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THE MONTH IN BRIEF 
While segments of the stock market rallied in June, assumptions that a global trade 
war was starting hurt the blue chips – the Dow Jones Industrial Average lost 0.59% 
last month. As the U.S., European Union, and China exchanged tariff threats, equity 
benchmarks worldwide treaded water or took losses. The economy was doing well: 
the latest hiring and retail sales data was excellent, consumer confidence appeared 
strong, and industries were growing impressively. Inflation pressure was mounting, 
and unsurprisingly, the Federal Reserve responded with another interest rate hike. 
New home sales improved, but residential resales waned. Ongoing trade frictions 
seemed to mute much of the bullishness seen early in the year. 
 

DOMESTIC ECONOMIC HEALTH  
The Trump administration announced further tariffs in June. New import duties 
aimed at China are scheduled for a July 6 launch: $34 billion in Chinese goods are 
supposed to be hit with 25% tariffs beginning on that date, with another $16 billion 
in Chinese imports potentially susceptible to these levies in the future. In addition, 
the U.S. may impose a 10% tariff on another $200 billion of Chinese products. A 20% 
tariff on autos coming from the European Union is also planned. The E.U. and China 
have retaliatory measures to these moves in the works (see “Global Economic 
Health” below). 
   
Away from tariffs and their implications, investors absorbed some excellent reports 
on the U.S. economy. The Department of Labor’s May jobs report showed a net 
hiring gain of 223,000 and wages up 0.3% for the month (better than the 0.1% rise in 
April). The headline unemployment rate declined 0.1% to just 3.8%, and the U-6 
jobless rate, including the underemployed, fell from 7.8% to 7.6%. Retail sales 
improved a striking 0.8% in May, and the gain held even without the inclusion of 
gasoline and automotive purchases. 
   
Major consumer confidence indices remained elevated. The University of Michigan’s 
barometer of household sentiment, which had finished May at 98.0, ended June at 
98.2. As for the Conference Board’s gauge, it fell 2.4 points to 126.4. 
    
Although durable goods orders were down 0.6% for May (after a 1.0% April fall), the 
latest purchasing manager index readings at the Institute for Supply Management 
were still well above the all-important 50 level, delineating industry expansion from 
industry contraction. ISM’s factory PMI rose 1.4 points to 58.7, while its service 
sector PMI added 1.8 points to reach 58.6. 
      
May’s Consumer Price Index arrives, and it showed yearly headline inflation at 2.8% 
and yearly core inflation (minus food and energy costs) at 2.2%. (Both the headline 
and core CPI were up 0.2% for the month.) The Federal Reserve’s preferred inflation 
barometer, the core PCE price index, displayed 2.0% a yearly rise through May. That 
marked the first time it had met the central bank’s longstanding inflation target 
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since April 2012. Annualized wholesale inflation, as measured by the Producer Price 
Index, surged to 3.1% in May from 2.6% in April. 
               
Investors widely assumed the Fed would just make another quarter-point rate 
adjustment in June. Those expectations were met. On June 13, the Federal Open 
Market Committee voted to life the target range on the federal funds rate to 1.75%-
2.00%, and it also put out a new dot-plot projecting four rate hikes in 2018. (It 
forecast 2.8% GDP for 2018.) 
 
Early in June, the federal government noted that Social Security would tap into its 
trust funds in 2018. This last happened in 1982. The latest report from Social 
Security’s trustees projected 2034 as the year in which retirement benefits could be 
cut 23% if no legislative action is taken to help the program beforehand. The 
trustees also said Medicare’s hospital insurance (Part A) fund could be depleted by 
2026, three years earlier than they had previously projected; if nothing is done to 
boost funding before then, it will only be able to pay out 91% of Part A costs in that 
year. 
 

GLOBAL ECONOMIC HEALTH 
Was China ready to enter a trade war with America? Apparently so. Having already 
had U.S. tariffs imposed on its washing machines and solar panels earlier this year, 
The P.R.C. reacted to the probability of $34 billion in import taxes being imposed on 
its goods on July 6 by promising an equal tariff: excise taxes on $34 billion of 
products coming from the U.S., commencing on the very same day. The nation’s 
manufacturing engine revved down in June; its factory PMI fell 0.4 points to 51.5. Its 
service sector PMI, however, ticked up from 54.9 to 55.0. 
     
Last month, the European Union responded to the metals tariffs enacted by the U.S. 
on its steel and aluminum exports with 25% duties on assorted U.S. imports 
(including motorcycles, bourbon, jeans, and orange juice). The Trump 
administration’s pledge to impose tariffs on cars coming from the E.U. was met with 
an immediate warning: the E.U. was ready to put additional import taxes on 
American-made goods. Any such retaliatory tariffs might be sizable, since the value 
of exported autos coming from the E.U. to the U.S. is about 10 times that of the 
E.U.’s total steel and aluminum exports. 
 

WORLD MARKETS 
The benchmark indices of Mexico and Canada had a fine June. In Mexico City, the 
Bolsa jumped 6.75% for the month, while in Toronto; the TSX Composite added 
2.23%. A look around the world reveals a few other gains: 2.74% for Australia’s All 
Ordinaries, 1.06% for Spain’s IBEX 35, 1.36% for India’s Sensex, and 0.76% for India’s 
other marquee index, the Nifty 50. 
    
Other stock gauges simply slumped as investors grew pessimistic. The Shanghai 
Composite took the hardest fall of any major benchmark last month, dropping 
8.72%. Argentina’s Merval slipped 8.08%. South Korea’s Kospi lost 5.34%, while the 
Hang Seng declined 5.02%. Brazil’s Bovespa retreated 4.35%. In Europe, Germany’s 
DAX lost 2.85%; France’s CAC 40, 2.11%; the FTSE Eurofirst 300, 1.23%. The Nikkei 
225 was barely harmed, down only 0.24% for the month. While the MSCI World 
Index lost just 0.17%, the MSCI Emerging Markets index fell 4.57%. 
          

 



COMMODITIES MARKETS  
Rising 10.66% for the month, WTI crude oil settled at $74.25 on the NYMEX on June 
29. Heating oil futures improved 0.23% in June, but unleaded gasoline futures 
declined 1.13%, and natural gas futures, 1.15%. 
  
All four marquee metals retreated in June. Silver lost the least, falling 2.67%. Copper 
slipped 3.34%; gold, 3.37%; platinum, 6.21%. Gold ended the month at a COMEX 
price of $1,254.20; silver, at a COMEX price of $16.06. The U.S. Dollar Index gained 
1.42% in June, concluding the month at 95.32. 
 
Turning to the major ag futures, we see widespread losses, some deep. While cocoa 
added 0.73% in June, wheat fell 5.29%; sugar, 7.11%; cotton, 8.57%; coffee, 8.93%. 
Corn futures tumbled 11.05%; soybean futures, 15.87%. 
                     

REAL ESTATE 
Existing home sales, which account for the clear majority of residential estate 
transactions, weakened 0.4% in May; this followed the (revised) 2.7% April retreat 
measured by the National Association of Realtors. New home sales surprised to the 
upside in May, according to the Census Bureau; its latest monthly report showed the 
pace of new home buying improving 6.7%. One contributing factor may have been 
the ongoing decline in new home prices. At $313,000, the median price was down 
3.3% from where it was a year earlier. 
   
A stabilization in mortgage rates may have also spelled relief for some buyers. Rates 
were practically unchanged between Freddie Mac’s May 31 and June 28 Primary 
Mortgage Market Surveys: average interest on the 30-year fixed merely went from 
4.56% to 4.55%, while the mean rate on the 15-year fixed declined to 4.04% from 
4.06%. The average rate on the 5/1-year ARM, influenced to greater degree by 
Federal Reserve policy, rose from 3.80% to 3.87%. 
  
The lagging indicator tracking home values across 20 metro markets – the S&P 
CoreLogic Case-Shiller index – showed a 6.4% yearly advance in U.S. home prices 
through April. The NAR’s forward-looking pending home sales index declined 0.5% 
for May, which was at least less than the 1.3% dip it took the prior month. Builders 
broke ground on 5.0% more residential projects nationally in May than they had in 
April, the Census Bureau said; the rate of permits issued, however, decreased 4.6% 
in May. 
     

LOOKING BACK…LOOKING FORWARD  

The Nasdaq Composite set the pace for the big three in June, rising 0.92% to a June 
29 close of 7,510.30. Finishing the month at 2,718.37, the S&P 500 improved 0.48% 
for the month; the Dow Jones Industrial Average lost 0.59% in June, falling to 
24,271.41. Small caps moved north a bit: the Russell 2000 added 0.58% in June to 
settle at 1,643.07 as the trading month ended. Finally, the CBOE VIX rose 4.28% for 
the month to 16.09. Two Wall Street equity indices were up double-digits YTD as 
June concluded: the NYSE Arca Biotechnology Index at +12.54% and the Nasdaq-100 
at +10.07%. 
 
 
 
 
 
 



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

DJIA -1.81 14.02 12.56 11.38 

NASDAQ 8.79 22.23 24.14 22.75 

S&P 500 1.67 12.34 13.85 11.24 

REAL YIELD 6/29 RATE 1 YR AGO 5 YRS AGO 10 YRS AGO 

10 YR TIPS 0.74% 0.55% 0.53% 1.48% 

 

 Sources: wsj.com, bigcharts.com, treasury.gov - 6/29/1816,17,18,19 

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. 

 
The first half of 2018 is now history. Remember all the pundits who predicted a 
single-digit return for the S&P 500 this year? They may be right. The S&P has largely 
moved sideways, and it may keep doing so in the third and fourth quarters. America 
is witnessing healthy economic growth, which should continue to promote strong 
corporate earnings – but investors have tariffs on their mind, the yield curve has 
been flattening, and the Federal Reserve continues to make borrowing more 
expensive. Another sign of reduced bullishness: the unusual length of this current 
stock market correction. Wall Street has not seen a correction this long since 2008, 
and if it persists into mid-July (which appears likely), it will become the longest 
correction in 34 years. Since the end of January, the S&P has simply drifted within a 
10% range. A breakout in the second half could occur, but a cautionary mood does 
seem to be in place as well as a perception that this bull market is entering its last 
phase. Perhaps the mood will lift and the market will rally, but bulls could simply 
remain on the sidelines while the market keeps heading sideways toward 2019. 

How Much Do You Really Know About Long-Term Care? 
Separating some eldercare facts from some eldercare myths. 
     
How much does eldercare cost, and how do you arrange when it is needed? The 
average person might have difficulty answering these two questions, for the answers 
are not widely known. For clarification, here are some facts to dispel some myths. 
 
True or false: Medicare will pay for your mom or dad’s nursing home cost. FALSE, 
because Medicare is not long-term care insurance. 
 
Part A of Medicare will pay the bill for up to 20 days of skilled nursing facility care – 
but after that, you or your parents may have to pay some costs out-of-pocket. After 
100 days, Medicare will not pay a penny of nursing home costs – it will all have to be 
paid out-of-pocket, unless the patient can somehow go without skilled nursing care 
for 60 days or 30 days including a 3-day hospital stay. In those instances, Medicare’s 
“clock” resets. 
 
True or false: a semi-private room in a nursing home costs about $35,000 a year. 
FALSE. According to Genworth Financials most recent Cost of Care Survey, the 
median cost is now $85,775. A semi-private room in an assisted living facility has a 
median annual cost of $45,000 annually. A home health aide? $49,192 yearly. Even if 
you just need someone to help mom and dad with eating, bathing, or getting 
dressed, the median hourly expense is not cheap: non-medical home aides, 
according to Genworth, run about $21 per hour, which at 10 hours a week means 
nearly $11,000 a year. 
     
 



True or false: about 40% of today’s 65-year-olds will eventually need long-term 
care. FALSE. The Department of Health and Human Services estimates that close to 
70% will. About a third of 65-year-olds may never need such care, but one-fifth are 
projected to require it for more than five years.   
   
True or false: the earlier you buy long-term care insurance, the less expensive it is. 
TRUE. As with life insurance, younger policyholders pay lower premiums. Premiums 
climb notably for those who wait until their mid-sixties to buy coverage. The 
American Association for Long-Term Care Insurance’s 2018 price index notes that a 
60-year-old couple will pay an average of $3,490 a year for a policy with an initial 
daily benefit of $150 for up to three years and a 90-day elimination period. A 65-
year-old couple pays an average of $4,675 annually for the same coverage. This is a 
34% difference.  
 
True or false: Medicaid can pay nursing home costs. TRUE. The question is, do you 
really want that to happen? While Medicaid rules vary per state, in most instances a 
person may only qualify for Medicaid if they have no more than $2,000 in 
“countable” assets ($3,000 for a couple). Countable assets include bank accounts, 
equity investments, certificates of deposit, rental or vacation homes, investment real 
estate, and even second cars owned by a household (assets held within certain 
trusts may be exempt). A homeowner can even be disqualified from Medicaid for 
having too much home equity. A primary residence, a primary motor vehicle, 
personal property and household items, burial funds of less than $1,500, and tiny life 
insurance policies with face values of less than $1,500 are not countable. So yes, at 
the brink of poverty, Medicaid may end up paying long-term care expenses. 
 
Sadly, many Americans seem to think that the government will ride to the rescue 
when they or their loved ones need nursing home care or assisted living. Two-thirds 
of people polled in another Genworth Financial survey about eldercare held this 
expectation. 
 
In reality, government programs do not help the average household pay for any 
sustained eldercare expenses. The financial responsibility largely falls on you. 
 
A little planning now could make a big difference in the years to come. Call or email 
an insurance professional today to learn more about ways to pay for long-term care 
and to discuss your options. You need to find a way to address this concern, as it 
could seriously threaten your net worth and your retirement savings. 
 

Why Do People Put Off Saving for Retirement? 

A lack of money is but one answer. 
 

Common wisdom says that you should start saving for retirement as soon as you 
can. Why do some people wait decades to begin? 
 
Nearly everyone can save something. Even small cash savings may be the start of 
something big if they are invested wisely. 
 
Sometimes, the immediate wins out over the distant. To young adults, retirement 
can seem so far away. Instead of directing X dollars a month toward some far-off 
financial objective, why not use it for something here and now, like a payment on a 
student loan or a car? This is indeed practical, and it may be necessary. Even so, 
paying yourself first should be as much of a priority as paying today’s bills or paying 



your creditors. 
 
Some workers fail to enroll in retirement plans because they anticipate leaving. 
They start a job with an assumption that it may only be short term, so they avoid 
signing up, even though human resources encourages them. Time passes. Six 
months turn into six years. Still, they are unenrolled. (Speaking of short-term or 
transitory work, many people in the gig economy never get such encouragement; 
they have no access to a workplace retirement plan at all.) 
 
Other young adults feel they have too little to start saving and investing. Maybe 
when they are further along in their careers, the time will be right – but not now. 
Currently, they cannot contribute big monthly or quarterly amounts to retirement 
accounts, so what is the point of starting today? 
 
The point can be expressed in two words: compound interest. Even small retirement 
account contributions have potential to snowball into much larger sums with time. 
Suppose a 25-year-old puts just $100 in a retirement plan earning 8% a year. 
Suppose they keep doing that every month for 35 years. How much money is in the 
account at age 60? $100 x 12 x 35, or $42,000? No, $217,114, thanks to annual 
compounded growth. As their salary grows, the monthly contributions can increase, 
thereby positioning the account to grow even larger. Another important thing to 
remember is that the longer a sum has been left to compound, the greater the 
annual compounding becomes. The takeaway here: get an early start. 
 
Any retirement saver should strive to get an employer match. Some companies will 
match a percentage of a worker’s retirement plan contribution once it exceeds a 
certain level. This is literally free money. Who would turn down free money? 
 
Just how many Americans are not yet saving for retirement? Earlier this year, an 
Edward Jones survey put the figure at 51%. If you are reading this, you are likely in 
the other 49% and have been for some time. Keep up the good work. 
 

The Case for Women Working Past 65 

Why striving to stay in the workforce a little longer may make financial sense. 
 
The median retirement age for an American woman is 62. The Federal Reserve says 
so in its most recent Survey of Household Economics and Decisionmaking (2017). 
Sixty-two, of course, is the age when seniors first become eligible for Social Security 
retirement benefits. This factoid seems to convey a message: a fair amount of 
American women are retiring and claiming Social Security as soon as they can.  
 
What if more women worked into their mid-sixties? Could that benefit them, 
financially? While health issues and caregiving demands sometimes force women to 
retire early, it appears many women are willing to stay on the job longer. Fifty-three 
percent of the women surveyed in a new Transamerica Center for Retirement 
Studies poll on retirement said that they planned to work past age 65. 
 
Staying in the workforce longer may improve a woman’s retirement prospects. If 
that seems paradoxical, consider the following positives that could result from 
working past 65. 
 
More years at work leaves fewer years of retirement to fund. Many women are 
worried about whether they have saved enough for the future. Two or three more 



years of income from work means two or three years of not having to draw down 
retirement savings.  
 
Retirement accounts have additional time to grow and compound. Tax-deferred 
compounding is one of the greatest components of wealth building. The longer a 
tax-deferred retirement account has existed, the more compounding counts.  
Suppose a woman directs $500 a month into such a tax-favored account for decades, 
with the investments returning 7% a year. For simplicity’s sake, we will say that she 
starts with an initial contribution of $1,000 at age 25. Thirty-seven years later, she is 
62 years old, and that retirement account contains $974,278.3  
   
If she lets it grow and compound for just one more year, she is looking at 
$1,048,445. Two more years? $1,127,837. If she retires at age 65 after 40 years of 
contributions and compounded annual growth, the account will contain $1,212,785. 
By waiting just three years longer, she leaves work with a retirement account that is 
24.4% larger than it was when she was 62.3  
  
A longer career also offers a chance to improve Social Security benefit calculations. 
Social Security figures retirement benefits according to a formula. The prime factor 
in that formula is a worker’s average indexed monthly earnings, or AIME. AIME is 
calculated based on that worker’s 35 highest-earning years. But what if a woman 
stays in the workforce for less than 35 years?4  
   
Some women interrupt their careers to raise children or care for family members or 
relatives. This is certainly work, but it does not factor into the AIME calculation. If a 
woman’s work record shows fewer than 35 years of taxable income, years without 
taxable income are counted as zeros. So, if a woman has only earned taxable income 
in 29 years of her life, six zero-income years are included in the AIME calculation, 
thereby dragging down the AIME. By staying at the office longer, a woman can 
replace one or more of those zeros with one or more years of taxable income.4 
   
In addition, waiting to claim Social Security benefits after age 62 also results in larger 
monthly Social Security payments. A woman’s monthly Social Security benefit will 
grow by approximately 8% for each year she delays filing for her own retirement 
benefits. This applies until age 70.4     
   
Working longer might help a woman address major retirement concerns. It is an 
option worth considering, and its potential financial benefits are worth exploring.  

u 
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