
         Volume 12, Issue 1                                   January 2016 

2015 Year in Review 

Four macroeconomic factors cast a big shadow over markets in 2015 – (i) uncertainty about the timing of the inter-

est rate increase by the Federal Reserve Board that finally materialized in December, (ii) the impact on corporate 

profits from oil prices that fell by over 30%, (iii) a rising U.S. dollar, and (iv) questions about growth in China.  As 

the table above shows, 2015 offered few places to hide and was marked by flat to down returns in almost every 

asset class. 

2015 general market performance: 

Despite the flat return in 2015, U.S. markets continued to outperform the rest of the world, with emerging markets 

continuing their weak performance over the past five years.  

With a sharp decline in the price of oil, the energy sector saw a severe drop in profits and share prices for this sec-

tor fell by 26%. Other sectors whose stock prices declined were materials, down 10% as demand for minerals and 

other commodities declined and utilities, which dropped by 8% in anticipation of an increase in interest rates. 

Offsetting the weakness in energy was strength in companies that focused on the domestic consumer. Particular 

strength was shown by the four technology companies known as the FANGs – Facebook (+36%), Amazon 

(+122%), Netflix (at +131% the top performing U.S. large company stock last year) and Google (+49%). 

Even with a flat 2015 and the big decline in 2008, for patient investors who stayed the course, over the past 10 

years the compound annual return on the U.S. stock market still exceeded 7%. 
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2015 Full Year Market Returns (through 12/31/2015) 
 

Index                

S&P 500              1.4%    

Dow Jones Ind Avg                0.6% 

Russell 2000                -1.4% 

MSCI EAFE (Int’l Stock Index)       -0.8% 

Cohen & Steers Real Estate Index                6.4% 

Emerging Market Stock Index             -14.9%   

Barclays Bond Aggregate Index        0.6% 

Dow Jones UBS Commodity Index             -24.7% 
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2015 Year in Review (continued from page 1) 

Annual change in U.S. Stock Market 

2006  2007  2008  2009  2010  2011  2012  2013  2014  2015  10 yr return* 

+15%   +6%  -37% +27% +15%   +2% +16%  +34%  +12%   +1%       7.4% 

Total return including dividends; *compound annual return. Source: MSCI 

2015 ARS performance: 

For 2015, our average account performed in-line with the overall market.  When we dig deeper to determine what 

attributed to our performance, we see that our stock exposure outperformed the S&P500.  This was due to our 

overweight positions in conservative, dividend paying, blue-chip stocks that historically have displayed lower volatil-

ity.  We also were overweight the Technology, Healthcare and Consumer Staples sectors, which were three of the 

top performing sectors of the market.  Also, our bond exposure performed in line with the bond market.  We elimi-

nated our high-yield bond exposure during the summer and continue to focus on short-term, agency bonds that 

provide a reasonable risk/reward in this low-rate environment. 

Unfortunately, our exposure to the Master Limited Partnership (MLP) space, though relatively small at (5%-10%), 

had a negative impact on our overall account performance.  MLPs in general suffered due to the significant drop in 

oil prices.  While we monitored and held the position for most of 2015, we chose to eliminate our exposure to MLPs 

late in the year after determining that the fundamentals had broken down.  

2016 Outlook: 

As we head into the new year, our outlook for 2016 can best be described as “more of the same”.  We continue to 

maintain a very conservative view of the markets and feel that it is more prudent to focus on safety and protection 

at this time.  We do not want to dismiss the real issues we currently face, such as the slowdown in China, stalled 

economic growth outside of the U.S., political turmoil around the world, increased terrorism, and rising debt levels.  

Given the above issues, we expect interest rates to remain low and potentially go lower. 

On a positive note, there are several reasons to be optimistic about the year ahead.  The U.S. economy continues 

to show signs of strength (low unemployment and moderate growth).  Also, the steep drop in oil prices will act as a 

“tax-cut” for consumers who will benefit at the pump.  We continue to believe that there is opportunity in high-

quality, blue-chip companies, with strong free cash flow and attractive dividends.  My final reason for optimism is 

the belief that we will work our way through the current challenging environment, just as we’ve worked through seri-

ous challenges in the past. 

Client Security & Customization: 

Please take a moment to read the article about ARS’s secure client portal.  The client portal has many benefits, 

including the ability to securely send information back and forth.  Also, we can customize what account information 

you see and the way you view it, such as (performance, holdings, activity, etc.). 

Ultimately, every client’s needs are unique, and we work hard to develop the portfolio that is right for your personal 

risk tolerance and situation. If we haven’t talked recently, we would welcome the opportunity to sit down to update 

your circumstances, to ensure that your portfolio is designed to provide the returns to achieve your long term goals 

with no more risk than is necessary. 

In closing, please know that the entire team at ARS is working tirelessly to help protect and grow the assets you 

have entrusted to our care.  Our success would not be possible without the continued support of clients like you.  

On behalf of everyone at ARS Wealth Advisors, thank you for being a valued client.  

- Tony Anderson, President 



Trading Activity in the Second Quarter 2015 

During 2015 most investors experienced flat to negative returns as stocks and bonds traded sideways to down.  

The S&P 500 was up about 1.4% BUT if you remove the top 10 largest stocks (such as Google, Microsoft, Face-

book, Apple, Amazon) the index was down for the year.  The S&P 500 index is capitalization weighted so the big-

ger the company the bigger the impact on the index. In contrast, the Equal Weighted S&P 500 index was down 

2.20%.  The chart below clearly portrays the difference between the S&500 Equal Weighted index (Symbol: RSP) 

and the S&P 500 capital weighted index over the past 3 (three) months… 

S&P 500 Equal Weight (RSP) vs. S&P 500 (cap weighted: ^GSPC)  

 

 

 

 

 

 

 

Most of 

the downward moves in the market were due to resource-related companies with energy stocks topping the list.  

Some of the most successful investors experienced poor relative returns.  Warren Buffet’s Berkshire Hathaway 

stock fell over 12% and Carl Icahn’s fund (Icahn Enterprises) was down 27%.  Bond returns on average were flat 

making it quite difficult for all investors.  

Why? In general Stock and bond markets are impacted by shifts in the economy.  Last year witnessed dramatic 

slowdowns in economies around the world, the biggest being China, while the US economy continued to grow 

slowly.  One of the biggest global challenges in 2016 will be interdependence.  Interdependence can be both a 

blessing and a curse.  It is a blessing when economic growth in one region spreads to another.  Currently, howev-

er, the opposite is true as economic failure in China and emerging economies, Russia, Europe and the Mid-East is 

spreading around the world.  Russia and Middle Eastern countries reliance on oil prices is causing major social and 

political unrest and even desperation.  Saudi Arabia’s attempt to sell part of their Oil dynasty (Aramco) is an exam-

ple of this.  

Citizens of the United States should count their blessings as we have avoided much of these global challenges.  

This has led to a much stronger US Dollar increasing our purchasing power.  A big reason these global challenges 

have not impacted our economy is due to the relatively small amount of goods/services we export.  Our exports are 

only around 13% of our GDP.  Most countries export a much larger share of their GDP and, therefore, are more 

reliant on foreign economies to sustain their growth.   
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-3.01% 

-5.98% 



111 Second Avenue N.E. |  Suite 1600 |  St. Petersburg, Florida 33701 

727-322-7681 |  888-322-7681 |  www.arswealth.com 

As a major IMPORTER, with global prices declining the US consumer has benefitted from the strong dollar.  One 

prime example is the price of gasoline:  (I’m glad I don’t live in Hong Kong.) 

 

 

 

 

 

 

 

 

 

 

 

 

In addition, geographically we are more insulated from things like the refugee crisis currently impacting the Euro-

pean continent. This is a major event causing border controls to go up all over Europe restricting the free flow of 

trade between countries.  This, too, is having a global impact. 

So, what should we expect during 2016 ?  The answer to that question hinges on lots of things but at this moment 

in time US economic growth is continuing despite the slowdown overseas.  Unemployment has fallen, major eco-

nomic indicators are not forecasting a recession in the next 6 months, interest rates are still extremely low and do-

mestic demand for many goods and services is holding up.  Therefore, we expect our domestic economy to contin-

ue to bump along albeit slowly.  However, the risk of an exogenous shock is always present.  The fallout from a 

major geopolitical event could spread to our shores.  This could take the form of an escalation of conflicts in the 

Middle East; a hard landing in China; or potential issues arising within the framework of the European Union.   

Whatever the case there is the possibility the US could, once again, experience more favorable outcomes in the 

economy and the markets on a relative basis.   There is one other item to consider - the maturing business cycle.  

While all economies experience business cycles (economic expansions and contractions) this particular expansion 

is almost 7 years running and won’t last forever.  Due to these reasons we continue to position portfolios with a 

defensive emphasis.  If the economy does begin to head south either from an exogenous event or the result of the 

aging business cycle we may become even more defensive.  Things are definitely heating up globally so our focus 

will remain biased toward domestic investments throughout 2016.  Please always feel free to call us if you have 

any questions or concerns as we move into the new year. 

Respectfully, 

Kurt Ulrich, CFA  

Market Outlook (continued from page 3) 
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Successful investing requires patience and the ability to focus on your goals and objectives. We all know the stock 

market fluctuates, but most investors don’t realize how often market corrections actually occur. The S&P 500 is 

currently down around 10% from the all-time high set in May of 2015. Corrections are a natural part of investing, 

there is no way to avoid fluctuations. On average, the market corrects ten percent or more once every year.  Five 

percent pullbacks occur more frequently, around three times per year, and twenty percent sell-offs occur once eve-

ry 3.5 years. While you can’t ignore today’s challenges, you don’t want to overreact to them. Your current well-

being and your long-term enjoyment during retirement are dependent on your ability to make well considered fi-

nancial decisions during good markets and bad. 

Investment statements only show short term results; to make smart decisions today, you need to focus on more 

than your current account value. The most important question isn’t: How much money do I have right now? That 

value will change constantly. The most important question is: What should I do now to give me the best chance to 

attain my goals in the future? Whether you are already retired, or years away from retiring, having a financial plan 

in place that defines your goals and objectives can help get you through turbulent market conditions.  

We have written about Riskalyze and the importance of getting your individual risk tolerance clearly defined. For 

some clients this is enough, but for others, a comprehensive plan that breaks down goals in specific categories 

including: the needs you must have, the wants you’d like to have and even the wishes you dream about, is more 

appropriate. We now have the capability to produce comprehensive financial plans that clearly define your person-

al goals and objectives. Rather than focusing on short term market fluctuations we can focus on the bigger picture 

and track your progress to achieving your goals. This is an example of a hypothetical plan for John and Ann, a 57 

year old couple with a three year old grandson. 
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Financial Planning (continued from page 5) 

 

 

 

 

 

 

 

 

 

 

 

 

 

First, we calculate the Probability of Success for John and Ann’s Current Plan using a composite of many possible 

outcomes. Then we analyze the data and make suggestions to increase their Probability of Success. There are 

multiple ways to access this powerful planning software. We can work with you to determine the best way to get 

started. We will be making this tool a focal point of future client meetings and reviews.  

Mike Murray, CFA 

 Added security in sharing documents to or from ARS.  Personal information cannot be compromised opposed 

to sending documents as email attachments. 

 We can customize your view to specific information you would like to see. 

 You don’t need to wait for monthly statements or quarterly reports to view your account’s activity.  Information 

is updated daily. 

 Ability to download  your information to Quicken 

 Ability to create and print PDF Reports 

Here is an example of just a few of the items that can be included in your portal: 

 Account Performance 

 Current Holdings 

 Asset Allocation 

 Transactions 

 Contributions & Withdrawals 

 Realized Gains/Losses 

To request access to your ARS Personalized Portal; please contact  

Felicia Fortosis, ARS Operations Specialist, at 727-322-7681 
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Advantages of Using The ARS Client Portal 



Mission Statement 

To focus solely on meeting the unique needs of our clients and to help them prepare 

for life’s most important financial decisions, by providing objective advice, free from 

conflicts of interest, based on time-tested, proven strategies.  To give our clients 

peace of mind by placing their best interest first and always acting in a fiduciary ca-

pacity. 
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