
 
 
Market Update: 4th Quarter (2015) 
 
Global stock markets ended a grueling year with losses in excess of 2% for all of 
2015. U.S. stocks were relatively flat, while foreign stocks were down more than 5% 
(in U.S. dollars) for the year. Despite a volatile year that saw declines of greater than 
10%, most indexes closed only about 5% below record highs. 
  

2015 was the hardest year to make money in 78 years. It was 
an absolute meat-grinder of a year. Not one major asset class 
had a good year, and that’s what’s made it so difficult across 
the board. 

Larry McDonald, Societe Generale – CNBC 12/30/15  
  

Overall, 2015 will be remembered for declining oil prices and a surging dollar. The 
major events were China’s mid-year equity market plunge and the Federal Reserve’s 
long-awaited interest rate hike in December.      
  

This was a year of worrying and waiting. Worrying about 
China … and also waiting for the Fed. 

David Kelly, JP Morgan Chief Global  
Strategist – WSJ 12/30/15   

  

The S&P500 Index ended the year up 1.38% (including dividends). The average stock in 
the index was down nearly 4 percent. The four big-names, known as FANG – 
Facebook, Amazon, Netflix and Google (now called Alphabet), advanced over 
60%. Excluding those stocks, the S&P500 was down nearly 5% before dividends. 
  

Only Rip Van Winkle would have thought it was a calm 
year. The return, or lack thereof, belied the angst investors 
were feeling for much of the year.  

Liz Ann Sonders, Charles Schwab & Co., - 1/4/16   
  

Some would say this pause is well deserved for an aging bull. After the market decline 
from the great recession, the S&P500 has delivered a total return of 249 percent, and 
at more than 6 years in length, this bull market in U.S. stocks is now the fourth-
longest on record. 



 
Declining Oil and the Strong Dollar: 

Declining oil and a stronger dollar have punished the stocks and currencies of many 
developing economies. (Emerging market equities declined by 15% in 2015, while the 
dollar appreciated 20% against the Russian ruble and the Brazilian real.) Over the past 
2 years, oil prices have plunged from more than $100 to $37 per barrel - the result of 
global oversupply against weak demand. The geopolitical and financial consequences 
have been widespread. Oil exporting nations have experienced lower revenues and 
weaker currencies, and energy producers have reported sharp declines in earnings.   

Gold was down 10.7% for the year and is at levels not seen since 2010. Still, gold held 
up better than other commodities or precious metals because it is considered a store 
of value and has few industrial uses. 

 
Economic Backdrop: 

The Commerce Department estimated U.S. GDP growth at 2% for the third 
quarter. The strong dollar, declining commodities and slowdowns in overseas 
economies have been a headwind against exports. Business spending on factories and 
infrastructure has been on the decline.  
  

Businesses have been reluctant to commit to long-lived 
capital projects, and I’m thinking they’re not convinced that 
the future economy will validate that investment. 

Joel Prakken, Macroeconomic Advisers LLC – WSJ 12/31/15   
  

The unemployment rate fell from 5.6% to 5% in 2015, with 2.6 million jobs added to 
the workforce. Since 2010, when the unemployment rate was 10%, the U.S. economy 
has added about 200,000 jobs on average each month. Still many high paying jobs lost 
in the great recession were replaced by lower paying positions, and the labor 
participation rate is on the decline. 

 
China: 

China’s stock market crash, which was followed quickly by a currency devaluation in 
August, sent global markets in a tailspin. Even after the summer decline of greater 
than 40%, the Shanghai Composite ended up over 9% for the year. 
  

The episodes demonstrate the stresses China is experiencing 
as it tries to shift its economy from one fed by debt and 
heavy industry into one driven by consumption. For 
investors, the events of 2015 jolted their faith in China’s 
capacity to continue driving global growth. 



Shen Hong – WSJ 1/2/16   
  

While China’s economy has decelerated, public and private debt has surged to 244% of 
GDP. (Back in 2008, China’s debt level was measured at 148% of GDP.) Chinese 
leaders are attempting to juggle the need for economic growth with the desire to 
maintain social order. Shifting to a consumer driven economy, while controlling debt 
and achieving growth targets, should prove to be a formidable challenge.     

 
The Fed: 

With the federal funds rate stuck at zero since December of 2008, the Fed was 
expected to raise rates by mid-year 2015. Then it was pushed back to September ... 
where it was delayed yet again. (Janet Yellen was being compared to Lucy … 
holding the football for Charlie Brown, but taking it away just as he is about to 
kick it.) Finally, the rate hike came in December … as promised! 

So, with the rest of the world pumping stimulus into their economies, the Fed’s 
monetary policy is now moving in the exact opposite direction. This divergence is not 
without collateral damage, but excessively low rates were creating more problems 
than they were solving. The uncertainty (at least for now) is over. More importantly, 
the Fed has committed to a slow process of rate normalization.  
  

In the past, the Fed has usually tightened while the economy 
and profits were accelerating. This time, the economic 
expansion is mature and profit margins, which rose from 
6.2% in 2009 to 9.7% in 2014, are narrowing. 

Greg Ip – WSJ 12/31/15 
  
   

With all the talk about the Fed raising interest rates, the 10-year U.S. treasury ended 
the year yielding 2.27% … up a whopping 0.1% for all of 2015! 

 
Looking Ahead: 

The good news: Few economists are predicting a recession next year. However, with 
global economic growth weak, corporate earnings slowing, stock valuations high, and 
interest rates on the rise, investors are being told to expect lower returns over the 
near term.   
  

We think investors will be rewarded over the next five to ten 
years with decent inflation-adjusted returns. That said, they 
will likely pale in comparison to the strong returns we’ve had 
over the last five. 



Joe Davis, Head of Investment Strategy – Vanguard 12/31/15   
  

Broad diversification and discipline eventually win out.  
  

How do you invest when everything is 
expensive? Fortunately, investors who set modest goals and 
follow timeless lessons will do fine and be able to sleep well 
at night knowing that their risk is contained. 

Burton G. Malkiel, Investor/Author – WSJ 12/30/15   
  

 

Don’t attempt to time the market. Establish a plan and stick to it. If 
you anticipate you will win … react and you will lose. These are the basics that never 
change.  

2016 will undoubtedly bring opportunities along with some measure of anxiety. We 
appreciate the opportunity to help you through these challenging times.    

  

Daniel G. Corrigan, CPA/PFS, CFP® 

  

  

 


