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As a part of our never ending 
pursuit of building a premier 
wealth management firm, we 
start with the very best people. 
Today I am glad to announce the 
addition of Worth Wray to the 
STA family. 
Worth is now the Chief Economist and Global Macro 
Strategist for STA Wealth Management. He is a 
member of the firm’s investment committee, a 
regular guest on the STA Money Hour radio show, and 
contributor to the firm’s weekly newsletter.

His 2015 book on “China (A Great Leap Forward?)”, 
co-written with John Mauldin was a bestseller on 
Amazon, reaching as high as #1 on the Investment & 
International Economics lists and #4 on the overall 
Business list.

Previously, Worth served as the Chief Strategist 
at Mauldin Economics (an online economic and 
investment research firm with over 1 million weekly 
readers), as the Chief Economist at Evergreen GaveKal 
(a $1.5 billion West Coast investment firm with ties 
to one of the leading research teams in Asia), and as 
the Portfolio Strategist at Salient (an $18 billion Texas 
asset management firm). 

A native of Baton Rouge, Worth earned his 
undergraduate degree in Economics with a minor in 
Modern Chinese Commerce and Culture from Louisiana 
State University and completed the Mandarin Chinese 
Short Term Program at Fudan University in Shanghai, 
The People’s Republic of China.

Worth lives in Houston with his wife and South Texas 
sweetheart, Adrienne.

18 More Days
The new home for the STA Money Hour is on KPRC AM 
950. Beginning, Monday, April 4th STA Money Hour will 
air daily from 12-1PM Monday through Friday. You will 
now have access to stream STA Money Hour from your 
smart phone by downloading the iHeartRADIO App.  Our 
new station allows us to reach far more listeners, and 
Mike and I look forward to helping even more investors 
make smart decisions with their money. 

We will be discussing markets, far-reaching policy 
decisions by U.S. and international governments, and 
investment opportunities across business sectors 
and around the world. We will also cover the most 
important topics around wealth accumulation and 
retirement.  Simply, the show will be about you and 
your money. 

Week in Review
In last weeks’ report, I mentioned in the following:

“This form of fear mongering may be a good sign 
for the market. Our intermediate term indicators 
remain positive overall but some of our most accurate 
indicators still suggest caution. We wouldn’t get 
too carried away by the rally. Still, the lack of bullish 
sentiment suggests the rally may have some legs and 
we would allow equity positions to grow. We would also 
continue do some limited buying where appropriate.”

Again, stocks moved higher during the week, with the 
Dow Industrials up about 1.3%, slightly more than 
the S&P 500 Index. Small capitalization securities 
generally lagged for the week. It has been a difficult 
year. The Dow remains slightly down year-to-date. 

The trade-weighted U.S. dollar weakened by a small 
extent. This might be reaction to the European Central 
Banks (ECB) newly announced stimulus efforts. 
Apparently Europeans are joining the Chinese in 
depreciating their currency, lowering interest rates, 
and even encouraging banks to expand loans. 

Many professionals believe the economy is growing 
adequately. But a strong dollar over the last few 
years continues to create trade problems. It seems 
S&P 500 stocks are reporting lagging earnings and 
unfortunately sales are following suit. 

The strong rally of recent weeks served to improve 
optimism among investors, but not to the extent 
of suggesting lowering equity levels. The pattern of 
American stocks following China’s markets remains a 
concern. Still, the lack of bullish sentiment suggests 
the rally may have legs. We would allow equity 
positions to grow and may do some limited buying 
where appropriate. I would note that our analysis does 
not suggest we are entering a new bull market. We 
will keep a cautious eye on risk levels. We favor value 
securities with strong earnings which have displayed 
favorable relative strength and leadership in 2016. 

WEEK IN REVIEW Houston’s Layoff Survival Guide Webinar
Thursday, March 24th at 11am

Click Here to Register Now

http://www.amazon.com/Great-Leap-Forward-Technological-Transformation-ebook/dp/B00ZAKBDBA/ref=sr_1_1?ie=UTF8&qid=1458225092&sr=8-1&keywords=a+great+leap+forward+john+mauldin
https://cc.callinfo.com/cc/s/registrations/new?cid=1tvs431ge36g4


The European Central Bank 
is going further into negative 
territory and engaging in more 
quantitative easing
In last week’s report, I wrote a section entitled, “Impact 
of Negative Interest Rates”, and last week we heard 
from the European Central Bank that they were going 
further into negative territory and engaging in more 
quantitative easing.

One can certainly be forgiven for being confused over 
the market reaction to the European Central Bank 
(ECB) last week. 

ECB President Mario Draghi could hardly be accused 
of under-delivering this time; but still, the European 
STOXX 600 equity index closed with a 1.7% loss and 
10-year German government bund yields increased six 
basis points – a case of “risk off” with the first metric 
and “risk on” with the second one.  

What was especially interesting was the 1.7% jump in 
the euro. If the ECB wanted to do more to weaken their 
currency, it could have done so but chose not to.  

Then there was expanded asset purchase program 
(now with an 80 billion monthly pace of purchases, up 
from 60 billion) involved investment-grade corporate 
bonds.  The fact that the ECB does so much heavy-
lifting and yet its forecast still does not have inflation 
hitting its target of 2% by the end of 2018 (only 1.6% 
by then) could be seen as a disappointment.  

The European Central Bank moved aggressively 
and the actions are aimed at helping the Banks and 
bolstering private sector credit creation.  From the 
response of the markets and economies thus far, the 
reaction to negative interest rate policy has been 
thumbs down.

What happened to the Recession?
What happened to recession so many were calling 
for?  The recession is coming in 2016 crowd.  The fear 
mongering crowd.  Well, it has been weeks since we 
have heard about the rising recession risks from the 
“economists” that have predicted the 2016 recession.  

What has offered us some constructive data to 
doubt on an impending 2016 recession has been the 
American consumer.  Consumer spending and housing 

account for roughly three-quarters of total GDP; for 
some context, manufacturing and mining, oil & gas 
jointly account for 14% of total output.

If you are still not convinced that the American 
consumer is positioned to make a bigger contribution 
to overall economic growth, I can provide another 
thesis; the improvement of household balance sheets.

The U.S. Flow of Funds data produced by the Federal 
Reserve shows that aggregate household net worth in 
the U.S. hit an all-time high of $86.8 trillion the fourth-
quarter of 2015, a gain of $1.6 trillion over the previous 
quarter – wealth has hit record highs on an inflation – 
or population – adjusted basis.  

Clearly, a key factor that has driven the turnaround 
in household financial position (relative to the 
recessionary lows net worth plunged $13 trillion 
from Q3 2007 to Q1 2009 as the U.S. housing market 
crashed; it has since increased by $32.2 trillion) has 
been the strength of the asset side of the balance 
sheet.

In other words, unlike what we saw in the pre-crisis 
credit boom days, the gains on the asset side of the 
ledger has effectively come in the absence of leverage 
– these gains translated directly into wealth and are 
coming with comparably less risk than was the case in 
the credit-fueled run-up in the mid-2000s.

Also, a big reason that consumer spending has been 
restrained so far this cycle is the fact that households 
had to undergo such substantial balance sheet repair 
in order to recoup the hit they experienced during the 
housing market crash. It was not until Q3 2012 that 
consumer balance sheets were back to pre-crisis levels 
in absolute terms and on an average per household 
basis, the previous peak was captured in Q1 2013.

The U.S. economy is not doing great but recession 
pressures are ebbing and don’t look now, but second-
half earnings just might turn up.

Be sure, we will get another recession. Just not this 
year. So for now…still waiting.

THOUGHTS ON EUROPEAN CENTRAL BANKS



Percent of NYSE Stocks Above 50-Day Average 
Reaches Two-Year High...
I included the chart below in last weeks report, and 
have updated it for this week. The debate continues as 
to whether or not the stock market faces the likelihood 
of another major leg down. I recently showed the 
NYSE percent of stocks above their 50-day moving 
average moving up to test its fourth quarter high 
just below 75%. The chart below shows the blue line 
having broken that previous chart barrier to exceed 
80%. That’s the highest level since June 2014 which is 
nearly two years ago. Readings over 80% often indicate 
a short-term overbought condition. The good news, 
however, is that kind of strength is unusual during a 
bear market. 

NYSE Percent of Stocks Above 200 Day Moving 
Average Tests Fourth Quarter High
I included the chart below last week as well, but I 
believe it is worth including again. The red line in the 
next chart shows the NYSE percent of stocks above 
their 200-day moving average. The good news is that 
the red line bottomed in January near 15% which was a 
successful retest of its August low from last summer. 
It is now in the process of testing its November peak at 
41%. A move above that level would be a positive sign 
for the market. An eventual move above 50% would be 
even more positive by signaling that more NYSE stocks 
are in uptrends than downtrends. It has backed off its 
November high which reflects some short-term selling. 
It’s overall pattern, however, suggests a market that is 
trying to find a bottom.

THE MARKETS

Some History
The chart below shows the percentage of NYSE stocks 
above their 200-line since 2002. Drops below 20% 
have happened only four times since 2000 (red circles). 
The previous three upturns from those levels marked 
the end of two bear markets (early 2003 and 2009) 
and a correction in late 2011. Subsequent moves back 
above the 50% level (green line) helped to confirm a 
market upturn. 

S&P 500 SPDRS Stay Above 200-Day Line 

Stocks are extending their recent rally. The chart 
below shows the S&P 500 SPDRS (SPY) continuing to 
gain more ground after recently clearing its 200-day 
average. Also encouraging are the gains in consumer 
discretionary, technology, and industrials shares which 
are also above their 200-day lines.



No Surprise Here!
The Federal Reserve officials dimmed their view of the 
economy and said they likely won’t raise interest rates 
as swiftly as they had previously anticipated, a nod to 
lingering risks posed by soft global growth and financial 
market volatility.  Previous estimates of three or four 
possible hikes were lowered to two.

“Caution is appropriate,” Fed Chairwoman Janet Yellen 
said at a press conference after the rate decision was 
announced, summing up her approach in handling a 
vulnerable economy, weak global growth and a central 
bank with few tools to respond if new threats derail the 
expansion.

The Fed did leave rates unchanged as expected. Stocks 
liked the news of less tightening. The chart below 
shows the 5-Year Treasury Yield falling sharply from its 
200-day average. 

The chart of the Treasury Inflation Protection Bond 
iShares (TIP) moved higher on the Fed’s comments. 
That’s the result higher inflation expectations from a 
lower dollar and higher commodity prices.

FED SCALES BACK RATE HIKES FOR 2016



The Sector Relative Rotation Model shows what sectors of the S&P 500 are strengthening and what 
sectors are weakening relative to the index. In other words, what is driving returns versus detracting from 
them.

The chart below (updated through March 16, 2016) indicates relative strength (relative to the S&P 
500 Index).  Consumer Staples, Utilities and Industrials are leading relative to the S&P 500. Financials, 
Healthcare, Consumer Discretion and Small Cap stocks have lagged. Technology indicates weakening, and 
Energy improvement in the model.  Keep in mind while this model is helpful to analyze sector strength in 
the S&P 500, it is one tool and should be used with a comprehensive investment discipline. 

 

 

Note: There are four quadrants on the chart:

• Leading (Green) – strong relative strength and strong momentum

• Weakening (Yellow) – strong relative strength but weakening momentum

• Lagging (Red) – weak relative strength and weak momentum

• Improving (Blue) – weak relative strength but improving moment

SECTOR RELATIVE ROTATION MODEL

Sector Relative Rotation Model



REMINDER

Houston’s Layoff Survival Guide Webinar
Thursday, March 24th at 11am

Click Here to Register Now

STA Wealth Management is proud to announce the new home for 
our Radio Program The STA Money Hour, is KPRC AM 950.
Beginning, Monday, April 4th STA Money Hour will air daily from 12-1PM Monday through Friday. You will 
now have access to stream The STA Money Hour from your smart phone by downloading the iHeartRADIO 
App.  Our new station allows us to reach far more listeners, and Mike and I look forward to helping even more 
investors make smart decisions with their money.

If you have any questions, please feel free to email me at luke@stawealth.com. Have a great week!

Luke Patterson 
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Disclaimer:

Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees 
of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or product (including 
the investments and/or investment strategies recommended or undertaken by STA Wealth Management, LLC), or any non-investment 
related content, made reference to directly or indirectly in this newsletter will be profitable, equal any corresponding indicated historical 
performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors, including changing 
market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, you should 
not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a substitute for, personalized 
investment advice from STA Wealth Management, LLC. Please remember to contact STA Wealth Management, LLC, in writing, if there are 
any changes in your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous 
recommendations and/or services. STA Wealth Management, LLC is neither a law firm nor a certified public accounting firm and no portion 
of the newsletter content should be construed as legal or accounting advice. A copy of the STA Wealth Management, LLC’s current written 
disclosure statement discussing our advisory services and fees continues to remain available upon request.
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