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IS THE STOCK MARKET JUST RUNNING IN PLACE? 

 

Notwithstanding the chilling start to the New Year from January through mid-February, most of 

our financial markets eked out modest gains for the first quarter of 2016. The Dow Jones 

Industrial Average was up 1.5% and the S & P 500 Index edged higher by 0.8%. Only the 

NASDAQ Composite failed to record a gain, largely because a number of high-flying biotech and 

internet issues stalled out during the quarter. 

 

Admittedly, the first quarter performance was not greeted with much applause but, looked at from 

a different angle, the results were more impressive. For example, the DJIA and S & P 500 both 

were up about 13% from their respective mid-February lows. The rebounds were led by many of 

the commodity-based companies…Energy/Metals & Mining [including Gold]…all of which had 

cratered over the past year or so. Moreover, the lack of movement by the Federal Reserve to raise 

short-term interest rates probably was a contributing factor to the 14.8% gain recorded by the 

Utility sector. A casualty of the vacillation by the Fed was the Financials, a group that would 

have benefitted from a rise in interest rates. 

 

As everyone is painfully aware, 2016 is a presidential election year. The continual braying sounds 

emanating from candidates and correspondents alike simply have added to the concerns being 

fostered by sluggish economic growth worldwide as well as terrorist acts abroad that pose a threat 

to our domestic security. Nevertheless, the creation of 215,000 new jobs in the month of March 

was only one of a number of positives verifying the fact that our economy continues to move 

forward. Also, in contrast to the dire forecasts that the U. S. dollar would rise inexorably in 2016, 

it has declined against a basket of foreign currencies [including the euro and Japanese yen]. This 

is good news for American industry because it keeps U. S. products competitive in world 

markets. 

 

We begin the 2nd quarter of 2016 with as many economic/financial/political quandaries as in any 

other quarter, or year for that matter. However, one question that stands out in our mind is the 

June 23rd British exit, the so-called “Brexit,” referendum which could determine whether the U. 

K. remains part of the European Union. Only the British people, collectively of course, will make 

that decision. However, the result could change the economic landscape of Europe, and perhaps 

the world, for many years to come. 

 

The DJIA first crossed the 16,000 mark during the 4th quarter of 2013. In a halting manner, the 

average traded above 18,000 in 1Q ’15. Today, traders and investors still find themselves range-

bound by those numbers. One might say that the stock market merely has been “running in place” 

for a number of years. But it is also true that, in an overall sense, investors have retained most of 

the capital appreciation realized since the 2009 market low. Should the ho-hum 1Q ’16 

performance prove to be the worst case for the full year, that would not be all bad. However, we 

believe that astute stock selection could improve upon that worst case outcome.  
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