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The second quarter of 2016 has been a tale of two markets.  Most of the quarter was characterized by lackluster 

market direction with little news or economic data points to influence investor sentiment.  The other market of 

the quarter was the volatile one that has dominated the news cycle the last few weeks, with its focus on the 

United Kingdom (UK) vote to remain or leave the European Union (EU) after 43 years of participation.  

For the quarter, the S&P 500 closed +2.46% and +3.84% year-to-date, the Dow closed +1.38% and +2.90% 

year-to-date, and the NASDAQ closed -0.56% and -3.29% year-to-date.    The yield on the 10-year Treasury 

bond closed at 1.49% after seeing risk-averse investors fleeing to perceived safer investments in U.S. 

government bonds.  Oil, as measured by the WTI, closed at $48.33, up substantially from its February low of 

$26. 

The markets, in general, had a strong rally into the days leading up to the Brexit vote, clearly anticipating that 

the polls were correct in stating that the outcome would be to remain in the EU.  In fact, the S&P 500 was 

brushing up on its all-time high of 2130 from May, 2015. The surprise result to leave, and by such a narrow 

margin of 52% to 48%, caused markets around the world to sell off sharply. Short term, we expect to see 

continued volatility, as evidenced by market movements since the vote.  It could take years before any new trade 

agreements between the UK and the EU are ratified.  Until then, trading between nations as it stands today will 

remain the same.  The bigger issue for now is whether or not this sets the stage for other members of the EU to 

follow, which could cause more political unrest and European fragmentation.  How these geopolitical events affect 

global growth will take time to play out.  

Amongst all this uncertainty from abroad, we think that this is a political crisis, unlike the collapse of Lehman 

Brothers in 2008.  Bank balance sheets outside of southern Europe are healthier now, and central banks could 

intervene with stimulus, if needed.  The vote to leave the EU was a clear statement against the political 

establishment, much like what we are seeing here at home with the rise in popularity of Donald Trump and 

Bernie Sanders. The recent volatility is an emotional response to a political event, and volatility creates 

opportunity.  The U.S. continues to be the best place to invest, especially because U.S. companies are more 

insulated from global economic disruptions. However, future Fed action, the Presidential election outcome, the 

price of crude, and the prospect for earnings growth in the second half of the year will continue to weigh on the 

market.  As always, we continue to monitor the investment landscape and maintain our disciplined approach to 

managing your money and achieving your goals. 

Thank you for your business, and we look forward to talking to you.  
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