
 

Market in a Minute 
February 2, 2016 

Index Performance: As of January 29, 2016 

Index Price 
Last 

Week 
YTD 

Dow Jones 30 16466 2.3% -5.5% 

S&P 500 1940 1.7% -5.1% 

NASDAQ 4614 0.5% -7.9% 

Russell 2000 1035 1.4% -9.9% 

Russell 2000 Growth 630 -0.1% -10.9% 

Russell 2000 Value 1287 3.0% -6.8% 

Russell 1000 Growth 943 0.8% -5.7% 

Russell 1000 Value 1103 2.6% -5.2% 

Shanghai SE Index 2865 -6.1% -22.7% 

SPDR Gold Shares 106.95 1.9% 5.4% 

GS Crude Oil Total Return 5.12 6.0% -17.8% 

Powershares US $ Index 25.86 0.0% 0.8% 

Ishares EAFE Index  55.48 1.8% -5.5% 

iShares Barclays 20+ Yr 

Treasury Bond 
127.30 1.6% 5.6% 

Utilities Select Sector ETF 45.42 3.7% 4.9% 

Vanguard REIT ETF 76.99 0.8% -3.4% 

iShares Mortgage Real 

Estate 
9.06 4.3% -5.2% 

Wells Fargo BDC 18.47 0.9% -8.9% 

Alerian MLP ETF 10.40 4.8% -13.7% 

iShares Global Telecom 58.81 3.3% 1.7% 

Source: Bloomberg & MSN, Returns are appreciation only. 

S&P Sector Performance 

Index Price 
Last 

Week 
YTD 

Information Technology 686 2.1% -4.9% 

Consumer Disc. 589 1.2% -5.2% 

Consumer Staples 521 3.2% 0.4% 

  

A Word on the Market by Pat Adams, CFA 
 

Last week played out as we expected, the reason was 

slightly different than we thought. As expected Apple had 

a very disappointing quarter and brought the market down, 

and the Fed talked down the economy with words of being 

data dependent. On Friday, GDP was reported and it was a 

disappointing .7% growth. The bank of Japan surprised the 

market on Friday by dropping their interest rate below zero. 

Can you imagine putting your money in the bank and 

actually being charged to keep it there? Now both Europe 

and Japan have negative overnight rates. This caused the 

stock market to move up significantly on Friday.  

 

The Fed always does this, raises interest rates in a slowing 

economy, as unemployment drops to a point where it 

begins to become inflationary, when it is late in an 

economic recovery while demand naturally flattens out. 

Interest rates rise as a result, and the Fed puts the economy 

into a recession. Remember we are more global now than 

ever. By the Fed just doing nothing, the dollar goes up as 

investors cannot make money on their deposits in Europe 

or Japan, demand for dollars goes up. Thus rates when 

compared globally are very high in the U.S. As a result of 

the high dollar, the industrial sector and commodities are 

declining. If the Europeans and Japanese have negative 

interest rates and push rates lower, the Fed is by definition 

tightening by doing nothing. These are the type of things 

the average investor has no idea of what is happening. 

The ISM Index was reported on Monday, this is a good 

gauge of the industrial sector, and it showed again a decline 

in the manufacturing sector. We believe until we get a 

significant pickup in manufacturing, the Federal Reserve is 

on hold in their plan to raise rates four times over a 12 

month period.  

 

The S&P 500 is up from the low on January 20th, about 

6.9%. That seems like a lot, although, the market had a 

whiff of recession in it, and, although the 4th quarter GDP 

for now is still positive, we are not in an official recession.  

A 50% or more retracement from the recent low to the 

previous high seems appropriate, which would put the S&P 
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Health Care 769 -1.9% -7.7% 

Financials 293 2.0% -9.0% 

Industrials 437 2.8% -5.8% 

Energy 435 4.2% -3.1% 

Telecommunications 158 4.3% 5.5% 

Utilities 231 3.7% 4.9% 

Materials 245 0.7% -10.6% 

Source: Bloomberg website, Returns are appreciation only. 

Interest Rates 

Fed Fund 0.50 5-Year 1.33 

3-Month 0.33 10-Year 1.94 

6-Month 0.43 30-Year 2.75 

2-Year 0.76     

Source: Bloomberg.com 

Economic Events This Week 

Date Event Forecast Previous 

1-Feb Personal Income 0.2% 0.3% 

1-Feb 
Personal 

Spending 
0.2% 0.5% 

1-Feb 
Construction 

Spending 
0.5% -0.6% 

1-Feb ISM Index 48.3 48.0 

4-Feb 
Productivity-

Prel 
-1.7% 2.2% 

4-Feb Factory Orders -2.6% -0.2% 

5-Feb 
Nonfarm 

Payrolls 
188K 292K 

5-Feb 
Unemployment 

Rate 
5.0% 5.0% 

5-Feb Hourly Earnings 0.3% 0.0% 

Source: Briefing.com 

Economic Events Last Week 

Date Event 

26-Jan 
The Consumer Price Index for Jan. 

came in at 98.1 vs. estimates of 96.8 

27-Jan 

New Home Sales for Dec. were 

reported at 544K, which was higher 

than expectations of 506K 

28-Jan 
Initial Claims for the week of 1/23 were 

275K compared to forecasts of 285K 

500 around 1945. Perhaps there is some more upside as the 

market, on a fundamental basis, got too negative, the Fed 

has no ability to raise rates at this point. 

 

We believe most Central Banks around the globe have done 

what they can, and the world needs fiscal policy in a big 

way. Monetary policy can only do so much. As a result, 

and unfortunately the market is going to start to follow the 

primaries. End demand is naturally slow after 7 years of an 

economic cycle. What the market wants is lower tax rates, 

less regulation, and repatriation of all the corporate money 

overseas. The next significant move in the market needs to 

be driven by fiscal policy.   

 

As we have been saying, we are in a bear market, this one 

seems to be moving in slow motion. Below, please see a 

chart of the S&P 500 in blue and the 20, 50, and 200 day 

moving average. The trend for now is negative. 

S&P 500 
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28-Jan 

Durable Orders for Dec. declined -

5.1%, which was worse than estimates 

of -0.5% 

28-Jan 

Durable Orders ex-Transportation for 

Dec. was -1.2% compared to 

expectations of -0.1% 

29-Jan 
GDP-Adv. for Q4 was 0.7% compared 

to estimates of 0.9% 

29-Jan 
GDP Deflator for Q4 was 0.8% vs. 

forecasts of 0.9% 

29-Jan 
The Chicago PMI for Jan. came in at 

55.6 compared to expectations of 45.0 

29-Jan 

The Michigan Sentiment for Jan. was 

reported at 92.0 which was slightly 

lower than estimates of 93.2 

Source: Briefing.com 
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