
 

 

 

2nd Quarter 2015 Market Recap and Outlook 

Despite significant challenges in Greece and China, equity markets were mostly flat in the 2nd quarter, 

retaining small gains so far in 2015.  Most fixed income markets had negative returns in the 2nd 

quarter largely due to rising interest rates.  According to the US Treasury, the yield on the 10 year 

Treasury note rose from 1.94% to 2.35% during the quarter.  While there continue to be reasons for 

caution, the US economy is modestly expanding and there are encouraging signs of improvement in 

Europe. 

Greece was a major story throughout the quarter as it struggled to agree to bailout terms with its 

creditors.  In June the Greek Prime Minister, Alexis Tsipras, called a public referendum to vote on the 

austerity measures proposed by their creditors and the people voted overwhelmingly against 

austerity.  This caused short term turmoil in the financial markets as investors considered the impact 

and potential contagion from Greece leaving the Euro.  Tsipras finally relented in July, and the Greek 

parliament voted to approve the austerity measures, clearing the way for a potential new bailout of 

€86 billion ($95 billion), according to the Wall Street Journal.  The bailout would end the crisis for the 

time being, but structural issues remain in Greece and other European countries that will need to be 

addressed down the road. 

In China, a slowing economy and speculation in the stock market has caused recent concern.  

Bloomberg data show that the Shanghai Composite Index doubled between November 2014 and mid-

June 2015, but has since lost a third of its value.  Chinese stocks are notoriously volatile and have low 

correlation to other stock markets, so the recent selloff may not have spillover effects that impact 

global equity markets.  Additionally, the Chinese economy is still one of the fastest growing 

economies in the world, and the Chinese government has many tools available to support economic 

growth if it disappoints. 

The Federal Reserve has plans to increase the Fed Funds rate for the first time since 2006.  The Fed’s 

Chair, Janet Yellen, noted recently that if the economy performs as expected, it would be appropriate 

to raise rates in 2015.  Historically, stock and bond markets have been volatile when the Fed starts 

raising rates, but stock markets have typically had positive returns over the following 12 months. 
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According to Ned Davis Research, the S&P 500 has had positive returns in 9 of the 13 times the Fed 

began raising rates since 1928.  Bond values may struggle as rates rise, but they provide stability and 

diversification to portfolios.  

It is important to maintain discipline as these issues arise.  Greece, China and rising interest rates do 

not seem likely to trigger a major selloff in the stock market at this point.  At Prestige Wealth 

Management Group, we believe that the most prudent way to manage portfolios is to establish a 

strategic asset allocation and systematically rebalance to take advantage of market opportunities.  

The chart below illustrates that moderately allocated portfolios that were systematically rebalanced 

recovered faster after the financial crisis than a pure equity portfolio (S&P 500), while taking less risk. 

 

 

Our investment policy committee actively monitors developments in global markets and manages 

well diversified portfolios that incorporate each client’s appropriate level of risk.  Therefore, even if 

there are issues in Greece or China our portfolio diversification will protect against significant impact 

on long term returns.  As always, our financial planners are available to answer any financial questions 

or concerns you have and we look forward to continuing our relationship. 
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Please remember that past performance may not be indicative of future results.  Different types of investments involve varying degrees of risk, and there can be no 

assurance that the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended 

or undertaken by Prestige Wealth Management Group, LLC), or any non-investment related content, made reference to directly or indirectly in this newsletter will be 

profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful.  Due to various 

factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions.  Moreover, you should 

not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a substitute for, personalized investment advice from Prestige 

Wealth Management Group, LLC.  Please remember to contact Prestige Wealth Management Group, LLC, in writing, if there are any changes in your 

personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services. Prestige Wealth 

Management Group, LLC is neither a law firm nor a certified public accounting firm and no portion of the newsletter content should be construed as legal or accounting 

advice.  A copy of the Prestige Wealth Management Group, LLC’s current written disclosure statement discussing our advisory services and fees continues to remain 

available upon request. 

 


