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The Monthly Recap From Your Investment Team 

After a strong showing last month, the markets retracted back in March renewing investor fears of an economic 
slowdown and causing them to look to the future with trepidation. The S&P 500 ended the month down -1.74% 
after dropping as much as -3.07% in mid-March. Poor economic data continued to pour in for March while 
international markets fared much better. A strong dollar and depressed oil prices remained a concern for investors 
although core inflation data for February increased slightly putting it at +1.7% year-over-year. The Fed also 
removed the word “patient” from its carefully followed FOMC statement indicating that a rate hike is most likely on 
track for this summer. Volatility returned to the markets for March with the VIX jumping +14.62% reaching a high 
of 17.19 before closing the month out at 15.29. 
 
Overseas markets did well again in March. Deflation in Europe slowed down giving investors hope that the ECB 
stimulus package was working as planned. Greece became a negative factor again as solid reforms have yet to be 
made. The country is expected to run out of money late next month and could plunge a delicate Eurozone 
economy back into a recession, although agreements with creditors are expected to take place before Greece 
reaches a critical tipping point. The Nikkei inched up towards near 20,000 this month but retracted in the last week 
mostly on profit-taking – it's expected to be back in an uptrend for April. The Chinese markets performed well for 
the month as better-than-expected PMI data surprised investors although more government easing is expected to 
take place to prevent further slowdowns in growth. 
 
Oil continued to struggle for March as prices trended slightly lower to the mid-$40 range closing out the month at 
$47.60 per barrel. Increased volatility surrounding an Iran crude oil deal threatened to take oil even lower for April. 
Natural gas trended lower all month on warm weather finally closing at $2.64 MMBtu (million British thermal 
units). Gold prices slipped -2.46% in March as the U.S. dollar remained strong but could track higher next month as 
the dollar begins to show signs of weakness. Despite the dollar's tenuous reign, the Euro fell further against it this 
month with parity close in sight as the Euro/USD spot rate ended at $1.07. The Fed piqued investors’ attention in 
March with the decision to remove the word “patient” from its statements. An interest rate hike of at least 0.10% 
is expected by this summer – less than originally expected causing the yield on the 10-year to fall slightly from last 
month down to 1.93%. 
 
April looks to be another rocky month for equities as oil remains volatile and the economy struggles to grow. 
Foreign markets should continue to do well as stocks still look undervalued relative to domestic ones and upbeat 
economic data supports further growth. The U.S. dollar could see a pullback in April as the economy struggles 
although we still view commodities with caution. We look to April as a volatile one for markets with a close eye on 
whether the uptrend in inflation will continue as well as watching for further indicators of when the Fed will act on 
its rate hike. 
 

Our Portfolios Recap    

Tactical Long Short Strategy: 

This strategy moved in line with the S&P 500 as it returned -1.49% for the month of March as the month showed 
continued volatility and the S&P 500 returned -1.57%.  Most sectors in the S&P 500 performed poorly this month 
with the bottom 3 performing sectors being Materials (XLB) with a return of -4.91%, Technology (XLK) with a return 
of -3.43%, and Industrial (XLI) with a return of -2.55%.  The best performing sector in the S&P 500 for March was 
Healthcare (XLV) with a return of +0.64%. 
 



             
 

Dynamic Option Strategy:  

For the option cycle ending on March 20th, our strategy returned +1.17% bringing the fiscal YTD return to +5.46%, 
continuing to solidly 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 entering into the 2nd quarter by 
reducing the broad market exposure, increasing the exposure into the banking sector and a very small allocation to 
the highly anticipated GoDaddy IPO, while 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.  We’re also slowly shifting the total options exposure from single equity stocks to broad market indices to 
add greater stability to the options component of the portfolio. 
 
Core Portfolio:  
In March, our Core portfolio returned -1.50%, slightly outperforming the market.  The best performing positions for 
the month in this strategy included United Health Group (UNH) with a return of +4.43% and Facebook Inc. (FB) with 
a return of +4.12%.  United Health Group blossomed on data that the uninsured rate in the US dropped to the 
lowest rate since 2009 and reforms like the Affordable Care Act led to increased profitability expectations for 2015.  
Facebook announced it would offer a payment service for its messenger application and investors responded with 
confidence.  
 
Equity Opportunity Strategy: 

The Equity Opportunity portfolio returned -0.60% this month, outperforming the market.  Performing well was 
Kroger (KR) returning +8.02% and Nike Inc. (NKE) with a return of +3.31%.  Kroger has garnered investors’ attention 
as quarterly dividends have been announced by the board of directors and lower gasoline prices sided with 
Kroger’s gas stations have enabled Kroger to have competitive advantages over other retailers.  Nike’s returns 
soared as reports were released in late February that Nike increased net income +16% to $791 million or 89 cents 
per share, beating analysts’ expectations. 
 
Tactical ETF Strategy:  
The strategy returned -0.80% in March, outperforming the S&P 500.  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 +1.30% 
and the Vanguard L-T Corporate Bond ETF (VLT) returning +0.18%. 
   
Alternative Sector Rotation Model: 

Investing in one alternative asset class at any given time, for March we rotated into PowerShares DB Commodity 
Tracking ETF (DBC) and the strategy posted a return of -4.70% for the month.  The global slowdown triggered fear 
in investors as confidence in commodities went down. 
 
 
 
 
 
 
 
 
 



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

    
 
Fariba Ronnasi, Principal 
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