
                                                          
  
Weekly Commentary             Week of 04/25/2016 
  
The Markets (as of market close April 22, 2016) 
 
The markets were relatively calm last week with the S&P 500 (SPY) gaining about 
.57%*. During the week, HCM’s global diversification added value vs. the S&P because 
foreign stocks generally outperformed.  We expect more volatility from foreign securities 
over the next few weeks as Britain wrestles with the decision of leaving the European 
Union (Brexit). 
 
Volatility may also pick up this week as tension builds around the Federal Reserve’s 
policy meeting. Following mixed data in the first quarter we do not expect an increase in 
rates. 
 
An additional big issue to contend with as we move through earnings season is how 
well the market will tolerate a reduction in earnings.  Often, declines in earnings, in 
otherwise expensive markets, serve as a catalyst for a correction.  While HCM believes 
this is in our future, signs are only mixed at the current time.   
 
Although HCM made no portfolio changes last week, we are very close to shaving 3% 
to 5% from our overall equity exposure in our Advance and Defend™ portfolios to 
capture some of the profits offered as a result of the strong recovery that has occurred 
since the early winter selloff. 
 
Such a move would be for rebalancing and allocation management purposes because 
the recent rally has taken our equity exposure to the high-end of our policy ranges. Our 
rebalancing discipline calls for us to trim these excesses when they present themselves.  
HCM will still be overweight in equities after this trade occurs. 
 
We are also planning to make a tactical reallocation of our fixed income portfolios to 
reduce our duration (interest rate) exposure while increasing credit exposure.  We will 
be targeting either the low end of the investment grade sector or the high end of the 
high-yield sector.  
 
Today we sold General Mills from the HCM dividend growth portfolio as it reached our 
price target.  The proceeds will be invested in the financial sector which we believe will 
make progress over the next several years as interest rates are allowed to slowly rise. 
We will provide more details on that trade after it has been completed. 
 
Last Week's Headlines 
• New home construction slowed during the end of the first quarter as housing starts 

fell 8.8% from a month earlier, according to the latest report from the Census 
Bureau. Single-family home starts dropped 9.2% and multifamily starts fell 8.5%. An 
indication of future construction, applications for building permits also lost ground, 
coming down 7.7% from February.  

 
• The National Association of Home Builders Housing Market Index (HMI) came in at 

58 for April, unchanged for the third consecutive month. The HMI is based on a 



monthly survey of NAHB members who are asked to rate the market conditions for 
single-family home sales currently and in the next six months, as well as traffic of 
prospective buyers of new homes. Compared to last April, the HMI is up 2 points.  
 

 
 
• Marking the weakest upturn in overall business conditions since September 2009, 

the Markit Flash U.S. Manufacturing PMI™ for April fell to 50.8 from 51.5 in March. 
The flash PMI index, which is based on approximately 85% of usual monthly survey 
replies, was only marginally above the crucial 50.0 no-change threshold. According 
to the report, softer rates of manufacturing output and new business growth, 
alongside a weaker rise in staffing numbers, were the main factors weighing on the 
headline PMI figure during April.  
 

 
 

• For the week ended April 16, there were 247,000 claims for unemployment 
insurance, a decrease of 6,000 from the previous week's revised level. This is the 
lowest level for initial claims since November 24, 1973 when it was 233,000. The 
advance seasonally adjusted insured unemployment rate remained at 1.6%. The 
advance number for continuing unemployment insurance claims for the week ended 
April 9 was 2,137,000, a decrease of 39,000 from the prior week's revised level.  

 
Eye on the Week Ahead  
The big news this week comes from the Federal Reserve, which is meeting for the third 
time this year. Since raising interest rates in December, the Fed has been cautious 
about increasing them again. While some experts believe the Fed will raise rates again 
in 2016, it may not be in April. The Committee does not meet again until June. 
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Key Dates for Reports and Data Releases 
 
4/25: New home sales 
4/26: Durable goods orders, Case-Shiller Home Price Index, consumer confidence 
4/27: International trade in goods, pending home sales, FOMC meeting announcement 
4/28: GDP 
4/29: Personal income and outlays, Employment Cost Index, consumer sentiment 
 
 
Weekly Focus – Think About It  
“Compound interest is the eighth wonder of the world. He who understands it, earns it… 
He who doesn’t… pays it.” Albert Einstein 
 
*Per Morningstar 
 
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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