
 

 

 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 1,932.23 

DJIA 16,516.50 

NASDAQ 4,557.95 

OIL $33.90/barrel 

GOLD $1,239.30/ounce 

10 YEAR TREASURY YIELD 1.74% 

UNEMPLOYMENT 4.9%  

GDP 1.0% in Q4 2015 (2nd estimate) 

CONSUMER PRICE INDEX 

(CPI) 

+0.0% 

12 month change: +1.4% 

CORE CPI 

+0.3% 

12 month change: +2.2% 

 
The Consumer - Personal income, average hourly 

earnings and consumer spending all jumped 0.5%. 

Savings rate remained unchanged at 5.2% and average 

workweek increased 0.1 hours. 

 
Inflation - core PPI and CPI are showing signs of 

inflation as is wage growth.. Commodity prices are still 

holding back headline inflation. 

 
ISM - ISM Manufacturing Index had it’s fourth sub-50 

reading in a row. This is by far the worst run for this 

closely watched indicator since the Great Recession days 

of 2009. 
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Up and down… up and down. The stock market feels like a yo-yo right now! Did we think 2016 was going to be choppy and 

volatile? Yes, but we would be lying if we thought it was going to be this whippy in the first two months of the year. Recently, we 

saw the S&P 500 make intraday lows of 1,812.29 and rally 

7.4% over the next nine days—only to give it all back and 

then some nine days later. But guess what?  We bounced 

right back; bulls and bears are getting run over at every turn. 

As it stands the S&P 500 is down 5.1% YTD and finished 

February down 0.13%. This price movement has created 

some key support and resistance levels. Support and 

resistance levels are created when -stocks, indices, ETFs and 

anything else that trades -bottoms or tops at around the same 

price. The more times an index reaches those similar price 

points, the more significant the support and resistance areas 

become.  

We can see from the chart where the battle lines are being 

drawn for the bulls (support) and the bears (resistance). In the 

near-term we should see buyers dig their heels in around 

1,810, and sellers show up near 1,947 to 1,962. For now, we just closed above the 50 day-moving-average (DMA) which also acts 

as support or resistance (depending on what side price is on) and are up against the resistance zone created by previous price 

action. A break above this resistance zone should propel us into the next resistance zone at 1,990-2,005. A failure to break above 

this level would bring the 1,810 support level into play. Although we believe 1,810 support level will be tested again at some 

point this year, we are currently at an inflection point; how things play out will determine if, how, and when 1,810 is tested. 

One of the best reports we saw this month was from Barclays regarding a recession in the US. Per Barclays, “The financial 

markets are forecasting a 72% chance of a recession, but based on economic data the probability is just 16%.” Well, we’re either 

going to see economic data start to weaken and we’ll enter a recession or the financial markets will bounce when they realize 

there is a low risk of an imminent recession. We think the latter will play out over the course of 2016 as we continue to see 

positive economic data and our technical analysis continues to point to a long-term bull market.  



 

 

Index 3 Mo 1 Yr 3 Yr 5 Yr 

S&P 500 -6.59 -6.19 10.75 10.13 

MSCI EAFE -10.10 -14.80 0.81 1.01 

BARCAP AGG BOND 1.77 1.50 2.22 3.60 

     
Data as of 2/29/2016.  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.)                 In addition, if a recession is coming, consumers and businesses haven’t been notified. Personal income and 

consumer spending both jumped 0.5% in January while the savings rate remained unchanged (spending didn’t come at the 

expense of savings) at 5.2%. Add this to the drop in unemployment rate (5.0% to 4.9%), an increase in participation rate 

(+0.1%), an increase in average hourly earnings (+0.5%) and an increase in the average workweek (+0.1 hours), and it 

seems like the economy is humming along nicely. Want more? Job openings surged in December and fourth-quarter GDP 

estimates (second estimate) was revised upward by 0.3% to 1.0%. So why isn’t the stock market on its way to new highs? 

We think it has to do with market participants reverting back to “good news is bad.” With every economic report and 

inflation numbers starting to pick up (which is showing up in wages, core CPI and core PPI), the market is fearful of rate 

increases. To illustrate:  You took a fall and scraped your knee (market 2008-2009). You bandaged it up and it feels better 

(market 2013, making new highs). Unfortunately, you forgot to take the bandage off and now it’s going to be ever-so 

slightly painful when it’s removed (currently). In the end, this is the only way your scraped knee will be healthy and fully 

back to normal (normal rate environment in the future), so you have to take the bandage off. Just don’t rip the bandage off 

too fast, Federal Reserve!  

Although 2016 looks to be a tough year with increased volatility, 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. Opportunities should present themselves at some point for strong foreign 

market as QE easing should improve companies’ balance sheets and in turn help stock returns. We are in the early stages of 

analyzing the “Brexit” (the possibility of Britain’s withdrawal from the EU) and what that could mean for equities and bonds 

both domestic and foreign. 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. 


