
 

Market in a Minute 
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Index Performance: As of July 31, 2015 

Index Price 
Last 

Week 
YTD 

Dow Jones 30 17690 0.7% -0.7% 

S&P 500 2104 1.2% 2.2% 

NASDAQ 5128 0.8% 8.3% 

Russell 2000 1239 1.0% 2.8% 

Russell 2000 Growth 786 1.1% 8.8% 

Russell 2000 Value 1477 0.9% -3.1% 

Russell 1000 Growth 1025 1.2% 6.6% 

Russell 1000 Value 1207 1.2% -0.2% 

Shanghai SE Index 3838 -7.8% 13.2% 

SPDR Gold Shares 104.93 -0.4% -7.6% 

GS Crude Oil Total Return 9.17 -3.3% -26.9% 

Powershares US $ Index 25.43 -0.1% 6.1% 

Ishares EAFE Index  64.78 1.4% 6.5% 

iShares Barclays 20+ Yr 

Treasury Bond 
122.26 0.7% -2.9% 

Utilities Select Sector ETF 43.99 3.9% -6.8% 

Vanguard REIT ETF 79.00 1.2% -2.5% 

iShares Mortgage Real 

Estate 
10.85 2.2% -7.3% 

Wells Fargo BDC 21.32 1.0% -4.8% 

Alerian MLP ETF 15.41 2.3% -10.5% 

iShares Global Telecom 62.91 1.2% 4.7% 

Source: Bloomberg & MSN, Returns are appreciation only. 

S&P Sector Performance 

Index Price 
Last 

Week 
YTD 

Information Technology 712 0.3% 2.9% 

Consumer Disc. 636 1.7% 11.0% 

Consumer Staples 515 1.1% 3.1% 

  

A Word on the Market by Pat Adams, CFA 
 

This Friday we will get the Employment report, which is 

expected to be above 200,000 jobs created and for the 

Unemployment Rate to hold steady at 5.3%. You can see 

from the chart below the Unemployment Rate is at a 

relatively low level and does not justify the Fed remaining 

with a 0%-.25% Fed Funds rate.  

 
We believe the Fed will likely raise rates in either 

September or December, which was not made completely 

clear last week after the Fed met. We would argue the Fed 

is concerned about international issues, but have their 

fingers on the trigger. When they start raising rates it will 

be difficult for them to stop without causing more 

concerns. 

 

As you may well know, we have been focused on the 

BDC sector. Many report earnings this week. We do not 

see any significant issues, credit should be stable, and 

cash flow should be level or slightly higher than the 

previous quarter. Blackrock (BKCC) reported last week 

and had a very good quarter. 

 

The market has rallied in July from a depressed level, but 

has failed to make a new high. It appears to be tiring and 

has run out of gas several times now around 2130 on the 

S&P 500, as the internals have been very weak. If the 

Employment report is not just right it will be an issue for 

the market.  

 

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


Health Care 885 2.3% 11.7% 

Financials 339 0.1% 1.7% 

Industrials 467 2.5% -4.0% 

Energy 508 -0.4% -13.4% 

Telecommunications 152 1.3% -0.6% 

Utilities 223 3.9% -7.0% 

Materials 288 2.0% -5.6% 

Source: Bloomberg website, Returns are appreciation only. 

Interest Rates 

Fed Fund 0.25 5-Year 1.54 

3-Month 0.08 10-Year 2.20 

6-Month 0.14 30-Year 2.92 

2-Year 0.67     

Source: Bloomberg.com 

Economic Events This Week 

Date Event Forecast Previous 

3-Aug Personal Income 0.3% 0.4% 

3-Aug 
Personal 

Spending 
0.2% 0.7% 

3-Aug ISM Index 53.7 53.5 

3-Aug 
Construction 

Spending 
0.6% 1.8% 

4-Aug Factory Orders 1.8% -1.0% 

6-Aug Initial Claims 271K 267K 

7-Aug 
Nonfarm 

Payrolls 
227K 223K 

7-Aug 
Unemployment 

Rate 
5.3% 5.3% 

Source: Briefing.com 

Economic Events Last Week 

Date Event 

27-Jul 

Durable Orders for Jun. came in at 

3.4% which was higher than forecasts 

of 3.0% 

27-Jul 

Durable Orders ex-transportation for 

Jun. was up 0.8% compared to 

estimates of 0.5% 

28-Jul 
Consumer Confidence for Jul. was 90.9 

vs. expectations of 100.00 

29-Jul 
Pending Home Sales for Jun. declined -

1.8% compared to estimates of 1.0% 

At PVG, known for capital preservation, we highlight an 

example of a company we like with great risk/reward.  

This is not a recommendation, but was recently added as a 

position in our Loss Averse Equity Income strategy. 

 

Trinseo (TSE), is a global chemicals company that Bain 

Capital took public last year at $19 per share after 

acquiring the business from Dow Chemical in 2010. (The 

original IPO range was $22-$25, which Bain felt was too 

low.) The fundamentals and estimates have improved 

dramatically. Since the IPO, EPS estimates have increased 

63% from $2.55 to $4.16 for 2015. Oddly, business is 

accelerating, and the street is modeling DOWN for 2016. 

We think they are wrong. TSE has 4 company divisions, 

and our research shows all 4 divisions are doing better 

than expectations. 

 

Despite the improving fundamentals, the bears have been 

vocal, and the shorts are very aggressive as the stock has 

pulled back recently from $30+.  With macro concerns in 

China and Europe, the negativity is overdone. The short 

thesis argument for TSE focuses on China weakness, 

Europe weakness (economic & political) and a 

forthcoming secondary offering from Bain, all of which 

are incorrect. First, China’s weakness is on the 

infrastructure industrial side, having nothing to do with 

the products TSE sells. Second, Europe is actually 

accelerating. Third, a secondary offering may happen, but 

off of a very strong quarter. But the increased liquidity 

will be a positive, which means any secondary likely 

won’t come at a discount. TSE short interest is up to 

nearly 4mm shares on a float of around ~11.5mm (so 

around 35% of the float).  These issues are contributing to 

a very low multiple on TSE that is unjustified. Investors 

have an asymmetric opportunity in TSE going into the 

report on Wednesday, August 4th as we expect a strong 

quarter and outlook. Fundamentals are re-accelerating. 

TSE remains very cheap on $4.25 EPS in 2016 and 

$5.00+ in 2017. We believe it is likely that we see TSE 

back in the low $30s near-term after a solid print and 

much higher in the next few quarters. Conservatively 

assigning a 12x P/E to be achieved 12 months from now 

on our 2017 estimate provides for a $60 price target, or a 

140% gain from current levels.  TSE still appears 

incredibly cheap at current levels.  With improving 

fundamentals, EPS estimates moving higher, and the 

shorts pressing this bet on the wrong information, we 

think they are going to get buried. 
 
Please visit our website for more information.  

www.pvgassetmanagement.com 
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29-Jul 
The FOMC Rate was left unchanged at 

0.25% as expected 

30-Jul 
The Initial Claims for the week of 7/25 

were 267K vs. forecasts of 271K 

30-Jul 
GDP-Adv. for Q2 came in at 2.3% vs. 

expectations of 2.5% 

30-Jul 
The Chain Deflator-Adv. for Q2 was 

2.0% compared to estimates of 1.5% 

31-Jul 
The Chicago PMI for July was 54.7 vs. 

forecasts of 50.5 

31-Jul 
The Michigan Sentiment-Final for July 

was 93.1 vs. expectations of 94.0 

Source: Briefing.com 
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