
 

 

 C o m m e n t a r y  

(cont. on reverse) 

E c o n o m i c  H i g h l i g h t s  

S&P 500 2,043.94 

DJIA 17,425.03 

NASDAQ 5,007.01 

OIL $37.07barrel 

GOLD $1,060.50/ounce 

10 YEAR TREASURY YIELD 2.27% 

UNEMPLOYMENT 5.0%  

GDP 2.0% in Q3 2015 (revised) 

CONSUMER PRICE INDEX 

(CPI) 

+0.0% 

12 month change: +0.5% 

CORE CPI 

+0.2% 

12 month change: +2.0% 

 
GDP - 3rd quarter GDP was revised down slightly from 

2.1% to 2.0%. 2.0% growth doesn’t sound great, but a 

slow and steady economic expansion sets the equity 

market up for a long bull market run 

 
Fed Interest Rates - increasing the Fed fund rate signals 

the economy is on stronger footing than previous years. 

The Fed needs to be very careful on how fast interest 

rates are moved up 

 

ISM - for the 4th month in a row, ISM Manufacturing 

Index monitoring employment, production inventories 

and new orders has shown weakening.  Final numbers 

came in at 48.6, with anything below 50.0 indicating a 

contraction in ISM. 
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2015 is in the books and it was another wild ride. We saw the Federal Open Market Committee (FOMC) increase interest rates 

for the first time in seven years (from zero-0.25% to 0.25-0.50%), while the European Central Bank (ECB) and Bank of Japan 

(BOJ) both continued monetary easing policies. China’s continued transition to a consumer based economy proved to be 

bumpy in 2015, but this transition should be a positive in 

the long-run. Big market swings in late summer, currency 

devaluation by China, China’s economic slowdown and 

collapsing commodity prices tested market participators. 

The CRB index (basket of commodities), gold, and oil are 

all trading around their 2015 lows and excess oil supply 

and high inventory levels helped cause the continued 

decline; oil’s 2015 high was $62.58/barrel and low was 

$34.53/barrel, a 44.8% drop from top to bottom in 2015.  

Turning to the equity markets, 2015 ended the current 

cyclical bull market, but was able to transition the markets 

from a secular bear market to a secular bull market. But the 

end of the cyclical bull market doesn’t spell grave danger. 

We believe we are in a correction phase within a secular 

bull market.  And, while we expect 2016 to be a choppy 

year (and even more so than 2015), we believe the strength 

of corporate America will allow the U.S. markets to end in positive territory.  

For 2015, the S&P 500 finished down 0.73%. S&P total returns (total returns includes dividends reinvested) finished up 

1.38%. The 2015 market pause should be healthy for stocks in the long-run. One final note on the overall stock market; we 

have yet to see or feel any excess exuberance in the stock market. Newspapers, magazines, online blogs and other media 

outlets are not championing the bull market will go forever. Causal investors that typically do not follow the markets aren’t yet 

giving out those “hot stock tips to buy.” These sentiment indicators work the best at tops, and we seem to be far from this 

feeling and far from a major market top.  

US large cap multinational firms are still facing a headwind with the strong US dollar. US companies selling goods overseas 

must make a decision on how to handle the strong dollar: they can sell the goods at a competitive price in  



 

 

Index 3 Mo 1 Yr 3 Yr 5 Yr 

S&P 500 7.04 1.38 15.13 12.57 

MSCI EAFE 4.75 -0.39 5.46 4.07 

BARCAP AGG BOND -0.57 0.55 1.44 3.25 

     
Data as of 12/31/2015.  Investments cannot be made directly into an index.  

M a r k e t  T r a c k e r  

(Continued) 
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This report is created by Portfolio Partners. Portfolio Partners provides investment research, portfolio and model 
management, and investment advisor services to investment advisor representatives.  

 
Consider the investment objectives, risks, charges and expenses carefully. This is not an offer to buy or sell any financial 
instruments  and should not be relied upon as the sole factor in an investment-making decision. Opinions expressed are not 
intended as specific investment advice or to predict future performance.   This information is not intended as investment or 

tax advice. Investors should consult a financial planner and tax advisor.   

(cont.)                 the overseas market or sell goods at a standard US dollar price. In either case, the US dollar is at an inflection point, 

and it is something that will drive decisions on how the portfolio is positioned going forward.  

December economic numbers were pretty much in-line. The big news from last month was the FOMC increase in interest 

rates. The Fed increased its funds target range from zero to 0.25% up to 0.25%-0.50%. The vote was unanimous at 10-0. 

Although this is a tightening policy by definition, we view this as a positive for the economy. Moving off an emergency 

level towards a normal interest rate environment signals that the Fed believes we are on stronger footing from an economic 

stand point. The argument that inflation has yet to show up is a valid one. Personal consumption expenditures (PCE) were 

flat month-over-month and up only 0.4% year-over-year. PCE is the Fed’s main indicator when looking at inflation. 

Consumer Price Index (CPI) and Producer Price Index (PPI) both told a similar story, although core CPI (ex food & energy) 

saw a 2.0% increase year-over-year. On the employment front, nonfarm payrolls added 211k jobs and the unemployment 

rate stayed unchanged at 5.0%. Average hourly earnings increased slightly at 0.2%. Revised third quarter GDP came in at 

2.0%, right in-line with consensus estimates. 

We continue to believe that we are in the midst of a secular bull market. Our team is keeping an eye on support and 

resistance levels on the S&P 500, while being mindful of rebalancing at opportune times. Our outlook remains bullish on 

equities for the long-term and we believe that improving economic conditions will persist in the future. The equities in our 

portfolios remain diversified based on our strategic modeling, and movements in treasury yields are being watched closely. 

Our fixed income positions continue to be tactically underweight to government bonds and overweight to corporate, high 

yield, floating rate, and global bonds, focusing on shorter-duration.  


