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1Q 2015 Quarterly Client Letter 

The first quarter of 2015 was marked by lots of ups and downs due to fluctuations in oil 

prices, currency, and interest rates.   

Here’s a recap of the quarter in five easy charts.  A picture is worth a thousand words! 

1. Small caps outperformed large caps.  The S&P 500 eked out just a small gain for 

its ninth consecutive quarter, up 0.47%, and the Dow actually ended up slightly 

down -0.32%.  Meanwhile, tech and biotech stocks and smaller cap names did well 

with the tech-heavy NASDAQ Composite up 3.68% and the small-cap Russell 2000 

gaining 4.5%.   
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2. The U.S. dollar was strong.  Part of the reason large multinational companies did 

not perform as well in the first quarter was due to the strength of the U.S. dollar 

relative to other currencies.  The U.S. dollar hit a 12-year high in March as Europe 

and other nations undertake economic stimulus plans.  A strong dollar is a 

negative headwind for U.S. companies trying to sell their products overseas, 

resulting in reduced sales and earnings.   
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3. Oil prices declined further.  West Texas Intermediate (WTI) crude oil prices fell 

more than 10% in the first quarter, extending the 46% plunge in prices experienced 

in 2014.    

Why have oil prices declined so much?  It all comes down to supply and 

demand.  New production has come online, especially in the U.S., at a time 

when demand has diminished due to slower global economic growth.  

And the strong dollar makes it worse!  Since the end of WW2, oil has been 

priced in U.S. dollars.  So when the dollar is strong, oil becomes more expensive 

for the already sluggish European and Asian economies.  Weaker purchasing 

power=less overseas demand=even lower oil prices.   
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4. Interest rates are expected to increase, however … As the U.S. economy 

continues to show signs of recovery, with improving employment and consumer 

confidence, the Federal Reserve is telegraphing that it will begin to “patiently” 

increase interest rates this year.  U.S. rates are low, but most rates around the world 

are even lower, some even negative.  Increasing rates in the U.S. would make 

the dollar even stronger!  And then there’s the question: is the U.S. economy 

strong enough to take it?  Recent Q1 economic data has been mixed. One thing is 

for sure, the Fed is playing a very tricky game! 
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5. International diversification was rewarded this quarter as European and Asian 

stocks rallied.  Most major European markets were up strongly in the first quarter, 

with the MSCI Europe up almost 16% in euro terms, marking its strongest quarter 

since 3Q 2009.  These gains were driven by an aggressive easing program from the 

European Central Bank, the weak euro, and lower oil prices.  Most Asian markets 

also posted strong gains for the quarter with China’s Shanghai Composite up nearly 

12% for the quarter and the Japanese Nikkei advancing more than 10%.   

 

 

 

So how did these trends translate into client performance?   

Whereas last year it did not pay to be diversified and own things like small cap 

companies and international names, this was definitely not the case in the first quarter 

of this year.  As a result, most diversified investment portfolios outperformed the overall 

market this quarter.   
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Here’s a recap of the investment performance by risk category and benchmark indices 

as of 3/31/15*: 

Target Risk YTD 1 Yr 3 Yr 5 Yr 10 Yr 

Morningstar Conservative 0.61 2.21 3.45 4.84 4.93 

Morningstar Moderately Conservative 1.03 3.46 5.90 6.69 5.89 

Morningstar Moderate  1.37 4.21 8.05 8.32 6.78 

Morningstar Moderately Aggressive  1.81 4.80 10.06 9.72 7.33 

Morningstar Aggressive 2.19 5.39 11.67 10.83 7.63 

      Benchmark Indices  

     
S&P 500 TR (U.S. Stocks) 0.95 12.73 16.11 14.47 8.01 

Barclays Aggregate Bond TR (U.S. Bonds) 1.64 5.36 2.38 4.02 4.59 

MSCI EAFE (International) 4.88 -0.92 9.02 6.16 4.95 

MSCI EM (Emerging Markets) 1.91 -2.02 -2.19 -0.72 5.91 
Source: Morningstar   
 

     I will be reaching out to each of you over the course of the next few weeks to go over 

your individual performance.  Also, a brief reminder to those of you working on your 

taxes:  please let me know if you intend to make an IRA contribution for 2015.  The 

deadline is April 15th.  And as usual, please feel free to contact me if you have any 

questions or concerns. 

Warmest regards, 

 

Jane Edmondson 

 

Office 858-935-6041 

Direct 858-461-8183 

Fax 858-461-6576 

Email jane.edmondson@eqmcapital.com 
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CONFIDENTIALITY NOTICE: Investment advisory services are offered through EQM Capital, LLC, a Registered Investment 

Adviser. All e-mail sent to or from EQM Capital, LLC may be retained, monitored and/or reviewed and/or disclosed to persons 

other than the recipient. The information contained in this e-mail is intended only for the personal and confidential use of the 

recipient(s) named above.  If this message has been received in error, you hereby are notified that any review, dissemination or 

copying of this message and its attachments, if any, is strictly prohibited.  If you have received this e-mail in error, please 

immediately notify the sender by return e-mail and delete this message and any attached materials from your 

system.  Please be advised that voicemail, fax, or e-mail instructions to buy or sell assets in your account are not valid and 

will not be executed. These may only be received and acted upon in real time. Thank you. 

*PERFORMANCE DISCLOSURE: Returns in percent. Past results are NOT an indication of future performance. The opinions 

expressed above should not be construed as investment advice. This article is not tailored to specific investment objectives. 

Reliance on this information for the purpose of buying the securities to which this information relates may expose a person to 

significant risk. The information contained in this article is not intended to make any offer, inducement, invitation or commitment to 

purchase, subscribe to, provide or sell any securities, service or product or to provide any recommendations on which one should 

rely for financial, securities, investment or other advice or to take any decision. Information provided, whether charts or any other 

statements regarding market other financial information, is obtained from sources deemed reliable, but we do not warrant or 

guarantee the timeliness or accuracy of this information.  
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