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Investors turned their attention to fundamentals in June, eyeing 
improvement in corporate earnings and strength in the banking 
sector. The Fed hiked rates another quarter-point in the month 
despite a small retreat in the monthly inflation numbers.

The Economy: Signs of strength in recent monthly inflation reports had given investors hope that 
the current economic expansion was on solid footing. But May’s report showed 
annual inflation at both the headline level and the core rate (which excludes food 
and energy) dropped below 2%. (See chart below.) Even the Federal Reserve’s 
preferred barometer of inflation—the personal consumption index (PCE)—dipped 
to its lowest annual rate in six months in May. Weakness in consumer spending, 
a main driver of the U.S. economy, was seen as the primary culprit. Still, other 
measurements of the U.S. economy continued to point to ongoing strength. The 
employment markets remained healthy, with the U.S. unemployment rate reported 
at 4.3%, its lowest level in 16 years. GDP growth in the U.S. also remained positive, 
if modest. GDP growth for Q1 was revised up to an annual rate of 1.4% and 
forecasts for Q2 show an economy that continues to strengthen and expand.
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Chart 1: U.S. headline inflation rate, annualized

Source: TradingEconomics.com, U.S. Bureau of  Labor Statistics



Equities: U.S. stocks, as measured by the broad-based S&P 500 Index, rose moderately in 
June by 0.6% and closed a strong first-half of 2017 with a total return of over 
8%. Much of the gains were based on good fundamentals, including continuing 
improvement in U.S. corporate earnings. The current phase of the bull market is 
also notable for how calm it has been; the VIX Index—also known as Wall Street’s 
“fear gauge”—is as low as it has been in over 10 years. That doesn’t mean stocks 
aren’t risky right now—the price/earnings ratio for the S&P 500 sits above 23 as of 
June 30, considerably higher than its long-term average. Among industry sectors, 
technology stocks cooled off from its recent torrid run of strong returns but still 
remains the best performing sector year-to-date. Financial stocks shined in June 
after the big banks passed the latest round of stress tests and many announced 
large dividend payouts following the news.
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Sector Performance:
Ranked by previous month 
total return best to worst

Financials 6.4%
Favorable results from the recent stress tests 
boosted big banks.

Health Care 4.6%
Uncertainty over “Obamacare” changes didn’t faze 
investors; biotech firms up 10% for the month

Real Estate 1.9%
Retail REITs rebounded and health care REITs 
also strong

Materials 1.8%
Chemical makers remained strong while gold 
producers lagged

Industrials 1.4%
A good month for transport and logistics firms; 
aerospace and defense companies were flat

Energy –0.2%
Flat performance for the big names; equipment 
and exploration firms declined

Consumer Discretionary –1.2%
E-commerce and cable firms slipped on likely 
profit-taking

Consumer Staples –2.2%
Weakness in packaged foods and household 
products dragged down performance

Technology –2.7%
The largest S&P 500 sector cooled off  but still 
the best performer YTD

Utilities –2.7%
Expectations for higher interest rates dented 
returns for yield-friendly electrics

Telecom –2.9%
Tight squeeze on profit margins continued to 
dampen this sector

Source for equity sector total return data: S&P Dow Jones Indices, Index Dashboard: U.S., June 30, 2017
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Past performance does not guarantee future results. There is no guarantee that any investment strategy or account will be 
profitable or will not incur loss. Investors should consider the investment objectives, risks, charges and expenses that make up 
this investment strategy carefully before investing. Investing involves risk, including the possible loss of  principal. Share price, 
principal value, and return on investments will vary, and you may have a gain or a loss when you sell your investment.

This presentation and the data herein is neither an offer to sell nor a solicitation of  any offer to buy any securities, investment 
product or investment advisory services offered by Post Oak Private Wealth Advisors. (“Post Oak”) This presentation is subject to a 
more complete description and does not contain all of  the information necessary to make an investment decision, including, but 
not limited to, the risks, fees and investment strategies of  any Post Oak products or services. Any offering is made only pursuant 
to the relevant information memorandum and accompanying, subscription materials, including Post Oak’s Form ADV Part 2, all 
of  which must be read in their entirety. This information is not an advertisement and is not intended for public use or distribution 
and is intended exclusively for the use of  the person to whom it has been delivered. The contents of  this report have been 
compiled from original and published sources believed to be reliable, but are not guaranteed as to accuracy or completeness.  
Market opinions contained herein are intended as general observations and are not intended as specific investment advice. Market 
index performance is provided by a third-party source deemed to be reliable. Indexes are unmanaged and have been provided for 
comparison purposes only. No fees or expenses have been reflected. Individuals cannot invest directly in an index.

Bonds: Yields on 10-year Treasury notes ended June higher at 2.30%, but much of that 
rise happened during the last week of the month. 10-year yields had fallen to as 
low as 2.12% in mid-month, as the weak inflation data weighed on investors. 
Bond markets eventually turned their attention to central banks, particularly the 
European Central Bank (ECB), which announced on June 27 they may soon end 
its stimulative monetary program in the Eurozone area. The ECB’s monetary policy 
has trailed the U.S. Federal Reserve, which hiked rates on June 14 for the fourth 
time since December 2015. The Fed reiterated its pledge to one more rate hike this 
calendar year, although markets continued to give this possibility 50/50 odds as of 
month end. In corporate bond markets, yields on both investment grade and high 
yield bonds rose but not as much for high yield bonds, which continued to see 
increased demand from yield-hungry investors.

The Month Ahead: How long will the good times continue? That will be the question on the minds of 
stock investors as the bull market plows ahead, seemingly undeterred by heightened 
political risk or doubts over tax reform or fiscal stimulus. Investors can take heart in 
the robust performance of U.S. companies and the prospects for continued growth 
in the U.S. economy. Any optimism should be viewed with an eye toward risk, 
especially with stocks at nosebleed valuations and bonds not looking much better 
with interest rates on the rise. 


