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The Dow Jones Industrial Average surged more than 1,200 points in March, capping off a remarkable 

rebound from what was the worst start to a year - ever.  The Dow finished the quarter + 1.49 %, with the 

S&P +.77% and the NASDAQ -2.75%.  Early in the quarter all three major indices were down over 10%. 

The closely watched 10-year Treasury bond closed the quarter with a yield of 1.77%, reflecting the dovish 

comments from the chairman of the Federal Reserve just before quarter end and a flight to safety and 

higher yields by the rest of the world.  The per barrel price of oil which had plummeted to $26, closed out 

the quarter up 50% from its mid-February low at $38.34, in one of its biggest quarterly gains on record.  

The rebound was helped by a weaker dollar and reported drawdown in inventories, as well as a very 

oversold condition for the commodity. 

The concerns that plagued the markets in 2015, have carried over into 2016, with the fear of global 

deflation, terrorism, waves of seemingly uncontrolled immigration, and slowing growth in China still leading 

the list.  Added to the list now is the uncertainty of the outcome in the upcoming election in the United 

States.  In a recent interview with Mohammed El-Erian, the Chief Economic Advisor for Allianz, El-Erian 

suggested investors “take a step back” and assess some of the unusual signals the market is sending.  

Some of those include increasingly negative yields on government debt around the world, unstable and 

unusual correlations between various market segments, and the emergence of non-traditional political 

parties globally.   

In keeping with our perspective at Crossvault, El-Erian also believes these things should be looked at 

collectively to ascertain whether the markets are trying to signal a more significant change to the traditional 

business cycle. A shift can occur when more developed markets are subjected to financial uncertainty 

caused by disruption in the global financial markets. This turmoil could lead to individuals becoming more 

risk averse in their economic activity, and lead companies to pull in spending, while central banks have 

already exhausted all the tools at their disposal such as lowering rates. 

We will continue to monitor the possibility of secular shifts in the investment landscape, while maintaining a 

disciplined approach to asset allocation and security selection.  There is often opportunity during periods of 

turmoil and we are committed, where appropriate, to capitalizing on those opportunities as they present 

themselves. 
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