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It’s hard to believe that for the fourth summer in a row, we are closing out the second quarter with concerns 

about Greece defaulting on their debt and potentially leaving the Euro.  This time, the Greeks closed their banks 

and stock market for a week starting on June 29th, and have imposed capital controls ahead of a national vote on 

bailout conditions.  Many wonder how Greece, which is a small country, with a small economy, can cause such 

dramatic convulsions in the global markets.   

There are several reasons for this phenomenon, which include: 1) fear of a Greek exit from the Euro starting a 

cascade of other weak countries, like Spain and Portugal, exiting as well, and 2) the interconnectedness of the 

global banking system putting the banks and countries that bought Greek debt, or lent Greece money, in 

jeopardy.  While we do not think this most recent Greek crisis will have a lasting effect on our markets, it may 

have a near term negative effect on stock prices, and it has driven our U.S. Treasury prices up in a flight to 

quality.  For the second quarter of 2015, the Dow closed -0.88%, the S&P was -0.23%, and the 10-year Treasury 

yield fell back to 2.38%.    

As evidenced by the performance of the Dow and S&P, the U.S. equity market has been in a holding pattern so 

far this year, as it attempts to decide whether stocks are expensive, or reasonably priced based on an 

environment of low inflation, and low interest rates.  Domestically, stronger job growth, rising wages, low debt 

service and improving household net worth, as well as lower energy prices and a strong dollar are serving to 

bolster the consumer. Retail sales surprised to the upside in May, and the previous two months were revised 

upward.  This domestic back drop, combined with the economic and geopolitical turmoil abroad, leads us to 

believe that the U.S. markets will continue to attract investment capital.  In addition, the Federal Reserve has 

maintained its dovish posture, hinting that any rise in the Fed Funds rate will be very gradual, and that current 

economic data will be taken into consideration prior to any decision. Other countries have followed suit, with 

Europe having implemented easy money policies, and in an unprecedented move, China lowered its interest rates 

as well, in an attempt to stimulate a flagging economy.  

For the remainder of the year, we will be paying close attention to the pace of growth here and abroad, as well 

as the impact from a possible Greek exit from the Euro, increased terrorism threats around the globe, and 

monetary policy in the developed world.  Volatility can create opportunity.  We are committed to taking 

advantage of that opportunity where and when it is appropriate.  And, as always, the partners at Crossvault look 

forward to scheduling a quarterly meeting for you at your convenience. 
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