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Fundamental strength throughout many economies across the globe was overshadowed by concerns over 
trade wars and rising interest rates this quarter. Trade in particular created a wide performance gap 
between developed and emerging countries as the S&P500 gained 3.4% this quarter while emerging 
countries lost -8.0%.   

On a positive note the US continues to see strong jobs growth with another 213,000 jobs added in June.  
The US unemployment rate rose to 4.0% after the labor participation rate jumped.  Meanwhile, GDP 
growth held at 2.0%, which is decent, but much lower than recent quarters.  In Europe the European 
Union (EU) continued to have positive growth, leading Mario Draghi to further reduce the EU’s bond 
buying program.  The intention is to reduce Europe’s monthly buying to 15B Euros/month by September 
and phase out completely by year-end.   

While growth remains in-tact, Europe has been marred with political turmoil in recent months as the UK’s 
Theresa May lost two cabinet ministers in recent weeks due to disagreements on Brexit talks.  Meanwhile, 
Italy has finally formed a new government under Giuseppe Conti, who has expressed interest in remaining 
in the EU. 

Emerging countries, notably China and Latin American constituents, have been negatively impacted by 
trade war rhetoric in recent months.  The US has a trade deficit of more than $330B with China, giving 
President Trump plenty of levers to enact further tariffs on China alone; however we should note that 
China also owns over $140B in US debt and a sell-off could impact US rates greatly. 

On the subject of rates, the Federal Reserve raised the Federal Funds Rate another 0.25% in June to a 
range of 1.75%-2.0%; however many factors including market uncertainties have kept the 10-year rate 
lower, leading to further spread-compression between 2 and 10-year treasuries.  As of June 30 they were 
2.5% and 2.9%, respectively. 

Turning to the portfolio, the Community Foundation’s Endowment portfolio returned 0.1% for the three 
months and 7.5% for the year ending June 30th, 2018.  The portfolio benefitted from its US equity exposure 
as a stronger dollar lifted domestic markets above all others in the latest quarter.   We have now reached 
the two year point since the Committee and our Consultant restructured the portfolio.  We are pleased 
to report that over those last two years the Community Foundation’s portfolio has outperformed both its 



peers (InvesterForce universe of Foundation and Endowments ending 6/30/18) and a broad passive index 
(70% global stocks / 30% fixed income) by approximately 1.5% annually.   

The latest three months, 1-Year, 3-Year, 5-Year and 7-Year returns ending 6/30/18 are shown in the 
accompanying graph for the: 

• Endowed Investment Portfolio (59% equity, 18% fixed income/cash, 23% alternative) 
• Non-endowed Short Term Portfolio (100% short-term fixed income/cash) 
• Non-endowed Intermediate Term Portfolio (39% equity, 61% fixed income/cash) 
• Non-endowed Long Term Portfolio (65% equity, 25% fixed income, 10% alternative) 

 

 

 

0.1%

7.5%

11.7%

5.6%

6.5%
5.9%

0.3%
0.6% 0.5% 0.7% 0.7% 0.7%

-0.1%

4.5%

5.9%

4.0%
4.6%

4.2%

0.0%

8.0%

10.3%

6.8%

7.5%
6.9%

-2.0%

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

QTD 1 Year 2 Years 3 Years 5 Years 7 Years

Endowment Non-Endowed Short Term Non-Endowed Intermediate Non-Endowed Long Term


