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• The final revision of GDP showed that the U.S. economy 
grew 1.4% in Q4, up from the previous estimate of 1% 
growth. Consumer spending was revised up from 2% to 
2.4%, but inventories were revised lower and corporate 
profits dropped for the second consecutive quarter (based 
on GDP report). The combination of elevated inventories 
and soft business spending could lead to weaker than 
expected Q1 growth. Corporate profits fell 3.1% in 2015 
largely due to the strong dollar, weak productivity, rising 
labor costs and the collapse in energy.

• The March employment report was solid and remained 
a bright spot in the economy. U.S. employers added 
215,000 new jobs and while the unemployment rate ticked 
up to 5% (from 4.9%), it was due to a healthy increase 
in the labor participation rate. Average hourly earnings 
increased 0.3%, which equates to an annualized rate 
of 2.3%. Revisions to the January and February reports 
were negligible. This was a good overall report but will 
probably not move the needle much with regards to future 
monetary policy.

• For the first time since August 2015, U.S. manufacturing 
expanded and this followed similar positive reports from 
other key areas like China. The ISM Manufacturing Index 

SPRING HAS SPRUNG 
March may have its Madness, but for the true sports fan, April possesses the ultimate convergence of sporting events: 
the beginning of baseball season; the NCAA basketball championship games; the ending of the regular season for the 
NBA and NHL and beginning of their playoffs. No event, however, embodies the turn to Spring quite like the Masters 
with its spectacular panoply of colors, its familiar tranquil setting and of course its theme music, which effectively 
serves as the unofficial anthem of Spring. The annual shedding of the cloak of winter just seems to breed optimism and 
the promise of Spring certainly seems to be delivering this year. After a rough and volatile start to the year, optimism 
seems to be permeating markets which rallied hard in March and continued into April with mostly positive numbers 
across the board. The dismal start to the year presented a significant challenge from which to recover, but just a few 
weeks later, most markets are in the black YTD. This has largely transpired amid a dovish backdrop, showing once 
again that central banks reign supreme. The stabilization in the oil market has also helped as production levels have 
dropped and are forecast to continue dropping, easing the supply glut. Overall, however, the economic data continue 
to fall into the Goldilocks category, when combined with non-U.S. fragility, has the Fed standing pat for now. 
Circumstances change quickly these days, and even though Spring is accompanied by welcomed warmer temperatures, 
storms are frequently not too far away.
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The final revision of GDP showed 
that the U.S. economy grew 
1.4% in Q4, up from the previous 
estimate of 1% growth.
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growth in output and new orders. The region is expected 
to grow 0.3% in Q1 with higher growth from Germany 
and stagnation in France. Prices continued to decline 
so deflationary pressures remain stubbornly in place. 
Unemployment fell slightly in February from 10.4% to 
10.3%, consistent with very modest economic growth.

• China’s industrial profits returned to growth in the 
first two months of 2016, despite weakening business 
conditions and slowing economic growth. Profits in 
January and February combined rose 4.8% to $119.8B 
following seven straight months of decline. China’s 
manufacturing activity rebounded in March to its highest 
level since late August with the official manufacturing 
PMI rising to 50.2 from 49.0 in February. The Caixin 
Manufacturing PMI also came in better than expected at 
49.7 in March, up from 48.0 in February. In both reports, 
new orders and output prices grew for the first time 
in several months. China’s service sector rebounded 
nicely in March with the official Non-Manufacturing PMI 
expanding to 53.8, up from 52.7 in February. Services have 
held up well so any positive momentum in manufacturing 
could be significant. CPI rose only 2.3% in March. 

• The Japanese yen has really strengthened over the past 
few months as the likelihood of interest rate hikes in the 
U.S. has diminished and the impact from massive monetary 
stimulus no longer appears to have any impact. On April 

rose to 51.8 in March from 49.5 in February. The underlying 
details of the report were mixed with increases in new 
orders and production, but weakness in employment. 

• The U.S. service sector expanded in March with the 
ISM Non-Manufacturing Index rising to 54.5 (up from 
53.4 in February). The March reading came in better 
than expected and the underlying components such as 
business activity, new orders, employment and prices paid 
all strengthened. This was the first sign of growth in the 
service sector in five months so perhaps the economy is 
improving after a sluggish start to the year. 

• Orders for durable goods fell 2.8% in February, after 
rising 4.2% in the previous month. Orders for non-defense 
capital goods excluding aircraft, a proxy for future business 
investment, declined more than expected by 1.8%. The 
weakness in business investment partially reflects layoffs 
and spending cutbacks in the energy industry. Commercial 
aircraft, a volatile category, fell 27.1% after surging 48.6% 
in January. Manufacturing and business investment remain 
soft and this could lead to downward revisions to Q1 GDP 
estimates that currently stand at below 1%. 

• According to FactSet, S&P 500 earnings are expected to 
fall 8.7% in Q1, the fourth consecutive quarterly decline. 
Estimates have been ratcheted down in recent months 
since expectations were for 0.3% growth at the start of 
Q1. The 99% decline in earnings projected for the energy 
sector is a huge drag, but even when excluded, S&P 500 
earnings are still expected to fall 3.9%. Revenues are also 
expected to decline during Q1, but the analyst community 
still projects 2.4% growth for all of 2016 and 13.4% growth 
in 2017. Telecom, consumer discretionary and healthcare 
are the only sectors expecting growth in Q1. 

• After peaking at around 9.6M barrels per day in June 
2015, U.S. crude oil production has fallen to around 9M 
barrels per day. The EIA expects crude oil production to 
decline to 8.7M barrels per day in 2016 and 8.2M barrels 
per day in 2017. The latest U.S. drilling rig data showed 
that only 450 rigs are operating today versus 1,028 a 
year ago and over 2,000 back in 2012. After bottoming at 
$26.19 on 2/11, WTI rallied some 50% through the end of 
March and has since raced to 2016 highs of ~$42.

• Eurozone PMI data turned north for the first time in 
three months with a reading of 53.1 for March (up from 
53.0 in Feb). The March expansion was led by the service 
sector and while manufacturing lagged, it still saw 

Telecom
Utiliti

es

Health Care

-100

Source: FactSet

-40

0

-20

-60

-80

Cons. Staples

20

40

IT
Financials

S&P 500
Materials

Energy
Industrial

Cons. Disc.

Q1’16 2016 (Estimate)

S&P 500 EARNINGS GROWTH 



3APRIL MARKET INSIGHTS

7th, the yen fell below the 108 level for the first time since 
October 2014 and financial markets in Japan have followed 
the currency lower. Recent yen strength has hurt exports 
like Toyota, Honda and Komatsu because it reduces their 
overseas profits when converted back into local currency.  

MARKET REVIEW 
Financial markets across the globe continued their race higher in March as investors bid up beaten up risk assets like 
oil, emerging markets (EMs), high yield, MLPs and commodities. Markets took off after bottoming on February 11th and 
many major indices are now in the black YTD. U.S. equities generally outperformed other developed markets as the S&P 
500 gained 6.8% and the Russell 2000 rose 8%. Value has led growth YTD and that trend continued into March for both 
large cap and small cap stocks. Small caps are still negative YTD, but the S&P 500 moved into positive territory with 
a 1.4% gain. Developed and EMs outside the U.S. also posted solid gains during March with EMs handily outpacing all 
other regions. The MSCI EAFE Index increased 6.6% during the month with strong gains from Asia-Pacific ex-Japan and 
Europe. Japan lagged the broader benchmark due to surprising strength in the yen that spooked investors. EMs were the 
best performing asset class during the month with a 13.3% gain. EMs erased losses to begin the year and the asset class 
has now risen 5.8% YTD led by a significant rebound in Latin America and Eastern Europe. Developed market small caps 
outperformed large caps, but the opposite was true in EMs. It is also important to note that unlike what has occurred in 
the U.S., growth continues to lead value internationally. Treasuries were pretty range-bound last month and this was 
positive for fixed income as spreads tightened in most sectors. The Barclays Aggregate gained 0.9% while munis rose 
for the ninth consecutive month. Following a similar pattern as oil/energy, spreads in riskier sectors like high yield, 
bank loans, and EMD all tightened significantly during March. High yield rose 3.4%, bank loans gained 2.6% and EMD 
local increased 9.1%. Yields continued to trend lower globally and the Global Aggregate (+2.7%) also benefited from 
dollar weakness. Equity focused hedge funds led the way in March as the HFRI Fund Weighted Composite rose 1.8% 
and the HFRI Equity Hedge gained 3.4%. Real Assets also posted strong gains last month led by the continued rebound 
in MLPs and commodities, and increased demand for real estate securities. REITs gained 10.4%, MLPs rose 8.3% and 
commodities added 3.8%. MLPs are still negative YTD, but real assets have provided nice diversification in 2016.

• Brazil’s largest political party, the Democratic Movement 
Party, announced on March 28th that it was leaving Dilma 
Rousseff’s governing coalition. While Rousseff remains 
in power, this development raises the odds that she will 
be impeached for a corruption scandal at Petrobras and 
for breaking budget laws to boost spending prior to the 
2014 election. Smaller factions may abandon her coalition 
as well and this could lead to Brazil’s first impeachment 
since Fernando Collor de Mello in 1992. Brazil has been 
a mess for the past few years with political turmoil, 
slowing growth and spiking inflation. Despite the turmoil, 
the country has been one of the best performing global 
market YTD with a gain of 30%. Investors seem to be 
betting on positive reforms and her removal.

• The Reserve Bank of India reduced its repo rate to 6.5% 
from 6.75%, the first interest rate cut in 2016 and the 
lowest level in five years. Inflation fell sharply for the first 
time in six months and this provided support for more 
accommodative monetary policy. India’s central bank 
expects inflation to decelerate modestly over the next year 
to a sustainable 5% level. Expectations are for additional 
rate cuts over the next few quarters with the main risks 
being the looming monsoon season and energy prices. 
The country remains on track for 7.6% growth in 2016.
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March 31, 2016 MTD (%) QTD (%) YTD (%) 1 YEAR (%) 3 YEAR (%) 5 YEAR (%) 10 YEAR (%)

Fixed Income Indices

BarCap Municipal 0.32 1.67 1.67 3.98 3.63 5.59 4.86

BarCap US Aggregate Bond 0.92 3.03 3.03 1.96 2.50 3.78 4.90

Barclays US High Yield 4.44 3.35 3.35 -3.69 1.84 4.93 7.01

Barclays Global Aggregate 2.70 5.90 5.90 4.57 0.87 1.81 4.35

JPM GBI-EM Global Diversified 9.06 11.02 11.02 -1.65 -6.72 -2.00 4.95

Equity Indices

DJ Industrial Average 7.22 2.20 2.20 2.08 9.29 10.27 7.54

S&P 500 6.78 1.35 1.35 1.78 11.82 11.58 7.01

NASDAQ Composite 6.84 -2.75 -2.75 -0.63 14.23 11.86 7.61

Russell 1000 6.97 1.17 1.17 0.50 11.52 11.35 7.06

Russell 1000 Growth 6.74 0.74 0.74 2.52 13.61 12.38 8.28

Russell 1000 Value 7.20 1.64 1.64 -1.54 9.38 10.25 5.72

Russell Mid Cap 8.19 2.24 2.24 -4.04 10.45 10.30 7.45

Russell 2000 7.98 -1.52 -1.52 -9.76 6.84 7.20 5.26

Russell 2000 Growth 7.66 -4.68 -4.68 -11.84 7.91 7.70 6.00

Russell 2000 Value 8.29 1.70 1.70 -7.72 5.73 6.67 4.42

HFRI Equity Hedge 3.43 -1.63 -1.63 -4.45 2.61 1.76 2.69

MSCI World 6.86 -0.19 -0.19 -2.90 7.41 7.12 4.86

MSCI ACWI Ex USA 8.21 -0.26 -0.26 -8.78 0.76 0.76 2.39

MSCI EAFE 6.59 -2.88 -2.88 -7.87 2.68 2.76 2.27

MSCI EAFE Small Cap 8.09 -0.52 -0.52 3.53 7.63 5.93 3.79

MSCI Emerging Markets 13.26 5.75 5.75 -11.70 -4.15 -3.80 3.34

MSCI Frontier Markets 2.93 -0.75 -0.75 -12.15 2.18 1.71 -0.61

Real Assets

FTSE NAREIT Composite 10.00 5.75 5.75 3.91 8.80 11.03 5.86

Alerian MLP 8.32 -4.17 -4.17 -31.83 -10.31 -0.55 7.67

DJ UBS Commodity 3.82 0.42 0.42 -19.56 -16.87 -14.15 -6.16
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