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As everyone knows by now, Greece voted “No” by a margin of 61% to 38% in the July 5
referendum. The media is characterizing Sunday’s Greek referendum as a resounding
rejection of the troika’s (European Commission, European Central Bank and International
Monetary Fund) demands for further austerity in exchange for additional bailout funds.
However, there was considerable confusion over exactly what the Greeks were voting for,
since the austerity terms that they were supposedly voting on had lapsed once the Greek
government missed its scheduled payment to the IMF. Since everyone is loathe to use the
“d word” to describe the missed payment, Greece is now officially “in arrears” to the IMF
and will receive no additional funds from the IMF until this is rectified.
Rather than a rejection of continued membership in the Eurozone, we view the outcome of
the referendum as primarily a rejection of further austerity by the beleaguered Greeks and
secondarily a vote of confidence in the Tsipras government. Going into the referendum,
Tsipras claimed a “No” vote would give him more negotiating leverage with the troika in
his ultimate quest to keep Greece in the Eurozone. In a letter to the creditors prior to the
vote, he has indicated that Athens might be amenable to the creditors’ demands for tax
reform in exchange for better terms. The opposing side is understandably skeptical as they
have previously seen similar promises made and not kept.
In effect, the referendum was a wager that a resounding “No” vote would soften the
troika’s demands. However, if the troika agrees to any austerity or debt relief, Portugal,
Italy, and Spain are likely to seek comparable concessions, putting tremendous pressure on
Germany and France to finance further bailouts. We note that French President Hollande
is taking a more conciliatory tone than German Chancellor Merkel; perhaps because the
French economy is more comparable to the peripherals in terms of debt and
competitiveness issues than it is to the structurally strong German economy. But it has
likely dawned on the Germans that they are the ultimate guarantor of Eurozone solvency.
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Greece has requested a three year bailout program from the European Stabilization Mechanism. In return, it has
promised to deliver a concrete proposal to the troika and to begin implementing tax and pension reform measures by
next week. The troika has set a Sunday deadline for receiving the Greek proposal. So far, the troika is standing firm
on the need for credible reforms before any more money is disbursed. The European Central Bank has announced it
will leave the emergency liquidity assistance program for Greek banks unchanged through the weekend. As a result,
the bank closures and capital controls installed last week will be extended through the weekend. Although the
referendum rejected additional austerity, the Greek population has begun to feel the pain of the potential collapse of
the banking system.
Before this crisis re-emerged, the Eurozone economy had demonstrated signs of meaningful improvement, with
annualized GDP growth of 1.5%. European commercial banks have very little Greek debt on their balance sheets and
the ECB continues to provide liquidity through its quantitative easing program of purchasing the sovereign debt of
member nations. Thus, we believe the fallout from a Greek default and exit from the Eurozone is containable and will
not necessarily lead to similar crises among the other heavily indebted European peripherals. Under this scenario, the
European economy would see slow growth, but this could be offset by additional monetary easing, which would help
to bolster the confidence of equity market participants.
US equity markets have been affected by the events in Greece, pulling back almost 4% from their May highs. Given
the heightened volatility and uncertainty, it may be a little premature to commit more money to equities just yet. With
the US economy gaining momentum in job and wage growth, retail sales, and housing, we will view further price
weakness as a buying opportunity for US equities, which are actually down in price year to date. We maintain our
current position in European equities in anticipation of further central bank easing moves and better earnings growth
expected from many companies in the region. We continue to stress the need to hedge the currency risk in these
positions as the euro and pound sterling are likely to weaken as the result of further monetary policy expansion.
As our readers can appreciate, the situation remains very fluid. We will provide further updates as necessary, but if
you have any questions or concerns, please do not hesitate to contact your HPM Partners investment advisor. We
thank you for your continued trust and confidence in our firm.
Sincerely,

Benjamin A. Pace
Chief Investment Officer
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Disclosures:
This report contains general information that is not suitable for everyone. The information contained herein should not be
construed as personalized investment advice. Past performance is no guarantee of future results. There is no guarantee that the
views and opinions expressed in this report will come to pass. Investing in the financial markets involves risk, including the risk
of loss of the principal amount invested; and may not be appropriate for everyone. The information presented is subject to
change without notice and should not be considered as an offer to sell or a solicitation of an offer to buy any security. All
information is deemed reliable but is not guaranteed. HPM Partners LLC (“HPM”) is an SEC registered investment adviser with
offices in New York, Illinois, Ohio, Michigan, Los Angeles and Orange County, California. For information pertaining to the
registration status of HPM, please contact us or refer to the Investment Adviser Public Disclosure web site
(www.adviserinfo.sec.gov). For additional information about HPM, including fees and services, send for our disclosure
statement as set forth on Form ADV using the contact information herein. Please read the disclosure statement carefully before
you invest or send money.
FT Top 300 Registered Investment Advisors: The 2015 Financial Times Top 300 Registered Investment Advisors is an
independent listing produced by the Financial Times (June, 2015). The FT 300 is based on data gathered from RIA firms,
regulatory disclosures, and the FT’s research. As identified by the FT, the listing reflected each practice’s performance in six
primary areas, including assets under management, asset growth, compliance record, years in existence, credentials and
accessibility. Neither the RIA firms nor their employees pay a fee to The Financial Times in exchange for inclusion in the FT 300.
Forbes Top 100 Wealth Managers: The Top 100 Wealth Manager list was compiled using data from RIA database. Candidate
firms qualify based on both quantitative and qualitative criteria and are ranked by assets under management for year-end 2014,
reported as of March 31, 2015. Members of the list must have manage at least 50% of their assets on behalf of retail clients, can
not run a broker-dealer (they can be affiliated with one), can not be a bank (trust companies are permitted), and must be performing
wealth management services. Firms can not have had any regulatory, civil or criminal disclosures.
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