
 
 

 

   WEALTH & PENSION SERVICES GROUP, INC.     

- ‹#› -   WEALTH & PENSION SERVICES GROUP, INC.      WWW.WEALTHANDPENSION.COM 
 

 

- 1 - 
 

Source: Bloomberg.com, Econoday 

Source: Bloomberg.com, Econoday 

Chart 1 

Chart 2 

Q3|2015 Commentary 
 
Overview 

As the summer months came to a close, the global markets began to show cracks and volatility increased 

dramatically. Stocks corrected, bonds were weak, and commodity prices continued their previous path, lower.  

The S&P 500 dropped over 10% from its early summer peak, leaving it in the red on a year-to-date basis through 

Q3. The international markets weren’t any better and also sold off sharply. Overall, the global recovery appears 

to have taken a breather; however, most central banks remain committed to their easy money policies which 

may lead to future growth and higher asset prices.  

  
 

U.S. Economy  

As predicted, Q2 GDP was much improved over the first quarter’s 

reading and came in at an annualized real rate of 3.9%, as seen on 

Chart 1.1 Pent up demand linked to the harsh winter weather and 

port strikes was unleashed and drove domestic growth higher.  

 

The labor market continues to improve (Chart 2) as the 

unemployment rate and underemployment rates now stand at 

5.1%  and 10.3%, respectively.2,3 It’s impressive just how far the 

economy has come since the 2009 when the unemployment rate 

stood above 10%. In addition to the unemployment figures, 

recent data releases linked to new home sales and consumer 

confidence have been strong and also suggest the economy is 

healthy. 

 

Looking forward, the U.S. economic outlook remains positive, but 

has recently begun to show signs of growing tired. The strong U.S. 

dollar and low energy prices have produced headwinds for many 

U.S. corporations. These factors, coupled with weak international 

growth, led to the U.S. Federal Reserve’s (Fed) decision not to 

raise rates during their September meeting. This was concerning 

to many pundits who believed the Fed would raise rates this year 

due to strong domestic growth trends. In addition, many experts cited the Fed’s mention of weakness 

seen abroad as another concern (historically, the Fed hasn’t focused on the international economic 

landscape when making rate decisions). Even so, we remain optimistic and think the U.S. recovery will 

continue into the foreseeable future.  

 

 

Global Economy 

Outside the U.S., the economic picture remains mixed as many regions struggle with sluggish growth and 

deflationary pressures. Within Europe, growth slowed during the quarter due to fears over a weak Chinese 

economy. Yet, credit demand remains strong and is typically a good indicator of future growth. Also, the 

European Central Bank (ECB) continues to utilize their quantitative easing program and has recently said it will 
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increase it if needed. Finally, the issues surrounding Greece seem to have abated for now. This should allow 

policy makers to focus on how to stimulate economic growth.  

 

Japan continues to muddle along, but has recently experienced a slowdown in manufacturing and exports. Much 

of the weakness has been blamed on lack of Chinese demand and the recent strengthening of the yen. When a 

country’s currency strengthens, it effectively makes their goods more expensive and thus less attractive to 

foreign buyers. Even with all of the negative data, Japans remain in expansionary mode as of its latest 

manufacturing report.  

 

As we’ve previously notated, the emerging markets and frontier markets continue to struggle. Weak foreign 

demand, persistently low commodity prices, and capital outflows have all played a part. In addition, the Fed’s 

recent comments related to slowing global growth have increased uncertainty over their outlook. Looking 

ahead, countries currently experiencing slow growth such as Brazil and China will likely remain weak.  

 

 

U.S. Equities 

During the third quarter, U.S. stocks experienced large bouts of volatility and corrected by over 10% for 

the first time since 2011. The S&P 500 index (large caps) and Russell 2000 index (small caps) finished the 

quarter down 6.44% and 11.92%, respectively.4  

 

Last quarter, we reported that company valuations had reached very high levels and that the markets 

appeared vulnerable to intermediate-term weakness. In addition, we noted that momentum had started 

to wane and that risk to the downside 

outweighed upside potential. These factors 

along with others were likely catalysts of 

the recent correction. 

 

Looking ahead, valuations have returned to 

levels more conducive to positive future 

returns; however, the technical damage 

done to the long-term trend is concerning 

(see Chart 3). This suggests that negative 

investor sentiment will likely outweigh 

fundamentals in the near-term and 

volatility is likely to remain elevated. 

Nevertheless, our research continues to 

suggest that an inflection point is 

approaching (for more information on how we use technical data, please see: Investor Discussions - 

Technical Analysis. This has the potential to create a great buying opportunity as we approach the fourth 

quarter (seasonal analysis has shown that Q4 has historically been a favorable time to own stocks).  

 

 

 

 

Chart 3 

Source: Yahoofinance.com, MSCI, WPSG. Data as of 09/30/2015.  
You cannot directly invest in an index.   

http://www.wealthandpension.com/p/investor-discussions-technical-analysis
http://www.wealthandpension.com/p/investor-discussions-technical-analysis
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International Equities 

As shown on Chart 3, the international developed markets also struggled during the quarter. The MSCI EAFE 

index ended the quarter down 10.23%, as many of its underlying country indexes fell by nearly 20%.5 Within 

Europe, countries such as Germany, France, and Spain were hit the hardest. Outside Europe, the Asian-Pacific 

markets were not spared, as Japan and Australia experienced their own corrections. Although valuations within 

these markets appear relatively attractive compared to the U.S., many issues remain and their outlook is 

unclear. In the near term, they will likely trade in line with the U.S. markets as they attempt to find direction. 

 

Emerging Market (EM) and Frontier Market (FM) equities, as represented by the MSCI EM index and MSCI FM 

Index, finished Q3 down 17.90% and 10.74%, respectively.6 EM continued its recent struggles and sold off 

violently during the quarter. Many investors liquidated their exposure due to fears of slowing Chinese growth 

and other lingering issues. On a positive note, the frontier markets have been performing relatively well due to 

the recent stabilization of oil prices. Many Middle Eastern and African nations fall within this market and are 

highly correlated to the price of oil. Looking ahead, many analysts have predicted that oil prices may move 

higher over the next 12-18 months and this should bode well for the frontier regions.  

 

 

Fixed Income  

Bonds remained top of mind during the quarter, as everyone awaited the Fed’s rate decision. Although 

many experts expected a rate hike in September, the weakness seen in stocks led to safe-haven bond 

buying and pushed rates lower. The U.S. 10-year Treasury index (10-yr) finished the quarter down at 

2.06%.7 Lower rates led to the Barclays US Aggregate Bond Index finishing Q3 up by 1.23%.8 Riskier 

bonds as represented by the Barclays Corporate High Yield Bond Index ended down 4.86%; however, the 

Barclays Global Aggregate ex-USD Bond Index finished up 0.64% due to U.S. dollar weakness.9 

 

The outlook for bonds is cloudy at best. Interest rates remain at historic lows and are expected to rise as 

the global economic recovery ensues. Nevertheless, many central banks continue to keep their short-

term rates very low and many are buying bonds in the open market (the second action is known as 

quantitative easing). Either way, the upside for bonds appears limited and it’s our opinion that 

underweighting them relative to stocks may be a prudent decision.  

 

 

Commodities 

The commodity market was battered during the 

quarter even as the U.S. dollar remained relatively 

flat. The Bloomberg Commodity Index finished 

down 14.47%, while the U.S. dollar index was up 

less than a percent.10 Much of the poor 

performance was attributed to lower oil and 

agriculture prices.  

 

Commodities have struggled since mid-2014 (see 

chart 4) and continue to face significant headwinds 

including: the potential for further U.S. dollar 

Chart 4 

Source: Yahoofinance.com, WPSG. Data as of 09/30/2015.  
Indexes represented by ETF equivalents and may not accurately reflect the 
underlying commodity index. You cannot directly invest in an index.   
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strength, waning global demand, and oversupplied markets. With that being said, we think oil prices should start 

to stabilize in the coming quarters. Also, stock market uncertainty has historically led to higher gold prices. Gold 

is seen by many as a safe-haven currency and tends to do well during volatile periods.  

 

 

Outlook 

As the end of 2015 quickly approaches, the global markets remain uneasy and volatility is high. Federal 

Reserve policy continues to garner everyone’s attention and will likely play a major role in the market’s 

direction over the next few months.   

 

Overall, risk remains high but an inflection point may be nearing. Our long-term view of stocks continues 

to be positive but with an expectation that volatility is likely to persist. In addition, stocks remain 

relatively more attractive than bonds due to the increased likelihood of rates rising, and commodities 

remain in a bear market.  Finally, although cash is not paying much, it should be viewed as an effective 

risk-management tool in today’s highly volatile market environment.  

 

As always, please feel free to contact us with any questions you may have. 

 

 
William Kring, CFP®, AIF® 
Chief Investment Officer 
 
Matt B. Bailey, CFA®, CMT® 
Portfolio Manager 
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Important Risk and Disclosure Information  
Investing has risks, some of which may be substantial depending on the objective. Investors should carefully consider their 
objectives, risk tolerance and time horizon before investing. There is no guarantee that investment objectives will be 
achieved. Diversification does not necessarily ensure a profit or protect against a loss. Certain investments discussed may 
not be liquid. ETF’s, non-traded securities and closed-end funds and other investments could be worth more or less than 
their net asset value when bought or sold. A complete description of risks can be found in the prospectus for each 
investment.    

This material is provided on an informational basis only and should not be construed as a solicitation for any specific 
product or service. The views expressed in this report are those of investment professionals and are current only through 
the date when this was delivered, and are not intended as investment advice or a recommendation to purchase or sell 
specific securities. All discussion of asset allocation and/or portfolio diversification reflects general principles and does not 
represent a recommendation for specific action.  

These opinions may change at any time without notice, and there is no assurance that any securities discussed herein, will 
remain in an account at the time you receive this information. It is not possible to invest directly in an Index. Various index 
names that we refer to may be registered trademarks. Past performance does not predict future results. While every effort 
has been made to verify the information contained herein, we make no representations as to its accuracy.    

Wealth and Pension Services Group, Inc., (WPSGI) and its affiliates and its employees are not in the business of providing 
tax or legal advice. Tax‐related statements, if any, may have been written in connection with the marketing of the 
transaction(s) or matter(s) addressed by these materials, to the extent allowed by applicable law. Any such taxpayer should 
seek advice based on the taxpayer’s particular circumstances from an independent tax advisor. You should only rely on your 
statements from you custodian(s) for definitive information about your accounts, holdings and transactions. While we make 
every effort to ensure the accuracy of reports we provide, our company is a registered investment advisor, not a custodian, 
so we must rely on information from other sources for generating reports and cannot guarantee the accuracy of such 
information.    

WPSGI does not give any representation or warranty as to the reliability, accuracy or completeness of any third party 
material, nor does WPSGI accept any responsibility arising in anyway ( including negligence) for errors in, or omissions from 
such third party material. The fact that third party information was provided through WPSGI does not constitute an 
endorsement, authorization, sponsorship, or affiliation by WPSGI its owners, or its employees. Securities offered through 
Triad Advisors, Inc. Member, FINRA/SIPC. Investment Advisory services offered through Wealth and Pension Services 
Group, Inc.    

Please see form ADV 2 and part B for a complete description of services, conflicts and disclosures. A copy can be requested 
by calling 770-333-0113.  

 

 


