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THE CURRENT VIEW 

Will improved economic indicators be able to push this 

market to higher levels? 

The bull market in U.S. large-cap stocks may face a more difficult road in 

2015 as improving domestic economic performance is offset by the 

crosscurrents of impending changes in monetary policy, a strengthening 

currency, and the impact of 

declining oil prices. For the first 

time in many years, the real 

economy has a good chance of 

performing better than the 

financial markets. This, at first 

glance might seem 

counterintuitive. 

 Despite a rebound in consumer 

confidence propelled by an 

improving jobs picture and lower 

gas prices, financial markets are 

beginning to discount the 

probability of interest rate 

increases and the impact of a 

stronger dollar on corporate 

earnings. We have already seen a 

slew of earnings disappointments 

attributed to the rise in the dollar. 

Couple this with the fact the 

market has advanced nearly unabated over the past few years, and you have 

the recipe for a more turbulent environment. 

Market participants face a perplexing choice. Lower oil prices will put more money directly in the hands of consumers, 

acting like a tax cut and stimulating the economy over time. Energy sector earnings and the impact on Corporate 

America, however, will be more immediate. Stocks generally can advance in value along with the growth in earnings 

or when investors are willing to pay more for a given amount of those earnings (P/E expansion).  

Can increased confidence and additional disposable income in the hands of consumers trump an impending reversal in 

fed policy and these earnings headwinds?  At times, what is good for the economy does not equate to what is good for 

the markets. This may be one of those years!  
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ANOTHER VIEW  

While our Federal Reserve is contemplating rate hikes, the European Central Bank has formally adopted a policy of 

quantitative easing whereby they will become major purchasers of European Sovereign debt instruments for an 

extended period of time. This liquidity injection is similar to the program put in place by the U.S. Federal Reserve 

following the 2008 financial crisis. These measures are being put forth to stem the deflationary tide that is rolling 

across the continent and to spur growth. The results will not be immediate but this certainly marks a change from 

austerity to growth by policymakers. As was the case in the U.S., many will question the efficacy and prudence of the 

shift. 

Strategic Musings 

How will all of this impact investors? 

1. More volatility in the markets in 2015. 

2. Strengthening U.S dollar and decline in oil prices will make earnings 

growth difficult for many large U.S. multinationals. 

3. Interest rate increases in the U.S. likely to be modest (if at all) given 

divergent policies of global central bankers. 

4. Wide disparity of performance among sectors of the S&P depending on 

how lower oil prices impact their businesses. 

5. While many will flock to U.S. for stability and safety, foreign developed 

markets are now cheaper fundamentally and have more accommodative 

monetary policies. 

6. Alternative investments with low correlation to financial markets will be 

constructive in decreasing risk in portfolios.  It will most likely be an 

improved environment for hedge funds relative to recent history. 

We believe that the investment environment will remain challenging throughout 

2015 and that the best strategy is to remain diversified among and within asset 

classes. We expect the U.S. stock market to be able to advance from current levels, 

but that advance will be modest and uneven. A flattening of the yield curve will 

likely lead to more modest gains in fixed income securities. Improvements in the 

economy, especially if wage growth takes hold and oil prices remain near current 

levels, portend further pickup in confidence and likely stronger future growth. 
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Thank you for your trust in us. We value our 
relationship with you. If you have friends, 
family or colleagues that could benefit from 
our range of Wealth Management services, 
we would be honored by your referral. 


