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Slow Economic Growth 
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Avg. GDP Growth (1948-2015) : 3.2%  

Avg. GDP Growth in Current Expansion (2009-2015) :2.1% 

Data Sources: Federal Reserve Bank, St. Louis 

https://research.stlouisfed.org/fred2/graph/?g=3hMk


Unemployment rate declined,  

But labor force participation reached 30-year low 

4 

4.9% 

62.9% 

Data Sources: Trading Economics 



Employment gained significantly,  

But wage growth is moderate 
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Nonfarm Payrolls  

242K  

Wage growth 4.46% 

Data Sources: Trading Economics 



Headline Inflation still below 2%  

But core inflation rate is starting to accelerate 
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1.4% 

2.2% 

Data Sources: Trading Economics 



Fed raised interest rates to 0.5% 

Central bank balance sheet closed to all-time high 

7 

0.5% 

4,459,070MM 

Data Sources: Trading Economics 



    

Manufacture weakened;  Service continued expansion 
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49.5 

53.3 

PMI > 50, Expansion 

PMI< 50, Contraction 

PMI > 50, Expansion 

PMI< 50, Contraction 

Data Sources: Federal Reserve Bank, St. Louis 

https://research.stlouisfed.org/fred2/graph/?g=3jcg
https://research.stlouisfed.org/fred2/graph/?g=3l0A


Capacity utilization and corporate profits  

Came down from recent peaks 
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77.08% 

1,508.8 Billion 

Data Sources: Trading Economics 



Consumer confidence remains high 

Household leverage reaches ten-year low 
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79.1% 



House price recovered close to pre-crisis level 

Home ownership rate were declining 

11 

Data Sources: Trading Economics 



Market Snapshot 

Equity 
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Dow Jones Industrial Average 17,001 Nikkei Index 17,000 

German DAX 30 Index 9,791  
Shanghai Composite Index 2,875  



Market Snapshot 

Currency 
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Dollar Index 97.22 

USD strongest in last ten years 

EURUSD 1.096 

USDJPY 113.67 USDCNY 6.50 

Chinese Yuan continues the trend of  devaluation 

Data Sources: Trading Economics 



Market Snapshot 

Commodity 
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WTI Crude Oil  $36.30/bl. Oil price collapsed 

as EM economic slowdown and increasing oil 

production hit the market at the same time.  

Gold $1259.04/oz. Gold price declined as USD became 

stronger. The recent turmoil in the equity market 

prompted gold to rebound.  

Copper $2.26/lb. Copper price collapsed as the   

Chinese demand for infrastructure building 

evaporated.   Corn $358.75/bushel  

Data Sources: Trading Economics 



Market Snapshot 

Fixed Income 
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US Ten-Yr Treasury Rate 1.87% China Ten-Yr Treasury Rate  2.95% 

Germany Ten-Yr Treasury Rate  0.17% Japan Ten-Yr Treasury Rate  -0.04% 

Data Sources: Trading Economics 



 

Asset Class/Sector  Performance (as of Feb. 29 2016) 
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Asset Class ETF 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 YTD

US Large Cap SPY 15.8% 5.1% -36.8% 26.3% 15.1% 1.9% 16.0% 32.3% 13.5% 1.2% -5.1%

US Small Cap IWM 18.3% -1.8% -34.1% 28.5% 26.9% -4.4% 16.7% 38.7% 5.0% -4.4% -8.8%

International Equity EFA 25.8% 10.0% -41.0% 27.0% 8.2% -12.2% 18.8% 21.4% -6.2% -1.0% -8.7%

EM Equtiy VWO 29.3% 37.3% -52.5% 76.3% 19.5% -18.7% 19.2% -5.0% 0.0% -15.8% -6.1%

US REITs VNQ 35.3% -16.5% -37.0% 30.1% 28.4% 8.6% 17.6% 2.3% 30.4% 2.4% -3.8%

Infrastructure MLP MLPI 33.8% 10.4% -39.1% 83.6% 33.5% 15.8% 3.4% 27.1% 7.7% -30.3% -13.0%

GOLD GLD 22.5% 30.5% 4.9% 24.0% 29.3% 9.6% 6.6% -28.3% -2.2% -10.7% 16.9%

Commodity DJP 1.7% 14.9% -37.4% 20.1% 16.2% -14.0% -2.1% -11.1% -18.6% -33.0% -7.2%

High Yield Bond JNK 11.4% 1.5% -24.7% 37.5% 14.2% 5.1% 12.8% 5.9% 0.8% -6.8% -0.9%

Broad Bond AGG 3.9% 6.6% 7.9% 3.0% 6.4% 7.7% 3.8% -2.0% 6.0% 0.5% 2.1%

TIPs TIP 0.3% 11.9% -0.5% 8.9% 6.1% 13.3% 6.1% -8.5% 3.6% -1.8% 2.8%

Treasuries IEF 2.5% 10.4% 17.9% -6.6% 9.4% 15.7% 3.7% -6.1% 9.1% 1.5% 4.9%

Long Term Treasuries TLT 0.7% 10.3% 34.0% -21.8% 9.0% 34.0% 2.4% -13.4% 27.3% -1.8% 8.8%

Short Term Treasuries SHV 4.8% 5.1% 2.8% 0.2% 0.1% 0.1% 0.0% 0.0% 0.0% 0.0% 0.1%

Hedge Fund HFRI Weighted Index 12.9% 10.0% -19.0% 20.0% 10.2% -5.2% 6.4% 9.1% 3.0% -1.1% -2.5%

Sectors ETF 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 YTD

Materials XLB 18.3% 22.1% -44.0% 48.1% 20.6% -10.9% 14.7% 26.0% 7.2% -8.6% -3.7%

Energy XLE 18.1% 36.9% -39.0% 21.8% 21.8% 2.9% 5.2% 26.2% -8.7% -21.4% -6.2%

Financial XLF 18.9% -19.2% -54.9% 17.6% 11.9% -17.2% 28.4% 35.5% 15.0% -1.8% -11.5%

Industrial XLI 13.5% 13.5% -38.7% 22.0% 27.8% -1.1% 14.9% 40.5% 10.4% -4.3% -1.7%

Technoligy XLK 12.1% 15.5% -41.5% 51.3% 11.4% 2.6% 15.3% 26.2% 17.9% 5.6% -4.3%

Consumer Staple XLP 14.4% 12.7% -15.0% 14.3% 13.8% 14.1% 10.7% 26.3% 15.7% 6.9% 0.9%

Utilities XLU 20.9% 18.4% -28.9% 11.7% 5.3% 19.7% 1.0% 13.0% 28.8% -4.9% 7.0%

Healthcare XLV 7.1% 7.1% -23.3% 19.5% 3.3% 12.4% 17.4% 41.4% 25.1% 6.8% -8.1%

Consumer Discretionary XLY 18.4% -13.7% -32.9% 40.5% 27.5% 6.0% 23.6% 42.7% 9.5% 9.9% -4.8%

Large Cap Value IVE 20.7% 1.5% -38.8% 20.9% 15.0% -0.7% 17.6% 31.6% 12.2% -3.3% -4.4%

Large Cap Growth IVW 10.9% 8.8% -34.8% 31.2% 14.9% 4.4% 14.4% 32.5% 14.6% 5.4% -5.9%

Mid Cap Value IWS 20.0% -1.6% -38.0% 33.2% 24.5% -1.5% 18.3% 33.2% 14.4% -5.0% -4.9%

Mid Cap Growth IWP 10.5% 11.3% -44.6% 46.5% 26.0% -1.9% 15.6% 35.5% 11.7% -0.5% -6.2%

Small Cap Value IWN 23.5% -10.3% -28.7% 20.5% 24.7% -5.8% 18.1% 34.4% 4.1% -7.9% -6.0%

Small Cap Growth IWO 13.2% 6.8% -38.5% 34.6% 29.4% -3.0% 14.8% 43.3% 5.9% -1.4% -11.4%

Sources: Yahoo, Bloomberg, Julex Capital  



 

Valuation is not cheap 
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S&P 500 Index Current PE Ratio 

S&P 500 Index Cyclically adjusted PE Ratio (Shiller PE) 

Average 16.5 

Average 15.6 

Sources: Multpl.com 



Credit spreads had reached recent peaks and  

Started to narrow 
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7.28% 

4.66% 

2.71% 

Data Sources: Federal Reserve Bank, St. Louis 

https://research.stlouisfed.org/fred2/graph/?g=3HTb


 

Financial risks are muted so far 
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Financial distress -0.48 

VIX  16.7 

Data Sources: Federal Reserve Bank, St. Louis 

https://research.stlouisfed.org/fred2/graph/?g=3HS8


 

Global Economic Growth 

20 

Eurozone 1.5% China 6.8% 

Japan 0.5% UK 1.9% 

Data Sources: Trading Economics 



 

Global Inflation 
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Eurozone -0.2% China 1.8% 

Japan 0.2% UK 0.3% 

Data Sources: Trading Economics 



 

Global Unemployment Rate 
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Eurozone 10.3% China 4.05% 

Japan 3.2% UK 5.1% 

Data Sources: Trading Economics 



 

Central Bank Interest Rates 
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Japan -0.1% 
UK 0.5% 

China 4.35% Eurozone 0.0% 

Data Sources: Trading Economics 


