
 

Market in a Minute 
November 24, 2015 

Index Performance: As of November 20, 2015 

Index Price 
Last 

Week 
YTD 

Dow Jones 30 17824 3.4% 0.0% 

S&P 500 2089 3.3% 1.5% 

NASDAQ 5105 3.6% 7.8% 

Russell 2000 1175 2.5% -2.5% 

Russell 2000 Growth 728 2.6% 0.8% 

Russell 2000 Value 1435 2.4% -5.8% 

Russell 1000 Growth 1021 3.7% 6.2% 

Russell 1000 Value 1189 2.8% -1.6% 

Shanghai SE Index 3802 1.4% 12.2% 

SPDR Gold Shares 103.09 -0.5% -9.2% 

GS Crude Oil Total Return 7.54 -1.3% -39.9% 

Powershares US $ Index 25.94 0.7% 8.2% 

Ishares EAFE Index  60.92 2.7% 0.1% 

iShares Barclays 20+ Yr 

Treasury Bond 
120.45 0.7% -4.3% 

Utilities Select Sector ETF 43.39 2.0% -8.1% 

Vanguard REIT ETF 79.22 3.6% -2.2% 

iShares Mortgage Real 

Estate 
9.87 0.7% -15.7% 

Wells Fargo BDC 20.85 1.2% -6.9% 

Alerian MLP ETF 12.27 -1.2% -28.7% 

iShares Global Telecom 60.29 3.0% 0.3% 

Source: Bloomberg & MSN, Returns are appreciation only. 

S&P Sector Performance 

Index Price 
Last 

Week 
YTD 

Information Technology 744 4.3% 7.5% 

Consumer Disc. 644 4.5% 12.4% 

Consumer Staples 503 2.6% 0.7% 

  

A Word on the Market by Pat Adams, CFA 

 

The Federal Reserve minutes that was released on 

Wednesday of last week, sparked a rally in the market. We 

think the Fed is very likely to raise rates in December. In a 

less obvious way, the Fed has implied their target would be 

around 2% on the Fed Funds rate rather than the prior target 

of 3.75%. The new target is basically the rate of inflation. 

That is very positive as it is about half of the prior target. 

However it also paints a very negative view of the 

economy, which in our opinion, is a reality. The Fed needs 

to get off of the emergency status of 0%-.25% Fed Funds 

Rate to something that will still stimulate the economy, but 

also gives them some dry power for the next crisis. The 

prior target of 3.75% was half of the historical interest rate 

policies, yet it was obvious to all it would decimate the 

economy if the Fed actually got there.  

The market has been very concerned about the earnings 

growth of individual companies and has been particularly 

focused only on a few growth companies, like FANG, as 

we have discussed several times now. This small subset of 

the market has provided nearly all the recent market 

returns. Value, small cap, and income oriented securities 

have significantly underperformed over the last couple of 

years. This is due primarily to concerns about the impact 

higher rates will have on the economy. 

Below is a chart of the Baa bonds which are the lowest level 

investment grade bonds. You can see from the chart the 

market has been very concerned about the impact of higher 

rates on the credit of borrowers. This concern seems to be 

priced into the bond market. Many of the stocks that are 

interest rate sensitive have really underperformed 

dramatically. We believe these types of stocks should 

outperform substantially.  

http://cts.vresp.com/c/?PVGAssetManagementCo/2f3bc9b062/TEST/aabcf56eb2


Health Care 825 2.8% 4.2% 

Financials 332 3.1% -0.5% 

Industrials 480 3.2% -1.2% 

Energy 490 1.3% -16.5% 

Telecommunications 147 3.2% -3.4% 

Utilities 219 2.0% -8.7% 

Materials 285 2.5% -6.5% 

Source: Bloomberg website, Returns are appreciation only. 

Interest Rates 

Fed Fund 0.25 5-Year 1.70 

3-Month 0.12 10-Year 2.26 

6-Month 0.31 30-Year 3.02 

2-Year 0.93     

Source: Bloomberg.com 

Economic Events This Week 

Date Event Forecast Previous 

23-Nov 
Existing Home 

Sales 
5.50M 5.55M 

24-Nov 
GDP-Second 

Estimate 
2.0% 1.5% 

24-Nov 

GDP Deflator 

Second 

Estimate 

1.2% 1.3% 

24-Nov 
Consumer 

Confidence 
99.6 97.6 

25-Nov Initial Claims 272K 271K 

25-Nov 
Personal 

Income 
0.4% -0.1% 

25-Nov 
Personal 

Spending 
0.3% 0.1% 

25-Nov Durable Orders 1.5% -1.2% 

25-Nov 

Durable Goods 

ex-

transportation 

0.5% -0.6% 

25-Nov 
Michigan 

Sentiment 
93.1 93.1 

25-Nov 
New Home 

Sales 
504K 468K 

Source: Briefing.com 

Economic Events Last Week 

Date Event 

 

 

This is an interesting data point, from MKM Partners, 

“There aren’t many episodes of the Fed hiking rates into an 

environment where investment grade corporate spreads 

were at current levels or higher. Those periods where the 

Fed did were characterized by fairly large equity market 

pullbacks, spanning from -18.5% to -46.5% with an 

average drawdown of -28%.” Our view on this is, in the 

bond market there is value in the less than stellar quality 

bonds, and if the trend were to continue to weaken rather 

than improve, we are likely headed for a bear market. This 

is something we will watch. If spreads continue to worsen 

then all assets will need to be repriced. In our view, the risk 

is there, and it needs to be respected, but at this point not 

likely to happen given the changes in Fed policy.  

The market has been extremely choppy this year, basically 

not going anywhere. It has moved from oversold to 

overbought again and again, in a sideways pattern. It looks 

to us a top is being formed. As the markets are overbought 

there still is upside, but not significant upside. We believe 

that a rotation in the market from Growth and into Value, 

Small, and Income stocks will most likely be the case. 

This week there are a number of economic reports that will 

help make the case that the Fed will move forward with a 

rate hike, but the most important data point will be the 

Employment report that is released on December 4th. 

Please visit our website for more information.  

www.pvgassetmanagement.com 
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17-Nov 
CPI for Oct. was reported in line with 

estimates of 0.2% 

17-Nov 
Core CPI for Oct. was 0.2% which was 

also in line with expectations  

17-Nov 
Industrial Production for Oct. was 

down -0.2% vs. forecasts of 0.1% 

17-Nov 

Capacity Utilization for Oct. was 

reported at 77.5% which was in line 

with estimates 

18-Nov 
Housing Starts for Oct. were 1060K 

compared to expectations of 1173K 

18-Nov 
Building Permits for Oct. were 1150 

vs. forecasts of 1137K 

19-Nov 
Initial Claims for the week of 11/14 

came in at 271K vs. estimates of 272K 

19-Nov 

The Philadelphia Fed for Nov. was 1.9 

which was higher than expectations of 

-1.0 

19-Nov 

The Leading Indicators for Oct. was 

reported at 0.6% which was in line 

with forecasts 

Source: Briefing.com 
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