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MESA: Monthly Market Flash June 2017
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Market Overview
 Global equity markets were mostly higher in June, continuing a trend that has

been in place most of the year. Investors have pushed equity shares higher
thanks to an attractive mix of accommodative monetary policies globally and
stable/improving economic growth conditions.  The U.S. has been seen as
further along the growth recovery, and has been boosted by the stated goals
of the Trump administration.  Results have been hard to secure, however, as
all the major initiatives, such as healthcare and tax reform, remain elusive.
Debate in June focused on the revised healthcare bill passed by the House of
Representatives, and how quickly it will progress through the Senate. In
addition, the administration’s handling of the probe into Russia’s involvement
in the Presidential election remains a key concern for investors. U.S. economic
data remained positive, however, with June seeing solid results from new and
existing home sales in May, an area that had been lagging.

 Non-U.S. developed markets were mixed in June, with the largest European
countries posting losses after several months of solid gains. Political
uncertainty in the U.K. was a concern for investors as parliamentary elections
took center stage. Meanwhile, European investors were unsure of how to
digest a moderate 1st quarter GDP reading for the Eurozone while inflation
statistics lagged desired levels.  Adding to the uncertainty has been the high
profile banking takeovers within Spain and Italy.  While the takeovers have
created near term stability, concerns remain that additional bank transactions
may be necessary to support weaker entities.

 The U.S. Federal Reverse Open Market Committee raised interest rates at its
June 14th meeting, a move that was highly anticipated by the market.  The
Fed’s own guidance suggests one additional hike is likely in 2017, with a
similar pace of rate increases expected in 2018. This may change as the
impact of unwinding the Fed’s balance sheet is better understood. While the
U.S. has been alone in hiking policy rates so far, other markets may be heading
in that direction soon. Hawkish comments by both the ECB and BoE raised the
prospect that quantitative easing may be reduced. Specifically, at its June 8th

meeting the ECB changed language suggesting rates needed to move lower,
while the BoE kept rates at 0.25% during its most recent meeting despite a
growing number of members suggesting hikes were needed to offset rising
inflation.
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MESA: Monthly Market Flash June 2017

Month Year to Date Month Year to Date
S&P 500 0.62 9.35 MSCI EM ($) 1.01 18.43

Russell 2000 3.46 5.00 MSCI EM Asia ($) 1.82 23.30

MSCI EAFE ($) (0.18) 13.80 MSCI EM EMEA ($) (2.28) 4.92

MSCI Europe ($) (1.09) 15.36 MSCI EM Latin America ($) 0.66 10.13

MSCI UK ($) (1.94) 10.00 Source: eVestment Alliance, MSCI

MSCI Japan ($) 1.06 9.92

MSCI Pacific ex Japan ($) 2.05 13.47
Source: eVestment Alliance, MSCI

Developed Market Returns (%) Emerging Market Returns (%)

Month Year to Date Month Year to Date

Bloomberg Barclays Aggregate (0.10) 2.28 Citigroup Non-U.S. WGBI Hedged (0.49) 0.24

Bloomberg Barclays Government (0.16) 1.85 Citigroup Non-U.S. WGBI Unhedged (0.12) 5.91

Bloomberg Barclays U.S. TIPS (0.95) 0.85 JP Morgan EMBI Global (0.26) 6.21

Bloomberg Barclays U.S. Inv. Grade Corp. 0.31 3.81 Source: eVestment Alliance, Citigroup, JP Morgan

Bloomberg Barclays U.S. Mort. Backed (0.40) 1.35

Bloomberg Barclays U.S. High Yield 0.14 4.94

Credit Suisse Leveraged Loan (0.06) 1.97
Source: eVestment Alliance, Bloomberg Barclays, Credit Suisse
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Equity Markets
 Global equity market performance was mixed in June, with gains seen in the U.S.,

developed Asia and the emerging markets, while a poor month out the U.K.
contributed to Europe finishing the period in negative territory.  The S&P 500 index
gained 0.62% for the month, the 8th straight monthly gain, although market
leadership changed during the period with a rotation to several value sectors
driving the gains. Top-performing financial stocks were up 6.4% after falling the
three previous months, while technology, the strongest gainer year-to-date
(+17.2%) was among the month’s laggards with a 2.7% decline in June.  Also
bucking the 2017 relative performance trend was the strong showing for the small
cap index, with the Russell 2000 up 3.5%, only the 2nd month this year that small
caps have outperformed.  The U.K. market was hampered by uncertainty regarding
elections, while Japan was positive in dollar terms due to a 1.5% increase in the
value of the yen.  Emerging markets were mixed but with solid results out of Asia,
especially China, the overall index finished higher. Also performing well was
Mexico thanks to a strong rebound in the peso versus the dollar.  Russia and other
oil-centric exporters found the month challenging, as crude oil drifted below $47.

Fixed Income Markets
 Yields were higher across the U.S. yield curve except at the long end, where the 30-

Year Treasury yield fell by 3 bps. The increases were most pronounced for the 5-
Year, which increased by 13 bps to 1.88%, while the yield on the 10-year increased
by 9 bps to end the period with a yield of 2.30%. Rates on the 10 year hit a post-
election low mid-month, before climbing on concerns that global quantitative
easing would moderate This increase in yields, coupled with minimal movement in
credit spreads and weakness from agency MBS given the Fed’s plans to reduce
their holdings, pushed the Bloomberg Barclays Aggregate index (-0.1%) into
negative return territory. Yield increases were more pronounced in Europe,
resulting in larger losses for the non-U.S. investment grade benchmarks.

Alternative Strategies
 The HFN Hedge Fund Aggregate index fell 13 bps in June, the first negative month

for the hedge fund index since October last year (-52 bps).  The index was
influenced by a large decline in CTA/managed futures managers, which in
aggregate lost 2.9% on the month.  Equity-oriented long/short and hedged
strategies were the month’s best gainers, helped by gains for both U.S. small cap
stocks and decent results within the Asian and emerging equity markets.


