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Special Market Update

China is influencing the markets in the following 
ways:

Currency - Devaluation of the Chinese yuan and speculation 
of significantly more weakening in the currency weighs on 
sentiment. Why is the Yuan falling? Since the People’s Bank of 
China started to allow market forces to play a greater role in 
determining its value, the Chinese currency has been weaken-
ing considerably because money is fleeing the country. As the 
Chinese economy rapidly expanded, investor money flowed 
into the country, mostly in the form of U.S. dollars. Now the 
Chinese economy is slowing (evidenced by the slowdown in 
the China PMI) and as a result investment returns in China 
are diminishing. So the reverse is occurring and investors are 
now moving money out of the country, selling the Yuan and 
weakening the currency. The implication is that China does 
not have control of its currency and must sell U.S. dollars 
(the bulk of its reserves) to keep the currency from weaken-
ing even more.  (Source: Brian Kelly CNBC) The pace of the 
decline adds pressure on global goods prices and increases 
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potential deflationary concerns. This in turn increases uncertainty about the global economic outlook 
and has prompted a fairly significant global market selloff. 

Investors - The investor makeup of China’s stock market explains some of the volatility. With 80–85% 
of volume attributed to retail investors, according to Reuters, compared with about 10% in the United 
States, it is not surprising that emotional responses could produce more panicked transactions than in 
a market more dominated by institutions. Stock market circuit breakers also may have aggravated the 
volatility of equities in China. China’s new circuit breakers, set to pause trading after a decline of 5%, 
and to halt trading after a decline of 7%, may have increased fear among retail investors that the market 
may close before their orders can be executed, amplifying the backlog of sell orders. Zane Brown, Lord 
Abbett. The Chinese government needs to continue to encourage more institutional investing to stabi-
lize its stock market. (Source: JPMorgan Chase’s Jing Ulrich)

Latest Tensions in the Middle East

One of the largest state-ordered executions in Saudi Arabia has sparked a diplomatic and trade row 
with Iran and left many concerned over destabilization across the Middle East. It led to protests where 
Iranians threw petrol bombs, set fires and broke furniture after storming the Saudi embassy in the 
Iranian capital of Tehran on Sunday.  Saudi Arabia announced Monday that it will sever all commercial 
ties with Iran, a day after the kingdom said it would cut diplomatic relations with Iran. 

It’s unclear how much further tensions will escalate between the two countries, although there could 
be an opportunity for mediated talks just days after the row erupted. Russia has put up its hand as 
a potential intermediary, according to Reuters, citing Russian news agency RIA.  (Source: Kalyeena 
Makortoff, CNBC)
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Oil

U.S. oil fell to new 12-year lows before paring losses slightly on Thursday, with some traders betting 
a rout triggered by fears over China demand and swelling U.S. stockpiles had run its course, for now.

China’s stock decline this week sparked new concerns about a slowdown in the world’s second-largest 
economy and what that might mean for global oil demand at a time of near-record production and 
massive crude stockpiles. Atlanta Fed President Dennis Lockhart said in a speech that a slowdown in 
China and plunging oil prices are now the main risks for the U.S. economy. It may have been in OPEC 
nation’s interest to flood the market and lower prices to stall competitive production, but now they are 
feeling the economic pain which will hopefully be enough to force cooperation among the major oil 
producers to reduce output and aim for higher prices soon.  (Source: Terry Tamminen, CNBC)

Long Term investment

U.S. markets could climb 8 to 10 percent this year, contended Jeremy Siegel, a finance professor at the 
University of Pennsylvania’s Wharton School. The U.S. economy looks “better than a lot of people fear”. 
Professor Siegel believes a less aggressive Fed and strong earnings outside of the energy sector will be 
positive catalysts in 2016.  

For the year ahead, the earnings picture still looks fairly bright. Full-year earnings are expected to 
increase 7.4 percent, ADP said private employers in the U.S. added 257,000 jobs in December, well 
above the expected 192,000. The jobless rate held at 5 percent as people entering the labor force found 
work.  “This should calm some fears about the U.S. economy losing growth momentum,” said Michael 
Feroli, chief U.S. economist at JPMorgan Chase & Co. in New York

U.S. investors may want to pause and reflect on the largely independent nature of the U.S. economy 
and the fact that all exports account for only 13% of U.S. GDP. Instead of a slowdown in Chinese 
manufacturing, U.S. economic growth in 2016 seems more likely to be influenced domestically by 
rising wages and increased consumption, a continued strengthening in the housing sector (supported 
by a recent jump in household formation), and higher government spending, courtesy of a $50 billion 
increase to the 2016 federal spending budget. (Source: Zane Brown Lord Abbett)
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Do you know someone who could benefit from this information? 
If you’d like to share this newsletter with a friend or colleague, please call us at (908) 782-0001.

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 Prestige Wealth Management Group, 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 Prestige Wealth Management Group, LLC.  Please 
remember to contact Prestige Wealth Management Group, 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. Prestige Wealth Management Group, 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 Prestige Wealth Management Group, LLC’s current written 
disclosure statement discussing our advisory services and fees continues to remain available upon request.

It is important to maintain discipline as these issues arise. Our investment policy committee actively 
monitors developments in global markets and manages well diversified portfolios that incorporate 
each client’s appropriate level of risk. Therefore, even if these issues impact our portfolio, being well 
allocated and properly diversified will provide some insulation regarding market volatility and keep 
our clients on track to reach their long term objectives. In fact, attempting to simply market time these 
recent events is a high-risk, potentially low-return investment strategy.

As always, we are available to answer any financial questions or concerns 
you have and we look forward to continuing our relationship.
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