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2017 First Quarter Review 
 

SUMMARY  
 

▪ Our review of asset class performance shows that international stocks were the big winners in the 

first quarter, along with technology stocks. The dollar weakened, commodities slumped, and the 

so call “Trump Trade” took a breather.   

▪ The market was up over 5% in Q1. When this happened in the past, it predicted good returns for 

the rest of the year. 

 

 

The Message FROM MACROCAST™ 

 

As a reminder, MACROCAST
TM

 is Corbett Road’s proprietary model that measures the attractiveness 

of risky assets by looking at the VITALS of the market—Valuation, Inflation, Technical Analysis, 

Aggregate Economy, Liquidity, and Sentiment. Through assessment of these factors, we are able to 

better gauge overall market conditions and the probability of a major market decline. The following 

chart shows MACROCAST
TM 

as of April 21, 2017: 

 

April 25, 2017 

 MACRO MUSINGS 

 Rush Zarrabian, CFA 
Portfolio Manager 



 

Please see important disclosures at the end of this article 
 
 

 

The most recent score for MACROCAST
TM 

is +12. This is up 2 points from March, and consistent with 

levels we’ve observed since Spring 2016. A score of +12 suggests a sustained major market decline 

is unlikely.  

The strongest reading in MACROCAST
TM 

is coming from the Aggregate Economy. Economic 

indicators that we follow are nowhere near recessionary levels. While we don’t see robust growth ahead, 

we do not think an economic downturn is in the cards over the next 6-12 months.  

The biggest area of concern remains Valuation. High valuations are not enough to cause a market 

decline by themselves, but they do suggest that major gains for stocks at this point are likely capped. In 

order to see major upside the rest of the year, we will need either significant growth in earnings, or the 

willingness of investors to pay even more for each dollar of earnings growth. 
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ASSET CLASS REVIEW: The RETURN OF INTERNATIONAL RETURNS  

 

The following table from Bespoke Investment Group shows returns through early April: 

 

 

                                   Source: Bespoke Investment Group 

 

 

 

 

 

 

 



 

Please see important disclosures at the end of this article 
 
 

 

Our thoughts on Asset Class performance in the first quarter of 2017: 

 

1. International Stocks, led by Emerging Markets, outperformed the U.S. Equities from both 

developed nations, (represented above by the exchange traded fund EFA), and emerging 

countries (represented by EEM) saw greater returns than all major U.S. based indexes, except for 

the technology heavy Nasdaq. Will this international outperformance last through the end of the 

year? Time will tell, but as we highlighted in last month’s Macro Musings, emerging market 

stocks have started out strong in several previous years, only to falter afterwards. 

2. The “Trump Trade” lagged. After the election, many sectors saw large gains on the hopes that 

the new administration would implement tax and regulatory reform. Financials, industrials, and 

small cap stocks rocketed higher, while Mexican stocks collapsed. Fast forward 4 months and 

Mexico has recovered, while other sectors have pulled back, or consolidated some of their gains. 

The performance of these sectors the rest of the year will depend a lot on how quickly 

Washington implements some of the expected reforms.  

3. The dollar weakened against major currencies. One reason international stocks did well was a 

weaker dollar. Foreign currency strength adds to the returns of the international index. 

Conversely, international stocks have done poorly relative to the U.S. throughout the past 5 years 

due to the dollar being stronger. Some dollar weakness would allow diversified portfolios to see 

better returns.  

4. Commodities other than precious metals struggled. Commodities trade in dollars, so when the 

dollar weakens it is often positive for the asset class. But despite a weaker dollar, commodities 

struggled in Q1. Gold and Silver were major exceptions, rising more than most equity markets. 

Oil struggled, as more supply came back online, and natural gas plummeted, thanks to an 

unusually warm winter in most parts of the country. Cheaper commodities are good for the U.S. 

because we are a consumer driven nation, so we do not consider this a large negative event. 

 

A Strong Q1 for the S&p 500, what Happens the rest of the yEar?  
 

The market gained 5% in the first quarter (a great start to the year any way you look at it). LPL Financial 

researched the correlation of a strong start and the returns experienced through the remainder of the 

year. Here are the results going back to 1950: 

http://wealth.corbettroad.com/sites/default/files/users/scottairey/pdf/Macro-Musings-March-2017-WEBSITE.pdf
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There have been 24 instances that the S&P 500 was up 5% or more in the first quarter. Only three of 

those years that saw negative returns the rest of the way. 1987 is the big exception, with a 15% decline 

after Q1. Examining the entire data set suggests that most years that start strong finish strong. Average 

additional return of nearly 10% and positive returns in 21 of 24 years. There are never any guarantees, of 

course, but those are encouraging numbers. From the perspective of market momentum, things are 

looking upbeat. 
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The chart(s)/graph(s) shown is(are) for informational purposes only and should not be considered as a suggestion of any 

investment recommendation, investment strategy, or as an offer of advice to buy, sell, or exchange any investment product or 

investment vehicle. Past performance may not be indicative of future results. While the sources of information, including any 

forward-looking statements and estimates, included in this (these) chart(s)/graph(s) was deemed reliable, Corbett Road 

Wealth Management, Spire Wealth Management LLC, Spire Securities LLC and its affiliates do not guarantee its accuracy.  

 

The views and opinions expressed in this article are those of the authors and do not necessarily reflect the opinions of Spire 

Wealth Management LLC, Spire Securities LLC or its affiliates. 

 

All information is based on sources deemed reliable, but no warranty or guarantee is made as to its accuracy or 

completeness. MACROCAST
TM 

is a proprietary index used by Corbett Road Wealth Management to help assist in the 

investment decision-making process. Neither the information provided by MACROCAST
TM 

 nor any opinion expressed herein 

constitutes a solicitation for the purchase or sale of any securities, and should not be relied on as financial advice. The 

phrase “the market” refers to the S&P 500 Total Return Index unless otherwise stated. The phrase “risk assets” refers to 

equities, REITs, high yield bonds, and other high volatility securities. Past performance is no guarantee of future results.  

 

Spire Wealth Management, LLC is a Federally Registered Investment Advisory Firm. Securities offered through an affiliated 

company, Spire Securities, LLC, a Registered Broker/Dealer and member FINRA/SIPC 
 


