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Index Performance: As of December 11, 2015 

Index Price 
Last 

Week 
YTD 

Dow Jones 30 17265 -3.3% -3.1% 

S&P 500 2012 -3.8% -2.3% 

NASDAQ 4933 -4.1% 4.2% 

Russell 2000 1124 -5.1% -6.7% 

Russell 2000 Growth 701 -4.9% -3.0% 

Russell 2000 Value 1364 -5.2% -10.5% 

Russell 1000 Growth 987 -3.6% 2.7% 

Russell 1000 Value 1162 -2.2% -3.9% 

Shanghai SE Index 3576.89 -3.1% 5.5% 

SPDR Gold Shares 103.11 -0.9% -9.2% 

GS Crude Oil Total Return 6.40 -11.4% -49.0% 

Powershares US $ Index 25.35 -0.9% 5.8% 

Ishares EAFE Index  58.17 -4.4% -4.4% 

iShares Barclays 20+ Yr 

Treasury Bond 
123.76 2.6% -1.7% 

Utilities Select Sector ETF 41.79 -1.6% -11.5% 

Vanguard REIT ETF 77.66 -1.8% -4.1% 

iShares Mortgage Real 

Estate 
9.46 -3.5% -19.2% 

Wells Fargo BDC 19.81 -7.3% -11.6% 

Alerian MLP ETF 10.30 -5.6% -40.2% 

iShares Global Telecom 57.59 -3.6% -4.2% 

Source: Bloomberg & MSN, Returns are appreciation only. 

S&P Sector Performance 

Index Price 
Last 

Week 
YTD 

Information Technology 720 -4.1% 4.0% 

Consumer Disc. 617 -4.0% 7.8% 

Consumer Staples 505 -2.0% 1.1% 

  

A Word on the Market by Pat Adams, CFA 

 

The big news recently has been the fear in the junk bond 

market. Below are the CCC credits, which are the lowest 

rated junk debt. Pretty amazing it has a 17.7% yield. It 

does reflect similar concerns that occurred in 2011 with 

the Greek crisis and the European recession potentially 

dragging the U.S. down as well. It does not reflect the 

severe issues that occurred in 2008. In our opinion, with 

yields in the 15% to 20% range it reflects a recession, 

especially given the 10 year treasury yield is only 2%. It 

certainly feels like we are in a recession, but according to 

the Atlanta Fed it appears this quarter is tracking close to 

2%. Unless we are in a recession, or approaching one 

soon, these yields are too high. Our view is we would 

rather own the CCC portion of the junk bond market than 

Amazon (AMZN). 

 

Third Avenue Focused Credit (TFCVX), a junk bond 

mutual fund focused on very illiquid securities, closed 

their fund to redemptions as too many investors wanted 

out and they could not sell these illiquid positions. It 

seems a mutual fund should not own illiquid positions, 

whereas it is okay for private funds. This news on Third 

Avenue has caused some of the recent problems in the 

junk bond market. 

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


Health Care 810 -2.1% 2.3% 

Financials 315 -5.4% -5.5% 

Industrials 458 -3.4% -5.9% 

Energy 443 -6.5% -24.5% 

Telecommunications 145 -2.6% -5.0% 

Utilities 210 -1.8% -12.4% 

Materials 275 -4.1% -9.8% 

Source: Bloomberg website, Returns are appreciation only. 

Interest Rates 

Fed Fund 0.25 5-Year 1.56 

3-Month 0.23 10-Year 2.13 

6-Month 0.52 30-Year 2.87 

2-Year 0.88     

Source: Bloomberg.com 

Economic Events This Week 

Date Event Forecast Previous 

15-Dec CPI 0.0% 0.2% 

15-Dec Core CPI 0.2% 0.2% 

16-Dec 
Building 

Permits 
1150K 1150K 

16-Dec Housing Starts 1135K 1060K 

16-Dec 
Capacity 

Utilization 
77.5% 77.5% 

16-Dec 
Industrial 

Production 
-0.1% -0.2% 

16-Dec 
FOMC Rate 

Decision 
0.50% 0.25% 

17-Dec Initial Claims 276K 282K 

17-Dec 
Philadelphia 

Fed 
2.0 1.9 

17-Dec 
Leading 

Indicators 
NA 0.6% 

Source: Briefing.com 

Economic Events Last Week 

Date Event 

9-Dec 

Wholesale Inventories for Oct. was 

down -0.1% compared to estimates of 

0.1% 

10-Dec 

Initial Claims for the week of 12/5 

were reported at 282K vs. 

expectations of 269K 

An oil price in the mid $30’s is really amazing. The 

problem is slowly resolving itself, as active oil rigs in the 

U.S. have been plunging. Could oil go lower? Sure, but at 

these prices most U.S. mid and small companies are not 

able to recoup the cost to get it out of the ground. We 

expect to see major declines in oil production soon. About 

15% of the junk bond market is in energy, it is easy to 

assume the worst, but this should not be impacting non-oil 

credit. Lastly on oil, it did bottom around $28 during the 

credit crisis, which seems like a reasonable assumption, or 

anywhere in the $30 range also seems to be reasonable. 

We are in the ballpark. 

 

Last week, “FANG” significantly underperformed the 

market, down over 5%. These stocks, and the market, in 

the short term, are significantly oversold. It would seem 

reasonable to see a bounce and or a rotation. We are in the 

camp of a rotation into value/income, and out of 

momentum stocks otherwise we are headed for a bear 

market.    

In the last couple of days, the BDCs have taken a hit, and 

are retesting their lows. Other yield oriented stocks are 

also getting impacted by the carnage in the junk bond 

market. Medley Capital (MCC) as an example, reported a 

good quarter last week with 1 penny better than expected, 

overearning their dividend, and amongst other things 

announced a large share repurchase of $50 million. The 

repurchase will be extremely accretive.  Net asset value is 

$11.00 per share, but perhaps with the junk bond market it 

should be $10.50. At this level the stock is 50% 

undervalued, and that is just silly! We believe this sector 



 

10-Dec 

Continuing Claims for the week of 

11/28 ere 2243K vs. forecasts of 

2167K  

11-Dec 
Core PPI for Nov. was 0.3% vs. 

expectations of 0.1%  

11-Dec 
PPI for Nov. was up 0.3% vs. 

estimates of -0.1% 

11-Dec 
Retail Sales for Nov. was up 0.2% 

compared to forecasts of 0.3% 

11-Dec 
Retail Sales ex-auto for Nov. was 

0.4% vs. estimates of 0.3% 

11-Dec 
Business Inventories for Oct. was flat 

vs. expectations of 0.1% 

11-Dec 
The Michigan Sentiment for Dec. was 

91.8 compared to forecasts of 91.6 

Source: Briefing.com 
 

will be a big winner in 2016. 

The Fed is expected to raise rates on Wednesday, and then 

be cautious about any further raises. Our opinion, the Fed 

has completely mismanaged this entire cycle, and they 

missed the opportunity to raise rates. It is dangerous 

raising rates when Europe, and Japan are easing, China is 

in some sort of recession, as is Latin America. Also, think 

about all the real estate that is being developed because it 

works with zero percent interest rates, but it may not work 

with 2% interest rates. 

Please visit our website for more information.  

www.pvgassetmanagement.com 
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