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The Markets and the Economy 
 
The financial markets took a breather from recent volatility as global stocks rebounded during the 
week ending July 31st.  A report from the U.S. Federal Open Market Committee (FOMC) seemingly 
halted talk of an imminent interest rate hike, although indications point to some rate movement before 
the end of the year. Nevertheless, each of the major U.S. indices showed improvement from the 
previous week. The Global Dow showed improvement as well.   
 
Last Week's Headlines 
 

• Following its July meeting, the FOMC essentially reiterated what it has been saying for much 
of this year – labor is improving, inflation is still running "below the Committee's long-run 
objective" of 2.0%, so interest rates will not be raised. It would appear that September (the 
next scheduled Committee meeting) may be the earliest the FOMC would consider raising 
interest rates. 

 
• After a slow first quarter, U.S. real 

gross domestic product increased 
at an annual rate of 2.3% in the 
second quarter of 2015, 
according to the "advance" 
estimate released by the Bureau 
of Economic Analysis. Moderate 
second-quarter growth is 
attributable, in part, to an 
increase in exports, stronger 
consumer spending, deceleration 
of imports, and stronger state and 
local government spending.  

 
• The otherwise robust housing 

market may be showing signs of 
slowing as pending sales of 
existing homes fell 1.8% in June, according to the National Association of Realtors®. Despite 
last month's drop-off, the Pending Sales Index is still ahead of June 2014 (110.3/101.9). 

 
• Consumer confidence in the economy dropped in July, according to the Conference Board's 

Consumer Confidence Index®. The index for July stands at 90.9, down from 99.8 in June. 
According to the Conference Board's report, "A less optimistic outlook for the labor market, 
and perhaps the uncertainty and volatility in financial markets prompted by the situation in 
Greece and China, appears to have shaken consumers' confidence." 

 
 
 
 



 
 
 

• Similarly, the University of Michigan's Index of Consumer Sentiment for July fell 3 points to 
93.1. The Current Economic Conditions Index dropped to 107.2 (compared to 108.9 in June), 
while the Index of Consumer Expectations lost 3.7 points, coming in at 84.1. 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

• The U.S. Labor Department's Employment Cost Index (ECI) measures total employee 
compensation costs, including wages, salaries, and benefits. In a somewhat unanticipated 
result, the ECI rose only 0.2% for the 3-month period ended June 2015 – the lowest result in 
the 33-year history of the report. For the year, compensation costs for civilian workers 
increased 2.0% for the 12-month period ending June 2015 – the same increase as occurred 
during the12-month period ended June 2014. This report could influence whether the FOMC 
will push for an interest rate increase come its next meeting in September. 

 
 
Eye on the Week Ahead 
 
Economic Data released during the upcoming week will focus on the manufacturing sector (8/3) and 
international trade (8/5). The HCM Research Team will also review the latest information on jobless 
claims (8/6) and employment (8/7). 

 
 
 

HCM Financial Independence Planning Series Article 
 
Understanding Risk Tolerance and Risk Capacity 
 
When determining an appropriate asset allocation mix, it is important to consider not only one’s 
income needs and risk tolerance, but also one’s risk capacity. 
 
 
 
 
 



 
 
An investor’s risk tolerance refers to his or her emotional aversion to 
risk, while an investor’s risk capacity relates to his or her financial ability 
to assume risk and still reach one’s goal if the risk outcomes are not 
favorable. Sometimes an investor’s risk capacity and risk tolerance do 
not match up. If an investor’s capacity to take risk is low but the risk 
tolerance is high, then it is possible the portfolio should be reallocated 
more conservatively to prevent taking more risk than their wealth plan 
can tolerate. On the other hand, if an investor’s risk capacity is high but 
the risk tolerance is low, reallocating the portfolio more aggressively 
may be desirable to meet future spending goals. 
 
In all situations, it is important to understand what return expectations are reasonable for the 
investment policy you have adopted. Being either too conservative or too aggressive may be 
detrimental to your long-term financial health. The goal, just like it was for Goldilocks and her friends 
the Three Bears, is to find an asset allocation that is “JUST RIGHT” for your family’s needs. 
 
Give your HCM Wealth Advisor a call if you’d like to discuss your current financial and family 
situation. We can walk you through the HCM Investment Policy Builder™ to help you better 
understand if your risk tolerance, risk capacity, spending, and legacy goals are still in harmony. 
 
Weekly Focus – Think About It 
 
“Risk comes from not knowing what you're doing.” – Warren Buffett 
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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 
The security and timely delivery of electronic mail cannot be guaranteed. HCM recommends that you do not send confidential 
information via email. Time-sensitive or action oriented messages should not be sent through email. We will not act on instructions 
concerning any financial transaction until HCM can verify and confirm your instructions. 
 
Any U.S. federal tax advice contained in this document (including any attachments) is not intended or written to be used, and cannot be 
used, for the purpose of (i) avoiding penalties under the Internal Revenue Code, or (ii) promoting, marketing, or recommending to 
another party any transaction or matter that is contained in this document. Taxpayers should consult their own tax advisors regarding 
the tax consequences to them of their own 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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