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• U.S. hiring slowed in April as the 160,000 new jobs added 
by employers was below the 200,000 estimate. The 
unemployment rate held steady at 5% and the February and 
March reports were reduced by a combined 19,000 jobs. 
Average hourly earnings ticked up from a 2.3% annualized 
rate in March to 2.5% in April. The U.S. job market has been 
a bright spot in the economy for the past few years, but 
after a slew of weak economic reports including lackluster 
GDP growth, concern has mounted over lost momentum 
in the labor market. Declining corporate profits could also 
continue to pressure hiring and wages.

CLICHÉ MAY 
The old market adage of ‘sell in May and go away’ logically almost always comes into question this time of year, and 
not surprisingly some years add support to this theory while others defy it. In the absence of compelling YTD gains 
for investors to pocket, the prospects of following this path this year are muddied at best. While the direction of the 
equity markets is almost never a certainty, there doesn’t seem to be a shortage of investor caution contributing to a 
sense of vulnerability to equity markets these days. Coming out of the crisis, the notion of ‘not fighting the Fed’ was 
substantiated by a multi-year bull run, even in the face of largely disbelieving investors to its sustainability. Time will 
tell whether there will be a reciprocal effect on equity markets if/when the Fed, among other central banks, begins 
to tighten, not just modestly, but in earnest. Along those lines, it feels increasingly that it would not be out of the 
question that this global ‘new normal’ of near-zero rates may persist for quite some time, leading to more ‘if’ than 
‘when’. Advisors and investors who talk about a more normalized rate environment, may have their patience tested as 
this suppressed rate environment potentially has plenty of runway to remain suppressed. As the markets appear to be 
desperately holding their breath as the Fed decides when it might introduce a (mere) 0.25% rate hike, a ‘normalized’ 
rate environment doesn’t seem terribly imminent. 

• The U.S. economy expanded at its slowest pace in two 
years during Q1 led by a slump in business investment and 
softer than expected consumer spending. GDP rose 0.5% 
in Q1, but this was below the 0.7% expectation. Consumer 
spending, which accounts for approximately 70% of the 
economy, increased 1.9% during the quarter, but this 
was down from the 2.4% annualized clip reported at the 
end of 2015. Business investment fell 8.6% in Q1 and the 
strong U.S. dollar continued to create a drag on exports. 
The trade and inventory components actually subtracted 
from the overall GDP figure which was down from the 
1.4% growth seen in Q4 2015. The slowdown should 
be temporary as the labor market remains strong and 
corporations should benefit from the slightly weaker dollar 
and the stabilization in oil.

• The Federal Reserve left rates unchanged at its April 
meeting, but cited less concern over global economic 
growth and financial market volatility. Many Fed members 
have indicated that June is a “live” meeting, but unless there 
is a pickup in economic data, a rate hike seems unlikely. 
After the Fed minutes were released (May 15, 2016), the Fed 
Funds Futures were pricing in a 34% chance of a June rate 
hike and an 80% chance of one rate hike in 2016. 
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Sector Total  
Companies

Number 
Reported

% w/  
EPS  
Beat

% w/ 
Sales 
Beat

EPS & 
Sales 
Beat

Cons Disc. 84 46 78 65 54

Cons Staples 37 19 68 53 42

Energy 39 17 53 29 24

Financials 89 67 51 46 31

Health Care 56 32 75 75 66

Industrials 65 52 73 65 50

I.T. 68 42 64 57 48

Materials 27 17 76 47 35

Telecom 5 3 67 0 0

Utilities 29 9 44 11 11

S&P 500 499 304 66 55 43

Source: BofA Merrill Lynch, FactSet, Conway

• The housing market cooled off a bit in March led by a 
sharp decline in the West region. New home sales fell 
1.5% nationally to an annualized rate of 511,000 led by a 
23.6% decline in the West. This marked the third straight 
monthly decline and some concerns have popped up over 
lackluster demand and increased supplies. In contrast, 
sales of existing homes rose 5.1% in March. The backdrop 
for the housing market remains positive with a strong 
labor market, muted supply, healthy demand and low 
mortgage rates. Existing home inventory levels are low 
and this has led to an environment where competing 
buyers are driving up prices.

• The U.K. economy grew 0.4% during Q1 and this was in-line 
with expectations. Economic growth fell from Q4 levels, 
mainly due to weakness in construction output, production 
and agriculture. Although services grew 0.6% in Q1, other 
parts of the economy like construction are being impacted 
by the looming Brexit referendum. Brexit fears have 
definitely impacted growth and confidence in the country, 
but things should bounce back in the second half of the 
year when the referendum is in the rearview mirror. 

• The ISM Manufacturing Index slipped to 50.8 in April 
from 51.8 in the previous month. Although manufacturing 
activity cooled off last month, it remained in expansionary 
territory for the second consecutive month. The strong 
dollar and collapse in oil has been a headwind for the 
manufacturing sector for the past 18 months, but the 
dollar has recently reversed course and oil prices have 
stabilized. New orders and production expanded during 
the month and export orders rose to an 18 month high. 
Manufacturing certainly improved last month, but it is 
moving forward at a turtle’s pace. 

• The U.S. service sector saw stronger growth in April, a 
sign that the broader economy may be picking up steam 
after a slow start to 2016. The ISM Non-Manufacturing 
Index rose to 55.7 in April from 54.5 in March, reaching its 
highest level since December. The April reading was much 
better than the 54.7 forecast and the underlying details of 
the report were positive led by an increase in new orders 
and employment. The service sector has remained strong 
in the U.S. and this should lead to better economic growth 
in the second quarter. 

• Orders for durable goods came in softer than expected 
during March with a gain of only 0.8%. March’s reading 
was below the 1.9% expectation and it was a disappointing 
rebound from February’s 3.1% decline. Non-military 
capital goods orders excluding aircraft, a proxy for 
business investment, was flat for the month and the rise 
in the overall report was driven by a 65.7% increase in 
defense aircraft orders. Core capital goods, which are 
used to calculate equipment spending in the GDP report, 
rose 0.3% in March after falling 1.8% in February.

• About two-thirds of S&P 500 companies have reported Q1 
earnings and in aggregate they have dropped 7.6% Y/Y. 
Q1 results have generally come in better than anticipated, 
but revenues have been a bit below initial projections. 
If the Energy sector is excluded, the blended earnings 
decline for the S&P 500 would improve to -2.4%. 66% 
of companies have reported earnings above their mean 
estimate while 55% have reported an upside revenue 
surprise. The consumer discretionary sector has provided 
the largest upside surprise led by strong reports from 
Amazon and Ford. Energy earnings have fallen over 100% 
and materials have dropped 15%.
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• The eurozone grew 0.6% in Q1 and this was much better 
than the 0.4% forecast and growth readings from the U.S. 
and the U.K. The better than expected growth was driven by 
upbeat results from France and Spain. The unemployment 
rate fell to 10.2% (from 10.4% in February), its best level 
since August 2011. Deflation once again took hold on the 
region in April with the CPI falling 0.2% M/M. Core CPI has 
risen only 0.8% over the past year despite the huge amount 
of monetary stimulus. Economic growth and the labor 
markets have improved across the region, but inflation 
has remained stubbornly low and could prompt the ECB 
to consider additional stimulus measures or to cut rates 
further into negative territory.
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MARKET REVIEW 
Markets around the world continued their trek higher in April led by strong results from Japan and Europe. Developed 
markets outside the U.S. outperformed the U.S. during the month and small caps beat large caps within domestic 
equities. The S&P 500 finished April up 0.4% while the small cap focused Russell 2000 gained 1.6%. Value stocks once 
again led growth stocks during the month and the YTD outperformance is 395 bps in large caps and 759 bps in small caps. 
The tech-heavy Nasdaq was the worst performing major index in April. A strong move higher in Japan and Europe fueled 
the 3% rise in the MSCI EAFE Index and while emerging markets have been one of the best performers YTD with a gain of 
6.4%, they lagged the broader market last month due to weakness in China and emerging Asia. Rates were range-bound 
globally in April and this was positive for core fixed income and riskier credit that experienced further spread tightening. 
The Barclays Aggregate added another 0.4% during the month and the benchmark has risen 3.4% YTD. Munis rose for 
the tenth consecutive month on the heels of strong fundamentals and favorable supply/demand characteristics. Oil 
and the energy sector rebounded further last month and this led to solid gains in high yield and bank loans. High yield 
rose 3.9% in April and bank loans gained 1.9%. Bonds outside the U.S. gained more ground in April led by the massive 
QE programs in place and negative interest rate policies. The Barclays Global Aggregate rose 1.3% and it has been one of 
the best performing asset classes with a YTD gain of 7.3%. The dollar weakened more versus most currencies and this 
fueled a 2.6% gain in EMD. Local currency EMD has now gained 13.9% YTD. Hedge funds posted gains in April led by 
distressed credit, event and energy related strategies. The HFRI Fund Weighted Composite rose 1% and the HFRI Equity 
Hedge added 1.3%. Hedge funds in general have eked out gains thus far in 2016 after a difficult start. Real estate lagged 
in April, but MLPs and commodities continued their rebound and provided strong gains for a diversified portfolio. Real 
estate fell 1.7% last month while MLPs gained 11% and commodities rose 8.5%. After a difficult start to 2016, MLPs and 
commodities have been two of the best performing asset classes YTD. 

• The Bank of Japan decided to keep monetary policy 
unchanged at its April meeting and the result has been a 
selloff in Japanese equities and another move higher in the 
yen. The yen has strengthened to as much as ¥105/dollar 
recently and the BoJ cut its GDP growth forecast to 1.2% 
from January’s 1.7% forecast. The move in the yen has 
baffled experts because it has only strengthened since the 
BoJ announced its negative interest rate policy in January. 
The Nikkei Index has fallen over 15% YTD and many 
exporters have been slammed consistent with the currency 
reversal. The BoJ has essentially failed to spur growth and 
inflation in the country and now the yen is heading in the 
wrong direction.
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April 30, 2016 MTD (%) QTD (%) YTD (%) 1 YEAR (%) 3 YEAR (%) 5 YEAR (%) 10 YEAR (%)

Fixed Income Indices

BarCap Municipal 0.74 0.74 2.42 5.29 3.51 5.37 4.94

BarCap US Aggregate Bond 0.38 0.38 3.43 2.72 2.29 3.60 4.95

Barclays US High Yield 3.92 3.92 7.40 -1.12 2.54 5.41 7.35

Barclays Global Aggregate 1.33 1.33 7.31 4.84 0.85 1.46 4.29

JPM GBI-EM Global Diversified 2.57 2.57 13.87 -1.98 -6.98 -2.41 4.94

Equity Indices

DJ Industrial Average 0.62 0.62 2.83 2.25 8.82 9.52 7.34

S&P 500 0.39 0.39 1.74 1.21 11.26 11.02 6.91

NASDAQ Composite -1.94 -1.94 -4.63 -3.36 12.78 10.69 7.47

Russell 1000 0.54 0.54 1.72 0.34 11.06 10.81 6.99

Russell 1000 Growth -0.91 -0.91 -0.18 1.07 12.47 11.44 8.20

Russell 1000 Value 2.10 2.10 3.77 -0.40 9.59 10.13 5.67

Russell Mid Cap 1.06 1.06 3.33 -2.14 10.37 9.88 7.49

Russell 2000 1.57 1.57 0.03 -5.94 7.53 6.98 5.42

Russell 2000 Growth 1.00 1.00 -3.73 -8.27 8.50 7.15 6.14

Russell 2000 Value 2.12 2.12 3.86 -3.71 6.50 6.77 4.61

HFRI Equity Hedge 1.29 1.29 -0.46 -5.05 2.88 1.73 2.63

MSCI World 1.65 1.65 1.45 -3.61 6.86 6.57 4.71

MSCI ACWI Ex USA 2.72 2.72 2.45 -10.87 0.42 0.33 2.15

MSCI EAFE 3.00 3.00 0.04 -8.89 1.92 2.16 2.09

MSCI EAFE Small Cap 2.36 2.36 1.83 1.28 7.18 5.32 3.59

MSCI Emerging Markets 0.56 0.56 6.35 -17.56 -4.23 -4.28 2.69

MSCI Frontier Markets 3.10 3.10 2.32 -12.73 1.98 1.37 -0.15

Real Assets

FTSE NAREIT Composite -1.62 -1.62 4.04 7.23 6.22 9.64 6.03

Alerian MLP 11.04 11.04 6.42 -28.71 -7.41 0.89 8.62

DJ UBS Commodity 8.51 8.51 8.96 -17.45 -13.76 -13.32 -6.01

MARKET PERFORMANCE

For Distribution to Existing and Prospective Clients Only.
EverBank Wealth Management, Inc. is an investment advisor registered with the Securities and Exchange Commission. It is not a bank. EverBank 
Wealth Management, Inc. may recommend or make available products and services offered by its parent company, EverBank, a member of the FDIC, 
and EverBank’s subsidiary, EverTrade Direct Brokerage, Inc., a broker dealer registered with the Securities and Exchange Commission and a member 
of FINRA (www.finra.org) and SIPC (www.sipc.org). Investment services offered through EverBank Wealth Management, Inc.:

Are Not FDIC Insured Are Not Bank Guaranteed May Lose Value

© 2016 Conway Investment Research, LLC. All rights reserved. Used with permission. 16WEA5498
The information conveyed in these commentaries is for educational purposes only and should not be considered investment advice. Investments and 
strategies discussed may not be appropriate for all readers. Each investment is unique and reacts differently in various market and economic conditions. 
Information in this publication has been obtained from sources believed to be reliable, but the accuracy, completeness and interpretation are not guaranteed 
and have not been independently verified. Views expressed are subject to change without notice and, due to the rapidly changing nature of markets, may 
quickly become outdated. The information presented does not constitute a solicitation for the purchase or sale of any securities or options on securities.
Past performance is not indicative of future returns, and the value of investment and the income derived from them can go down as well as up. Diversification 
strategies do not ensure a profit and do not protect against losses in declining markets.

Source: Morningstar, Barclays, MSCI, FTSE, Dow Jones, FactSet Research, HFR 
1-year, 3-year, 5-year and 10-year data are annualized.


