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Dear Friends of the Firm:                             April 2015 
 
 
It has been a slow start to the year for the U.S. equity markets.  The S&P 500 was up less than 0.5% in the 
first quarter, while developed international equities and emerging market equities were up 5.0% and 2.0% 
respectively.  The Barclay’s Capital Bond Composite was up 1.75% in the first quarter.  This slow start is 
in our opinion attributable to several key global themes. 
 
First, economic data in the U.S. has been coming in below the market’s expectations.  The Bureau of 
Economic Analysis recently reported that Q4 GDP growth was 2.2%, slightly below analyst expectations.  
The Atlanta Federal Reserve Bank has lowered its estimate of First Quarter GDP growth to just 0.1%, 
down from over 2% at the beginning of the year.  Several factors have driven this slowdown in growth, 
such as the weather and a significant labor dispute on the west coast.  This year the Northeast saw a 
particularly harsh winter, which has had a negative impact on growth throughout the country.  A 
significant labor dispute at the nation’s ports on the west coast was a further drag on growth, as shipments 
of goods came to a halt for some time.  The good news going forward is that both of these issues have 
largely been resolved. 
 
There are a few remaining factors which may dampen U.S. growth over the next year.  Since the summer 
of 2014 the U.S. dollar has strengthened by more than 20% against other currencies.  One year ago one 
euro would buy 1.37 dollars.  More recently though, one euro would only buy 1.06 dollars.  A 
strengthening dollar makes the goods of foreign producers more attractive here in the U.S.  On the flip 
side, the goods of U.S. producers have become less attractive to foreign buyers whose currencies are 
weakening relative to the dollar.  As a result, U.S. based multi-national companies that generate a large 
portion of their revenues overseas have experienced a strong headwind.  If this trend persists it could lead 
to lower profits and an erosion of confidence amongst business leaders. Thus, their willingness to invest in 
and expand their businesses could diminish, putting further downward pressure on growth.  
 
Another major theme we have been following is the dramatic collapse in the price of oil.  One year ago 
crude oil was trading around $100 per barrel.  Since then, the price of oil has fallen by nearly half and is 
now trading around $55 per barrel.  Other industrial commodities such as copper and iron ore are down as 
well, though less dramatically.  The sharp decline in oil prices has led to an equally sharp slowdown in the 
energy sector as producers have slowed or halted production.  Despite the production slowdown, 
inventories have remained stubbornly high.  To date, the fall in oil prices has been a drag on U.S. growth, 
but we expect to see some positive benefits from this development as time goes on.  Cheap oil could 
provide a stimulus to consumers who find themselves with more disposable income to spend.  Since 
consumers account for a much larger portion of economic activity than energy producers, we would expect 
cheaper oil to be a net benefit for growth going forward.  However, consumers have been slow to spend 
their windfall, choosing instead to pay down debt or increase their savings.  If the trend of cheaper oil 
persists, consumers may perceive the benefits as being more permanent, and we would expect to see a 
pickup in consumption which could help propel growth going forward. 
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