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The Monthly Recap from Your Investment Team 

It may have been the shortest month of the year, but there was no shortage of good news for investors to digest. 
After a rocky start to the year amidst falling energy prices and concerns about a global economic contraction, the 
S&P 500 rebounded 5.49% as some of those concerns were addressed. Oil seemed to have hit bottom this month 
and assuaged investors’ nerves while overseas positive manufacturing data pointed to a turnaround for Europe 
sending worldwide markets higher. Volatility was noticeably lower this month – down -36.39% and closing out at a 
mild 13.34 after closing January at 20.97. 
 
Europe continued to be a major issue this month. The fallout of January's announcement of a $1.1 trillion stimulus 
package to be enacted later this year, pushed the FTSE 100, CAC 40, and DAX all higher. The PMI was revealed to be 
at a 7-month high, fueled by lower energy costs and a falling euro which finally turned around investor sentiment 
towards the Euro-zone. The Asian markets similarly outperformed for February, helped along by the same tailwinds 
that are propelling Europe's economy. The Nikkei 225 skyrocketed 6.36% hitting a 15-year high this month carried 
along by strong positive momentum; a trend that is likely to continue throughout the year. 
 
Oil finally showed some signs of flattening out this month after dropping for the last 7 consecutive months. Prices 
hovered in the low $50 range for the majority of the month which served to ease some of the volatility that had 
been plaguing stocks for several months. While the future of oil prices is still uncertain, investors heaved a sigh of 
relief as prices stabilized. Natural gas prices fluctuated a little approaching $3 MMBtu (million British thermal units) 
mid-month but ended close to where it began at the $2.70 range. After a strong start to the year for gold, February 
saw the precious metal track lower, closing out at $1,213.29 per ounce. A strong performance in equities 
contributed to the pull-back in February, but gold may be headed higher as the U.S. dollar begins to show signs of 
weakness. Interest rates on the U.S. 10-Year yield rose 21.6% this month climbing from 1.639% to a high of 2.164% 
before ending lower at 1.993% following dovish language by the Fed indicating that the largely expected rate hike 
this year may be pushed back until inflation catches up.  
 
Looking forward, we feel that overseas markets may outpace domestic markets in the near term following the 
upbeat economic data in February. Equities in foreign markets look undervalued relative to P/E ratios on U.S. 
stocks which should help international stocks climb higher. The crisis in energy prices may have tempered this 
month, but with an uncertain future ahead, we remain wary of commodities. Overall, we continue to be bullish in 
March for equities, both domestically and internationally. 

 

Our Portfolios Recap    

Tactical Long Short Strategy: 

This strategy moved in line with the S&P 500 as it returned 5.34% for the month of February as 72% of companies 
reported earnings that were better than expected, shooting up investor confidence.  The S&P 500 reached record 
highs in February as investors’ reaction to Greece’s news of a bailout extension was circulated. Most sectors in the 
S&P 500 performed well this month and the top 3 performing sectors were Consumer Discretionary (XLY) with a 
return of 8.54%, Technology (XLK) with a return of 7.99%, and Materials (XLB) with a return of 7.97%.  
 
 

 

 



             
Dynamic Option Strategy:  

For the option cycle ending on February 20th, our strategy returned 7.06%, continuing to outperform the market 
YTD.  Performance was helped by a combination of income generation through continuous writing of out-of-the-
money options, keeping all options from getting assigned, and maintaining a 50% equity exposure in the broad 
market in order to strategically participate in the market's upside following Europe's announcement of QE.  We've 
adjusted the equity exposure going into the final stretch of the 1st quarter by reducing the broad market exposure, 
increasing the exposure into the information technology and biotech sectors, and keeping total equity exposure of 
the strategy at roughly the same level.  Meanwhile, the strategy is continuing to hold its options portfolio in 100% 
out-of-the-money shorter-term duration options across high quality mid-to-large cap companies which will 
continue to generate consistent income for the strategy. 
 
Core Portfolio:  
In February, our Core portfolio returned 4.04%.  The best performing positions for the month in this strategy 
included EBay Inc. (EBAY) with a return of 9.26% and Qualcomm Inc. (QCOM) contributed 16.09%.  Apple Inc. 
(AAPL) also performed well with a return of 9.64%.  EBay’s stock jumped up as it released revised earnings reports 
for the 4th quarter of 2014 that reflected a profitability of $46 Million as it had an $87 Million reduction in income 
tax expense.  Qualcomm pushed ahead this month as the company announced exciting developments for the 
technology used in chips such as octa-core CPUs in the upcoming Snapdragon 425 and 415 as well as 4K video 
recording and playback appearing in the new  Snapdragon 620 and 618 chips.  The 415 chips will start appearing in 
phones during the first half of the year.  Apple continued to dominate as previous earnings reports, news of an 
Apple car, and further anticipation of the Apple watch propelled the stock.  
 
Equity Opportunity Strategy: 

The Equity Opportunity portfolio returned 4.10% this month.  Performing well was the PS Pharma ETF (PJP) with a 
return of 8.07%.  Some of the larger names in the portfolio had positive returns for the month with Hormel Foods 
Corp. (HRL) returning 14.23%, Walt Disney (DIS) returning 14.42%, and American International Group (AIG) 
returning 13.22%.  Hormel stock rose due to impressive record 1st quarter earnings with revenue rising 7% over the 
previous year at $2.4 Billion.  Walt Disney has beat analyst expectations over the last 5 quarters while its 
competitors have struggled to maintain earnings momentum.  This has to do with Disney’s intellectual property 
and its ability to monetize its brands across the company’s businesses. 1st quarter results beat analyst expectations 
with earnings per share of $1.27 ahead of the $1.04 estimate.  American Insurance group propelled this month as 
its revenues topped those of its main competitors.  
 
Tactical ETF Strategy:  
The strategy returned 3.23% in February, performing positively.  Our ETF portfolio was weighted toward US Equity 
ETFs comprising over 75% of the portfolio while fixed income was allocated at 14%.  Furthermore, this strategy 
included about 20% in the SPY.  The majority of the portfolio was invested in diversified large-cap, small-cap, and 
dividend paying ETFs.  Top performers included the Vanguard Extended MKT ETF (VXF) returning 6.08% and the 
Vanguard Small-Cap Growth ETF returning 5.97%. 
   
Alternative Sector Rotation Model: 

Investing in one alternative asset class at any given time, for February we rotated into IShares Silver TR (SLV), and 
the strategy posted a return of -3.80% for the month.  The global slowdown triggered fear in investors as 
confidence in commodities went down and Silver followed. 
 

 
 
 
 
 



             
As always, we welcome you to reach out to us anytime to discuss your portfolio.  
 

    
 
Fariba Ronnasi, Principal 
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