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THE MONTH IN BRIEF 
June brought some definite headwinds to Wall Street, but the broad stock market 
still advanced. The S&P 500 added 0.48% across the month, even with tech shares 
selling off. As anticipated, the Federal Reserve raised the federal funds rate by 
another quarter point. Last month was a trying one for European stocks as well as oil 
and many other commodities. The latest round of U.S. economic indicators 
contained some disappointments; though, manufacturing and home sales surprised 
to the upside. All in all, increased volatility, terrorist incidents, and political 
happenings did not have much of an effect on investor confidence. 
 

DOMESTIC ECONOMIC HEALTH  
Hours before the June Federal Reserve policy meeting, traders put the odds of a rate 
hike at 99%. The central bank did not challenge that expectation. On June 14, it took 
the benchmark interest rate north to a range of 1.00-1.25%. As it did so, it made one 
unexpected move: it set a rough start date for unwinding its balance sheet. The 
Federal Open Market Committee’s latest policy statement said that process would 
begin “this year.” Initially, the Fed plans to let $6 billion in Treasury notes and $4 
billion in mortgage bonds mature each month, with the amounts gradually rising to 
$30 billion per month in Treasuries and $20 billion per month in mortgage-backed 
securities. 
 

Judging by the latest reading on the Consumer Price Index, the Fed might have to 
address low inflation again. The annualized inflation rate fell 0.3% in May to 1.9%, 
beneath the Fed’s long-established 2% target. Through May, core consumer prices 
had only advanced 1.7% in a year. In contrast, producer prices were up 2.4% in 12 
months, even with the headline Producer Price Index flat in May. 
 

The Department of Labor’s latest employment report also fell short of expectations. 
The May job gain was merely 138,000. While the headline jobless rate hit a 16-year 
low of 4.3%, which was partly due to a reduction in the labor force. The U-6 rate 
(which measure both unemployment and underemployment) fell to 8.4%, a 10-year 
low. Wages were up a decent 2.5% in 12 months. 
 

The Fed rate move and the latest inflation and jobs data did not upset Main Street. 
The Conference Board’s consumer confidence index, already remarkably high at 
117.6 in May, climbed to 118.9 in June. (The University of Michigan’s household 
sentiment index came in at a final June mark of 95.1, down 2.0 points from the end 
of May, but up 1.6 points from June 2016.) 
 

Consumer wages were up 0.4% in May according to the Department of Commerce, 
yet consumer spending rose just 0.1%. May retail sales figures were troubling – 
overall retail purchases decreased by 0.3%, while core retail sales (minus gas and 
autos) were flat. Statistics like these did not exactly signal strong second-quarter 
growth for the economy. Looking back at the first quarter, the Bureau of Economic 
Analysis upgraded the Q1 GDP number to 1.4% from its previous 1.2% estimate. 
 

On the factory front, the Institution for Supply Management’s manufacturing 
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purchasing manager index rose slightly to 54.9 in May; an index above 50 indicates 
sector expansion. The Institute’s non-manufacturing PMI, which tracks service sector 
growth, arrived at a mark of 56.9 in May. Federal government reports showed that 
industrial output was flat in May, while manufacturing output fell 0.4%. Looking to 
the near future, durable goods orders slipped 1.1% in May with core orders at just 
0.1%. 
 

GLOBAL ECONOMIC HEALTH 
In the Asia-Pacific region, China saw another increase in manufacturing output. Its 
official purchasing manufacturer index rose half a point to 51.7 in June; economists 
surveyed by Reuters had forecast a slight retreat to 51.0. The P.R.C.’s official service 
sector PMI also strengthened 0.4 points to a mark of 54.9. China’s government 
estimated its first-quarter growth at 6.9%, topping a recent Reuters poll estimate of 
6.8%. The nation’s debt level continued climbing, however – according to a Nomura 
new national goods and services tax as part of Prime Minister Narendra Modi’s 
financial reforms; business owners feared a near-term economic slowdown 
preceding Modi’s envisioned boost in government revenues. 
 

Commenting on the Eurozone economy in late June, European Central Bank 
President Mario Draghi said “the threat of deflation is gone and reflationary forces 
are at play,” noting that the region is enjoying “above-trend” expansion. Investors 
and economists alike took these words as a hint that the ECB would cut back its 
bond buying this year, perhaps as soon as September; some were worried that the 
ECB would commit a policy error and make hawkish moves too soon. For the record, 
euro area inflation ticked down to 1.3% in June per Eurostat’s flash estimate. 
       

WORLD MARKETS 
June was a rocky month for European equities. All of the major European exchanges 
gave up ground. The hardest fall among them was taken by the IBEX 35. Spain’s main 
index lost 3.98% in June. France’s CAC 40 tumbled 3.49%. In London, the FTSE 100 
lost 2.84%. The regional FTSE Eurofirst 300 retreated 2.76% as did Russia’s Micex; 
Germany’s DAX lost 2.17%. 
 

With its minor June gain, our own S&P 500 also outperformed some other foreign 
indices. June brought at 1.66% loss for Brazil’s Bovespa, a 1.24% decline for Canada’s 
TSX Composite, and an 0.76% retreat for India’s Sensex. Some key Asian indices did 
much better than our broad equity benchmark: Japan’s Nikkei 225 advanced 1.81%; 
Korea’s Kospi, 2.05%; Taiwan’s TSE 50, 3.35%; China’s Shanghai Composite, 2.60%. 
Other June gains: Hong Kong’s Hang Seng, 0.24%; Mexico’s Bolsa, 1.18%; Australia’s 
All Ordinaries, 0.14%; MSCI World, 0.25%; MSCI Emerging Markets, 0.54%. 
                  

COMMODITIES MARKETS  
Many commodity prices fell in June. Three key commodity futures advanced for the 
month – copper gained 4.46%; wheat, a remarkable 18.56%; soybeans, 2.97%. 
Beyond that, losses prevailed. 
 

Sugar took the largest June descent, dropping 15.27%. Cotton stumbled 8.60%; 
cocoa, 6.81%; unleaded gasoline, 5.99%. Light sweet crude fell 4.73%; WTI crude 
ended the month at $46.33 a barrel on the NYMEX. Silver sank 4.00% to a June 30 
close of $16.57 an ounce. Smaller retreats were taken by coffee (3.06%), platinum 
(2.57%), gold (2.21%), heating oil (1.80%), the U.S. Dollar Index (1.38%), natural gas 
(1.27%), and corn (0.40%). When Wall Street’s trading day ended June 30, gold was 
worth $1,241.40 an ounce. 
   

                        



REAL ESTATE 
Home sales accelerated again in May. The National Association of Realtors 
announced a 1.1% gain for resales, partly reversing a 2.5% April retreat. The Census 
Bureau found new home buying up by 2.9% after a 7.9% dip in the fourth month of 
the year. 
 

May saw a notable falloff in groundbreaking and permits for new projects, however. 
Housing starts weakened 5.5%, according to the Census Bureau, with permits down 
4.9%. NAR’s pending home sales index also declined in May – just 0.8% compared to 
its 1.7% slip in April. While these real estate indicators fell, house prices, more or 
less, held up. April’s 20-city composite S&P/Case-Shiller home price index (arriving 
last month) advance 0.9%, meaning it was up 5.7% on a yearly basis. 
 

The Federal Reserve has gradually lifted the federal funds rate, but mortgage rates 
are more affected by 10-year Treasury yields – and as 2017 has proceeded, those 
yields have not dramatically risen. Between Freddie Mac’s June 1 and June 29 
Primary Mortgage Market Surveys, popular home loans grew cheaper. Average 
interest rates on the 30-year FRM fell from 3.94% to 3.88%, and for the 15-year 
FRM, rates lessened from 3.19% to 3.17%. Only average rates on the 5/1-year ARM 
increased across June, rising to 3.17% from 3.11%. 
       

LOOKING BACK…LOOKING FORWARD  

The Russell 2000 rallied nicely last month, advancing 3.25% to a June 30 close of 
1,415.36. Blue chips also did well – the Dow Jones Industrial Average gained 1.62% in 
June, more than tripling the 0.48% rise for the S&P 500. The Dow ended June at 
21,349.63; the S&P, at 2,423.41. As institutional investors thinned their holdings in 
the tech sector, the Nasdaq took a monthly loss of 0.93%, finishing June at 6,140.42. 
Renewed volatility sent the CBOE VIX 7.40% higher across June; it ended the month 
at 11.18. 
 
 

% CHANGE Y-T-D 1-YR CHG 5-YR AVG 10-YR AVG 

DJIA +8.03 +19.07 +13.15 +5.92 

NASDAQ +14.07 +26.80 +21.84 +13.59 

S&P 500 +8.24 +15.46 +15.58 +6.12 
REAL YIELD 6/30 RATE 1 YR AGO 5 YRS AGO 10 YRS AGO 

10 YR TIPS 0.58% 0.48% -0.46% 2.65% 
 

  Sources: barchart.com, bigcharts.com, treasury.gov – 6/30/1718,19,20,21
 

Indices are unmanaged, do not incur fees or expenses, and cannot be invested into directly. These returns do not 

include dividends. 10-year TIPS real yield = projected return at maturity given expected inflation. 
 

There was no “June swoon” on Wall Street; how will July unfold? Can the market 
keep grinding higher and dismiss perceptions that it is overvalued? A strong jobs 
report and encouraging fundamental indicators could reassure investors worried 
about economic sluggishness. Distinct recession signals seem wholly absent, and 
2017 may simply see a repeat of the economic pattern characteristic of the past few 
years, in which slow first-quarter expansion gives way to improved Q2 and Q3 
growth. During the past 30 years, the market has traditionally underperformed in 
summer compared to other times of the year – but when stocks have done well in 
the first half of a year, they have tended to upend those low expectations. With bulls 
still firmly in charge on the Street, July could bring investors some modest gains. 
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Will You Be Prepared When the Market Cools Off? 
Markets have cycles, and at some point, the major indices will descend. 
 

We have seen a tremendous rally on Wall Street, nearly nine months long, with the 



S&P 500, Nasdaq Composite, and Dow Jones Industrial Average repeatedly settling 
at all-time peaks. Investors are delighted by what they have witnessed. Have they 
become irrationally exuberant? 
   

The major indices do not always rise. That obvious fact risks becoming “back of 
mind” these days. On June 15, the Nasdaq Composite was up 27.16% year-over-year 
and 12.67% in the past six months. The S&P 500 was up 17.23% in a year and 7.31% 
in six months. Performance like that can breed overconfidence in equities. 
 

The S&P last corrected at the beginning of 2016, and a market drop may seem like a 
remote possibility now. Then again, corrections usually arrive without much 
warning. You may want to ask yourself: “Am I prepared for one?” 
   

Are you mentally prepared? Corrections have been rare in recent years. There have 
only been four in this 8-year bull market. So, it is easy to forget how frequently they 
have occurred across Wall Street’s long history (they have normally happened about 
once a year). 
 

The next correction may shock investors who have been lulled into a false sense of 
security. You need not be among them. It will not be the end of the world or the 
markets. A correction, in a sense, is a reality check. It presents some good buying 
opportunities, and helps tame irrational exuberance. You could argue that 
corrections make the market healthier. In big-picture terms, the typical correction is 
brief. On average, the markets take 3-4 months to recover from a fall of at least 10%.  
    

Are you financially prepared? Some people have portfolios that are not very 
diverse, with large asset allocations in equities and much smaller asset allocations in 
more conservative investment vehicles and cash. These are the investors likely to 
take a hard hit when the big indices correct. 
 

You can stand apart from their ranks by appropriately checking up on, and 
diversifying, your portfolio as needed. Thanks to the recent rally, many investors 
have seen their equity positions grow larger, perhaps too large. If you are one of 
them (and you maybe), you may want to try to dial down your risk exposure. 
 

Do you have an adequate emergency fund? A correction is not quite an emergency, 
but it is nice to have a strong cash position when the market turns sour. Are your 
retirement and estate plans current? A prolonged slump on Wall Street could impact 
both. Many older baby boomers had to rethink their retirement strategies in the 
wake of the 2007-09 bear market. 
 

Finally, a deep dip in the equity market should not stop you from consistently 
funding your retirement accounts. In a downturn, your account contributions, in 
essence, buy greater amounts of shares belonging to quality companies than they 
would otherwise. 
 
A correction will happen – maybe not tomorrow, maybe not for the rest of 2017, but 
at some point, a retreat will take place. React to it with patience, or else you may 
end up selling low and buying high. 
 
   

Will You Really Be Able to Work Longer? 
You may assume you will. That assumption could be a retirement planning risk. 
 

How long do you think you will work? Are you one of those baby boomers (or Gen 
Xers) who believes he or she can work past 65? 
 

Some pre-retirees are basing their entire retirement transition on that belief, and 
that could be financially perilous. 
     



In a new survey on retirement age, the gap between perception and reality stands 
out. The Employee Benefit Research Institution (EBRI) recently published its 2017 
Retirement Confidence Survey, and the big takeaway from all the data is that most 
American workers (75%) believe they will be on the job at or after age 65. That belief 
conflicts with fact, for only 23% of retired workers EBRI polled this year said that 
they had stayed on the job until they were 65 or older. 
 

So, what are today’s pre-retirees to believe? Will they upend all their assumptions 
about retiring? Will working until 70 become the new normal? Or will their 
retirement transitions happen as many do today, arriving earlier and more abruptly 
than anticipated? 
 

Perhaps this generation can work longer. AARP, for one, predicts that nearly a 
quarter of Americans 70-74 years old will be working in 2022, including nearly 40% 
of women that age by 2024. That would still leave many Americans retiring in their 
sixties – and more to the point, working until 70 is not a retirement plan. 
   

What if you retire at 63, two years before you can enroll in Medicare? EBRI’s 
statistics indicate that this predicament has been common. You can pay for up to 18 
months of COBRA (which is not cheap), tap a Health Savings Account (if you have 
one), or take advantage of your spouse’s employer-sponsored health coverage (if 
your spouse still works and has some). Beyond those options, you could either pay 
(greatly) for private health insurance or go uninsured. 
   

What if you end up claiming Social Security earlier than planned? Given an average 
lifespan (i.e., you live into your eighties), that may not be so bad – you will get 
smaller monthly Social Security payments if you claim at 63 rather than at the Full 
Retirement Age (FRA) of 67, but the total amount of retirement benefits you receive 
over your lifetime should be about the same. Retiring and claiming Social Security 
well before Full Retirement Age (FRA), however, may mean a drastic revision of your 
retirement income strategy, if not your whole retirement plan. 
 

What will happen to your retirement assets if you leave work early? Will you still 
be able to contribute to your IRA(s) or pay the premiums on a cash value life 
insurance policy? Could you postpone withdrawals from your retirement accounts 
for months or years? How long can you count on this bull market? 
 

If you are a baby boomer or Gen Xer, hopefully you have planned or built wealth to 
such a degree that the shock of an early retirement will not derail your retirement 
plan. It is realistic to recognize that it could. 
 

If you want to work past 65, one key may be keeping your job skills current. The 
Transamerica Center for Retirement Studies reports that only about 40% of baby 
boomers are doing that. 
 

Lastly, if you switch jobs, you may improve your odds to work longer. A new study 
from the Center for Retirement Research at Boston College notes that 55% of 
college-educated workers who voluntarily changed jobs in their fifties were still 
working at age 65, compared with only 45% of workers who stayed at the same 
employer. 
      

Should Millennials Be Your Money Models? 
Gen Y is doing some things right when it comes to saving & investing. 
      

Financially, Generation Y is often criticized for being risk averse & unaware. Is this 
truth, or is it fiction? In some instances, pure fiction. Here are some good financial 
habits common to millennials – habits their parents and grandparents might do well 
to emulate. 



Millennials are good savers. Last year, Bankrate found that about 60% of American 
adults younger than 30 were saving 5% or more of their paychecks. Only around half 
of the adults older than 30 were doing so. This difference is even more interesting 
when you think about the overhanging college debt faced by many millennials and 
the comparatively greater income of older workers. Twenty-nine percent of 
millennials were saving 10% of their incomes last year, right in line with the average 
for other generations (28%). 

Millennials value experiences more than possessions. Data affirms this view – in a 
Harris Poll of millennials, 78% of those surveyed said that they would rather spend 
their money on an experience or an event rather than some pricy material item. In 
contrast, some members of Gen X and the baby boom generation have spent too 
much money on depreciating consumer goods, with too little to show for it. 

Relatively speaking, Gen Y is less prone to drawing down its retirement funds. In 
the 2016 Transamerica Retirement Survey, just 22% of Gen Y workplace retirement 
plan participants said that they had tapped into a plan for a loan or a withdrawal. 
That compares with 28% of boomers and 30% of those in Generation X. 

Millennials are directing money into equity investments at a relatively early age. 
As Investors Business Daily reported in May, the median age at which millennials 
begin investing in these vehicles is 23. For Generation X, it was 26. Younger baby 
boomers made their first such investments at a median age of 32, and older baby 
boomers did so at a median age of 35. While roughly one-third of millennials are 
invested in equities, their comparative head start may help them compensate. 

They also embrace technology in a way that some boomers do not. The internet is 
filled with financial information, and millennials may go out and learn on their own 
about investment types, tax laws, and saving and investing resources rather than 
waiting for a tax, financial, or human resources professional to explain things to 
them. While a little knowledge can be dangerous, having some information is better 
than none.  

In short, the members of Generation Y are doing some things that may really pay off 
for their financial futures. Other generations might want to take notice. 
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