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Performance Summary 
Despite a lot of scary headlines, the overall theme of the second quarter was sideways market movement. If you had gone on vacation and ignored 
the market from the end of Q1 (March 31) to the end of Q2 (June 30), you never would have known there was one potential crisis in the news after 
another that pulled markets up and down, since the DJIA only moved down -156.61 points, or -0.3% for the quarter overall. 
 
We recommend ignoring the market noise and reactionary headlines. Most of Q2’s small drop in the DJIA occurred on June 29, when it became 
obvious that Greece would default on its €1.7 billion payment to the IMF. When the market experiences extreme positive or negative volatility at the 
end of a quarter like this, it can change investors’ overall mood, but the reality is that the quarter didn’t change that much from start to finish. 
 
The table below illustrates the performance for stock and bond markets: 

Indices 1st Quarter 2nd Quarter 2015 YTD 
S&P 500 1.0% 0.3% 1.2% 
DJIA 0.3% -0.3% 0.0% 
MSCI Developed EAFE (international) 5.0% 0.8% 5.9% 
BarCap Aggregate Bond Index 1.6% -1.7% -0.1% 

 
Based on price/earnings ratios, we consider the S&P 500 to be fully valued, or perhaps even overvalued in some areas. If interest rates stay low 
and corporate profit margins stay high, then these valuations are justified. If rates are set to go up, then they may not be justified...and remember, 
the Fed is projected to start raising rates this fall. We are likely to see further volatility or short-term periods of price pressure.  
 
Analysis 
In an overvalued market, any news, even things like the Greek default that do not directly affect U.S. investors (see explanation in the investment 
commentary from our Portfolio Manager), can create higher-than-usual market movements up or down. We see four major areas that will continue 
to spark market volatility in Q3: 
 

1) Greece: We’ve already seen investor panic over an economy the size of Detroit can move domestic markets to the downside. The Greek 
situation is unlikely to change the positive economic trajectory of Europe and the U.S. overall, but it may continue to rattle the market. 

2) China: Normally stock markets and economies rise or fall together, but China’s market ballooned far beyond the rate its economy was 
expanding. Finally that bubble popped, with the Shanghai Composite tumbling over 30% since mid-June. This is very serious for Chinese 
investors, but we have no exposure (in fact, neither do most American investors). The larger concern is China’s slow economic growth—it’s 
still growing, but at the lowest level since 2009. When a giant economy contracts, it slows down the wheel of international commerce, which 
in turn can impact our own economy and scare investors. 
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3) Weak domestic economic numbers. U.S. real GDP decreased 0.2% in Q1 after rising 2.2% in Q4 of 2014. This short-term drop isn’t 
reason to panic, and we are still on track to increase GDP by approximately 2% for 2015. But GDP corresponds to corporate growth, so if 
low GDP numbers continue, it will indicate that corporate growth is slowing too. This could trigger a correction if the market is overvalued. 
Think of it this way: why would you pay a premium for stock in a company that isn’t growing fast enough to justify a higher price? 

4) Pending rate move from the Fed. Everyone knows the Fed Funds rate will rise sometime this year. Though anticipation creates volatility 
in markets, the important thing to watch is the rate of increase, not the date of the increase. Because of issues in China and Greece (and 
by extension, the E.U.) it’s very likely the rate of increase may be slower than initially expected. This is a positive for markets because the 
low rate of borrowing will continue. 

 
Looking Ahead 
 

“I look to the future because that’s where I’m going to spend the rest of my life.” 
--George Burns 

 
How can we create real wealth for the future when we do not know what the next day in the markets will bring? It’s not a secret. Real wealth comes 
from saving more and spending less. If you are better at this than other people, your portfolio will grow over time and you will have more wealth. 
No, it’s not sexy, and yes, it’s kind of like nagging your children to eat their vegetables—but especially in periods of higher market valuations with 
rising rates around the corner, you want to focus on the aspects of personal finance you can control. This is the exact time to make sure you’re 
diversified and following a disciplined savings plan. 
 
We can also take a hint from the corporate world. Many companies are doing a lot of mergers and acquisitions right now to take advantage of low 
borrowing rates, and according to the Investment Company Institute, $24.29 billion was shifted to bond funds in Q2. Both of these are defensive 
strategies in the face of the unknown.  
 
We know markets are waiting for some news item to trigger a reaction, so we have to be defensive. Part of that is saving more and spending less, 
but a defensive investment strategy is also key. See the Investment Commentary for full details on our plan. 
 
I wish you and your family plenty of health, wealth and happiness!  As always, please continue to update us on any changes in your financial 
situation.  Please keep in mind that we are always delighted to have the opportunity to assist your friends and family with their financial lives. 
 
  



 
 

                                         Second Quarter 2015 Market Review 
 

 
 
 
 

Virginia Office 20365 Exchange Street, Suite 200 
Ashburn, VA  20147 

                   Maryland Office 401 N. Washington Street, Suite 330 
Rockville, MD  20850 

 
Tel  240-268-1000 | Fax  240-449-8818 | Toll Free  877-268-1200 

www.halpernfinancial.com 
 

Important Disclosure Information 
Past performance may not be indicative of future results.  The above individual account performance information reflects the 
reinvestment of dividends (to the extent applicable), and is net of applicable transaction fees, Halpern Financial, Inc.’s investment 
management fee (if debited directly from the account), and any other related account expenses.  Account information has been 
compiled solely by Halpern Financial, Inc., has not been independently verified, and does not reflect the impact of taxes on non-
qualified accounts.  In preparing this report, Halpern Financial, Inc. has relied upon information provided by the account custodian.  
Please defer to formal tax documents received from the account custodian for cost basis and tax reporting purposes.  Please 
remember to contact Halpern Financial, Inc., in writing, if there are any changes in your personal/financial situation or investment 
objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services, or if you want to impose, 
add, to modify any reasonable restrictions to our investment advisory services.  Please Note:  Unless you advise, in writing, to the 
contrary, we will assume that there are no restrictions on our services, other than to manage the account in accordance with your 
designated investment objective.  Please Also Note:  Please compare this statement with account statements received from the 
account custodian.  The account custodian does not verify the accuracy of the advisory fee calculation.  Please advise us if you have 
not been receiving monthly statements from the account custodian.  A copy of our current written disclosure statement discussing our 
advisory services and fees continues to remain available upon request.   

 


