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Chart 1 

Source: Yahoo Finance, MSCI, WPSG. 
Data as of 09/04/2015 

Q3|2015 Mid-quarter Commentary (Update) 
  
Overview 

Since our last update just over two weeks ago, the global stock markets have exhibited volatility not seen since 

2011. U.S. and international stocks have fallen significantly from their mid-year peaks. As of Friday's close, the 

S&P 500 had dropped by around 10% since May. The international markets are down over 15% during the same 

period. Much of the worry is linked to fears over a slowing Chinese economy and the Federal Reserve’s looming 

rate decision. Even so, the recent correction has created a more attractive entry point into stocks for long-term 

investors.  We plan to take advantage of this in the coming weeks by reinvesting cash into the market. 

 
 

Stocks 

Stocks sold off hard over the last few weeks as fears over a slowing Chinese economy and rising rates 

have spooked investors. Chart 1 illustrates the damage that has been done since our last update. Since 

then, the markets have seen large daily price swings as investors attempt to reposition their portfolios. 

 

The S&P 500 index finally gave long-term 

investors the pullback they were looking for 

as it fell over 10% by the end of August. This 

is the biggest correction we’ve seen since 

the summer of 2011 during the first “Greek 

Debt Crisis”. 

 

Internationally, both developed and 

emerging market stocks have fallen further 

than their U.S. counterparts. Nonetheless, 

many central banks including the European 

Central Bank (ECB) and Bank of Japan (BOJ) 

remain highly accommodative.  They are 

determined to do whatever it takes to 

stimulate economic growth and this could 

benefit their stock markets. 

 

During our last update, we conveyed our view that the markets were likely to experience weakness in 

the near term. This thesis has come to fruition but has done so much faster than we anticipated. 

Although the markets may fall further in the coming weeks, we believe we are close to reaching a 

bottom. Technical indicators such as price momentum and seasonality suggest the fourth quarter may 

be kind to stocks.1 Additionally, the recent pullback has helped fundamental metrics such as forward 

price-to-earnings and price-to-book appear more attractive.2 Over the next few weeks, we plan to take 

advantage of any further weakness in stocks and reinvest existing cash into the markets.  
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Bonds 

Many areas of the bond market also struggled over the last few weeks. Riskier bonds such as high yield and 

emerging market debt sold off sharply with equities. U.S. treasuries also experienced weakness and failed to act 

as a traditional safe-haven asset class. Historically, long-term treasury bonds have garnered assets when stocks 

selloff and investors seek safety. The lack of demand was likely due to investors bracing for a potential rate hike 

by the Federal Reserve (treasury bonds tend to be interest rate sensitive and underperform when interest rates 

increase). It also may be connected to recent selling by the People’s Bank of China (PBOC). They have been 

reducing their treasury holdings in an attempt to stabilize their currency (this is something new that will require 

more attention in the coming months). 

 

As we previously mentioned, we think the Fed will likely raise short-term rates this year. This has the potential 

to negatively impact bonds. With this in mind, we have reduced our bond allocation in favor of cash. Although 

cash is currently yielding close to zero, it’s relatively more attractive than many areas of the bond market. We 

see our allocation as a defensive position against rising rates. Be that as it may, we continue to maintain some 

bond exposure within our portfolios.  Bonds provide a steady source of income and a potential volatility buffer 

during periods of weakness in the stock market. 

 

 

Outlook 

Although volatility is likely to remain elevated, we think the prospects for stocks look reasonable over 

the next 12-months. The U.S. economy continues to grind forward, most central banks remain 

accommodative, and interest rates are at historical lows. These factors have the potential to bode well 

for stocks, especially at the newly discounted levels. 

 

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 

 
 
 
 
 
 
 
 
 
 
 
Source: 

1. Asbury Research 

2. JP Morgan 
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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.  

 

 


