
Did you know? 

 

 

 

DID YOU KNOW THE S&P 500 MAY DELIVER THE FIRST NEGATIVE QUARTERLY EARNINGS GROWTH IN NEARLY THREE YEARS? 

Through April, approximately 80% of the S&P 500 companies have reported first quarter earnings. Because of the strong dollar, 
weather, and negative earnings in the energy, materials, utilities, and industrials sectors, the S&P 500 is tracking at a negative 2-4% 
revenue growth pace, along with negative 1% earnings growth.  The last time the S&P 500 delivered negative earnings growth was 
the third quarter of 2012.  Earnings estimates for the full year 2015 are now in the $124-125 area, equating to a S&P 500 P/E of 
over 17 – above the long-term average. 
 

DID YOU KNOW FOREIGN EQUITIES ARE GENERALLY OUTPERFORMING THE U.S. AFTER SIX YEARS OF UNDERPERFORMANCE? 

Although U.S. stocks outperformed the rest-of-the-world from 2009-2014, foreign stocks dramatically outperformed the U.S. for 

the first four months of the year.  This is consistent with our 2014 year-end theme that the combination of easy monetary policy, 

zero percent interest rates, weak currency, and inexpensive valuations equate to better relative price upside in foreign equities 

versus the U.S. Our overweights continue to be China and Germany.  

 

DID YOU KNOW OPCM CONTINUES TO SEE VERY LITTLE INFLATION PRESSURE OUTSIDE OF WAGES STARTING TO RISE? 

Unlike traditional inflation metrics, OPCM prefers to analyze readings such as the Personal Consumption Expenditures (less depend-
ence on housing rents in the reading), core PPI (signs of early inflation), and the velocity of money (whether dollars are changing 
hands).  Wages are beginning to rise, but we do not consider the trend to be significant at this point. 
 

DID YOU KNOW U.S. REITs HAVE A NEGATIVE RETURN FOR 2015? 

Within the real estate asset class, we prefer commercial real estate and homebuilding related companies versus the consensus 
thinking to overweight REITs.  We feel REITs presently offer high valuations, low cap rates, and low yields versus their risk level.  
This is a combination we do not prefer in any asset class.  While commercial real estate companies and foreign real estate          
companies have performed well in 2015 thus far, domestic REITs have posted a negative return in 2015. 
 

DID YOU KNOW THE DOLLAR’S APPRECIATION OVER THE LAST YEAR IS THE LARGEST MOVE IN OVER A DECADE? 

During the past nine months, the dollar has appreciated over 20% versus a basket of other currencies.  This move is significant 
when you consider the dollar traded in a 20% band over the last decade.  We generally believe the dollar’s trajectory will continue 
to be higher as our monetary policy tightens prior to nearly the rest of the world. 
 

DID YOU KNOW THE YIELD CURVE HAS MODERATELY FLATTENED OVER THE LAST YEAR? 

Exactly a year ago, the yield difference between the 10-year U.S. Treasury and the 2-year U.S. Treasury was about 2.25%.  Today 
that difference has flattened to 1.45%, mainly due to longer term rates falling.  Although this does not typically warn of a recession, 
it can indicate a future slowing in the overall growth rate of the economy.  Recession warnings are usually seen when the yield 
curve actually inverts. 
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The opinions expressed herein are strictly those of Osborne Partners Capital Management, LLC (“OPCM”) as of the date of the material and is subject to change. None of the 
data presented herein constitutes a recommendation or solicitation to invest in any particular investment strategy and should not be relied upon in making an investment 
decision. There is no guarantee that the investment strategies presented herein will work under all market conditions and investors should evaluate their ability to invest for 
the long-term. Each investor should select asset classes for investment based on his/her own goals, time horizon and risk tolerance. The information contained in this report is 
for informational purposes only and should not be deemed investment advice. Although information has been obtained from and is based upon sources OPCM believes to be 
reliable, we do not guarantee its accuracy and the information may be incomplete or condensed. Past performance is not indicative of future results. Inherent in any          
investment is the possibility of loss.  


