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Dear Friend:

US bonds, emerging markets stocks and commodities were the best performing asset classes for June.  European stocks, hurt by the Brexit vote, were down 4.4% for
June and are now the worst performing asset class YTD.  At mid- year, commodities are the best performing asset class and only asset class with a double digit return.
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U.S. Cash 0.0% 0.0% 0.0% 0.1% 0.2% 0.0%

U.S. Bonds 4.0% -2.3% 5.8% 0.3% 5.5% 1.9%

U.S. Stocks 16.3% 33.3% 12.4% 0.3% 3.6% 0.2%

European Stocks 20.8% 24.7% -6.7% -2.0% -4.6% -4.4%

Pacific Stocks 15.5% 17.4% -4.7% 2.2% -0.5% 0.1%

Emerging Markets Stocks 18.6% -5.2% 0.4% -15.5% 7.7% 5.0%

Commodities -1.1% -9.5% -17.0% -24.7% 13.2% 4.1%

Risk Level 8 (0/42/22/7/7/7/15) 9.0% 7.4% 1.8% -4.6% 5.2% 1.6%

Every spring, PIMCO, one of the world’s largest money managers, gathers their best and brightest to collaborate with an impressive lineup of world thought leaders to
identify global market threats and influences. This year’s 35th annual PIMCO Secular Forum took place in May and included, among others, former Fed Chairman Ben
Bernanke, Presidential historian Doris Kearns Goodwin and former UK Prime Minister Gordon Brown. PIMCO invited Cape Ann Capital to NYC on June 28th & 29th to
discuss the conclusions of this year’s Forum.

PIMCO frames the current environment as … stable but not secure.  Much of this description revolves around the role of central banks.  After years of steadily
supporting the global recovery with extraordinary measures, central banks are running out of options.  Their increased influence over financial markets has thus far been
positive and a source of stability.  However, central banks are now in uncharted territory.  Some markets have negative interest rates.  Adding political uncertainty to the
mix throws gasoline on the fire.  The Brexit vote, five days prior to our meeting, was a perfect reminder there is no such thing as a sure bet.

PIMCO’s chief investment officer, Dan Ivascyn, compares investing in this environment to driving a car with no spare tire.  Unusually low interest rates ensure the road
we are driving is loaded with pot holes.  Diversification is more important than ever right now.  Out of favor asset classes, like emerging markets stocks and
commodities, provided valuable relief during the Brexit sell-off.  A year ago the U.K. may have looked like a very stable investment environment (5th largest national
economy).  It is looking far less secure today.  Brits with all their eggs in one basket have suddenly found that basket very risky.  Dan highlighted this period as a
particularly good one for active managers.  Index funds mimic markets.  Astute active managers exploit price dislocations and take advantage of bargains created by
irrational market swings.
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