
                                                          
 
Weekly Commentary             Week of 05/09/2016 
  
The Markets (as of market close May 6, 2016) 
 
Last week, global markets continued their two-week correction, working off some of the 
gains accumulated since the market bottomed in early February.   
 
US stocks, as measured by the Russell 3000 (IWV), lost about .51% last week. Foreign 
stocks generally underperformed the US with developed markets (EFA) losing 
approximately 3.01% and emerging markets (EEM) losing approximately 4.12%. Not 
surprising, with stocks slipping, bonds, as measured by the U.S. Aggregate Bond Index 
(AGG) gained about .19%.   
  
Seeing bonds advance while stocks decline is a good example of why we diversify 
among asset classes. This smooths out the ride in volatile markets and has the potential 
to increase your portfolio’s ability to pay sustainable distributions over a longer period of 
time. 
 
Considering how quickly the market recovered from its weak start this year, there is 
nothing surprising about the market taking a little time to catch its breath. So, while we 
have some concerns about the market from a valuation perspective, the bulk of our 
indicator evidence is mildly bullish. As a result we remain fully invested in a globally 
diversified portfolio of equities. 
 
We will become more concerned and potentially take defensive action in our HCM 
Advance and Defend™ portfolios if the economy begins slowing this summer. Concerns 
over how fiscal stimulus will be implemented in a new administration may cause CEOs 
to wait to see how the election will turn out before investing in their businesses. 
 
Assuming that does not happen, we will likely be increasing our allocation to emerging 
market securities because the U.S. dollar’s weakness has been a boost to commodity-
related sectors and markets. Emerging markets have paused recently as global equities 
have relieved their overbought condition. We expect emerging markets to reassert 
themselves later this year now that sentiment has returned to levels which set the stage 
for renewed progress. 
 
During the week, HCM reduced interest rate exposure in our fixed income portfolios and 
added to our credit exposure. This move will help further balance our fixed income risk 
and also increase the yield in our portfolios. 
 
Last week we purchased Microsoft for The HCM Dividend Growth Portfolio™. We 
purchased the stock below our fair value estimate at a price that yields approximately 
2.6%. We expect the dividend to grow at a rate in excess of inflation in the future. 
 
 
 
 
 



Last Week's Headlines 
 
• The debt crisis in Puerto Rico worsened last week as the island's Government 

Development Bank (GDB) could not make a debt payment of about $367 million. 
The latest missed payment has prompted some in Washington to consider 
legislation that would allow the U.S. territory to restructure more than $70 billion in 
debt.  

 
• Job growth slowed in April, according to the latest report from the Bureau of Labor 

Statistics. Total nonfarm payroll employment increased by 160,000 in April, and the 
unemployment rate was unchanged at 5.0%. However, over the prior 12 months, 
employment growth had averaged 232,000 per month. Job gains occurred in 
professional and business services, health care, and financial activities. Job losses 
continued in mining.  
 

 
 

• New orders for manufactured goods increased $5.0 billion, or 1.1%, to $458.4 billion 
in March, according to the latest report from the Census Bureau. The overall gain in 
new factory orders for March is tempered, somewhat, by the fact that it follows 
February's 3.1% decrease, and is down 2.2% year-on-year. 

 
• The ISM® Purchasing Managers' Index fell 1.0 percentage point to 50.8% in April. 

The New Orders Index registered 55.8%, a decrease of 2.5 percentage points from 
the March reading. The Production Index registered 54.2%, 1.1 percentage points 
lower than the March reading. 
 

• Nonfarm business sector labor productivity decreased at a 1.0% annual rate during 
the first quarter of 2016, the U.S. Bureau of Labor Statistics reported, as output 
increased 0.4% while hours worked increased 1.5%. From the first quarter of 2015 
to the first quarter of 2016, productivity increased 0.6%. Productivity is essentially 
the measure of the output of goods and services for each hour worked. For the first 
quarter of 2016, it took workers more time to produce fewer goods and services. 
 

• For the week ended April 30, there were 274,000 claims for unemployment 
insurance, an increase of 17,000 from the previous week's revised level. The 
advance seasonally adjusted insured unemployment rate fell to 1.5%. The advance 
number for continuing unemployment insurance claims for the week ended April 23 
was 2,121,000, a decrease of 8,000 from the prior week's revised level.  
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Eye on the Week Ahead  
Two important economic reports are to be published at the end of the week. The 
Census Bureau releases the latest information on consumer spending in April through 
the retail sales report. Overall retail sales dropped off in March, as consumers spent 
less and saved more. The report on what producers are charging for consumer goods 
and services is highlighted in the Producer Price Index from the Bureau of Labor 
Statistics. Another sign of sluggish inflationary trends along with the retail sales, 
producer prices also fell in March.  
 
Key Dates for Reports and Data Releases 

5/10: JOLTS 
5/11: Treasury budget 
5/12: Import and export prices 
5/13: Retail sales, Producer Price Index, consumer sentiment 

 
Weekly Focus – Think About It  
"Your attitude is either the lock on, or the key to the door of success." - Denis Waitley 

 
 
 

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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