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Confounding equity market bears, stock 
markets continued marching onward and 
upward in the second quarter, though at a 
slower pace. The S&P 500 rose 3.09% in the 
quarter, but trailed both emerging markets, 
up 6.27% (MSCI Emerging Markets Index), 
and developed international, up 6.12% 
(MSCI EAFE). Bonds also had a positive 
return, up 1.45% (Barclays Aggregate).  
 

Second Quarter and Trailing 12 Months 
Performance 
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Quarter 

Last 12 
Months 

  
 

S&P 500   3.09% 17.90% 
Russell 2000   2.46% 24.60% 
Barclays Agg.   1.45%   -0.31% 
MSCI EAFE  6.12% 20.27% 
MSCI EM 6.27% 23.75% 

 
 

 
 

 
Source: FactSet, Cavanal Hill Investment Management.  As of 
6/30/2017. 

 

On June 14th, the Federal Reserve increased 
rates 0.25% to 1.00%-1.25%. This was the 
second rate hike this year and the third in 
the last seven months. The Federal Reserve, 
recognizing growth to be consistent, feels 
the necessity to move rates away from zero. 
Their intention is to raise rates in a deliberate 
but modest way.  In addition, the Fed 
indicated they will begin shrinking the size of 
their investment portfolio later this year.  
Both the raising of short-term rates and 
reducing of the size of their portfolio−now 
$4.5 trillion−is a clear testament to the 
growth and sustainability of the U.S. 
economy. While economic growth has not 
been spectacular, it has been consistent. It is 
time for the Fed to unwind what they 
themselves said was an “emergency” driven 
monetary policy as a result of the economic 
collapse beginning in 2008. My hunch today 
is that they will start shrinking the balance 
sheet in September 2017 and another rate 
hike would occur in December 2017. 
 
“Consistent with its statutory mandate, the 
Committee seeks to foster maximum 
employment and price stability. The 
Committee continues to expect that, with 
gradual adjustments in the stance of 
monetary policy, economic activity will 
expand at a moderate pace, and labor 
market conditions will strengthen somewhat 
further. Inflation on a 12-month basis is 
expected to remain somewhat below 2 
percent in the near term but to stabilize 
around the Committee's 2 percent objective 
over the medium term. Near-term risks to the 
economic outlook appear roughly balanced, 
but the Committee is monitoring inflation 
developments closely.” Federal Reserve 
Press Release 6/14/17. 
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Employment is one way to gauge the overall 
health of the economy. With the 
unemployment rate at a remarkable low of 
4.3%, it confirms economic conditions are 
solid. With more and more people working, 
you would expect that eventually wages 
would be under upward pressure.  Wages 
have moved up, but the move has been 
quite modest…at least for now. Not 
everything is perfect though. New car sales 
are slowing, after several record breaking 
years. Also in some cities, existing home 
sales are soft.  In many cases the softness is 
related to a lack of supply and/or sharply 
higher prices over the last few years, which 
have slowed sales.  
 
World economic growth is finally beginning 
to match growth in the U.S. This is the first 
time since the meltdown we have had global 
synchronized growth.  Until now, it has been 
solely a U.S. story.  With the rest of the world 
aiding growth, it makes the probability of a 
continuation of the growth cycle more likely. 
China has been a concern as the planners 
there have tried to slow growth. Concerns 
were raised that the Chinese economy would 
slow too much and stall. That has not 
happened.  
 
President Trump’s pro growth agenda, which 
included corporate tax cuts, repatriation, 
reduced regulations and an infrastructure 
spending plan, have been either delayed or 
derailed. My thought is delayed, but we will 
know more this fall.  
 
Finally, earnings have improved and are 
expected to grow throughout 2017. This is 
not just a financially engineered 
improvement…issuing debt to buy back your 
stock or increase the dividend (though there 
is some of that). Top line revenues have also 
jumped. I think the equity market continues 
to grind higher in the second half of the year, 
with interest rates slowly moving up also. 
That doesn’t mean we won’t have a 
correction, as we are overdue. But with 
inflation MIA, earnings good, unemployment 

low and economic growth modest but steady, 
the porridge is not too hot nor too cold, but 
just right. 
 

 
Jim Huntzinger 
Chief Investment Officer 
BOK Financial Corporation 
July 1, 2017 
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Disclosures 
 

 
 

The information provided in this was prepared by Jim Huntzinger, Chief Investment Officer of BOK 
Financial Corporation.  The information provided herein is intended to be informative and not 
intended to be advice relative to any investment or portfolio offered through BOK Financial 
Corporation (NASDAQ:BOKF). The views expressed in this commentary reflect the opinion of the 
author based on data available as of the date this report was written and is subject to change without 
notice.  This commentary is not a complete analysis of any sector, industry or security. Individual 
investors should consult with their financial advisor before implementing changes in their portfolio 
based on opinions expressed.  The information provided in this commentary is not a solicitation for 
the investment management services of any BOKF subsidiary.  
  
 © BOK Financial. Services provided by BOKF, NA. Member FDIC. BOK Financial’s banking 
subsidiary, BOKF, NA, is among the top 25 nationally chartered U.S.-based commercial banks 
based on assets as of June 30, 2016, according to the U.S. Federal Reserve. 
 
BOK Financial Corporation (BOKF) offers wealth management and trust services through various 
affiliate companies and non-bank subsidiaries including advisory services offered by BOKF, NA and 
its subsidiaries BOK Financial Asset Management, Inc. and Cavanal Hill Investment Management, 
Inc., each an SEC registered investment adviser. BOKF offers additional investment services and 
products through its subsidiary, BOK Financial Securities, a broker/dealer, member FINRA/SIPC, 
and an SEC registered investment adviser and The Milestone Group, also an SEC registered 
investment adviser. 
  
Investments are not insured by the FDIC and are not guaranteed by BOKF, NA or any of its 
affiliates. Investments are subject to risks, including the possible loss of the principal amount 
invested.  
 
All data presented is as of 3/31/2017, unless otherwise noted. 
  
This report may not be reproduced, redistributed, retransmitted or disclosed, or referred to in any 
publication, in whole or in part, or in any form or manner, without the express written consent of 
BOKF. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report 
constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, 
opinions, conclusion, or information contained in this report. 
 


