
 

 

 

Market Update – July 2017  

 Stocks posted impressive gains in July, lifting year-to-date results to nearly +15% for the 

broad MSCI ACWI Index, which includes stocks around the globe1.    

 International and Emerging Markets maintain a healthy lead on US equities year-to-date. 

 Volatility remains muted, despite some deterioration in key economic indicators in the US 

(most notably auto sales and ISM Non-Manufacturing Index in recent weeks), dysfunction 

in DC, and heightened geopolitical risks. On the flip side, sentiment measures remain 

largely positive, and Q2 earnings are coming in better than expected.   

 After a brief pullback in June, growth-oriented sectors (especially Technology and 

Biotech) once again led the charge and are both up over +20% on the year1. 

 Interest rates were fairly stable on the month, with the 10-year US Treasury yield drifting 

lower from 2.3% to 2.2% at month-end1.       

  

Equities 

Here we go again – another month, another move higher in stocks. As we write this, the Dow 

Jones Industrials Average hit yet another all-time record, notching its ninth straight record closing 

high, sailing through the 22,000 level.  The Goldilocks’ market environment (not too hot, not too 

cold) is alive and well…at least for now. The global economy is expanding, unemployment just 

hit the lowest level in 16 years, inflation is modest and under control, central banks are still 

accommodating, confidence is high, volatility is low, and stocks seemingly go up each day! Thus 

far, market participants have been quick to gloss over bad news or other developments that 

could often invoke fear and cause the market to stumble. While we do see some reasons to be 

more cautious on the margin, especially in US equities, our big picture views have not changed. 

Please see our most recent market updates for more specifics on our views and thoughts on 

positioning. 

As we alluded to above, company-specific second quarter results (most of which are reported 

in July and early August) have been impressive. As of August 4th, 84% of S&P 500 Index 

companies have reported results; 72% of companies have beat earnings estimates (versus the 5-

year average of 68%) and 70% of companies have beat revenue estimates (well above the 5-

year average of just 53%, likely because it’s a lot more difficult to manipulate sales versus 

earnings!). Q2 blended earnings are now showing growth over +10% year-over-year2.  If that 

holds, it will be the first time we see two consecutive quarters of double digit growth since 2011. 

The sectors with the largest upside surprise to earnings have been Healthcare, Financials, and 

Technology. 

What’s been interesting and notable this quarter has been the market’s reaction to the 

seemingly strong financial results…the average price move (2 days prior to through 2 days after 
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reporting) for companies that beat earnings is -0.1%, while the average price move for those 

that miss earnings is -2.6%2.  In other words, the market isn’t giving much credit for “beats”, but is 

punishing companies that miss expectations and/or issue lackluster guidance.  Additionally, if 

one simply looks at the Dow Jones Industrial Average Index (which is made up of just 30 stocks, 

only a small number of which have driven the market in recent weeks), it appears the market 

has robust momentum…but broader benchmarks (the S&P 500 Index and the Russell 2000 Index, 

for example) have seemed to hit a wall and are showing some signs of deterioration.     

 

Fixed Income 

Bonds, as represented by the Bloomberg Barclays US Aggregate Index, eked out gains of +0.4% 

in July, lifting year-to-date results to +2.7%. Notably, the one-year return is negative, at -0.5%. 

While the Federal Reserve still expects three hikes this year (we have had two already), the 

market is now placing only 50/50 odds on a rate hike in December.  We realize we sound like a 

broken record on this one…but our views on Fixed Income remain muted.  While we do not think 

interest rates are going to spike higher in the near-term, we do not believe investors are being 

compensated adequately for the level of risks in most traditional Fixed Income strategies and do 

think the path of least resistance for interest rates is higher. As a result, we are proponents of 

complementing traditional exposures with strategies that have little in common with most US-

focused Fixed Income benchmarks (which have significant exposure to low-yielding government 

securities that carry meaningful interest rate risk). 

 

Thoughts of the Month 

LIFE INSURANCE IN BUSINESS SITUATIONS: THINGS TO CONSIDER3 

 

Many businesses use life insurance to solve potential business problems.  Some use coverage to 

help provide money for a business buyout in the event of the owner’s death.  Others buy 

insurance on the lives of key employees, to help protect the business financially in the event 

something happens to important executives.                  

 

If a business is a candidate for implementing life insurance-based employee benefits, what are 

the usual choices? 

 

 Bonus plan, under which the employer pays an employee extra compensation to help 

pay for needed personal life insurance coverage. 

 

 Split dollar plan, where the employer and the employee divide up the responsibility for 

premiums, income taxes and life insurance policy benefits in a way that conforms with 

intricate IRS rules. 

 

 Deferred compensation, a way that an employer can enter into a detailed wage 

arrangement with a key employee that maximizes an employer’s ability to influence the 

executive’s future behavior. 

 

Picking the right kind of life insurance-based employee benefit plan depends on many factors:  
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 Is the proposed insured an owner of the company, or a non-owner employee?  

 What are the marginal income tax brackets of the company and the insured?  

 What is the purpose of the life insurance benefit?  

 How important is control of the insurance policy for the insured or the company?  

 How much negotiating power does the insured have relative to the company? 

 How much cost and hassle is the sponsoring employer willing to incur? 

 

As always, please don’t hesitate to shoot us an email or give us a call if you have any questions 

or comments.  Enjoy the summer! 

 

Sincerely, 

 

Ryan Financial Group 

 

 

 

It is not possible to invest directly in any index. The performance of an unmanaged index is not indicative of 

the performance of any particular investment. The performance of an index assumes no transaction costs, 

taxes, management fees, or other expenses. Past performance does not guarantee future results.  

This information is an assessment of the market environment at a particular point in time and is not intended 

to be a forecast of future events or a guarantee of future results. This information should not be construed 

as research or investment advice or as a solicitation to buy or sell any securities. Statements regarding 

future prospects may not be realized and may differ materially from actual events or results. Past 

performance does not guarantee future results.  

Lincoln Financial Advisors Corp. and its representatives do not provide legal or tax advice. You may want 

to consult a legal or tax advisor regarding any legal or tax information as it relates to your personal 

circumstances.   
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