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Market Insights for the Week Ending August 5, 2016 
 

Last week saw two big market-moving news items, as well as the continuation 
of earnings season.  
 
On Thursday, the Bank of England announced a post Brexit stimulus program 
that will likely have the effect of supporting global asset prices. On Friday, the 
U.S. payroll report, arguably the most important economic release of the month, 
beat expectations by reporting that 255,000 new non-farm jobs were created in 
July.  

 
This friendly news suggests that moderate growth will likely continue in the U.S. However, the 
payroll release does make it more likely that the Federal Reserve may increase interest rates 
later this year.   
 
Finally, second quarter earnings continued to be a bit better than expected.  However, 
estimates for the third quarter are being marked down.  These reports continue to support our 
position that stocks, while expensive from a long term perspective, are attractive on a relative 
basis in the near term.  Foreign securities still deserve a meaningful allocation in diversified 
portfolios, and treasuries look unattractive as a result of historically low interest rates and a 
low chance of recession.  
 
Last week HCM continued the process of reducing our exposure to higher yielding stocks 
(thus reducing Duration Risk) in our Advance and Defend™ portfolios. We are reallocating 
those assets to smaller-cap equities as well as those that are more growth oriented and more 
attractively valued on a relative basis.     
 
Performance:   
Markets were mixed last week.  U.S. stocks, as measured by the Russell 3000 (IWV) gained 
about .46% for the week.  Developed foreign markets (EFA) lost approximately 1.36% while 
emerging markets (EEM) gained approximately 1.42%. Bonds (AGG) lost about .52%.  (Note: 
performance is based on the change in net asset value.) 
 
Last Week's Headlines  
 The jobs report showed 255,000 new jobs were added in July, while the unemployment 

rate remained at a relatively low 4.9% (7.8 million unemployed). For the month, job gains 
occurred in professional and business services, health care, and financial activities. This 
report could be a boost to the stock market, which has been reacting to volatile oil prices 
and tepid earnings reports.  

 

 For the third consecutive month, consumers had more to spend in June and they spent it, 
according to the Bureau of Economic Analysis. Compared to a month earlier, consumers' 
income increased by 0.2%, disposable personal income (after taxes) also increased by 
0.2%, while personal consumption expenditures (purchases of consumer goods and 
services) jumped 0.4%. As was the case in April and May, consumer spending outpaced 
income growth. Since consumers are spending more than they're making, it stands to 
reason that they're saving a little less given that the personal savings rate dipped from 
5.5% in May to 5.3% in June. Inflationary pressures remain soft, as the personal 
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consumption expenditures price index – a preferred inflationary measure of the Fed – 
increased only 0.1% in June from the prior month. 
 

 According to the latest information from the Census Bureau, the goods and services trade 
deficit reached $44.5 billion in June – up $3.6 billion from May's revised figures – due to a 
surge in consumer purchases of foreign goods. June exports were $183.2 billion, $0.6 
billion more than May exports. June imports were $227.7 billion, $4.2 billion more than 
May imports. Year-to-date, the goods and services deficit decreased $5.8 billion, or 2.3%, 
from the same period in 2015. Exports decreased $54.2 billion, or 4.7%. Imports 
decreased $60.0 billion, or 4.3%. 
 

 

 

 

 

 

 

 

 

 
 
 
 
 
 

 The July PMI® from the Institute for Supply Management also reported growth, but at a 
slower rate compared to the prior month. The PMI® registered 52.6%, a decrease of 0.6 
percentage point from the June reading of 53.2%. An index reading over 50.0% indicates 
growth. According to the report, 12 of the 18 industries included in the survey reported an 
increase in new orders in July (same as in June), but only half of the 18 industries reported 
an increase in production in July (down from 12 in June). 
 

 From the non-manufacturing sector (services, construction, mining, agriculture, forestry, 
and fishing and hunting) economic activity grew, but at a slower pace in July compared to 
June. The Non-Manufacturing Index was at 55.5%, down from June's reading of 56.5%. 
Each of the index sub-components – non-manufacturing business activity, employment, 
and price – decreased with only new orders gaining in July over June, a sign that business 
activity may be picking up in the third quarter. 
 

 In the week ended July 30, the advance figure for seasonally adjusted initial 
unemployment insurance claims was 269,000, an increase of 3,000 from the prior week's 
level. The advance seasonally adjusted insured unemployment rate remained at 1.6%. 
The advance number for seasonally adjusted insured unemployment during the week 
ended July 23 was 2,138,000, a decrease of 6,000 from the previous week's revised level.  
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Eye on the Week Ahead  
Two reports for July that are indicative of inflationary trends – retail sales and the Producer 
Price Index – come out at the end of next week. 
 
Key Dates/Data Releases  

8/10: JOLTS, Treasury budget 
8/11: Import and export prices 
8/12: Retail sales, Producer Price Index, consumer sentiment 

 
Weekly Focus – Think About It  
“There is no failure, unless we fail to begin or we fail to continue.” ― Christopher Babson 
 
 
HCM Mission Statement 
We work passionately to help our clients and their families enjoy a financially independent life by providing 
sophisticated wealth planning solutions. 
 
Disclaimer 
Please do not send trade requests via email, as they must be made in person or by telephone.  Any tax or other 
advice contained in this document, including any attachments, is not intended and cannot be used for the 
purpose of avoiding penalties under Internal Revenue Code. No action should be taken on any information 
contained in this message without first consulting with your tax/legal advisors regarding the tax/legal 
consequences for your particular circumstances. 
 
Additional Notes: 

 The Standard & Poor’s 500 (S&P 500) is an unmanaged group of securities considered to be 
representative of the stock market in general. 

 Opinions expressed are subject to change without notice and are not intended as investment advice or 
to predict future performance. 

 Past performance does not guarantee future results. 

 You cannot invest directly in an index. 

 Consult your financial professional before making any investment decisions. 
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