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Market Overview 
 

� Political and macroeconomic developments dominated market action 

in June.  In the U.S., a weak payroll report showing only 38,000 new 

jobs created in the prior month, in addition to the Fed’s decision to 

keep rates on hold and reduce projections for future hikes, put 

downward pressure on rates.  On the evening of June 23rd, U.K. 

referendum results to exit the European Union caused sovereign rates 

across the globe to decline in a dramatic flight to safety.  Interest rates 

on the 10year Treasury declined by 38 bps to 1.47% in June while 

rates on the U.K. Gilt declined by 56 bps to 0.87%. Germany joined 

Japan as a sovereign with a negative yield at the 10year point on the 

curve as the Bund declined from 0.14% to 0.13% while JGBs declined 

from 0.12% to 0.22%.  The yield carry of U.S. debt continues to 

represent a relative bargain among developed markets. 

 

� NonU.S. developed market equities, particularly those of European 

countries, were lower on the heels of the surprise decision by the U.K. 

to be the first country to leave the Euro.  Both the Bank of England and 

the European Central Bank (ECB) vowed to provide liquidity support in 

response.  Earlier in the month, the ECB began buying the debt of non

bank corporations in its continuing effort to provide economic stimulus 

to the region, only to find itself faced with another challenge to 

growth.  In emerging markets, equities which had already recognized a 

strong rally on an increase in commodity prices had another good 

month as prospects for a U.S. rate hike seemed more remote.  EM debt 

and currency markets rallied.  The Brazilian Real was up 12% in June.  

Currency volatility was significant across developed markets as well 

with the British Pound declining by 8% versus the U.S. Dollar.  The Euro 

was modestly lower while the Yen rallied strongly as a safe haven. 

 

� Elsewhere, REITS did particularly well on a decline in interest rates and 

solid fundamentals adding to its strong results yeartodate.  Crude oil 

rose to more than $50/bbl before settling at $48 by month’s end.   
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Month Year to Date Month Year to Date

S&P 500 0.26 3.85 MSCI EM ($) 4.00 6.41

Russell 2000 (0.06) 2.22 MSCI EM Asia ($) 2.96 2.41

MSCI EAFE ($) (3.36) (4.42) MSCI EM EMEA ($) 3.35 11.49

MSCI Europe ($) (4.45) (5.13) MSCI EM Latin America ($) 11.45 25.47

MSCI UK ($) (3.59) (3.05) Source: eVestment Alliance, MSCI

MSCI Japan ($) (2.46) (5.57)

MSCI Pacific ex Japan ($) 0.81 2.47

Source: eVestment Alliance, MSCI

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

Month Year to Date Month Year to Date

Barclays Aggregate 1.80 5.32 Citigroup NonU.S. WGBI Hedged 2.43 7.40

Barclays Government 2.14 5.22 Citigroup NonU.S. WGBI Unhedged 4.42 13.50

Barclays U.S. TIPS 2.08 6.25 JP Morgan EMBI Global 3.73 10.89

Barclays U.S. Inv. Grade Corp. 2.25 7.67 Source: eVestment Alliance, Citigroup, JP Morgan

Barclays U.S. Mortgaged Backed 0.81 3.10

Barclays U.S. High Yield 0.92 9.06

Credit Suisse Leveraged Loan 0.03 4.22

Source: eVestment Alliance, Barclays, Credit Suisse
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Equity Markets 
 

Most developed markets struggled during the month as the equity market fallout 

from Brexit and currency volatility weighed on returns.  In the U.S., large 

capitalization stocks managed a slight gain on the month and a 2.5% return for the 

quarter.  Value stocks beat growth as defensive sectors such as utilities, consumer 

staples and telecom did well.  Energy stocks also continued to rebound on a 

recovery in oil prices.  Sectors recognizing losses included financials, consumer 

discretionary and IT.  In nonU.S. developed markets, financials stocks were under 

considerable pressure given the U.K.’s significant participation in the globally 

interconnected segment and lingering issues in the banking sector particularly in 

southern European countries.  The MSCI EAFE Index was down more than 3% in 

June, ending the quarter with a loss of 1.46%.  Emerging markets outperformed 

developed markets by a wide margin led by advances in Latin America, particularly 

Brazil (19.5%) on the back of commodity price gains, greater optimism over the 

country’s new political leadership and potential bottoming out of the recession. 
 

Fixed Income Markets 
 

� In the U.S. interest rates declined across the curve and the yield curve flattened.  

Spread sectors could not keep up with the Treasury market during the month.  

Investment grade corporates underperformed likeduration Treasuries by 38 bps 

with similar underperformance in MBS (31 bps) and CMBS (31 bps).  Performance 

for the quarter was considerably better though with corporates outperforming 

Treasuries by 99 bps.  MBS did less well at 3 bps of outperformance on concern 

over prepayments.  High yield returned 0.92% on the month adding to its gains for 

the quarter (5.52%) and yeartodate (9.06%) as investors searched for yield and 

energy credits rebounded.  The segment ended the quarter with a yieldtoworst 

of 7.27% and an optionadjusted spread of 594 bps.  Global bond markets across 

the globe did well on a decline in rates and flight to safety.  
 

Alternative Strategies 
 

� Hedge fund strategies were generally disappointing with a few exceptions 

including fixed income relative value, distressed strategies on a rebound in the 

beaten down energy sector while moves in rates, commodity and currency 

markets were of benefit to active trading strategies in the managed futures 

segment.    

   


