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 Stocks:  mostly up after indiscriminate Brexit selloff and quick rebound; S&P 500:  +2.4% in Q2. 

 Treasuries:  rallied as global yields continued to decline; 10 Year Yield: 1.49% vs 1.79% three months ago. 

 Corporate Bonds:  strong follow-thru gains; outperformed Treasuries. 

 High-Yield Bonds:  strong follow-thru gains; outperformed most other fixed income. 

 U.S. Real GDP:  +1.1% in Q1 (annualized) from +1.4%, +2.0% and +3.9% in the prior three Q’s, respectively.   
 
 

 
 
 
Second Quarter (Q2) Markets Review 
 
With only five trading days remaining in the quarter, financial markets reacted harshly to Britain’s vote to leave the EU 
(Brexit).  Stocks worldwide fell sharply in indiscriminate selling and then quickly rebounded.  Q2 performance varied widely 
by country, with long-term laggard, Brazil among the best and European countries, Poland and Ireland among the worst.   
Most U.S. indices ended Q2 higher, but the tech heavy Nasdaq Composite Index slipped 0.6% and is down 2.8% YTD.  High-
yield bonds outperformed most fixed income, continuing the recovery that began in February.  U.S. Treasuries and high 
quality corporate bonds continued to rally as investors sought refuge from volatility elsewhere.  The U.S. Dollar was sloppy 
during the quarter, but ended on a strong note, surging after Brexit.   The price of crude oil continued to recover.   
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     10 Year Treasury Yield:  1.79% 

 
 
 
Much attention has been given to the Brexit vote and global markets have reacted with volatility that will likely continue.  
Once the UK formally notifies the EU that it is withdrawing, the UK has two years to negotiate its withdrawal, so there is still 
much to be decided and negotiated.  Most estimates show that the UK represents just 3% to 3.5% of global GDP, while 14% 
of the UK’s economy is exports to Europe.  The UK accounts for only 4% of US exports.   Given this backdrop, we believe that 
the Brexit vote outcome is more of a political event and less of an economic event that could truly dampen longer-term global 
business prospects.     

% Below Income 

Benchmark Index Fund 1 yr High Quarter YTD 12 Mos 3 Yrs 5 Yrs 10 Yrs 15 Yrs Yield %

Vanguard Short-Term Treasury Bond 0.0 0.6 1.9 1.7 1.1 1.0 2.7 3.0 0.5
Vanguard Interm-Term Treasury Bond 0.1 1.7 5.2 6.0 3.5 3.4 5.3 5.2 1.1
Vanguard Interm-Term Investment Grade Bond 0.0 2.5 6.1 7.1 5.1 5.1 6.2 5.9 2.5
Vanguard High-Yield Bond 3.9 3.4 5.7 2.4 4.6 5.9 6.5 6.4 5.5
Vanguard 500 Stock 1.4 2.4 3.8 3.8 11.5 11.9 7.3 5.6 2.0
Vanguard Small-Cap Stock 6.0 4.0 5.0 -3.0 8.8 9.8 7.6 8.1 1.5

Vanguard Total International Stock 12.6 0.2 0.1 -9.2 1.9 0.5 1.9 4.8 2.8

Returns include reinvested income.   Income/dividend yield shown is SEC format.

Average Annual % Returns% Return for the Period

http://www.grifport.com/
http://chart.finance.yahoo.com/zr?s=%5eGSPC&t=1y&q=&l=&z=l&p=m50,m200&a=v&lang=en-US&region=US
http://chart.finance.yahoo.com/zr?s=IEF&t=1y&q=&l=&z=l&p=m50,m200&a=v&lang=en-US&region=US
http://chart.finance.yahoo.com/zr?s=LQD&t=1y&q=&l=&z=l&p=m50,m200&a=v&lang=en-US&region=US
http://chart.finance.yahoo.com/zr?s=HYG&t=1y&q=&l=&z=l&p=m50,m200&a=v&lang=en-US&region=US
http://www.bea.gov/newsreleases/national/gdp/2016/pdf/gdp1q16_3rd_fax.pdf


 

 

 

 

GPM is primarily focused on the long term as we manage stock and balanced portfolios.  While it is important to consider 
the potential impact of macroeconomic events, most of our decision making is driven by bottoms up fundamental business 
analysis.   Our stock portfolios, are invested primarily in high quality, U.S. based GPM Grade individual companies.   In balanced 
portfolios we take a more conservative approach, by adding a well-diversified bond component to reduce stock driven 
volatility and increase overall portfolio income.    
 
Review of GPM Portfolios 
 
GPM stock portfolios lost ground in Q2 and as a result, lag year-to-date.  Client stock portfolios are built on a solid, 
concentrated foundation of approximately 30 GPM Grade U.S. Companies; successful, high ROE businesses, that we believe 
have a high probability of delivering rewarding long-term growth in revenue, earnings, dividends and ultimately, stock prices.  
Like the broader market, just over half of our stocks advanced in the quarter.  Year-to-date performance has been impacted 
by concurrent price pullbacks in several of our larger, long-held core companies, including Apple, Alphabet (Google), Nike, 
PNC Financial, Skyworks, Celgene and Amtrust Financial.  Reasons for the shift in sentiment vary by company, but the result 
is the same – a decline in stock prices that we view as an opportunity.  It happens sometimes.    
 
The seven members of this concurrent pullback group are exceptionally well managed, world-class companies that have been 
strong, positive contributors to GPM’s long-term performance.    Over the past five years, earnings per share (EPS) have grown 
20% per year on average for the group and ranged from +5% to +36%.  We expect them to be favored again by investors in 
the quarters and years ahead.   GPM views these stock price pullbacks as temporary opportunities to selectively boost the 
size of our core positions in attractively valued long-term leaders. 
 
Over the past three quarters, we have substantially reshaped stock portfolios.   We sold-out of twelve stocks (booked gains 
and losses), added six new companies and selectively boosted the size of our core stock positions.  We tightened our portfolio 
focus on high quality, GPM Grade businesses that compete and win globally.  Some others not already mentioned above 
include, Disney, Starbucks, General Electric, Rockwell Collins, Oracle, Microsoft, Checkpoint Software, Zimmer Biomet, CVS 
Healthcare and Stanley Black and Decker.   Simply put, we are very confident in our companies and overall positioning.   
 
GPM balanced portfolios posted near breakeven to slightly positive second quarter results and are positive year-to-date.   
Allocation in balanced portfolios ranges from 35% stocks/65% bonds in moderate risk accounts to 65% stocks/35% bonds in 
accounts where more growth potential and risk are desired.  In Q2, strong positive contribution from bonds was largely offset 
by a decline in the stock component of portfolios as discussed above.  High-yield and investment grade corporate bonds led.  
Balanced portfolios benefited from the substantial bond component repositioning that we completed in the first quarter - 
the resulting composition is expected to reduce bond driven volatility. 
 
With Brexit issues continuing, modest global growth expected and U.S. elections in the cards, we believe U.S. Fed rate policy 
is on hold and that interest rates will remain low longer. 
 

 
Please feel free to contact us for any reason.   Thank you for being a GPM client. 
 
Sincerely, the GPM Team 

 
 

 
This document contains general information intended exclusively for clients of Griffin Portfolio Management Corp. (GPM), an Investment Advisor, 
registered with the Securities & Exchange Commission.  It reflects views and opinions of GPM at the time of writing.  This information should not to be construed 
as an offer by GPM to provide investment advisory services.  Portfolio actions and positions discussed in this document have been executed broadly according 
to GPM's published strategies in accounts that meet GPM’s minimum size of $500,000 and NOT in accounts that invest exclusively in ETF’s or mutual funds.  
it should not be implied or assumed however, that every portfolio action and position discussed was executed or established respectively, in every client 
account.   Other factors that affect inclusion are inception date, size, objective and other variables specific to a particular client and/or account. 


