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Market Overview 

U.S. equi es generated modest gains in the second quarter. 

Improving economic data, con nued easy global monetary policy 

and increased merger and acquisi on ac vity combined to help 

sustain higher equity prices. Geopoli cal risks, however, now 

including those in Greece and China, caused increased market 

vola lity.  

The tenuous financial situa on in Greece could be nearing a 

resolu on. Europe has had years to prepare for a possible Greek 

Eurozone exit, and global economies generally are much healthier 

compared to five years ago. Making up less than 1% of global GDP, 

risks associated with Greece appear to be contained. Preven ng 

instability from spreading to other southern European economies 

could be the challenge. 

The situa on in China is different. China’s economy is undergoing 

structural changes as it evolves from export and investment driven 

growth to include more consump on ac vity. That fundamental 

shi , combined with the recent weakness in China’s equity markets, 

created increased concern for future growth of the world’s second 

largest economy. 

Despite these concerns, the global economy today is be er 

posi oned to handle these poten al issues than it has been in years. 

We believe the markets and the global economic picture will 

con nue to improve.  
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Growth Strategies 

Growth stocks once again outperformed value stocks in the second 

quarter, which benefited the Geneva growth strategies. The market 

rewarded high quality companies with impressive earnings growth, 

especially those in the health care and consumer discre onary 

sectors.  

The strategies have large alloca ons to the consumer discre onary 

sector. Low energy prices and declining unemployment con nue to 

improve consumer confidence and we do not expect either of these 

condi ons to change drama cally in the near term. 

High quality growth companies remain a rac ve rela ve to their 

own historical valua ons and to the broader equity market. We are 

op mis c for the strategies as we look ahead. 

 

Equity Income Strategies 

Our equity income strategies invest in high quality companies with 

strong and growing dividends. At this stage in the market cycle, we 

believe broad stock market returns could moderate. Historically, 

dividend growers have outperformed the S&P 500 in these 

condi ons. 

U lity stocks con nued to decline in the second quarter. Expecta on 

of rising interest rates has appeared to reverse the yield‐chasing 

performance that has characterized the sector for the past few 

years. Valua ons within the sector remain rela vely high and we 

would not be surprised to see further weakness. 

Our strategies are well posi oned for a poten al rising interest rate 

environment with limited exposure to REITs, u li es and MLPs 

rela ve to our historical averages. 
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Fixed Income Commentary 

The fixed income market delivered nega ve returns in the second 

quarter. The threat of global defla on eased, resul ng in sovereign 

debt yields moving higher.  Despite moderate economic growth 

signals and increasing expecta ons for refla on, corporate bonds 

underperformed treasuries during the period.   

Fixed income markets are likely to focus on Federal Reserve policy 

and geopoli cal risks, including those in Greece and China. We 

believe corporate bonds remain a rac ve rela ve to other fixed 

income investments. Higher corporate cash balances and historically 

low leverage support our favorable view of corporate bonds. 

Investors con nue to seek high yielding corporate bonds in a low 

interest rate environment. We believe a deep analysis of credit 

fundamentals is impera ve. We will con nue to conduct a thorough 

credit analysis for bonds we purchase and ensure risks are 

appropriately aligned with a client’s objec ves. 

 

Looking Ahead 

Statements from the U.S. Central Bank con nue to prepare investors 

for an increase of their target overnight lending rate. Absent an 

unexpected steep increase in infla on, the Fed has made it clear 

they will move slowly with interest rate increases. We believe a slow 

ghtening cycle will be posi ve for equity investors. 

We would not be surprised to see increased market vola lity in the 

months ahead, par cularly for interna onal markets. A long‐term 

perspec ve and a disciplined strategy con nue to be the best way to 

manage investments over me.  

As always, earnings growth will con nue to be cri cal. Stock prices 

remain above historic averages and expanding valua ons are no 
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Please remember that past performance may not be indica ve of future results.  Different types of investments involve vary‐
ing degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strat‐
egy, or product (including the  investments and/or  investment strategies recommended or undertaken by Geneva Advisors, 
LLC), or any non‐investment  related content, made  reference  to directly or  indirectly  in  this newsle er will be profitable, 
equal any corresponding  indicated historical performance  level(s), be suitable  for your por olio or  individual situa on, or 
prove successful.  Due to various factors, including changing market condi ons and/or applicable laws, the content may no 
longer be reflec ve of current opinions or posi ons.   Moreover, you should not assume that any discussion or  informa on 
contained in this newsle er serves as the receipt of, or as a subs tute for, personalized investment advice from Geneva Ad‐
visors, LLC.  To the extent that a reader has any ques ons regarding the applicability of any specific issue discussed above to 
his/her individual situa on, he/she is encouraged to consult with the professional advisor of his/her choosing.  Geneva Advi‐
sors, LLC is neither a law firm nor a cer fied public accoun ng firm and no por on of the newsle er content should be con‐
strued as legal or accoun ng advice.  If you are a Geneva Advisors, LLC client, please remember to contact Geneva Advisors, 
LLC, in wri ng, if there are any changes in your personal/financial situa on or investment objec ves for the purpose of re‐
viewing/evalua ng/revising our previous  recommenda ons and/or  services. A copy of  the Geneva Advisors, LLC’s current 
ADV Part 2A discussing our advisory services and fees is available upon request. 

Looking Ahead (cont.) 

longer a likely catalyst for stock apprecia on. As we have men oned 

in previous le ers, the ability to iden fy high quality companies will 

be essen al, and the benefits of ac ve management will be clear. 

We believe this is an advantageous  

market for ac ve managers such as Geneva. The companies we own 

are pos ng impressive earnings growth and providing strong 

expecta ons for the second half of the year. 

Please expect an email from your custodian providing direc ons to 

sign up for online access to your accounts. This will provide you with 

secure access to your account informa on virtually any me, while 

saving me and paperwork. 

Thank you for the con nued trust you have placed in Geneva. The 

Principals and employees of Geneva and our families con nue to be 

your partners, inves ng in the same strategies as our clients. 


