
 
 
 
Happy New Year! As we reflect on a challenging 2015, we look forward to the new opportunities 
that 2016 will bring.    
 
2015 Recap  
 
After three consecutive years of positive returns, 2015 began on an up note with stocks finishing the 
first six months in positive territory. However, fortunes turned south in the second half of the year 
due mainly to concerns over China’s economic slowdown and  uncertainty around the timing of the 
Federal Reserve’s first rate hike in nine years. A rough third quarter, followed by a better but still 
mediocre fourth quarter, led to the weakest annual returns for stocks since the current bull market 
began in March 2009.      
 
The Dow and the S&P 500 finished 2015 up 0.2% and 1.4%, respectively – the slightly positive 
returns due entirely to dividends. Every other area of the stock market was down on the year. Small 
company stocks lost 4.4%, developed international stocks fell 0.8%, and emerging market stocks 
fared the worst – down 14.9% for the year. 
 
Bond returns were lackluster as well. Interest rates bounced around during the year in anticipation of 
the Fed’s move but essentially ended the year where they started. The 10-year Treasury yield finished 
2015 only 0.11% higher than where it began the year. The Barclays U.S. Aggregate Bond Index, 
which consists mainly of government bonds, finished up 0.6%. However, lower quality bonds (which 
behave more similar to stocks) and bonds outside the U.S. (which were impacted by a stronger U.S. 
dollar) posted negative returns.      
 
2015 was a year in which diversification outside of large U.S. growth stocks didn’t help returns. In 
fact, the annual return for the S&P 500 was driven almost entirely by four stocks – Facebook, 
Amazon, Netflix, and Google. The index would have been down several percent on the year absent 
those companies. Exposure to value-oriented companies, profitable companies, and small companies 
detracted from returns. These areas of the market have outperformed the S&P 500 considerably over 
time but did not do so in 2015. The strengthening of the U.S. dollar hurt returns for international 
stocks and bonds – especially those of emerging market countries.    
 
2016 Outlook 
 
As 2016 begins, it’s natural for investors to be wary. We are almost seven years into the current bull 
market. Rising interest rates at home and slowing economic growth abroad will likely weigh on the 
market going forward. There are several factors to consider that could shape returns in 2016.          
 

• Oil prices. After falling 46% in 2014, the price of oil fell another 30% in 2015. Cheap oil 
can provide economic stimulus as it leaves more money in consumers’ pockets to spend on 
other things.   

• Interest rates. After months of anticipation, the Fed raised rates for the first time since 
2006. The market reacted little to the move as it was widely expected. Further rate increases 
are predicted for 2016. If the Fed avoids surprises, investors should be able to absorb these 
hikes as well. On the flipside, outside the U.S. interest rates are on the decline. Europe, 
Japan, and China are engaging in quantitative easing, which should help boost those 

 



economies. Furthermore, there are signs that the money supply in the U.S. is loosening up as 
well, after years of cash being hoarded on corporate balance sheets and as bank reserves. 
Money is fuel for the economy and the faster it flows, the better the economy performs.   

• China. The slowdown in China’s economy was arguably the biggest contributor to poor 
stock market returns in 2015 – especially in emerging markets. China’s shift from a 
commodity-driven to a consumer-driven economy put an incredible strain on other emerging 
market countries which export raw materials to China. However, the growing Chinese 
middle class should increase demand for consumer goods which will benefit multi-national 
companies in the U.S. and around the world. For example, in 2009 China accounted for 2% 
of Apple’s revenue. In 2015, it was 25%!                       

• Presidential election. 2016 is an election year and while much will be said and written 
about the election’s potential impact on the markets, the reality is politics play a very small 
role when it comes to stock and bond returns.   
 

Following a year in which diversification outside of large U.S. stocks and core U.S. bonds failed to 
help returns, it’s natural to ask whether a change in investment strategy is warranted. While we don’t 
know for sure whether 2016 will be another year in which value-oriented companies, profitable 
companies, small companies, and investments outside the U.S. will lag again, the statistical 
likelihood is they won’t. There is overwhelming data that supports the notion that having these 
exposures in a portfolio do provide material benefits over time – although not in every year. A critical 
aspect in building long-term wealth is to resist the temptation to chase performance or to time the 
market. That said, we are always reviewing our investment strategy and looking for ways to improve 
returns.                
 
The beginning of each year is an excellent time to review the overall stock and bond mix in your 
portfolio. The most effective way to manage risk and return is through your overall stock/bond 
allocation.  
 
Firm Update 
 
We want to express our gratitude to the many of our clients who referred friends and family to us this 
past year. Expanding our business allows us the resources to serve our clients better and to promote 
BDF team members into positions of greater responsibility. We would like to take this opportunity to 
share with you exciting news as 2015 saw a number of promotions at the firm. Kristina Caragiulo, 
Arthur Dinverno, Quinn Jones, and Sean Knoerzer were promoted to Senior Planner; Stephen 
Kawasaki was promoted to Advisor; Neil Teubel was promoted to Senior Advisor; and Anthony 
Dinverno and Casey Shaw were promoted to Wealth Manager.  
 
We are especially excited to announce that Susan Korin became an owner of the firm. Susan has 
been with BDF for over four years and has contributed immeasurably to the growth and management 
of the firm as Chief Operating Officer and Chief Compliance Officer.  
 
Congratulations to Kristina, Arthur, Quinn, Sean, Stephen, Neil, Anthony, Casey, and Susan on their 
achievements! 
 
We appreciate the trust and confidence our clients have in us and sincerely thank them for the 
continued opportunity to work with them. If you have any questions regarding your portfolio or 
any other financial planning issues, we encourage you to contact BDF if we can help in any way. 
Best wishes for a healthy and prosperous 2016 for you and your family!  



 
Sincerely, 

 
Balasa Dinverno Foltz LLC 
 

MR/jia 
Enclosures 
 

 

 

 

 

 

 

 

 

 
Past performance may not be indicative of future results.  Different types of investments involve varying degrees of risk.  Future performance of any investment or wealth 
management strategy, including those recommended by Balasa Dinverno Foltz LLC (BDF), may not be profitable, suitable for you, prove successful or equal historical 
indices.  Historical indices do not reflect the deduction of transaction, custodial or investment management fees, which would diminish results.  Any historical index 
performance figures are for comparison purposes only and client account holdings will not directly correspond to any such data.  BDF clients must, in writing, advise BDF of 
personal, financial or investment objective changes and any restrictions desired on BDF’s services so that BDF may re-evaluate its previous recommendations and adjust its 
investment advisory services.  BDF’s current written disclosure statement discussing advisory services and fees is available for review at www.BDFLLC.com or upon request. 
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