
                                                          
 
  
Weekly Commentary                 November 23, 2015 
  
 
The Markets and the Economy 
 
Despite the terrorist attacks in Paris and Mali, stocks climbed higher by the close of the 
week ending November 20.  Investors may have been influenced by favorable earnings 
reports from some large companies and the feeling that the impending Fed interest rate 
hike may be a sign the government believes the economy is on a definite upswing.  
 
 
Last Week’s Headlines 
 
• In the week ended November 14, there were 271,000 initial claims for 

unemployment insurance, a decrease of 5,000 from the prior week. The advance 
seasonally adjusted insured unemployment rate was unchanged at 1.6% for the 
week ended November 7, while the advance number for continuing unemployment 
insurance claims was 2,175,000, a decrease of 2,000 from the previous week's 
revised level. 

 
 

 
• The eurozone consumer price index rose 0.1% in October year over year. The 

European Central Bank’s October meeting minutes pointed to a likely expansion 
of the bank’s stimulus program in December.  



 
• The Consumer Price Index (CPI) experienced a modest monthly gain in October, 

increasing 0.2%. This follows two consecutive months of decline. According to the 
Bureau of Labor Statistics report, the index has increased 0.2% over the last 12 
months. The core CPI, less the volatile food and energy segment, sits at 1.9% -  
right at the Fed's general 2% inflation target. Stronger inflationary trends could be a 
sign of economic strength sufficient enough to absorb an interest rate hike. 
 

• The Federal Reserve puts out a monthly index of industrial production covering 
manufacturing, mining, and electric and gas utilities. The latest figures show that 
industrial production fell once again, declining 0.2% in October.  

 
• The Housing Market Index, which is based on a survey of National Association of 

Home Builders members, seeks to rate the single-family housing market. The 
preliminary report for November shows the index dipped to 62 compared to 
October's revised reading of 65. A reading over 50 denotes general builder 
confidence. While enthusiasm in the market for single-family home sales may have 
softened a bit, November's preliminary reading reveals continuing optimism in the 
market. 

 
• Housing starts  - marked by the actual start of new residential construction – fell 11% 

in October compared to September's revised figures. According to the latest Census 
Bureau report, there were about 1,060,000 housing starts in October –131,000 fewer 
than the prior month's total. Builders cut back on construction of apartments and 
condominiums to the tune of 25.1%, while starts of single-family residences fell 
2.4%. On the other hand, builders showed confidence in future residential sales, as 
applications for building permits rose 4.1%.  
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Eye on the Week Ahead 
 
Several important economic indicators are highlighted in reports during the week of 
November 23. Reports on existing home sales and new home sales may reveal the 
direction of the housing market, heading to the end of the year. Imports and exports 
have generally been lagging for much of this year, and the latest figures are expected to 
reveal more of the same. The report on gross domestic product is the final take on 
overall economic activity available to the FOMC before its December meeting. 
 
Key Dates for Reports and Data Releases:  

• 11/23: Existing home sales 
• 11/24: GDP, international trade in goods, consumer confidence, home price 

index  
• 11/25: Jobless claims, durable goods, personal income and outlays, new home 

sales, consumer sentiment 
 

HCM Financial Independence Planning Series Article 
 
Tax Loss Harvesting:  A Silver Lining 
 
You may have heard of tax loss harvesting. Some people 
harvest losses every year, while others do so only when they 
have taken significant capital gains or have received more 
income than expected during a given year (perhaps they sold 
a business, received an inheritance, or collected a sizeable 
bonus).  
 
Tax loss harvesting occurs when an investor sells an investment at a loss, meaning the 
current market value of an asset at the time of the sale was lower than the cost basis of 
the asset.  For example, if an investor paid $100 for an investment (the cost basis), and 
sold it for $95, he would have harvested a $5 loss. (If the investment sold for $105, the 
investor would realize a $5 gain.) 
 
How does it work? 
When an investor sells an investment that has lost value, they gain an opportunity to 
reduce the taxes they owe in the current year and, possibly, in future years.  In general, 
losses can be used to reduce the taxes owed on: 
 

Appreciated investments-   When an investor realizes a capital gain by selling an 
appreciated asset, they owe taxes on the gain. Investment losses offset investment 
gains, eliminating or reducing the capital gains tax owed. 
 
The length of time an investor owns an investment plays an important role in tax loss 
harvesting. Short-term losses are losses taken on investments held for less than one 
year. They may be used to counterbalance short-term gains and then long-term 
gains. Short-term gains are more expensive than long-term gains because they are 
taxed as ordinary income. 
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Long-term losses, losses taken on investments held for more than one year, offset 
long-term gains. In other words, if there are more gains than losses, the investor will 
owe capital gains taxes, although the amount owed may be significantly less than it 
would be otherwise. (This does not apply to investors who are in the 10 or 15 
percent tax brackets. Individuals in those brackets currently do not pay taxes on 
long-term capital gains.) 
 
Ordinary income-   If there are more losses than gains (or there are no gains at all), 
the extra losses may be used to offset ordinary income. In any tax year, investment 
losses can offset up to $3,000 of ordinary income ($1,500 if you are married and 
filing singly). 
 
Future gains and income-   If there are leftover losses once capital gains have 
been offset and ordinary income limits have been reached, the excess can be 
deducted from gains or income during the following year. 

 
Choosing a strategy 
 
Sometimes, if an investor has been holding onto an investment in the hope it will regain 
lost value, they don’t mind selling it to put the loss to work. Other times, the investment 
is an important part of the investor’s portfolio, and he wants to keep it. In the latter case, 
the investor has two options: 
 

1. Sell the investment and buy it back. An investor can sell an investment for a 
loss and then buy it back, but they must obey the Wash-Sale Rule. Any investor 
who sells an investment for a loss cannot purchase the investment, or a 
substantially similar investment, within 30 days before or after the sale. If they do, 
the loss is disallowed. Spouses cannot purchase the investment in that time 
frame either. If the loss is disallowed, it is added to the cost basis of the 
investment. 

 
2. Double up and then sell. Since the objective of investing is to buy low and sell 

high, selling an investment that has lost value may be disagreeable. If an investor 
prefers to buy low, he can double up on the investment. Basically, that means 
double the amount of the investment. After waiting 31 days to avoid wash-sale 
rules, an investor can sell his original holdings and realize the loss (if the 
investment’s value has remained low). 

 
During a year like 2015, when markets have suffered some setbacks, tax loss 
harvesting could prove to be a beneficial way to reduce your tax burden. Before you 
begin selling investments, it’s imperative to talk with your HCM Wealth Advisor or tax 
advisor so you understand the pros and cons of taking losses. 
 
   
Weekly Focus – Think About It  
 
“All you need in this life is ignorance and confidence, and then success is sure.”  
– Mark Twain 
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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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