difficult business because you have to get very lucky to make the game that becomes the fad and 

then repeat the process if you are to stay on top.  

 

In addition to politics and earnings the markets are still 

keenly watching for signals in the economic data that will 

tell them if the Fed will push ahead with a September lift 

off of interest rates or if the Fed will delay and push liftoff 

back to December. The table to the right shows the latest 

odds of a Fed rate hike at each of the next few meetings and 

what the odds were this time last week. As you can plainly 

see, the odds of an interest rate hike in September have been going up much higher over the past week. This is 

due to the economic data that has been released pointing toward more of the same in terms of neither positive or 

negative data. With the absence of negative data points, the Fed looks poised to move ahead with the hikes earlier 

rather than later. The data points are discussed in greater detail below in the economic news releases section. 

 

 



Market Statistics 
 

EQUITIES 
 
We still seem to be on a weekly roller coaster for the financial markets, as we have now seen more than six weeks 

of chopping by the markets. With two weeks ago being a positive week, last week set up for a negative week if 

the trend was to continue and the market did not disappoint:  

 

INDEX CHANGE VOLUME 

S&P 500 -1.25% Above Average 

NASDAQ -1.65% Average 

Dow -1.79% Below 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 

Utilities 0.73%  Biotechnology -3.62% 

International Real Estate 0.50%  Home Construction -3.34% 

Consumer Goods  0.17%  Energy -3.29% 

Consumer Staples -0.08%  Pharmaceuticals  -3.14% 

Semiconductors -0.08%  Oil & Gas Exploration  -2.78% 

When looking at the sector movement last week, it is hard not to see the risk on and risk off trading strategy 

playing out. Last week happened to be a risk off trade with very defensive positions such as Utilities, Real 

Estate and Consumer Staples turning in the best performance. While the much more risky aspects of the 

financial markets such as Biotechnology, Energy and Pharmaceuticals all had a very rough time. Some of the 

performance can be attributed to earnings announcements, but there is very clearly a risk off trade that took 

place.  

FIXED INCOME  

The US fixed income market moved mostly higher last week, especially on the long end of the curve, as investors 

continue to await the decision by the Fed to start increasing interest rates: 

FIXED INCOME CHANGE 

Long (20+ years) 1.70% 

Middle (7-10 years) 0.14% 

Short (less than 1 year) 0.01% 

TIPS -0.51% 

  

Currencies continue to trade in a muted fashion as the financial struggles of many of the different regions of the 

world seem to be keeping currency traders from making large moves one direction or the other with the majority 

of the global currencies. The US dollar gained 0.35 percent last week against a basket of international currencies. 

The Australian dollar was the strongest performing currency last week after gaining 1.35 percent. The weakest 

performing currency of the major global currencies was the Swiss Franc, which gave up 1.88 percent against the 

value of the US dollar. The Euro managed to slide only slightly last week, giving up 0.25 percent as we seem to 

be slowly marching toward parity with the US dollar.  

 



COMMODITIES 

Last week, commodities were mixed with oil and some of the precious metals moving lower, while everything 

else moved higher.  

METALS CHANGE 

Gold -0.27% 

Silver 0.21% 

Copper -1.19% 

 

COMMODITIES CHANGE 

Oil -6.61% 

Livestock 0.92% 

Grains 1.70% 

Agriculture 0.19% 

The overall Goldman Sachs Commodity Index gave up 3.15 percent last week, thanks in large part to the 

decline of 6.61 percent in the price of oil. Oil briefly hit $43.35 last week, the lowest point we have seen over 

the past 5 years, as demand continued to be weak for the liquid gold. The major metals saw mixed 

performance last week with Gold giving up 0.27 percent as Gold continues to struggle to regain the $1,100 

level, while Silver increased 0.21 percent and Copper dropped 1.19 percent. Soft commodities moved higher 

last week with Livestock gaining 0.92 percent, while Grains advanced 1.70 percent and Agriculture overall 

moved higher by 0.19 percent. Grains snapped a two week losing streak last week with its gain, but still saw a 

decline of more than 10 percent over the course of just three short weeks. If prices stay depressed we may 

start to see some relief at the grocery store, but prices would have to stay low for a significant period of time 

for that to occur.  

INTERNATIONAL PERFORMANCE 
 

This week the international performance is exactly the inverse of what occurred two weeks ago. China turned 

in the top performance of the global financial indexes last week as the Shanghai based Se Composite Index 

advanced by 2.2 percent. The advance in the Chinese market was largely due to speculators buying on the 

massive decline seen two weeks ago and on rumors that the government was going to step in even more with 

market supporting measures. Australia turned in the worst performance last week as the Sydney based All 

Ordinaries Index turned in a weekly loss of 3.7 percent. The decline in Australia continued to be driven by the 

uncertainty over demand for raw materials out of China, a phenomenon that is likely to continue for many 

months to come as everyone tries to discern what is actually happening in the Chinese economy.  
 

VOLATILITY 

We have now seen four consecutive weeks in a row of the VIX moving by greater than 10 percent, either 

positive or negative. This really drives home the fact that we are currently experiencing a very volatile time in 

the financial markets. After starting out the week last week very close to the lowest point of the year thus far 

for the VIX, the VIX made quick work of gaining ground off the bottom, adding more than 3.5 percent on 

both Monday and Tuesday to start the week. We are currently more than 10 percent below the 52-week 

average level of the VIX. At the current level of 13.39, the VIX is implying a move of 3.86 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 8/7/2015, returns in my hypothetical models* (net of a 1% annual management 

fee) were as follows: 

 

 LAST WEEK SINCE 6/30/2015 

Aggressive Model -0.13 % 3.44 % 

    Aggressive Benchmark -1.00 % -0.31 % 

Growth Model -0.06 % 2.69 % 

    Growth Benchmark -0.78  % -0.23  % 

Moderate Model 0.12 % 1.95 % 

    Moderate Benchmark -0.55 % -0.15 % 

Income Model 0.17 % 1.70 % 

    Income Benchmark -0.27 % -0.07 % 

 

*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 as the risk off trade mentioned above 

played well into the holdings we already had. I continue to look for buying opportunities in the ongoing market 

volatility, but have found opportunities few and far between. The areas of the market that are down and look like a 

good value are down there for very good reasons. Coal would be a very good example of an area of the market 

that has seen a very large contraction as prices of many of the stocks have declined in excess of 70 percent and 

that is just the companies that have not gone bankrupt. Coal at some point will likely turn around as much of the 

developing world still utilizes a lot of coal for their power generation as it is the cheapest form of energy 

production. But trying to guess which of the potential coal investments will come out on top currently seems like 

a fool’s errand. I continue to maintain my high levels of cash and my hedging positions as the markets continue to 

look overvalued and there seems to be more risk of a meaningful downward move than the potential for an upside 

surprise.  

 

 

Economic News 
 

WEEK IN REVIEW 
 

Last week was a busy week for economic news releases in terms of the number of releases as many month end 

releases for the month of July were released. There was only one release that significantly beat expectations 

(highlighted in green below) and no releases that significantly missed market expectations:



 
ECONOMIC 

IMPACT DATE ECONOMIC NEWS RELEASE DATE RANGE ACTUAL EXPECTATION 

Neutral 8/3/2015 Personal Income June 2015 0.40% 0.30% 

Neutral 8/3/2015 Personal Spending June 2015 0.20% 0.20% 

Neutral 8/3/2015 PCE Prices - Core June 2015 0.10% 0.20% 

Slightly 
Negative 

8/3/2015 ISM Index July 2015 52.7 53.7 

Neutral 8/4/2015 Factory Orders June 2015 1.80% 1.80% 

Slightly 
Negative 

8/5/2015 ADP Employment Change July 2015 185K 220K 

Positive 8/5/2015 ISM Services July 2015 60.3 56.3 

Neutral 8/6/2015 Initial Claims Previous Week 270K 271K 

Neutral 8/6/2015 Continuing Claims Previous Week 2255K 2238K 

Neutral 8/7/2015 Nonfarm Payrolls July 2015 215K 227K 

Neutral 8/7/2015 Nonfarm Private Payrolls July 2015 210K 223K 

Neutral 8/7/2015 Unemployment Rate July 2015 5.30% 5.30% 

Neutral 8/7/2015 Consumer Credit June 2015 $20.7B $17.0B 

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

 

Last week’s economic news releases started out on Monday with the release of Personal Income and Spending for 

the month of June, both of which came in very close to market expectations and had little noticeable impact on the 

overall markets. Prices at the personal consumption level were also released on Monday and to no one’s surprise 

they showed that there is nearly zero inflation currently in prices here in the US. Later during the day on Monday 

the ISM index was released with the reading being 52.7 rather than the expected 53.7, so while the release still 

indicated an expansion, it was at a slower pace than was expected. This slow but steady growth is likely one of the 

factors pushing the Fed towards action. On Tuesday factory orders for the month of June were released, but came 

in at market expectations, thus having little effect on the overall markets. On Wednesday the first of the 

employment rated figures for the week were released with the ADP employment change figure for the month of 

July showing 185,000 new jobs created during the month. While this is below the expected 220,000 jobs and 

below the very important 200,000 level, it was not low enough to cause alarm or signal that the Fed might need to 

pause the rate hike plan. The services side of the ISM was also released on 

Wednesday and, unlike the overall ISM, it came in better than expected, showing 

an expansion that was significantly faster in July than in June. With the services 

industry being such a significant part of the overall US economy, this positive 

release would likely aid in the thinking of a Fed hike in September. On Thursday 

the standard weekly unemployment related figures for the previous week were 

released with both figures coming in very close to market expectations. On 

Friday the government released the latest round of its data about employment, 

which showed that the official unemployment rate in the US in July remained 

unchanged from June at 5.3 percent. The payrolls data, however, came in slightly weaker than expected, but not 

weak enough to cause alarm. The labor force participation rate according to the government remained stuck at 

62.6 percent, which is tied for the lowest point we have seen over the past 38 years. This low of a labor force 

participation rate remains a major concern and could be one of the points looked at in the Fed decision. If so, it 

would point toward waiting on raising rates longer than the market expects. The U6 unemployment rate 

(which includes those who have dropped out of the workforce as well as those who are underemployed) inched 

down to 10.5 percent from 10.6 percent. While this figure may sound very high relative to the official 

unemployment rate, you have to remember that the U6 rate topped out just under 18 percent back in 2008/2009. A 

rate near 10 on the U6 is likely to push the Fed toward action sooner rather than later. The final release of the 

week last week on Friday was the release of consumer credit for the month of July, which came in slightly higher 

than expected, but not by enough for the markets to react.  
 

 
 
 

 
The labor force participation 

rate according to the 
government remained stuck at 
62.6 percent, which is tied for 
the lowest point we have seen 

over the past 38 years. 

http://www.bls.gov/webapps/legacy/cpsatab15.htm


 
UPCOMING RELEASES 
 

This week is a slow week for economic news releases as the market continues to digest the large number of 

releases that came out last week. The releases highlighted in green below have the ability to impact the overall 

market on the day they are released: 
 

DATE RELEASE RELEASE RANGE 

MARKET 

EXPECTATION 

8/13/2015 Initial Claims Previous Week 273K 

8/13/2015 Continuing Claims Previous Week 2247K 

8/13/2015 Retail Sales July 2015 0.50% 

8/13/2015 Retail Sales ex-auto July 2015 0.50% 

8/14/2015 PPI July 2015 0.10% 

8/14/2015 Core PPI July 2015 0.10% 

8/14/2015 
University of Michigan Consumer 

Sentiment Index 
August 2015 93.9 

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

 

The first economic news releases this week are the standard weekly unemployment related figures for the 

previous week, which are released on Thursday. Expectations are for little change over last week’s figures. It 

would take some very wide deviation from these expectations to have the markets move at all due to these 

releases. Also released on Thursday is the retail sales figures for the month of July, which could have a noticeable 

impact on the overall markets and potentially could impact the Fed interact rates decision. Expectations are for an 

increase of 0.5 percent on both overall sales and retail sales excluding autos. It is somewhat rare that expectations 

are the same for both figures and highly unlikely that both will come in at 0.5 percent. If we see a print near or 

below zero it would be negative for the economy, but potentially positive for the Fed waiting until after 

September to start increasing interest rates in an awkward “bad news” is good for the markets situation. On Friday 

the producer price index (PPI) for the month of July is set to be released with expectations that prices will have 

only risen by 0.1 percent during the month, well below the Fed’s inflation target of 2 percent. Inflation remaining 

stubbornly low is probably the single largest data point that is pointing toward waiting on increasing interest rates. 

Wrapping up the week on Friday is the release of the University of Michigan’s Consumer Sentiment Index for the 

month of August, which is expected to post a figure of 93.9, which is a slight improvement since the end of July, 

but not a big enough move for the market to really take much notice. In addition to the scheduled economic news 

releases there are also 5 speeches by Federal reserve officials that will be closely watched by the markets this 

week, with the majority of them being given on Monday. As always, it is unlikely that anything new will be 

released at the speeches, but there is a slight chance each time! 
 

  

Fun Fact of the Week – U.S. Postal Service Spring “Improvement” 

 

 

 

 

 

 

 

 

 

The U.S. Postal Service is reporting a net loss of $586 million this spring, but that's a big 
improvement over the $2 billion shortfall for the same period last year 
 
Source: Associated Press 

 
 



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. 
 


