
 

Market in a Minute 
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Index Performance: As of June 24, 2016 

Index Price 
Last 

Week 
YTD 

Dow Jones 30 17401 -1.6% -0.1% 

S&P 500 2037 -1.6% -0.3% 

NASDAQ 4708 -1.9% -6.0% 

Russell 2000 1128 -1.5% -1.9% 

Russell 2000 Growth 677 -1.6% -4.3% 

Russell 2000 Value 1420 -1.4% 2.9% 

Russell 1000 Growth 978 -1.7% -2.2% 

Russell 1000 Value 1198 -1.5% 3.0% 

Shanghai SE Index 2988 -1.1% -19.3% 

SPDR Gold Shares 126.01 1.7% 24.2% 

GS Crude Oil Total Return 6.16 -2.2% -1.1% 

Powershares US $ Index 24.78 1.6% -3.4% 

Ishares EAFE Index  53.66 -5.0% -8.6% 

iShares Barclays 20+ Yr 

Treasury Bond 
135.78 0.1% 12.6% 

Utilities Select Sector ETF 50.61 0.1% 16.9% 

Vanguard REIT ETF 84.87 -0.9% 6.4% 

iShares Mortgage Real 

Estate 
9.99 -2.7% 4.5% 

Wells Fargo BDC 20.50 0.5% 1.1% 

Alerian MLP ETF 12.63 1.1% 4.8% 

iShares Global Telecom 60.28 -2.3% 4.2% 

Source: Bloomberg & MSN, Returns are appreciation only. 

S&P Sector Performance 

Index Price 
Last 

Week 
YTD 

Information Technology 696 -2.1% -3.5% 

Consumer Disc. 606 -2.2% -2.5% 

Consumer Staples 545 -0.8% 5.0% 

  

A Word on the Market by Pat Adams, CFA 
 

The U.K. voted to exit the E.U., as one very well knows at 

this point. We are not surprised at all with the vote. We 

think the sign they show over and over again by protestors 

on the cable news channels says it all, “I am not British I 

am European”. We think the problem with this is it 

infuriates the working class and patriotic U.K. citizens. So 

as we understand it, as an example in Germany, if you 

immigrate at the age of 60 to Germany, and work for two 

years you get a full pension (this is a story from a German 

citizen we know). The German born worker that also retires 

at 60 and has been working for 30 years also gets his full 

pension at 62 (see anything wrong with this?), but has a 

much bigger risk of getting cut back as well do other 

younger workers due to more money needed to pay all the 

new immigrants.  The E.U. was originally devised as an 

economic zone, not a free flow of people and a loss of your 

heritage. Germans, British, French, etc…don’t want to be 

European, they just want the benefits and ease of an open 

economic zone. The British obviously got sick of another 

government, on top of their current government, that was 

not acting in their best interest. We believe, if other 

European countries were allowed to vote to leave, it would 

be highly likely. There is certainly chatter out of the 

Netherlands, France, and Sweden. We look at Switzerland 

and Norway and believe the U.K. will not be materially 

harmed by the exit vote.  

 

The market is concerned about the potential that the E.U. 

will break up and the resulting negative impact on global 

growth and specifically the impact on the dollar. The U.S. 

exports $56 billion a year of goods to the U.K. The size of 

the U.S. economy is $18.6 trillion. The recent fall of about 

13% in the currency pound sterling cuts the buying power 

of the U.K. of U.S. goods by $7.5 billion. This potentially 

cuts our GDP by about .40%. We are growing so slowly, if 

other major E.U. countries follow Britain it would likely 

push the U.S. into a recession, as the dollar rises and the 

velocity of money slows.  

 

http://cts.vresp.com/c/?PVGAssetManagementCo/2f3bc9b062/TEST/aabcf56eb2


Health Care 802 -0.9% -3.7% 

Financials 298 -2.4% -7.4% 

Industrials 473 -2.4% 2.0% 

Energy 498 -0.6% 11.0% 

Telecommunications 177 1.4% 17.8% 

Utilities 256 -0.3% 16.4% 

Materials 289 -2.6% 5.7% 

Source: Bloomberg website, Returns are appreciation only. 

Interest Rates 

Fed Fund 0.50 5-Year 1.08 

3-Month 0.27 10-Year 1.57 

6-Month 0.38 30-Year 2.42 

2-Year 0.64     

Source: Bloomberg.com 

Economic Events This Week 

Date Event Forecast Previous 

28-Jun 
GDP-Third 

Estimate 
1.0% 0.8% 

28-Jun 
GDP Deflator-

Third Estimate 
0.6% 0.6% 

28-Jun 
Consumer 

Confidence 
93.1 92.6 

29-Jun 
Personal 

Income 
0.3% 0.4% 

29-Jun 
Personal 

Spending 
0.3% 1.0% 

30-Jun Initial Claims 265K 259K 

30-Jun Chicago PMI 50.8 49.3 

Source: Briefing.com 

Economic Events Last Week 

Date Event 

22-Jun 

Existing Home Sales for May were 

reported at 5.53M which was slightly 

above expectations of 5.50M 

23-Jun 

Initial Claims for the week of 6/18 

were 259K which was below forecasts 

of 273K 

23-Jun 
New Home Sales for May came in at 

551K compared to estimates of 560K 

23-Jun 
The Leading Indicators for May came 

in at -0.2% vs. expectations of 0.2% 

We have said this repeatedly that Europe is a mess and is a 

risk. How to quantify it is rather difficult, but if 12 

European counties have negative interest rates, what does 

that tell you? The politicians have completely 

underestimated the frustration of voters globally. We are 

going to have the most contentious debates in U.S. history 

in front of our elections in November, it’s going to be like 

watching the Jerry Springer Show. Because the market had 

completely misread the U.K. vote, it will be much more 

sensitive to political risk. 

 

With all the Brexit news no one noticed the Chinese 

devalued. This again hurts the U.S. economy. 

Our stock market at 17x earnings currently seems 

expensive relative to other major stock markets, Euro 

Stoxx 50, 12.9X, Germany at 12.1x, and Japan at 12.2x 

2016 earnings. At 15x earnings the S&P 500 would be 12% 

lower or around 1750. That would be about -18% off the 

high. If Europe gets worse our P/E multiple would fall 

further. 

 

We continue to believe we are in a slow moving bear 

market that topped in May of 2015. We are at a support 

level at 2000 on the S&P 500, the next support is around 

1960. It does not seem possible to have much of a rally, 

unless the market can become comfortable with Europe, 

the dollar not rising and oil prices holding the uptrend. On 

a technical basis the S&P 500 is not oversold yet, but has 

broken the 200 day moving average. We have seen the 

market focus on oil, now it is focused on the pound sterling 

(FXB). We would also watch the euro (FXE). 

 

E.U. leaders meet on Tuesday (this could be a catalyst for 

a halt to the market decline), St. Louis Fed President gives 

his economic view on Thursday, and the ISM Index is out 

on Friday, which is an import economic indicator. 

 

Please visit our website for more information.  
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24-Jun 
Durable Orders for may dropped -2.2% 

vs. estimates of -0.6% 

24-Jun 

Durable Orders ex-transportation for 

May declined -0.3% vs. forecasts of 

0.1% 

24-Jun 

The Final Michigan Sentiment for Jun. 

came in at 93.5 which was lower 

compared to expectations of 94.0  

Source: Briefing.com 
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