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Markets Update: A Year in Review 2015 YEAR IN REVIEW

2015 provided another example of how dynamic and 
rapidly changing our world is. Significant events included 
the highest job growth since 1999, two downgrades to 
the global economy, the Federal Reserve raising interest 
rates for the first time since 2006, Russia getting directly 
involved in the Syrian conflict, which pushed the immigrant 
crisis to levels not seen since WWII, and a dramatic rise 
and fall of the Chinese stock market. Despite all these 
events, 2015 provided quite unremarkable investment 
returns. US markets were slightly up, European markets 
slightly down, global real estate and global bonds slightly 
up and emerging markets down double digits. Volatility 
is back as markets try to digest the impact of these events 
and we expect that to continue through 2016. 

BONDS

The US Federal Reserve finally increased interest rates in 
December. It has been a long time coming and the overall 
reaction in the bond market was muted, which is not 
surprising since this single event, and the anticipation of it, 
has been the dominant force in the market for many years. 
As expected, bond yields did inch up higher in 2015. 
Benchmark 10 year US Treasury bonds began the year 
paying 2.12% and ended the year with a yield of 2.27%. 
Despite the much anticipated volatility many feared rising 
rates might have caused, short and intermediate term high 
quality bonds proved their worth by remaining relatively 

stable. In contrast to the US, central banks in the developed 
world continued to keep rates low. For the year, short term 
(1-5 year) US bonds earned 1.05%, the broad US bond 
market returned 0.55% and global bonds earned 1.02%.

STOCKS

In the fourth quarter, global equities reversed much of what 
was lost in Q3. Even with the positive performance over the 
last three months, the rally that took place in equity markets 
around the world beginning in 2009 lost its momentum 
in 2015. Earnings growth weakened domestically and 
continued to move in the wrong direction in international 
developed and emerging markets, which weighed on 
prices. US stocks ended the year up 0.48%, international 
developed stocks lost 2.60% and emerging market stocks 
fared the worst, posting a 14.60% drop. Value companies 
continued to underperform the broader market around 
the world while small companies lagged in the US but 
managed to outperform international markets. US real 
estate investment trusts (REITs) earned 2.54% while their 
international counterparts lost 2.77%. 

ECONOMY

The common wisdom is that the Fed increased interest rates 
because they have enough confidence in the strength of 
the US economy. It may also be interpreted as a cautious 
move. Prior to the recent increase, the Fed’s ability to react 

to a future recession was limited. They now have more 
room to maneuver if required to do so. US data supports 
both points of view. GDP growth remained positive, the 
jobs picture continued to improve and inflation is under 
control. At the same time, there was some weakness in the 
housing market over the last few months, manufacturing is 
softening and inventory levels are dropping (which can be 
a leading indicator of economic weakness). In any case, 
with rates above zero, the economy will truly need to stand 
on its own. In Europe, the economic recovery continues to 
stay on track after renewed commitments from the European 
Central Bank to maintain a “whatever it takes” stance to 
support the recovery. The Japanese economy faces similar 
circumstances to Europe. Supportive monetary policy 
and guidance by Japanese officials helped GDP growth 
recover after a negative report in the first quarter of 2015. 
In emerging markets, the drop in commodity prices has 
been devastating for many economies that rely on natural 
resource exports. At the same time, the increase in US 
interest rates also rattled the developing world. The cheap 
money created by low rates in the US flowed into emerging 
markets and these funds are now reversing course, starving 
many economies of capital. We are a long way from the 
final judgement on the efficacy of the unprecedented central 
banks policies in place since the financial crisis of 2007-
2008, but we are finally nearing the beginning of the end.
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Timeline of Events

MSCI All Country World Index with selected headlines from past 12 months
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Strongest Since 1999”  

“Japan Shares Hit
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“Strong Dollar Hammers Profits
at US Multinationals”     

“Nasdaq Composite, S&P 500
Close at New Highs”    

“Home Building
Surges to Best
Pace since 2007”     “Fed Flags Slow Pace

for Rate Hikes”  

“Iran, World Powers
Reach Nuclear Deal”   

“US Oil Prices
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“Russia Begins Air Strikes in Syria”   

“IMF Downgrades Global
Economic Outlook Again”   

“US Inflation Undershoots Fed’s 2%
Target for 42nd Month”   

“Fed Raises Interest
Rates, Citing Ongoing
US Recovery”    
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These headlines are not offered to explain market returns. Instead, they serve as a reminder that investors should view daily events from a longer-term perspective and avoid making investment decisions based 
solely on the news. Returns in US dollars. Graph Source: MSCI ACWI Index. MSCI data © MSCI 2015, all rights reserved.It is not possible to invest directly in an index. Performance does not reflect the expenses 
associated with management of an actual portfolio. Past performance is not a guarantee of future results.
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Markets Summary: 2015 Index Returns

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. Market 
segment (index representation) as follows: Global Stocks (MSCI All Country World Index), US Stock Market (Russell 3000 Index), International Developed Stocks (MSCI World ex USA Index [gross div.]), Emerging 
Markets (MSCI Emerging Markets Index [gross div.]), Global Real Estate (S&P Global REIT Index), Short-term US Bonds (BofA Merrill Lynch 1-5 Year US Corporate And Govt Index), and Global Bonds (Barclays Global 
Aggregate Bond Index [hedged]). Russell data © Russell Investment Group 1995–2014, all rights reserved. MSCI data copyright MSCI 2014, all rights reserved.  Barclays data provided by Barclays Bank PLC. BofA 
Merrill Lynch data provided by Bank of America Corp, all rights reserved © 2014.
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Beyond the Quarter: Survey of Long Term Performance AS OF DECEMBER 31, 2015

INDEX 5 Years % 10 Years % 20 Years % Since Inception % Inception Date

Global Stocks

MSCI All Country World Index (gross div.) 6.65 5.31 6.37 7.48 JAN 1988

US Stocks  

Russell 3000 Index 12.18 7.35 8.27 11.69 JAN 1979

International Stocks

MSCI World ex USA Index (gross div.) 3.28 3.41 4.98 9.45 JAN 1970

MSCI Emerging Markets Index (gross div.) -4.47 3.95 5.45 10.51 JAN 1988

Global Real Estate Investment Trust Stocks  

S&P Global REIT Index (gross div.) 9.83 5.98 10.17 9.11 JULY 1989

Bonds

BofA Merrill Lynch 1-5 Year US Corporate and Govt Index 1.68 3.35 4.35 5.53 MAY 1986

Barclays Global Aggregate Bond Index (USD Hedged) 3.87 4.36 5.45 6.22 JAN 1990

Inflation

US Consumer Price Index 1.63 1.85 2.20 2.92 JAN 1926

Past performance is not a guarantee of future results. Indices are not available for direct investment. Index performance does not reflect the expenses associated with the management of an actual portfolio. Market 
segment (index representation) as follows: Global Stocks (MSCI All Country World Index), US Stock Market (Russell 3000 Index), International Developed Stocks (MSCI World ex USA Index [gross div.]), Emerging 
Markets (MSCI Emerging Markets Index [gross div.]), Global Real Estate (S&P Global REIT Index), Short-term US Bonds (BofA Merrill Lynch 1-5 Year US Corporate And Govt Index), and Global Bonds (Barclays Global 
Aggregate Bond Index [hedged]). Russell data © Russell Investment Group 1995–2015, all rights reserved. MSCI data copyright MSCI 2015, all rights reserved. Barclays data provided by Barclays Bank PLC. BofA 
Merrill Lynch data provided by Bank of America Corp, all rights reserved © 2015.
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Ten Predictions to Count On

The New Year is a customary time to speculate. In a digital 
age, when past forecasts are available online, market and 
media professionals find it harder to hide their blushes 
when their financial predictions go awry. 

The folly that goes with making bold forecasts was 
highlighted in a recent newspaper article, which listed 
many bad calls US economists had made about 2015. 
These included getting the timing of the Federal Reserve’s 
interest rate increase wrong, incorrectly calling for a rise 
in long-term bond yields, and assuming an end to the 
commodity rout.1

For the broad US equity market, 22 strategists polled by the 
Wall Street Journal2 estimated an average increase for the 
S&P 500 of 8.2% for 2015. The most optimistic individual 
forecast was for a rise of 14%. The least optimistic was 
2%. No one picked a fall. As it turned out, the benchmark 
ended marginally lower for the year.

In the UK, a poll of 49 fund managers, traders, and 
strategists published in early January 2015 forecast that 
the FTSE 100 index would be at 6,800 by midyear and 
7,000 points by year-end. As it turned out, the FTSE 
surpassed that year-end target by late April to hit a record 
high of 7,103 before retracing to 6,242 by year-end.3

It shouldn’t be a surprise that if economists can’t get the 
broad variables right, it must be tough for stock analysts 
to pick winners. Even a stock like Apple, which for so 
many years surprised on the upside, disappointed some 
forecasters last year with a 4.6% decline.4

It should be evident by now that setting your investment 
course based on someone’s stock picks or expectations for 
interest rates, the economy, or currencies is not a viable 
way of building wealth in the long term. Markets have a 
way of confounding your expectations. So a better option 
is to stay broadly diversified and set an asset allocation that 
matches your own risk appetite, goals, and circumstances.

Of course, this approach doesn’t stop you or anyone else 
from having or expressing an opinion about the future. We 
are all free to speculate about what might happen in the 
economy and markets. The danger comes when you base 
your investment strategy on such opinions. In the meantime, 
if you insist on following forecasts, here is a list of 10 
predictions you can count on coming true in 2016:

1.  Markets will go up some of the time and down some  
of the time.

2.  There will be unexpected news. Some of this will  
move prices.

3.  Acres of newsprint will be devoted to the likely  
path of interest rates.

4.  Acres more will speculate on China’s growth outlook.

5.  TV pundits will frequently and loudly debate short-term 
market direction.

6.  Some economies will strengthen. Others will weaken. 
These change year to year.

7.  Some companies will prosper. Others will falter.  
These change year to year.

8.  Parts of your portfolio will do better than other parts.  
We don’t know which.

9.  A new book will say the rules no longer work  
and everything has changed.

10.  Another new book will say nothing has really  
changed and the old rules still apply.

You can see from that list that if forecasts are so hard to 
get right, you are better off keeping them as generic as 
possible. Like a weather forecaster predicting wind, hail, 
heat, and cold over a single day, your audience should 
prepare themselves for all climates.

The future is always uncertain. There are always 
unexpected events. Some will turn out worse than you 
expect; others will turn out better. The only sustainable 
approach to that uncertainty is to focus on what you can 
control.

1.  Malcolm Maiden, “The Year Market Economists Failed to See Coming,” 
SMH, December 30, 2015.

2.  “Strategists Expect Stocks to Keep Climbing in 2015,” Wall Street Journal, 
January 2, 2015. 

3.  “Five Fund Strategies to Ride Rising Markets,” The Times, January 3, 2015. 
4.  “Seven Stocks to Buy for 2015,” CNN Money, December 31, 2014.
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Adapted from “2016: Ten Predictions to Count On” by Jim Parker, Outside the Flags column on Dimensional’s website, January 2016. Dimensional Fund Advisors LP (“Dimensional”) is an investment advisor registered with 
the Securities and Exchange Commission. Diversification does not eliminate the risk of market loss. There is no guarantee investment strategies will be successful. The S&P 500 Index is not available for direct investment and 
does not reflect the expenses associated with the management of an actual portfolio. Past performance is no guarantee of future results. All expressions of opinion are subject to change without notice in reaction to shifting 
market conditions. This content is provided for informational purposes, and it is not to be construed as an offer, solicitation, recommendation, or endorsement of any particular security, products, or services.
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