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Third Quarter 2016 Review 10/3/2016 
  

 Stocks:  broadly higher; S&P 500:  +3.8% in Q3. 

 Treasuries:  modest losses, following a strong first half; 10 Year Yield: 1.61% from 1.49% three months ago. 

 Corporate Bonds:  solid gains in third-straight positive quarter; outperformed Treasuries. 

 High-Yield Bonds:  strong gains in quarter and year-to-date; outperformed all fixed income. 

 U.S. Real GDP:  +1.4% in Q2 (annualized) from +0.8%, +0.9% and +2.0% in the prior three Q’s, respectively.   
 

 
 
 
Third Quarter (Q3) Markets Review 
 
Stocks worldwide rallied in the third quarter as investor confidence and risk appetite improved.   Most U.S. indices and sectors 
posted solid gains with noteworthy leadership from semiconductors, techs generally, regional banks and economically cyclical 
transports.   Utilities and drug makers were downside standouts.  The Nasdaq Composite Index turned in an impressive Q3 
performance, which reversed a first half loss into a year-to-date gain.  High-yield bonds continued to outperform all fixed 
income.  High quality corporate bonds ended the quarter in the black, while U.S. Treasuries gave up a little ground after an 
exceptionally strong first half.  The U.S. Dollar surrendered most of its post Brexit gains and while volatile, crude oil ended 
nearly unchanged.   
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     10 Year Treasury Yield:  1.61% 

 
 
 
Most markets shook-off worries over late June’s Brexit vote outcome.   We expected heightened volatility, but it appears that 
for now, investors have been willing to compartmentalize Brexit as more of a political event and less an economic event that 
could truly dampen longer-term global business prospects.     As the fourth quarter begins, market participants are broadly 
focused on monetary policy of the U.S. Federal Reserve and other central bankers and the U.S. presidential election, while 
evaluating the steady flow of fresh economic data for early signs of slowing or acceleration in the modest pace of global 
growth. 
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GPM client portfolios are actively managed using two distinct strategies.  
 
Our long-term growth strategy is built on a solid, well-focused foundation of approximately 30 GPM Grade individual stocks.    
We invest primarily in high quality, high ROE, U.S. based companies, small, mid and large that we believe will deliver rewarding 
long-term growth in sales, earnings, cash flow, dividends and ultimately, stock prices.  We want to own great businesses for 
the long-term – our successful investment philosophy for over 30 years.    
 
In our moderate risk, balanced strategy, we add a well-diversified bond component to generate higher overall portfolio cash 
flow, buffer risk and reduce stock driven volatility. 
 
GPM long-term growth portfolios posted solid gains in Q3, which more than offset the modest loss recorded in the first half 
of the year.   As a result, YTD performance is positive.   We closed out of two longer term holdings during the quarter and 
selectively reduced the size of certain positions that became disproportionately large due to substantial price appreciation.   
We bought one new stock and opportunistically added or boosted the size of several core positions.   We owned 26 stocks at 
quarter-end.  Our GPM Grade focus list is comprised of about fifty additional companies we follow closely and would like to 
own at the “right price”.    
 
Previously, in our second quarter review, we discussed how first-half performance was negatively 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.   Six of the seven members of this group posted gains of 6% to 21% in Q3, with only 
Nike declining.   
 
We are very confident in our portfolio companies and overall positioning.   
 
GPM balanced portfolios performed well in Q3.  When added to first half gains, year-to-date performance is solidly positive.   
As a reminder, allocation in balanced portfolios ranges from 35% stocks/65% bonds in moderate risk accounts to 65% 
stocks/35% bonds in accounts desiring more growth potential.  In Q3, high-yield bonds delivered a strong positive 
contribution, followed closely by stocks and less so by investment grade bonds.    The bond component of balanced portfolios 
continued to experience lower volatility, due in part to the substantial repositioning we completed in the first quarter. 
 
We continue to believe that with modest global growth expected and U.S. elections in the cards, U.S. Fed rate policy is on 
hold until December and that interest rates will remain low longer.   After several quarters of negative comparisons, we 
expect a resumption in U.S. corporate earnings growth in the fourth quarter.     
 

 
We encourage you 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. 


