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At the time this article is being written, Eileen and I are planning to be out of the office from Friday, June 5  returning toth

the office on Tuesday, June 23 . We will be monitoring our voice mail and emails for emergency issues only, as we willrd

have limited coverage during this period.

As we have been serving many of you for years, it is always important to us to have regular contact with all of you. Once
we return to our office in late June, please call to set up an appointment for us to review your accounts with you for fine
tuning. The summer will be upon us and this is a great time to look over your accounts.

Many people wait too long to look at their Estate plans. You should work with an attorney that specializes in this field.
But here are some generic tips: 1. A good estate plan may save your heirs some money. Besides the obvious of having a
properly executed Will, make sure you have a Durable Power of Attorney. Many institutions require signatures on these
documents that are within the last five (5) years. Keep these documents "fresh".  2. Make sure you review your
beneficiary designations on your retirement plans (including IRA's) and annuities. If you are naming a minor, make sure
your Will identifies who you want to be the custodian on these accounts.  3. Make sure your accounts are either joint or if
your accounts are of an individual nature, have a "Transfer On Death" or a "Pay On Death" designation. This should help
avoid probate. 4. Talk to your children. Have a frank conversation of what your expectation are in terms of things that are
not always addressed in your Will. For example: the dividing up of furniture, jewelry, artwork, your collections, etc. 5.
Make sure your plan is looked at for tax changes. In the past, due to the federal estate and gift tax exemptions, some of
you may have set up a "marital bypass trust". These possibly might not be needed any longer. Make sure you also look at
your State exemption limits. Have your attorney evaluate your plan for changes. You should also review your documents
if your marital status has changed. Once again, you should contact an attorney with expertise in this area.

Thank you for your continued business and support.

If you are not receiving our monthly e-Newsletter, please check your spam filter to make sure that both my e-mail address
( ) and Eileen's e-mail address ( ) are being delivered.steven.feiertag@LPL.com eileen.feiertag@LPL.com
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Weekly Market Commentary | Week of June 1, 2015

 

KEY TAKEAWAYS

Greece is unlikely to maintain its debt repayment schedule without a resolution.
A default and a Greek exit may add volatility to the equity markets, but do not appear to present a systemic risk
at this point.

THE GREEK DRAMA

There is no question that Greece is tangled economically and politically in Europe. This was by design--the adoption of
the euro was intended to be permanent, as was membership in the European Union (EU).* These entanglements are being
tested by the ongoing crisis regarding Greece, its debt, and its ability to continue to use the euro as its currency. Though
much has been--and will continue to be--written about this situation, we can reduce the problem to three basic issues.

Will Greece default on its debt?
Should Greece default, is the financial system at risk?
Can Greece stay in the Eurozone? Does it matter?

*Article 50 of the Treaty on European Union does provide a right to withdraw from the EU, though the process is largely
undefined.

WILL GREECE DEFAULT ON ITS DEBT?

It's hard to gauge the current progress of discussions. Even as the current round of negotiations approaches the next
deadline (June 5), the picture is muddled: the Greek government says a deal is at hand, but that claim is rejected by some
international officials.

Greece is running out of money; and without a resolution in coming days, it will likely be unable to make its scheduled
June payments, the first of which is due Friday, June 5, 2015. There have been short-term fixes for these deadlines,
including the Greek government transferring cash from local governments, delaying pension payments, and borrowing
additional funds. The issue appears to have reached a critical point [Figure 1].

Greece has no realistic way to fulfill these obligations without substantial concessions from its creditors. It is possible that
there will be a solution requiring Greece to enact a severe austerity program in exchange for further funding from the
international community. However, it seems unlikely that this is a viable long-term solution. Ultimately, we believe
Greece will need to restructure its debt, which qualifies as a default. It would not be the first time. In 2012, Greece
reached agreements with private holders of its bonds to restructure its debt, effectively reducing the par value of its bonds
by 100 billion euros ($130 billion given the exchange rate at that time). When all factors are considered (the change in
face value, interest rates, and extension of maturity), private debt holders saw a reduction in value of approximately 70%.

THE DIFFERENCE BETWEEN THE EU AND THE EUROZONE

The European Union (EU) is an association of 28 countries that have created a common market, with free movement of
goods and people across national borders. These countries have harmonized many laws regarding labor, environmental,
and other social policies. The euro is the currency used by 19 of those 28, a currency created by the European Central
Bank (ECB) rather than a national monetary authority. The countries that use the euro as their currency are referred to
collectively as the Eurozone.

SHOULD GREECE DEFAULT, IS THE FINANCIAL SYSTEM AT RISK?
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One of the concerns about Greek default is its potential impact on broader financial institutions. To monitor the risks
created by Greece, LPL Research reviews a set of indicators that signal stresses in the financial markets. These include
absolute and relative performance of the bonds from other highly indebted nations (Spain, Portugal, and Italy), several
indicators measuring European interbank lending, credit default swaps (essentially insurance contracts against
government defaults), and the performance of European banks relative to the broader market. Taken together, we believe
these indicators should provide a good early warning signal should the markets fear broader financial risk from a potential
Greek default. At this point, we are not seeing signs of strain. 

The global financial system is far less entangled with Greece than it was during prior crises. Currently, over 80% of
Greek government debt is held by governmental and central bank agencies. Given how little debt private investors hold,
we believe the global financial system can weather a second Greek default.

CAN GREECE STAY IN THE EUROZONE? DOES IT MATTER?

It appears that a Greek default is inevitable; whether Greece stays in the Eurozone is less certain. Greece can default and
retain the euro. The converse is not true; leaving the euro would guarantee default. It seems to LPL Research that Greece
should leave the euro, the so-called "Grexit." Leaving would allow Greece's currency to devalue. As a more independent
country, it would also allow Greece to do the basic economic restructuring necessary, such as improving tax collection.
The fact is, Greece was not ready to join the euro when it did and would not be considered ready now. Politicians and
central bankers in Europe had been adamant on the commitment of countries to retain the euro. In the past few days,
several officials, most notably International Monetary Fund (IMF) Managing Director Christine Lagarde, have
acknowledged that Greece might leave the euro. The fact that "Grexit" is being openly discussed indicates that it is more
probable than would have been the case a few months ago.

The biggest risk of a Greek default and possible exit from the Eurozone is the impact it would have on other countries
and their markets. We can see the fear created by this "contagion" effect in 2011. Figures 2, 3, and 4 show the stress on
the bond markets in many highly indebted countries in Europe, including Spain, Portugal, Greece, and Italy. Though
Greek yields spiked the highest, reflecting fears of a default, all four countries felt the impact. When we examine these
statistics today, we see the market reacting to Greece, but only to Greece, at this point.

The European economy has also been getting stronger. One key measure of European economic health, loans from banks
to the private sector, recently turned positive. This measure indicates increased economic activity in the region. However,
it is difficult to gauge the impact of Greece leaving the euro on market psychology.

Click here for Figure 2, Except for Greece, Yields in Europe Remain Low.

Click here for Figure 3, Eurozone Stress Is Confined to Greece, but Worth Watching.

Click here for Figure 4, European Financials May Potentially Be Attractive.

CONCLUSION

After years of discussion, the final end to the Greek debt issue may be in sight. The result seems likely to be a significant,
but organized, default and a Greece that is less entangled in Europe, regardless of the decision to remain in the Eurozone.
A default and Grexit may add volatility to the equity markets, but do not appear to present a systemic risk at this point.

IMPORTANT DISCLOSURES

The opinions voiced in this material are for general information only and are not intended to provide specific advice or
recommendations for any individual. To determine which investment(s) may be appropriate for you, consult your
financial advisor prior to investing. All performance referenced is historical and is no guarantee of  future results.

The economic forecasts set forth in the presentation may not develop as predicted and there can be no guarantee that
strategies promoted will be successful.

Investing in stock includes numerous specific risks including: the fluctuation of dividend, loss of principal, and potential
liquidity of the investment in a falling market.

Investing in foreign and emerging markets securities involves special additional risks. These risks include, but are not
limited to, currency risk, geopolitical risk, and risk associated with varying accounting standards. Investing in emerging
markets may accentuate these risks.

Investing in foreign and emerging markets debt securities involves special additional risks. These risks include, but are
not limited to, currency risk, geopolitical and regulatory risk, and risk associated with varying settlement standards.

Currency risk is a form of risk that arises from the change in price of one currency against another. Whenever investors
or companies have assets or business operations across national borders, they face currency risk if their positions are not
hedged.

INDEX DESCRIPTIONS

The MSCI Europe Index is a free float-adjusted, market capitalization-weighted index that is designed to measure the

http://lpl-research.com/NOD/WMC_060115_Fig2.pdf
http://lpl-research.com/NOD/WMC_060115_Fig3.pdf
http://lpl-research.com/NOD/WMC_060115_Fig4.pdf
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equity market performance of the developed markets in Europe.

This research material has been prepared by LPL Financial.

To the extent you are receiving investment advice from a separately registered independent investment advisor, please
note that LPL Financial is not an affiliate of and makes no representation with respect to such entity.

Not FDIC or NCUA/NCUSIF Insured | No Bank or Credit Union Guarantee | May Lose Value | Not Guaranteed by Any
Government Agency | Not a Bank/Credit Union Deposit

Tracking #1-387556 (Exp. 06/16)
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Client Letter "Spring Bounce Back" | May 2015

 
Dear Valued Investor:

Many of us are spending our Saturdays out in the yard, helping our lawns bounce back from a tough winter. As the brown
patches and bare spots that are reminders of colder days fade, our lawns' roots are showing underlying strength. It's
heartening to see the new growth and greenery now emerging, just as we saw last spring.

Similarly, the U.S. economy is bouncing back after a largely weather-driven first quarter decline, just as it did a year ago.
The April 2015 Employment Situation report showed enough strength to suggest the economy is gaining traction, with
growth in "good old American know-how" jobs continuing. Encouragingly, wage growth in this important segment has
also been above average. We continue to watch wages in all sectors, as more bounce is needed to ensure broad-based
wage growth.

The most recent report on new claims for unemployment fell to its lowest level since 2000, and the four-week average for
these claims is at a 15-year low. These healthy results are another indication that temporary factors affecting the economy
in the first quarter are fading, keeping the Federal Reserve on track to potentially raise rates in the latter part of 2015.

There is continued confidence in the strength of the consumer, with consistent consumption patterns that we've seen
before (in the early stage of the recovery from the Great Recession), i.e., consumers spending some, saving some, and
paying down some debt. It was encouraging that March sales rebounded and were revised up, despite April retail sales
disappointing many. Second quarter core retail sales are now running 2% ahead of the first quarter--a big improvement
from the 0.5% first quarter gain. And again, temporary factors affecting first quarter retail sales have subsided.

These recent economic reports do not change the expectation that U.S gross domestic product (GDP) will grow 3%-plus
over the remainder of 2015, consistent with growth rates during the previous business cycle. Looking ahead, consumer
spending gains continue to look supportive of GDP growth in the coming months.

Spring is a time for renewal and a time for landscapes and lawns to bounce back. In our eyes, the U.S. economy is also
bouncing back after a weak first quarter, and based on the many indicators we follow, it continues to have solid roots. To
be sure, more is needed, and in the weeks ahead we will be watching the consumer, jobs, wages, and other key economic
indicators for evidence this bounce back is occurring.

As always, if you have questions, please contact me.

 

 

All economic performance referenced is historical and is no guarantee of future results.

The opinions voiced in this material are for general information only and are not intended to provide or be construed as
providing specific investment advice or recommendations for your clients. Any economic forecasts set forth in the
presentation may not develop as predicted and there can be no guarantee that strategies promoted will be successful.

This research material has been prepared by LPL Financial.

Securities offered through LPL Financial. Member FINRA/SIPC.

Tracking #1-383665(Exp. 05/16)



The opinions voiced in this material are for general information only and are not intended to provide specific advice or
recommendations for any individual. To determine which investment(s) may be appropriate for you, consult your
financial advisor prior to investing. All performance referenced is historical and is no guarantee of future results. All
indices are unmanaged and cannot be invested into directly.

LPL Financial, Member FINRA/SIPC
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