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The Quarter in Review 
The second quarter saw international stocks continue their outperformance versus domestic equities, 
with the MSCI EAFE index up 6.1% during the quarter versus the S&P 500 return of 3.1%. The Barclays 
US Aggregate, which is an index that measures the performance of the U.S. investment grade bond 
market, returned 1.4% as interest rates remained relatively range-bound. Health care led equity sectors 
higher in the quarter, gaining 7.1%, while the energy sector continued its underperformance, dropping 
an additional 6.4%. This marked the second consecutive quarter of declines in energy and 
telecommunications sectors. 

 

 
Period Ending June 30, 2017 

 

 
  

 

Small Caps versus Large Caps 
Large Cap stocks continued their outperformance versus Small Cap stocks in the quarter, however, 
from a pure valuation perspective, Small Cap stocks currently appear more attractive than their Large 
Cap counterparts. If you look at the attached chart, you’ll see that Large Cap stocks are trading at 
valuations well above their historical average, while Small Cap stocks are trading more closely in line 
with their historical average. We will continue to monitor this divergence and make appropriate portfolio 
changes where and when necessary. 

 
Portfolio Focus Changes 
In our mutual fund model, you may have noticed a few portfolio changes last quarter. On the equity side, 
we increased our exposure to global and international markets from a neutral weighting of 20% to an 
overweight of 30% of the equity allocation. In doing so, we purchased iShares China Large Cap ETF 
(FXI), John Hancock International Growth Fund (GOGIX), and American Funds New World Fund 
(NFFFX). As you might recall from our newsletter last quarter, we feel that international equities may be 
poised for a period of outperformance when compared to domestic stocks. In our investment stock 
model, we purchased McKesson Corporation (MCK) which is a medical supply, pharmaceutical, and 
health service provider.   
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Current Strategies 
In our fixed income allocations, we continue to be positioned for a flat-to-rising interest rate environment. 
The Fed has indicated that they anticipate a total of three interest rate hikes in 2017. After rate 
increases in March and June, it appears as if the Fed may hit this objective. However, domestic inflation 
continues to be stagnant and below the Fed’s 2% target. During her July press conference, Federal 
Reserve Chair Janet Yellen testified that the board’s monetary policy will continue to remain 
“accommodative,” indicating a willingness to only gradually increase rates over time, as the economic 
recovery of the Financial Crisis continues into its eighth year.  
 
Lastly, we continue to monitor our positions in the iPath Bloomberg Coffee Index (JO), which is a play 
on coffee futures in coffee producing countries, primarily in South America. We may consider initiating 
positions in the Health Care and/or Biotechnology sectors going forward, as these sectors have 
bottomed from recent weakness and may be poised for outperformance in the future. 
 
What’s New with Us? 
For those who remember reading in our 3rd Quarter 2015 newsletter, Mike and his dad watched a game 
in every major league baseball stadium in 1996. Since then, they continue to catch a game whenever a 
new team stadium is built. 
 
Next month, Mike and his father, Larry, will be heading down to Atlanta to watch the Braves take on a 
series against the Cincinnati Reds. The Braves moved to SunTrust Park to begin the 2017 season after 
spending 20 seasons at Turner Field. Why Mike has chosen to visit Atlanta in August instead of April or 
May continues to perplex the rest of the team. 
 
Dana and her husband, Chad, have been biking their way through the Midwest this summer, spending a 
week biking through Minnesota and will ride the first two days of RAGBRAI as it stops in their hometown 
of Algona. 
 
Colby’s beekeeping project hit a bit of a snag earlier this spring when the queen bees in each of his two 
hives died. The worker bees, however, laid queen eggs and the hives were able to get back on track 
once the new queens emerged. 
 
Kirk and Dianna are eagerly anticipating a late summer visit from their daughters, Kylie and Laney. The 
girls are living in Denver, Colorado, where they work as a team in the residential real estate market. 
 
We hope you enjoyed this quarter’s newsletter and are enjoying your summer! If there is anything we 
can help to provide or questions we can help to answer, please don’t hesitate to reach out. 
 
 
Warmest Regards, 
 
-The Abrahamson Investment Group 
         Kirk, Mike, Dana, & Colby 

 

 

 
The views presented herein are solely those of the Abrahamson Investment Group and do not necessarily represent the views of RBC Wealth Management.  Current status of 

issues discussed in this letter is subject to change based upon market conditions and industry fundamentals.  Clients should work with their Financial Advisor to develop 

investment strategies tailored to their own financial circumstances.  Past performance is no guarantee of future results. 
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