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May 1, 2015 
 
Dear Client, 
 
As 2015 kicked off, the U.S. economy continued to make progress during the first quarter despite some unique 
headwinds.  West Coast dockworkers were on strike during part of the quarter, which impacted supply chains 
and led to the largest backlog of ships waiting to be unloaded at the two busiest U.S. seaports in a decade.1  In a 
repeat of the first quarter of 2014, severe winter weather in many parts of the U.S. also took a toll on economic 
progress.  Despite these factors, the U.S. economy enjoyed ongoing growth in the first quarter, buoyed in 
particular by strength in the job market. 

 
Job Market Improvement 
 
Payroll additions were solid overall during the first quarter, but March data disappointed.  February marked the 
12th consecutive month that non-farm payroll additions were at the 200,000 or greater mark, putting the U.S. 
jobless rate at 5.5%.  The last time there was a run this long was a period of 19 consecutive months that ended 
in 1995.2   However, March payroll gains were only 126,000 additions, just above half of the expected gain and 
thereby breaking this impressive streak. 
 

1. Source:  Bloomberg, “Manufacturing in U.S. Expands at Slowest Pace in a Year” 

2. Source:  Bloomberg, “Payrolls Climb More Than Forecast, U.S . Jobless Rate 5.5%” 
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Federal Funds Rate Hike  
 
The new Fed Chairwoman, Janet Yellen, has given clear indications that the first increase in the Federal Funds 
rate will happen, but is dependent on the two mandates of the Federal Reserve.  The first mandate is price 
stability, and the current level of inflation remains well below its 2% inflation target.  The second mandate is 
full employment, which appears to be on a more positive trajectory. However, March’s job market data was 
disappointing and there is still room for improvement in the labor market.  Interestingly, the central tendency 
range of Fed policymakers for the unemployment rate was recently lowered to be between 5.0% and 5.2% for 
2015.3  With the March unemployment rate unchanged at 5.5%, this would again argue for patience when it 
comes to a rate hike.  More importantly than when the first rate hike occurs will be the pace of subsequent 
tightening.  The general consensus is that it will be very gradual once the Fed starts down this path.  From a 
capital market perspective the table below shows that a rate hike is not necessarily a precursor to stock and bond 
weakness.  If anything, bond returns have tended to struggle in the months before a rate hike, but have 
historically recovered in the following months.  As always, historical patterns do not necessarily repeat 
themselves.4 

 

Median Performance of Selected Bond Sectors Before and After Initial Fed Rate Hikes Since 1980 
Sector Index 3 Months Before 3 Months After 6 Months After 9 Months After 12 Months After 
U.S. Aggregate -1.82 2.54 4.18 3.68 6.80 

Treasury’s -1.13 2.62 3.74 3.73 7.06 
Mortgage Backed -1.13 2.37 3.90 3.78 6.14 
Investment Grade -3.32 2.90 5.66 4.47 8.16 

High Yield -0.31 0.95 7.99 9.02 11.49 
Emerging Markets -0.17 4.56 12.75 11.93 18.07 
 
PERS Update 
 
The PERS Board announced the 2014 earnings for PERS members at its March 30, 2015 meeting as follows: 
 
Tier One Member Regular 7.75%  Tier Two Member Regular 7.24% 
Individual Account Program 7.05%  Variable    4.29% 
 
Make sure to talk with us if you haven’t seen a recent estimate and would like some help with creating those. 
 
 
 
 
 
Thank you for the trust you have placed in us and we will continue to work hard to navigate the challenges and 
opportunities on your behalf.  We look forward to discussing your evolving financial goals, as well as reviewing 
the mixture of asset allocation approaches within your portfolio, as we seek to keep your investment plan 
aligned with your needs. 
 
Sincerely, 

 
Suzanne K. Brazier      Kadi F Hinz  
Financial Planner*, ChFC, CASL, CLU  Financial Planner*, MSFA  
 
3. Source: Economic Projections of Federal Reserve Board Members and Federal Reserve Bank Presidents, March 2015 
4. Source: Ned Davis Research Group 

Please visit our website at www.oregonplanners.com to view newly added content including a 
great article by Forbes that talks about why the S&P 500 or the Dow Jones shouldn’t be an 
investor’s gauge for the success of their portfolios.  Enjoy!! 
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