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Global stock markets declined during March but still managed to end the first quarter in 
positive territory.  The dollar continued to appreciate, and it is now up 20% relative to 
other world currencies in just the past nine months.  Even against the considerable 
headwind of a rising dollar, international stocks (in dollar terms) outpaced their U.S. 
counterparts.         

Declining interest rates helped U.S. bonds to a total return of 1.6% for the quarter … the fifth 
quarterly gain in a row and the longest advance in more than a decade.  Foreign bonds, 
however, were down 4.6% in dollar terms.  Economic stimulus by the European Central Bank 
left 10-year bond yields in Germany and France at 0.18% and 0.48%, respectively.  These rates 
are significantly lower than the 1.93% closing yield on the U.S. 10-year treasury, which was 
down from 2.17% at the beginning of 2015.    

With U.S. stock valuations well above historical averages, future price increases would 
seem to be almost entirely dependent on earnings growth.  General economic weakness, 
plunging oil prices, and a strong dollar, however, are expected to be a drag on U.S. corporate 
earnings.  Analysts now estimate first quarter S&P 500 earnings to be 3.3% less than a year 
earlier … much lower than the 5.8% growth they projected at the start of the year. 
  

The U.S. market looks the least attractive of the major markets.  We’re not negative on 
it … we just think you’ll make more money outside the U.S. than inside. 

Dennis Stattman, BlackRock Global Allocation – WSJ 3/31/15 
  

Fed policy is also a source of considerable uncertainty, as investors contemplate the timing of 
rate hikes and their potential impact on stock and bond valuations.  The S&P 500 Index closed 
up or down more than 1% on 19 trading days during the quarter … the most in nearly three 
years.  

According to the Energy Information Administration, U.S. crude oil stockpiles are at their 
highest level in 80 years.   U.S. crude-oil futures closed at $47.60 for the quarter, down 11% 
… but up from a six-year low of $43.46 reached in mid-March.  With crude prices down 56% 
since last June, lower energy prices should prove to be a boost to consumer spending after an 
unusually harsh winter.  
 
A direct confrontation between Iran and Saudi Arabia over Yemen could be shaping 
up.  Iran is on the march in Iraq and Syria.  Much of the Middle East is in chaos.  That all 
this could be happening and yet oil pundits are more concerned about oil dropping to 
$20 a barrel … testifies to a geopolitical somersault the world is still trying to make 
sense of.  If not for fracking, oil would probably be $200 a barrel and gasoline would be 
$6.50 in the U.S. 

 
Holman W. Jenkins, Jr. – WSJ 3/31/15 

  



First quarter U.S. economic growth is now estimated to be a paltry one percent, down from 
initial expectations of three percent.  Blame the winter weather, Eurozone problems, a 
slowing China, oil’s decline, the dollar’s rise, or a port dispute on the West Coast … take your 
pick.  In any case, the U.S. economy apparently stalled in the first quarter. 
 
The economy hit an air pocket in the first quarter, with growth largely stalling 
out.  Consumers have been surprisingly cautious spenders in recent months.  But this 
shouldn’t last long.  Consumers will soon get their groove back, supported by the 
strengthening job market, near record stock prices, sturdy house price gains and 
gasoline savings. 

Mark Zandi, Moody’s Analytics – CNBC 3/30/15 
  

 
 

Stock valuations in the U.S. are high, interest rates are incredibly low, economic growth 
across the globe is lethargic, and world-wide debt levels continue to mount.  Why does it 
seem that bad economic news is good for the stock market?  It keeps central banks in 
stimulus mode. 
 
Easy money policies promote the misallocation of financial resources and fuel asset bubbles … 
along with various other unintended consequences.  The world’s central banks are struggling 
to navigate their respective economies in this artificial environment.  

But easy money policies can’t last forever.  Expect turbulence. 

What can investors do?  Stay focused on what you can control: 

• Diversify globally 
•  Anticipate … don’t react 
• Increase savings/provide for emergencies 
• Manage debt sensibly 
• Be tax efficient 

 
Financial and investment planning has always been about the basics … blocking and 
tackling gets you in the end zone. 

Daniel G. Corrigan, CPA/PFS, CFP® 
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