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Second Quarter (Q2) 2017 Review 7/6/2017 
  
➢ Stocks:  broadly higher;  S&P 500:  +3.1% in Q2 and +9.3% YTD. 
➢ Treasuries:  solidly positive in Q2;  10 Year Yield:  2.29% from 2.40% @ Mar-31. 
➢ Corporate Bonds:  rebound continued in Q2;  outperformed Treasuries. 
➢ High-Yield Bonds:  strong quarter and YTD;  outperformed most fixed income. 
➢ U.S. Real GDP:  +1.4% in Q1 (annualized) from +2.1%, +3.5% and +1.4% in the prior three Q’s, respectively.   
 

 
 
Mid-year Snapshot 
 
✓ Federal Reserve Bank of Atlanta forecasting model sees Q2 real GDP +3.0%, cooler than +4.0% expected mid-May. 
✓ June registered the strongest ISM U.S. monthly manufacturing survey reading since August 2014. 
✓ Global economic expansion is also supported by solid manufacturing growth at mid-year.   
✓ Eurozone economic growth is expected to reach a six-year high during the second quarter. 
✓ U.S. corporate sales and earnings growth expectations have been tempered during Q2, but still look solid. 

Full year consensus revenue estimates:  +4.2%.   Earnings per share (EPS):  +7.8%.    
✓ U.S. and global investor sentiment remains mostly positive. 
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    10 Year Treasury Yield: 2.29% 

 

 
Stocks continued higher in the second quarter, led by healthcare, services, industrials, and technology.   High-yield bonds 
extended gains while leading most fixed-income.   U.S. Treasuries and high quality corporate bonds posted solid positive 
returns.  Bond yields trended lower from a March retest of post-election highs.   Corporates outperformed Treasuries as 
investors sought higher income.   The U.S. Fed has raised short-term interest rates four times since December 2015, including 
two hikes this year.  We expect further normalization higher through 2018.  How much, depends on inflation trends and 
economic growth which could be fueled by the Trump administration delivering on some of their promised pro-growth 
agenda.  With minimal actual policy progress thus far, U.S. economic forecasters have already backed-away from high 
expectations set in the weeks following the presidential election.  Nonetheless, global stock markets continue to reflect a 
sense of optimism that had been mostly missing before the election.  The bond market echoes skepticism about a pickup in 
growth and inflation.  Bond yields and a flattening of the yield curve suggest investors don’t agree with the Fed. 

% Below Income 

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

Short-Term Treasury Bond 1.6 0.2 0.6 -0.3 0.7 0.6 2.2 2.5 1.1
Intermediate-Term Treasury Bond 5.2 0.9 1.7 -2.2 2.0 1.3 4.5 4.4 1.6
Intermediate-Term Investment Grade Bond 3.7 1.6 2.9 0.8 3.3 3.5 5.6 5.5 2.7
High-Yield Bond 0.3 2.6 4.9 10.3 4.6 6.2 6.6 7.1 4.6
S&P 500 Stock 1.6 3.1 9.3 17.7 9.5 14.5 7.1 8.2 1.9
Small-Cap Stock 0.9 1.9 5.7 19.0 6.6 14.0 7.7 9.9 1.3

Total International Stock 1.9 5.8 14.7 20.0 1.3 7.6 1.1 6.8 2.6

Data is for Vanguard funds and returns include reinvested income.   Income/dividend yield shown is SEC format.

Average Annual % Returns% Return for the Period
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U.S. First Quarter Real GDP and % Change in Prices (Inflation) 

  
 

 

 
Review of Portfolios  
 

GPM long-term growth portfolios  continued to perform well in Q2, boosting YTD gains.   Sizable pullbacks in several core 
positions were more than offset by strong gains in our broader holdings.   We see meaningful upside potential in our most 
recent under-achievers.  Quarter-end market-cap weighting was large-cap (73%), mid (21%), and small (6%).   Most of our 
companies delivered solid sales and earnings in Q1 and we expect more of the same in the second quarter and as 2017 
progresses. 
 
 

Approximate @ Quarter-End  
During the quarter, GPM liquidated five stocks, reduced the size of several other 
positions to manage risk and booked net gains in the process.  We bought seven new 
stocks and opportunistically added to or boosted the size of multiple core holdings.   Five 
of the 30 stocks held raised their quarterly dividend.   GPM remains very confident in the 
ability of our companies to execute their business plans, adapt to change, and generate 
long-term growth in value for shareholders. 
 
GPM invests primarily in high quality, high ROE, U.S. based companies that we believe 
will deliver rewarding long-term growth in sales, earnings, cash flow, dividends, and 
ultimately, stock prices.  We add select stock ETFs to broaden diversification in the 
market generally and to target certain sectors, regions, and countries that we believe 
have substantial upside potential.  
 
Including stocks currently held, our GPM Grade Focus List is comprised of a constantly 
evolving list of approximately one hundred companies that we follow closely.    
  

Sector Allocation 

Industrials 31% 

Technology 28% 

Consumer Cyclical 16% 

Financial Services 12% 

Healthcare 8% 

Other/Diverse ETF 6% 

 100% 
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GPM balanced portfolios turned in solid results in Q2, driven by broad stock gains as discussed above and a strong 
contribution from high yield bonds.  The investment grade bond component added a modest gain.   We remain cautious on 
yields now and have positioned GPM bond portfolios defensively against higher yields, if as expected, economic data 
accelerates in the quarters ahead and prospects brighten for progress on some Trump administration fiscal policies.   
 
GPM’s balanced portfolio modeling targets are approximately as follows - subject to change at GPM discretion: 
 
Balanced - Primarily Income (BPI):   45% stocks and 55% bonds (GPM’s lowest overall risk balanced model). 
Balanced - Growth and Income (BGI):   55% stocks and 45% bonds. 
Balanced - Primarily Growth (BPG):   65% stocks and 35% bonds. 
 

Balanced strategies are more conservative than an “all stock” approach.  We combine a solid foundation of GPM Grade 
Companies with a diversified bond component to produce higher portfolio income and reduce stock driven volatility.  
Portfolios are flexibly managed and tailored to individual client risk preferences. 
 
 

 

Please contact GPM with any questions or to simply discuss your investment goals, objectives and portfolio. 

 
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 per 
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. 


