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Weekly Commentary             Week of 05/23/2016 
  
 
The Markets (as of market close May 20, 2016) 
 
Global markets suffered from a split personality last week as U.S. stocks, as measured 
by the Russell 3000 (IWV), gained about 0.44%.  Developed foreign stocks (EFA) made 
up a little ground, gaining approximately 0.31% and emerging markets (EEM) lost 
approximately 1.35%. With interest rates popping on the Fed’s Wednesday warning, 
bonds, as measured by the U.S. Aggregate Bond Index (AGG), lost about 0.63%. (Note: 
performance is based on the change in net asset value.)  
 
On Wednesday, the Federal Reserve sent a shot across the bow of skeptical investors 
indicating that, if the economy continues to improve, an interest rate increase is very 
much on the table at their June meeting.  It is no surprise that this news in an overpriced 
illiquid market triggered some quick volatility, driving the Dow down nearly 400 points 
from the week’s high, before staging a partial recovery.  This type of action is not 
particularly remarkable when viewed from a historical perspective.  HCM believes that 
barring a policy mistake or a slowing of the modest growth being experienced in major 
economies that this volatile range-bound trading will continue.  While the volatility is 
disquieting, we are not planning to reduce equity risk at this time. As a result, HCM 
made no portfolio changes last week. We continue to be modestly overweight global 
equities despite our view that valuations are stretched and liquidity is tight.  
 
Also, as an administrative note, HCM will be closed for the Memorial Day Holiday next 
Monday, May 30th.  We will not publish a weekly commentary next week.  We will 
resume our regular schedule on June 6th.  
 
Last Week's Headlines 
• The minutes from the April FOMC meeting, released last week, revealed that an 

interest rate increase in June is a distinct possibility if economic conditions continued 
to improve into the second quarter. Raising the federal funds rate can have 
conflicting implications. On the one hand, raising rates is indicative of the Fed's 
opinion that the economy is improving. Conversely, higher rates can have the effect 
of increasing the cost of investing in stocks, which could negatively impact the 
markets. 
 

• The National Association of Home Builders Housing Market Index for May remained 
at 58 for the fourth consecutive month. The index for current single family sales 
remained at 63 – the same as April – while the index for single family sales over the 
next six months increased in May to 65 from April's reading of 62. According to 
NAHB Chief Economist Robert Dietz, "The fact that future sales expectations rose 
slightly this month shows that builders are confident that the market will continue to 
strengthen. Job creation, low mortgage interest rates, and pent-up demand will also 
spur growth in the single-family housing sector moving forward."  
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• The sale of existing homes increased for the second consecutive month, despite an 
inventory shortage and increasing price momentum. Total existing home sales rose 
1.7% in April at an annual rate of 5.45 million from 5.36 million in March. Sales are 
up 6.0% from April 2015. 

 

• The number of building permits issued (3.6%) and housing starts (6.6%) increased 
in April compared to March, while the number of housing completions fell 11.0%. 
While these figures could be revised as further information is obtained, this report 
reflects positive expansion in the private housing sector following a slowdown in the 
first quarter of the year. 

 

• For the week ended May 14, there were 278,000 claims for unemployment 
insurance, a decrease of 16,000 from the previous week's unrevised level. The 
advance seasonally adjusted insured unemployment rate remained at 1.6% from the 
prior week's unrevised level.  

Eye on the Week Ahead  

Following last week's reports on housing starts and existing home sales, this week 
provides the latest information on new home sales. The second estimate on the first-
quarter GDP closes the week. 
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Key Dates for Reports and Data Releases 
 
5/24: New home sales 
5/25: International trade in goods 
5/26: Durable goods orders, pending home sales 
5/27: GDP, consumer sentiment 
 
 
Weekly Focus – Think About It  
“A candle loses nothing by lighting another candle.” James Keller 

 
 

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. 

 
 • • • 

6116 Harrison Avenue Cincinnati, OH 45247  


	Last Week's Headlines
	 For the week ended May 14, there were 278,000 claims for unemployment insurance, a decrease of 16,000 from the previous week's unrevised level. The advance seasonally adjusted insured unemployment rate remained at 1.6% from the prior week's unrevise...
	Eye on the Week Ahead

