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Market Outlook 

The European Central Bank remains under intense pressure to lift growth and reverse deflation. Overall 
the euro zone has coped with deflation, both cause and effect of the 10.8% unemployment rate. Gross 
domestic product (GDP) and consensus is building alongside cheaper currency that boosted manufacturing 
in December 2015. Growth in the services continuum remains upbeat.  

December composite manufacturing in Europe was 53.2 compared to 52.8 in November, 54 in October and 
53.6 in September. It sums out to expansion in the purchasing managers index (PMI). 

Mind that economists point to slowed global manufacturing growth at the end of 2015 ending the worst 
year since 2012. European countries led the growth rankings while emerging Asia suffered its worst 
downturn in more than ten years of data collection. A strong U.S. dollar weakened revenues coming from 
franchises and led to business restructurings. 

Evaluations in defense technology companies have reached out to more fund managers in view of the 
geopolitical tensions in the past five to four years. Syria deals with an Islamic state threat and a refugee 
crisis, and Iran had banned oil imports. The economic situation in Brazil and Russia is somewhat 
disturbing due to (1) currency and debt concerns and (2) sanctions and reliance on raw materials. 

Index funds and gold holdings remain on the investigation radars for future macro and niche market 
prognoses. A number of index-based funds kicked off the year with a bang therefore moving the risk curve 
closer to the favored arms of safer assets. Any correlations to broader measures like the S&P 100 and 
Russell 1000 are often reading references of stay-informed significance and regularity. 

Gold prices in the U.S. tumbled -10.67% in the past year through January 31, 2016. As net asset value, 
gold is trading down -11.78% over the same period. It is now at $1,193 per ounce in a three-month upward 
correction. Related ETFs are Physical Swiss Gold (SGOL) trading positive at $116.14 and SPDR Gold 
Trust (GLD) at $113.83 on February 8. 

Stock trading volumes surged at Newmont Mining Corp (NEM), one of the world’s largest producers of 
gold, so it scooping third-quarter 2.8% profit growth. Shining since January is global mining firm 
Freeport-McMoRan Inc (FCX), it expects steeply lower unit production costs this year. Shares of Barrick 
Gold Corp (ABX) of Canada also climbed despite losses since 2011 related to debts and acquisition costs.  

American groups Vanguard and Fidelity offer large-cap index funds that compare to others like iShares 
Core S&P 500 ETF (IVV) and SPDR S&P 500 ETF Trust (SPY). An international dividend fund is Global 
X SuperDividend ETF (SDIV) that weighs stocks at roughly the same amount. More fund types comprise 
mid-cap, investment-grade bonds, junk bonds, preferred stock, developed-market stocks, frontier-market 
or emerging stocks.  

Quantity Leads 

Europe and Japan ramped up quantitative easing in 2015 while stocks combined clocked no gains in the 
U.S. Central banks are still to stimulate the economy deemed standard monetary policy would become 
ineffective or temporary constituent of changes. When short-term interest rates approach zero, monetary 
authorities thereby are buying assets but decrease their yield reflecting lower longer-term rates as well.  



In quantitative comparison, U.S. stocks jumped 12% in 2014 and 32% in the prior year. 

The Japanese government has helped businesses deal with the threat of deflation. On January 29th, for the 
first time in its history, the central bank adopted negative interest rates by cutting the bank deposits cost 
to -0.1%. Now almost a quarter of the world’s gross combined product comes from countries with negative 
rates including Denmark, Sweden and Switzerland. 

“The negative rate in Japan applies only to new deposits,” Economist.com said. “And banks that are not 
profitable would not add to the capital buffers that let them operate safely.” In the U.S. however, the easing 
attempt by the government has not impacted the GDP, compared to the GDP percentages that had been 
reached between the depression years 1948 from 1939.  

Technology stocks will continue to lead the headlines with upgrades across various levels, broadly 
speaking (1) software, hardware, and semiconductors on the one hand, and (2) electronics, vehicles, 
infrastructure, factory customization and online commerce on the other.  

Few stocks to watch are Adobe Systems Inc (ADBE), ARM Holdings plc (ARMH), Arrow Electronics Inc 
(ARW), Broadcom Corp (BRCM), Corning Inc (GLW), GigOptix Inc (GIG), and Pericom Semiconductor 
Corp (PSEM). Automobile parts maker Johnson Controls Inc (JCI) is down -25.19% in the past six 
months. Visual computing company NVIDIA Corp (NVDA) jumped +6.06% in the same period.  

JCI’s possible merger target is Tyco International Plc (TYC) of Ireland that provides electronic security 
and life saving systems. After spinning out two business segments, it posted revenue of $2.38 billion in the 
first fiscal quarter compared to $2.48 a year ago. Earnings came at 18 cents a share down from 38 cents in 
first quarter 2015. Year to date Tyco’s shares jumped +8.91% to $34.73 through February 8. 

Shares of Priceline Group Inc (PCLN) at $973.80 are over-valued, last trading approximately $18.97 above 
a two-month low of $954.83 per share and down -26.44% in the past six months. This provider of travel 
services - flights, rentals and hotel accommodation is valued at $48.48 billion. Amazon.com Inc (AMZN) 
now has twice as many employees than other peers after starting up with food deliveries, too. 

Financials, utilities, and health care equity holdings are for now kept in the shorting trench on more 
optimistic expectations by many economists. The mid-cap stock of Sound Financial Bancorp Inc (SFBC) is 
up +9.43% in the past six months, Greene County Bancorp Inc (GCBC) climbed +13.36%, The York 
Water Co (YORW) +37.48%, Connecticut Water Service Inc (CTWS) gained +23.96% in the same period.  

Among water utilities Artesian Resources Corp Class A (ARTNA) gained +34% between today and 
September 2015 and SJW Corp (SJW) jumped +14.74%. However Cadiz Inc (CDZI) dropped -29.38% and 
Pure Cycle Corp (PCYO) fell -13.60%. 

Quality Systems Inc (QSII), the manager of patient medical data and administration, climbed +8.68% in 
the past six months. Also surging is Healthcare Realty Trust Inc (HR) up +18.72% in the past six months. 
Apricus Biosciences Inc (APRI), the global patent drug maker in urology and rheumatology, dropped -
11.72% in the same period, but gained +14.14% to date. 

However medical instruments supplier AngioDynamics Inc (ANGO) and generic drugs developer Rigel 
Pharmaceuticals Inc (RIGL) slid -34.16% and -14.29%, respectively in the same period. Many small 
companies in the health care sector could merge and get acquired by larger ones to make for accumulated 
equity losses, swaps and loans. 



Lackluster of late are Sorrento Therapeutics (SRNE), Lion Biotechnologies (LBIO), GW Pharmaceuticals 
(GWPH), and Heska Corp (HSKA). Pfizer Inc (PFE), the patent drugs and vaccines producer based in 
New York, is down -19.23% in the past six months, trying to acquire its Irish peer Allergan Plc (AGN). 

Large-cap health benefits provider UnitedHealth Group Inc (UNH) has fared better but down -10.17% in 
the same period. Speaking of insider trading, the company’s chairman and non-executive sold 50,000 
shares last week at a price range of $113.85 to $113.55 per share, trimming his total stake to 2.03 million 
shares. The chairman also holds an indirect ownership stake of 86,000 shares, which are held by an 
irrevocable trust for the benefit of his children. Boykin Curry from Eagle Capital Management LLC owns 
7.59 million shares as of third-quarter’s end.  

The company provides (1) health care coverage and benefits services and (2) pharmacy care services and 
IT-enabled services through the software-based data exchange business. The stock is well valued at a 
price-to-earnings of 18.31 relative to the industry’s forward ratio of 14.7. The share price of $110.02 also 
yields an upside of at least 17% according to research estimates.   

Sanofi (SNY), the renowned researcher of diabetes and other therapy solutions, kicked off the year with 
only a slight -1.98% monthly loss through February 8. Shares of smaller-cap biotech NewLink Genetics 
Corp (NLNK) slumped double-digit as the Iowa firm is improving tumor therapies and vaccines, with the 
latest Zika virus as well.  

Based in Canada are: Acasti Pharma Inc (ACST), AEterna Zentaris Inc (AEZS), Alpha Pro Tech, Ltd 
(APT), Aptose Biosciences Inc (APTO), Aquinox Pharmaceuticals Inc (AQXP), Arbutus Biopharma Corp 
(ABUS). Founded in 2008, Alcobra Ltd (ADHD) of Israel trials in relation to hyperactivity disorder.   

Amarin Corp plc (AMRN) of Ireland provides drugs to treat cardiovascular problems. Advanced 
Accelerator Applications SA (AAAP) is based in France. Cancer immunotherapy provider Affimed NV 
(AFMD) is based in Germany.  

On the diversified portfolio list are global medical devices and U.S. firm Covidien plc (COV) and TE 
Connectivity Ltd (TEL) of Switzerland, provider of sensors and solutions like industrial electronics.  

WisdomTree Investments Inc (WETF) has turned double-digit reds for more than a year before this fund 
manager recovered in the third and fourth quarters. Assets under management increased thanks to fresh 
net inflows. Annual net swung to $80.1 million or 58 cents a share compared to $61.1 million or 44 cents a 
share in 2014. Revenue in the fiscal year rose 63% to 298.94 million from $182.82 a year ago. 

Larger-cap banking company FirstMerit Corp (FMER) is up +3.32% to date through February 8, now 
valued at $3.19 billion. The financial products retailer recently acquired Citizens Republic Bancorp Inc of 
Flint, Michigan. 

Bank of the James Financial Group Inc (BOTJ), the Mid-Atlantic banking services provider, gained 
+5.86% in the past six months. Its market cap is $51.45 million through February 5.  

Middlefield Bank Corp (MBCN) of Ohio edged up +6.35% in the same period, Summit State Bank (SSBI) 
headquartered in Santa Rosa jumped +1.04%, and Two River Bancorp (TRCB) of New Jersey scored 
+2.99%. 



However American Financial Group Inc (AFG) fell -7.93%, Comerica Inc (CMA) of Dallas -33.50%, Fifth 
Third Bancorp (FITB) of Cincinnati -31.83%, KeyCorp (KEY) of Cleveland -10.36%, People's United 
Financial Inc (PBCT) -13.08%, and Washington Federal Inc (WAFD) -12.80%. 

The latest insider transaction came last week from Align Technology Inc (ALGN), the maker of computer-
aided devices in the orthodontics and dental segments. The company’s director unloaded 9,000 shares at a 
weighted average price of $67.28, all of which were held by a family trust fund. Jacob Gottlieb from Visium 
Asset Management LLC owns 1.37 million shares at the end of September.  

At Corning Inc, the producer of liquid crystal displays, an executive sold 69,519 shares at $18.5 each after 
stepping down in August 2015. He still holds 275,074 shares. More than twenty hedge funds are enfolded 
into the company’s favorable price-to-earnings thereby amass 4.6% of its total shares. 

Retirement Spreads 

Fund managers are more cautious now that bond markets are facing record low European policy rates 
under the quantitative easing. China also struggles with economy contraction, in addition to debts, equity 
uncertainty, and rate cuts thereby leaving the U.S. dollar strong and Fed hikes limited. 

Sparing money in retirement accounts is re-evaluated with more baby boomers turning age 65 and looking 
to comfortable days ahead for their families. Meanwhile the Treasury 10-year bond yield is expected to 
range from +2.70% to +2.10% in 2016. At the moment it approximates +2.2%. 

Right now, there are 40 million seniors in the U.S. And one in six retirees is currently living below the 
poverty line. Their situation is not their fault. “That is shocking,” portfolio strategist Jim Pearce said. 
“Bank certificate deposits should grow 10% to 5% to secure asset integrity.” 

By 2050, the number of seniors is predicted to have more than doubled to 90 million. Consumption may be 
lifting up as well. The baby boomers may be having more free time, with 10,000 people retiring every 
single day over the next 20 years. With respect to government provision, the aging group would be short 
of approximately $6.6 trillion for comfortable living because 46% of all American workers have less than 
$10,000 saved for retirement and 29% have less than $1,000 saved for the elderly days. 

Insurance premiums are predicted to skyrocket with revenues of insurance companies climbing 5% year on 
year to more than $865.8 billion. 

“It is important that fund managers get the maximum benefits and services for the least amount of money,” 
Pearce said. Healthcare and housing offer ways to save up to $10,000 annually, while college savings go 
even higher. “Insurance premiums could bring back 46% to investors, while the cost of airline tickets 
might return 75%.” 

While advisers explore gems in the growth, global quantitative, high-growth and income pools, the 
account management fees should not outpace 10%. Cash-rich dividend winners are often riskier although 
today the S&P 500 companies get 32% of revenues abroad. Stocks and bonds mentioned in this blog stand 
out as low-priced stock winners, in addition to mega caps, hidden-value or unique picks, and mutual funds.    

Further reaching out, the average return for master limited partnerships (MLPs) in business during all of 
2015 was -29.7%, and among gainers were Alon USA Partners (ALDW), Cedar Fair (FUN), Star Gas 
Partners (SGU).  



The index composite of the 50 largest energy MLPs dropped -32.6% in 2015 i.e. the second worst annual 
performance on record. In the bottom-ten list were Mid-Con Energy Partners (MCEP), Legacy Reserves 
(LGCY), and Linn Energy (LINE), and New Source Energy Partners (NSLP). 

U.S. government spending in the defense sector is seen growing to prop up exchange-traded pools like 
iShares US Aerospace & Defense ETF (ITA) that outpaced the stock market with gains of 3% last year. 
Elbit Systems Ltd (ESLT) is slightly down -1.72% in the past six months, while Kaman Corp (KAMN) 
gained +2.54%.  

Orbital ATK Inc (OA), the global flight system and services provider, gained +7.46% in the same period.    

Trading negative are: the mid-cap value B/E Aerospace Inc (BEAV) down -18.29%, Boeing Co (BA) -
18.09%, Fidelity Select Defense & Aero Port (FSDAX) -13.34%, Powershares Aerospace and Defense 
Portfolio ETF (PPA) -11.62%, SPDR S&P Aerospace and Defense ETF (XAR) -16.86%, and TransDigm 
Group Inc (TDG) -9.44%. 

Stay informed with companytickers.wordpress.com. 

 

 


