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The small cap Russell 2000 led the other domes c indexes with a 3.3% rise in June.  The Dow Jones Industrial Average managed a 

1.62% rise however, the S&P 500 rose a much more modest 0.48%.  On the other hand, the Nasdaq Composite and Nasdaq 100 

index finished the month in the red, falling ‐0.94% and ‐2.45% respec vely as many tech high‐fliers lost al tude.   

For the quarter, the Dow Jones Industrial Average added 3.3% in Q2, and the Nasdaq Composite gained 3.87%.  By market cap, 

the large cap S&P 500 rose 2.57%, the mid cap S&P 400 added 1.57%, and the small cap Russell 2000 gained 2.12%.  Interna onal 

markets were also posi ve with emerging markets outpacing developed markets by rising 5.08% versus 4.67%. 

In commodi es, oil rebounded the last week of the month a er five weeks of losses, surging a substan al 7.04%.  However, it 

wasn't enough to recoup earlier losses as oil has now declined four straight months and was down ‐4.72% in June.  Gold has not 

fared much be er falling –1.12% during the last week of the quarter and ending the month –2.6%.1 
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Key Economic Sta s cs Period Level  Vs. Prior 

Manufacturing Economy 

Strength 

May 54.9 Stronger 

Service Economy Strength May 56.9 Weaker 

Annual Infla on Rate                    

(CPI ex. Food/Energy) 

Apr  1.9% Lower 

Key Economic Sta s cs Period Level  Vs. Prior 

Na onal Unemployment 

Rate 

May 4.3% Lower 

Personal Consump on  Q1—2nd 0.6% Higher 

Annualized Quarterly GDP 

Growth 

Q1—2nd 1.2% Higher 

Confidence among American consumers con nued to rise, according to the Conference Board’s latest consumer confidence index 

reading.  The index rose to 118.9 in May, an increase of 1.3 points from April.  The increase exceeded economists’ forecast of a 

reading of 116.  In the details of the report, the “present situa on” index, which tracks how consumers view the current health of 

the economy, rose to a nearly 16‐year high of 146.3.  However, consumers don’t think the economy will be much different six 

months from now.  The “expecta ons” index fell to 100.6 from 102.3.  Lynn Franco, director of economic indicators at the Board 

stated, “Overall, consumers an cipate the economy will con nue expanding in the months ahead, but they do not foresee the 

pace of growth accelera ng.”1 

Source: FactSet, Conference Board.  As of July 3, 2017.2 

Consumer Confidence Index 



 

So, what can we expect as we enter the 

second half of the year?  Chris Verrone, 

technical analyst at Strategas Research 

Partners, released a note poin ng out 

that stocks are "approaching the more 

difficult stretch of the calendar"  where 

that the average performance of both the 

S&P 500 and Nasdaq 100 over the last 30 

years typically trade lower during the 

upcoming 4‐month period —a slight 

adjustment to the “Sell in May and Go 

Away” Wall Street adage of old.  While 

equi es have risen about 9% the first half 

of the year, “defensive” assets have also 

climbed, which suggests to Mr. Verrone 

that a significant number of investors are 

skep cal of the eight‐year bull market.  

Other analysts shared similar research.  

Robert Sluymer, technical analyst with 

Fundstrat Global Advisors wrote in a note, 

“Our monthly cycle data con nues to 

support a more cau ous technical outlook 

heading through the summer into the 

fall.”1 
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U.S. Economic Outlook 

The Commerce Department reported real GDP rose 1.4% in the first three months of the year, growing twice as fast as the 

government ini ally reported.  The improved reading stems mostly from stronger exports and an increase in consumer 

spending on healthcare and financial services.  Consumer spending was by far the biggest influence on GDP, revised up 

0.5% to 1.1%.  Most of the increase was due to higher spending on professional services: doctor visits, hospital stays and 

insurance.  In addi on, export growth grew 7%, an increase of 1.2% over the ini al report.  In the details, most of the other 

key figures in the GDP report—business investment, inventories, government spending, and infla on were li le changed. 

The number of Americans applying for new unemployment benefits rose slightly towards the end of June but remained 

comfortably below the threshold analysts use to indicate a “healthy” jobs market.  New applica ons for benefits have been 

under 300,000 for 121 consecu ve weeks—the longest run since the early 1970’s.  The smoothed four‐week average of 

new claims fell by 2,750 to 242,250.  Analysts use the smoothed average to iron out the week‐to‐week vola lity.  In 

addi on, the number of people already receiving benefits registered fewer than 2 million for the 11th straight week.  The 

last me the number of so‐called con nuing claims were consistently under 2 million was in 1973.1   

Source: W.E.S. & Co, LLC 
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U.S. Intermediate Term Asset Class Rankings 
  

Major Asset Classes 
Rank as of

May 31, 
2017 

Rank as of
June 30, 

 2017 

 Healthcare 12 1

 Nasdaq 100 2 2

LargeCap Growth 3 3

Technology 1 4

Dow 30 11 5

Developed Int’l Markets 5 6

Emerging Markets 7 7

LargeCap Blend 8 8

Consumer Non‐Cyclical 9 9

Industrial 10 10

Utilities 4 11

Real Estate 15 12

Financial 18 13

MidCap Growth 13 14

US Market Average Russell 3000 Index 14 15
 

 SmallCap Blend 20 16

 SmallCap Growth 21 17

 CASH (1‐3 mo T‐Bills) 16 18

 Consumer Cyclical 6 19

Basic Materials 17 20

LargeCap Value 19 21

SmallCap Value 26 22

MidCap Blend 22 23

 MidCap Value 25 24
 Telecom 23 25
 Energy 24 26

 
 
 

Above 
Average 

 

Below 
Average 
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In the United Kingdom, the Office for Na onal Sta s cs reported the economy grew just 0.2% in the first quarter of the year, 

making it the worst performing major economy in the European Union and in the world.  GDP had been originally es mated at 

0.3% but was revised down.  According to the data, business services and construc on supported growth, while consumer‐

driven industries such as retail and accommoda on weighed.  Consumers in Britain have suffered a sharp loss in confidence due 

to rising infla on and weakening wage growth.   

French President Emmanuel Macron took the first step toward major labor market reforms, a task that none of his predecessors 

from across the poli cal spectrum were willing to undertake.  Macron’s cabinet approved a broad outline of changes to the 

labor code and is asking parliament for the authority to nego ate the details with unions and business groups.  The French 

economy just recorded its strongest six‐month period of growth since 2010.   

German Chancellor Angela Merkel stated in a speech to parliament that the future of Germany and the EU lies in a French and 

German‐led Europe.  The Chancellor made it abundantly clear that her na on is pivo ng away from a US and United Kingdom 

dominated world.  In the speech, she stated that Germany and France will take a greater role in leading the European Union, 

and Europe must take a greater role in leading the world adding that German and French interests were "connected in the 

closest possible way."  The German chancellor argued that the EU was recovering from its economic crisis, with all 27 remaining 

members recording growth and lower unemployment.  

In China, despite challenges facing the world’s second largest economy, views were predominantly op mis c at the World 

Economic Forum mee ng in Dalian.  Premier Li Keqiang delivered the opening speech, tou ng the idea of a Chinese economy 

driven by innova on and elimina ng barriers to foreign investment and create jobs to spur growth in the country.  China has 

been characterized as being an economic “copycat”, with its strength due to manufacturing the ideas and innova ons of other 

na ons.  Helen Zhu, managing director and head of China equi es at Blackrock, noted that China’s growth momentum remains 

strong.   

Japanese industrial output fell at its fastest 

pace at any me since the devasta ng 

earthquake of March 2011.  In addi on, 

inventories hit their highest in almost a year, 

sugges ng that the na on’s tepid economic 

recovery may stall.  A decline in household 

spending also weighed on the economy 

pu ng Japan’s 2% infla on target farther out 

of reach.  Hiroaki Muto, an economist at 

Tokai Tokyo Research Center stated, 

“Produc on looks like it will enter a period of 

stagna on.  If produc on is weak, consumer 

spending is unlikely to strengthen.  The BOJ 

may have to lower its consumer price 

forecasts.”1 

Interna onal Economic News 
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Source:  Charles Schwab, Interna onal Monetary Fund World Economic Outlook April 2017. 

   Larger          Top 20 world economies by size  Smaller 



The Federal Reserve released the minutes from its June 13‐14 Federal Open Market Commi ee mee ng revealing that 

“several” members were in favor of star ng the reduc on of its $4.5 trillion balance sheet within a “couple of months”.  The 

statement only indicated that 

the process would start this 

year, without indica on of the 

extent.1  The por olio is about 

23% of GDP, the second highest 

in recent history.  The Fed is s ll 

ahead of the other foreign 

banks, most notably the 

European Central Bank and the 

Bank of Japan both of which 

con nue to expand their 

balance sheet posi ons with 

expecta ons of ghtening next 

year.4   

 

In addi on, members were divided between those comfortable with the unemployment rate and those concerned about a 

“substan al and sustained unemployment undershoo ng" that could trigger infla on or financial instability.  The minutes also 

showed concern among members that financial condi ons have remained loose even as the Fed has embarked on an interest 

rate hiking cycle.1 

There was general consensus 

that we’d see at least one more 

0.25% increase in the federal 

funds rate in the second half of 

the year.  This is consistent with 

prior es mates from the Fed of 

rates reaching 2% over the next 

18 months.  Markets however, 

have lower expecta ons and 

es mate rates closer to 1.5% by 

the end of next year.3  
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Source:  1) W.E.S. & Co. LLC Situa on Report, 6/30—   2) “ Schwab Market Perspec ve: Smooth Sailing for Stocks?” by Liz Ann Sonders, Brad Sorensen, Jeffrey 
Kleintop, 7/7/17.   3)”Bond Market Mid‐Year Outlook: Redefining the Borders of ‘Lower for Longer’” by Kathy A. Jones, 6/16/17.   4)”Dollar Decline: Time to 
Shi  to Interna onal Bonds?  Maybe Not” by Kathy A. Jones, 7/12/17. 
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Note: The “forward curve” represents future interest rates implied by the market for interest rate swaps.  

Market es mate for “Longer Run” represents the Eurodollar synthe c rate for December 2021.  Source: 

Federal Reserve Board, 3/15/2017, and Bloomberg Euro Dollar Synthe c Rate Forecast Analysis, as of 

6/14/2017. 



IMPORTANT DISCLOSURES AND DEFINITIONS: 

The views and opinions presented in this presenta on are those of Michael H. Sharp and not of H.D. Vest Financial Services® or its subsidiaries. 
 
Nasdaq Composite Index is a market‐capitaliza on weighted index of the more than 3,000 common equi es listed on the Nasdaq stock exchange. It is not 
possible to invest directly in an index 
 
Dow Jones Industrial Average is unmanaged and measures broad market performance. It is not possible to invest directly in an index. 
 
Standard & Poor's is a corpora on that rates stocks and corporate and municipal bonds according to risk profiles. The S&P 500 is an index of 500 major, 
large‐cap U.S. corpora ons. You cannot invest directly in an index. 
 

Gross Domes c Product (GDP) is a quarterly report released by the U.S. Bureau of Economic Analysis that is an aggregate measure of total economic pro‐
duc on for a country, represen ng the market value of all goods and services produced by the economy during the period measured, including personal 
consump on, government purchases, private inventories, paid‐in construc on costs and the foreign trade balance (exports are added, imports are subtracted).  

 
The Mortgage Banking Associa on (MBA) Purchase Index is a measure of loan applica on for home purchases and is adjusted for seasonality. 
 
The STOXX Europe 600 Index is an index that includes 600 components that represent large, mid and small capitaliza on companies across 8 countries of 
the European region, including Austria, Belgium, Denmark, Finland, France, Germany, Greece, Iceland, Ireland, Italy, Luxembourg, the Netherlands, Nor‐
way, Portugal, Spain, Sweden, Switzerland and the United Kingdom. 
 

Lehman Brothers Aggregate Bond Index is an index comprised of approximately 6,000 publicly traded bonds including U.S. Government, mortgage‐backed, 
corporate and Yankee bonds with an average maturity of approximately 10 years. The index is weighted by the market value of the bonds included in the 
index. This index represents asset types, which are subject to risk, including loss of principal. It is not possible to invest directly in an index. 
 
Interna onal developed companies measured by the MSCI EAFE Index which is an unmanaged market capitaliza on‐weighted index of equity securi es of 
companies domiciled in various countries. The Index is designed to represent the performance of developed stock markets outside the United States and 
Canada and excludes certain market segments unavailable to U.S. based investors. 
 
Emerging market companies measured by the MSCI Emerging Markets Index which is a free float‐adjusted market capitaliza on index that is designed to 
measure equity market performance of emerging markets. 
 
Short term taxable bonds measured by the Barclays U.S. 1‐3 Year Aggregate which is a subset of the Barclays U.S. Aggregate index, represen ng securi es 
with 1 to 3 years remaining un l maturity. 
 
Intermediate‐term bonds measured by the Barclays U.S. Aggregate Bond index which measures the performance of investment‐grade bonds in the U.S. 
fixed‐income universe. It includes U.S Treasury issues, agency issues, corporate bond issues and mortgage‐backed issues. It is unmanaged, includes rein‐
vestment of dividends, does not reflect the impact of transac on, manager or performance fees and is unavailable for investment. 
 
High‐yield bonds measured by the Barclays US Corporate High Yield Index which tracks performance of domes c non‐investment grade corporate bonds. 
 
Interna onal government bonds measured by the Ci  World Government Bond Index (WGBI) which measures the performance of 23 government bonds 
markets including Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Ireland, Italy, Japan, Malaysia, Mexico, the Netherlands, Nor‐
way, Poland, Portugal, Singapore, Spain, Switzerland, Sweden, the United Kingdom and the U.S. 
 
Short‐term municipals measured by the Barclays Municipal 1‐3 Yr index which measures the performance of investment‐grade municipal securi es with 1 
to 3 years remaining un l maturity. 
 
Intermediate term municipals measured by the Barclays Municipal Intermediate 5‐10 Year index which measures the performance of investment grade 
municipal securi es with 5 to 10 years remaining un l maturity. 
 
High‐yield municipals measured by the Barclays High Yield Municipal index which measures the performance of below investment‐grade municipal securi‐

es with at least 1 year remaining un l maturity. 
 
Commodi es measured by the Dow Jones UBS Commodity index which is comprised of future contracts on physical commodi es which trade here in the 
U.S. and certain foreign markets. It measures the performance of investment in a broad basket of commodity futures contracts. 
 
Real estate measured by the Dow Jones Global Select REIT index which represents equity real estate investment trusts (REITs) and REIT like securi es trad‐
ed globally. 
 
Annualized Quarterly GDP (Gross Domes c Product) Growth measured by Bureau of Economic Analysis and is released as preliminary (1st es mate), re‐
vised (2nd es mate) and final over the course of a quarter. 
 
An investment cannot be made directly into an index.  
 
Investments are subject to market risks including the poten al loss of principal invested.  

Asset alloca on and diversifica on do not assure or guarantee be er performance and cannot eliminate the risk of investment losses.  
 
This report is not an offer to buy or sell or solicita on of an offer to buy or sell any securi es men oned or to follow a specific investment strategy.
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