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The Monthly Recap From Your Investment Team 

The major stock indexes moved higher this month as investors appeared to disregard the old adage to “sell in May 
and go away.” The S&P 500 gained 1.05% for the month of May while the DJIA and NASDAQ logged gains of 0.95% 
and 2.60%, respectively. Once again, tech stocks led the bull market's charge as companies continued to flex their 
cash-rich muscles with stock buybacks and M&A activity.  Reports that the semiconductor maker Avago 
Technologies was in talks to acquire its rival Broadcom played a large factor in instilling confidence that stocks are 
still healthy. Echoing the last trading week of April, the broader indices sold off during the last several days of May 
following weaker-than-expected economic data that had lifted stocks prior to being reported. The data showed 
investors that the U.S. economy had contracted at a 0.7% annual rate for the quarter falling far short of the original 
estimates of positive 0.2% growth. Continued concerns regarding the Fed's timeline for increasing interest rates as 
well as the weakness in Greece contributed to the late month sell-off. Volatility as measured by the CBOE VIX index 
remained relatively unchanged for the month, actually falling -4.88% to close at 13.84. 
 
Stocks in the Eurozone fell sharply to close out May as renewed fears surrounding Greece's solvency reemerged. 
Contributing to investors’ fears was the recent report that private lending activity stalled in April. It's important to 
note however that the stimulus announced by the ECB earlier this year has yet to impact the European economy 
but should correct any lending issues once its effect is felt. In the Asian markets, Japan continued to dominate with 
the Nikkei registering a 5.34% gain for the month of May – extending its record high streak. The dollar 
strengthened against the yen during May allowing the Nikkei to resume its upward momentum. Japan's first 
quarter GDP grew by 0.6% and should be further stimulated as the dollar remains relatively high against the yen. 
China's PMI registered lower than expected for April which could suggest further action by the Chinese government 
to stimulate the economy. As with Europe, the actions by the Chinese central bank have yet to fully be distributed 
into the economy so investors should take the disappointing data with a grain of salt.  
 
Commodities were quiet for May. Oil traded basically flat for the month ending at $59.93 per barrel. The stabilized 
oil price helped the market focus on corporate earnings to drive growth instead of being driven by slowdown fears 
in the energy market. Natural gas prices jumped up to $3.07 MMBtu (million British thermal units) mid-month, but 
dropped sharply down to $2.61 MMBtu to end May – down 5.12% for the month. The dollar rebounded off its 
weakness last month and rose against the euro and yen for May. The yen fell 4.10% against the dollar while the 
euro fell 2.38%. Yields fluctuated during May with the 10-year treasury reaching a high of 2.366% mid-month 
before moving lower to end at 2.128%. Short term yields ticked slightly higher in the last week of trading sending a 
signal to investors that a rate hike could be just around the corner.  
 
The negative sentiment investors had during the last week of trading in May could spill over into June as the bullish 
momentum begins to falter. Janet Yellen spoke just before Memorial Day essentially saying that the Fed will raise 
rates this year if the economic data supports it. For June, we expect to see more clarification of the Fed timeline as 
new economic data is released but remain cautious on equities to open the month. Stocks appear to be cooling off 
after a strong run up and investors should be prepared for a small correction before the bull market reemerges. 
Overall we're still maintaining cautious confidence that the stock market will generally trend higher for the year. 

 

 

 



             
Our Portfolios Recap    

Tactical Long Short Strategy: 

This strategy returned 1.23% for the month of May.  The S&P 500 sectors were fairly split in performance this 
month.  Weaknesses were seen broadly in Energy (VDE) down -5.08% along with Telecommunications (VOX) down 
-1.83%.  The best performing sector in the S&P 500 for May was Healthcare (VHT), up 5.26% due to M&A activity 
and several positive reports coming out of the drug pipeline. 
 

Dynamic Option Strategy:  

For the option cycle ending on May 15th, our strategy returned 3.02% bringing the fiscal YTD return to 9.56%, 
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.  
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 continuing to shift 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 May, our Core portfolio returned 0.77%.  Weaknesses in the portfolio came in the form of Norfolk Southern Corp 
(NSC), down -8.78%, along with Ford Motor Co. (F), down -3.99%, following their respective earnings report.  
Highlights for the month in the portfolio were United Health Group (UNH), up 7.91% and Gilead Sciences (GILD), up 
11.70%.  With the market continuing to trade in a range near it’s all-time highs, we have kept the portfolio roughly 
25% cash in order to hedge against market volatility as we slowly approach a potentially rising interest rate 
environment.  We are continuing to monitor our core portfolio names very closely and will make adjustments as 
needed. 
 
Equity Opportunity Strategy: 

The Equity Opportunity portfolio returned 2.40% this month soundly outperforming the market.  For this strategy 
we seek to identify the best mega cap companies to hold long term.  Performing well was SPDR S&P Biotech (XBI), 
returning 15.43%, and Alibaba (BABA), returning 9.88%.  Alibaba had a very weak start to the year coming down 
significantly from its post-IPO highs, however a rock-solid earnings report in the earlier part of the month almost 
catapulted it to double digit returns.  As mentioned above, we saw significant strength in the tech and biotech 
sectors.  Biotech helped along by M&A activity and the mega-cap tech companies in the portfolio continuing to do 
well following solid earnings numbers.  Very few names in the portfolio were weak for May, however, standing out 
from the biotech crowd was Amgen (AMGN) which pulled one of its drugs from its product pipeline earlier in the 
month.  Costco also trended negatively following earnings that on the surface were higher but failed to impress 
investors.   
 
Tactical ETF Strategy:  
The strategy was slightly up for the month, returning 0.61% in May.  Our ETF portfolio was continued to be split 
between small and mid-cap U.S. equities along with exposure to Europe equities and emerging markets bonds.  
Furthermore, this strategy included about 20% in the SPY.  Top performer in the portfolio was the Vanguard Small-
Cap Growth ETF (VBK), returning 2.74%.  We saw weakness in the Vanguard Long Term Corporate Bond ETF (VCLT) 
which sold off an adjusted 2.85% as investors continue to speculate on when interest rates will rise.  We should get 
further clarity on this after the Fed’s mid-June meeting which is expected to remain generally uneventful and 
continue to point towards a rate increase in the 3rd/4th quarter of this year. 
 
 
   



             
Alternative Sector Rotation Model: 

Investing in one alternative asset class at any given time, for May we rotated into the United States Oil ETF (USO) 
and the strategy posted a return of 0.50% for the month.  Our strategy invested in oil as we saw a general rebound 
in the commodity over the 2nd quarter.  For the next month the strategy has moved into Silver (SLV) as the U.S. 
Dollar weakens providing organic support for commodities prices. 
 
As always, we welcome you to reach out to us anytime to discuss your portfolio.  
 

    
 
Fariba Ronnasi, Principal 
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