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The Markets and the Economy 
 
A disappointing monthly jobs report indicated surprising softness in the US economy, adding to 
concerns about global weakness. For the week ending October 2nd, global stock indices were 
volatile, as nervous investors assessed global growth prospects in the face of weaker signals from 
two of the world’s largest economies.  
 
Wednesday marked the end of the third quarter, the worst for U.S. stocks in four years. All of the 
major global benchmarks ended down for the quarter. 
 
Despite poor employment and manufacturing reports, the equities markets rallied Friday to post gains 
in several major indexes. The late Friday rally was sparked by gains in energy and materials stocks 
(following a jump in oil prices), coupled with a lessening of concerns over China's otherwise gloomy 
economic picture. Nevertheless, investors piled money into U.S. government bonds, sending the yield 
on 10-year U.S. Treasuries tumbling to below 2% for the first time since April. However, the jobs and 
manufacturing reports are likely to forestall any talk by the Fed of an interest rate increase at its next 
meeting in October.  
 
Last Week’s Headlines 
 

 Last week kicked off with a report on personal income and outlays from the Bureau of 
Economic Analysis. According to the latest figures, personal income increased $52.5 billion, or 
0.3%, and disposable personal income (net income after taxes and adjustments for inflation) 
increased $47.1 billion, or 0.4%, in August compared to July. The price index for personal 
consumption expenditures – an indication of inflationary trends – was virtually unchanged in 
August and only 0.3% ahead of August 2014.  

 

 Total nonfarm 
employment increased 
by only 142,000 in 
September, while the 
unemployment rate 
remained unchanged at 
5.1%, according to the 
recent Bureau of Labor 
Statistics report. 
September's job 
increase falls far below 
the monthly average of 
198,000 jobs per month in 2015. While the job market expanded prior to this summer, it has 
definitely slowed down, as U.S. employers slammed the brakes on further job expansion, 
indicative of fears of an economic slowdown.  

 
 



 The latest figures from the National Association of Realtors® show pending home sales were 
down 1.4% in August, but still 6.1% ahead of August 2014. While this report indicates some 
slowdown in existing home sales, it is more reflective of the demand for housing outpacing the 
supply, and rising home prices in general. 

 

 Construction spending is a sector that has been picking up of late. The U.S. Census Bureau 
reported that construction spending during August 2015 was estimated at a seasonally 
adjusted annual rate of $1,086.2 billion, 0.7% above the revised July estimate of $1,079.1 
billion. The August figure is 13.7% above the August 2014 estimate of $955.0 billion. 

 

 Despite downturns in the stock market this month, consumer confidence remained somewhat 
positive according to The Conference Board's Consumer Confidence Index®, which increased 
to 103 in September, compared to 101.3 in August. According to the report, consumers' 
appraisal of current conditions was more positive in September, reflective of a more confident 
outlook for business conditions and the job market. 
 

 China’s September manufacturing data continued to show contraction. The government’s 
manufacturing PMI nudged up to 49.8 in September, while the Markit Caixin PMI slipped by 
0.1 to 47.2 in September. Industrial profits fell 8.8% in August from a year earlier, the largest 
drop in four years. 

 

 Consumer prices in the eurozone fell 0.1% in September, driven down by the 8.9% drop in 
energy prices from a year earlier. Markit’s final manufacturing PMI for the region fell from 52.3 
in August to 52.0 in September. Nevertheless, eurozone gauges of confidence rose in 
September, with the business climate index climbing to 0.34, while the economic sentiment 
indicator, merging business and consumer surveys, rose to 105.6. 

 
Eye on the Week Ahead 
 
The week ahead focuses on manufacturing, imports and exports, and international trade – sectors 
that have been underperforming to date. The situation in China continues to bear watching as that 
country's weakening economy continues to influence global stock markets, particularly the major 
indexes in the United States. 
 
Key Dates for Reports and Data Releases:  
 

 Monday October 5th: ISM Non-Manufacturing Index  

 Tuesday October 6th: International trade  

 Thursday October 8th: Jobless claims  

 Friday October 9th: Import and export prices 
 

 HCM Financial Independence Planning Series Article 
 

What Return are you Really Earning on your Money?  
 
If you're like most people, you probably want to know what return 
you might expect before you invest. But to translate a given rate of 
return into actual income or growth potential, you'll need to 
understand the difference between nominal return and real return, 
and how that difference can affect your ability to target financial 
goals. 
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Let's say you have a certificate of deposit (CD) that's about to expire. The yield on the new three-year 
CD you're considering is 1.5%.    
            

But that 1.5% is the CD's nominal rate of return; it doesn't account for inflation or taxes. If you're taxed 
at the 28% federal income tax rate, roughly 0.42% of that 1.5% will be gobbled up by federal taxes on 
the interest. Okay, you say, that still leaves an interest rate of 1.08%; at least you're earning 
something. 
 
However, you also need to consider the purchasing power of the interest that the CD pays. Even 
though inflation is relatively low today, it can still affect your purchasing power, especially over time. 
Let's say that consumer prices have gone up by 1% over the past year and you adjust your 1.08% 
after-tax return for inflation. Suddenly, you're barely breaking even on your investment. 
 
What's left after the impact of inflation and taxes is your real return, because that's what you're really 
earning in actual purchasing power. If the nominal return on an investment is low enough, the real 
return can actually be negative, depending on your tax bracket and the inflation rate over time. 
Though this hypothetical example doesn't represent the performance of any actual investment, it 
illustrates the importance of understanding what you're really earning. 
 
Knowing the difference between nominal and real return may help you make better decisions when it 
comes to investing your money.  Understanding this difference, HCM invests in a diversified portfolio 
of both equities, which have outpaced the rate of inflation over market cycles, as well as fixed income 
securities which help provide consistent cash flow.  We complement your investment allocation with 
proper asset location, which helps reduce the tax-drag on your investment returns.  If you have a 
question about your allocation or asset location, please call your Wealth Advisor.   
 
Weekly Focus – Think About It 
 
“Success is the good fortune that comes from aspiration, desperation, perspiration, and 
inspiration.” -Evan Esar, American Humorist and Author 
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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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