
 

 

 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 2,065.30 

DJIA 17,773.64 

NASDAQ 4,775.36 

Oil $45.99/barrel 

Gold $1,267.00/ounce 

10 Year Treasury Yield 1.82% 

Unemployment 5.0%  

GDP 0.5% in Q1 2016 (1st estimate) 

Consumer Price Index 

(CPI) 

+0.1% 

12 month change: +0.9% 

Core CPI 

+0.1% 

12 month change: +2.2% 

 
ISM manufacturing index - the ISM manufacturing index  

monitors employment, production inventories, new orders 

and supplier deliveries. A +50 reading is positive and that 

is what we got (51.8). ISM has been down for a while and 

its great to see some strength in this index 

 
Employment Situation - Unemployment rate increased 

from 4.9% to 5.0%. Although we saw an increase in 

unemployment we also saw an increase in the participation 

rate (+0.1% to 63.0%) and an increase in hourly earnings 

(+0.3%) 

 
Retail sales - retail sales were down 0.3% month-over-

month with most of the decrease being attributed to lower 

auto sales. The 2.1% drop in auto sales was the biggest 

drop for vehicle sales since February 2015 

Monthly Newsletter 
May 2016 

The S&P 500 has made a remarkable recovery from the low in February of this year by gaining more than 200 points in April 

(16.6% return to be exact).  The last few trading days in April were not kind to the rally, as the market pulled back and closed at 

2065, leaving us up 1.35% year-to-date. Is this the start of the bigger pullback that we have been predicting? Possibly a “sell-in-

May and go-away?”  A pullback would make summer a choppy and volatile market before stocks find their footing and rally 

into the end of the year. Here are a few reasons to think that this could be that pullback: 

1. Possible resistance levels hold (technical 

analysis) 

2. The Fed and possible rate hikes  

3. Lackluster first quarter GDP estimates 

4. Possible bad earnings reports 

Without getting into all of the technical details, 
we can see from the chart that the S&P 500 has 

been making lower lows and lower highs 
(marked by the blue arrows). This, by the most 

basic technical analysis, is bearish. We can also 
see that the market price stopped right around 
the same spot it stopped in November of 2015 

(2100ish). This is a classic case of resistance, where previous buyers at that level are happy to sell back at a breakeven price. 
Until this resistance is broken in a significant way, the market is not going to be in the bull’s hands. Right now we have 

projections to the downside at different price levels and also upside price targets depending on the degree of this pullback. As it 
stands today, we are in “hurry up and wait” mode, with more time needed to determine what kind of pullback this is going to be. 

We are now through the first quarter of 2016 and the Fed has reduced their 2016 projections of interest rate hikes from four to 

two. The next Federal Open Market Committee (FOMC) meeting announcement is June 15, and the consensus right now among 
economists is that the Fed will not raise rates. Our Portfolio Partner’s team is split 50-50 on whether rates will move up or not. 

There is good economic data here in the U.S. that suggests a move away from emergency interest rate levels, but the global 
concerns still seem to be the driving factor for the Fed’s decision. A raise in interest rates could strengthen the dollar, which 
would in turn make commodity prices more expensive and hurt foreign economies. The Fed is in a tough place; let’s hope they 

get this right. 



 

 

Index 3 Mo 1 Yr 3 Yr 5 Yr 

S&P 500 7.05 1.21 11.26 11.02 

MSCI EAFE 7.82 -8.89 1.92 2.16 

BarCap Agg Bond 2.02 2.72 2.29 3.60 

     Data as of 4/30/2016.  Investments cannot be made directly into an index.  

M a r k e t  T r a c k e r  
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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.)                 First quarter GDP estimates came in slightly below the consensus at 0.5%. We thought there was a chance that the 
GDP would be a little down in the first quarter before turning up later this year (and there still is, as this is the first estimate). 

The 0.5% is not outstanding, and the market did not react positively or negatively when the reading was released. Consumer 
spending was a positive when drilling into the details, and ultimately we believe that the consumer will be driving this 

economy and the market after a pullback. 

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 (long term). Our team is keeping an eye on multiple technical indictors on the S&P 500 while also 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 markets as Quantitative Easing should improve companies’ balance sheets and in turn help stock returns. 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. 


