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The Markets and the Economy 
 
Global Equities finished the week ending October 23rd on a high note following a strong finish in the 
technology sector. China cut interest rates once again in an attempt to spur its waning economy. The 
European Central Bank hinted that it could scale up its bond-buying stimulus program, further 
boosting stock markets around the globe.  
 
Last Week’s Headlines 
 

 China cut its policy interest rate and the reserve-requirement ratio for banks, attempting to boost 
credit growth and 
revive the country’s 
slowing economy. 
Third-quarter gross 
domestic product grew 
at an annual rate of 
6.9%. This was the 
slowest pace since 
early 2009 but above 
the expected 6.8%, 
indicating a continuing 
gradual slide. 

 
  

 Initial claims for unemployment insurance increased by 3,000 for the week ending October 17th, to 
close at 259,000, up 
from the previous 
week's revised level of 
256,000. The advance 
seasonally adjusted 
insured unemployment 
rate was unchanged at 
1.6% for the week 
ending October 10th, 
while the advance 
number for continuing 
unemployment 
insurance claims 
increased 6,000 to 
2,170,000. 

 

 The National Association of Home Builders Housing Market Index attempts to gauge home 
builders' perception of the general economy and housing market conditions based on a survey of 
its members. According to its most recent report, builders gained confidence in the market for 
newly constructed single-family homes in October as the index rose 3 points to 64.  



 
 
 

 New residential construction picked up in September, according to the U.S. Census Bureau's 
latest figures. Privately owned housing starts (beginning of the construction phase) were at an 
annual rate of 1,206,000, or 6.5% above the revised August estimate, and 17.5% over the 
September 2014 rate. Looking forward, residential building permits fell off by 5% in September 
compared to August, indicative of a possible slowdown in residential construction in the months 
ahead. 

 

 Following last month's decline in existing home sales, the National Association of Realtors® 
reports that existing home sales increased 4.7% for September to a seasonally adjusted annual 
rate of 5.55 million. Total existing home sales are 8.8% above a year ago (5.10 million). However, 
the median existing home price for all housing types fell in September to $221,900, which is down 
from August's median price of $228,500. Nevertheless, the housing market, in general, continues 
to be a positive economic sector. 

 

 Manufacturing, which has been a relatively weak sector this year, may be showing signs of an 
uptick. October's Purchasing Managers' Manufacturing Index increased to 54, up from 53.1 in 
September. The companies surveyed for the index indicated that improving demand from 
domestic markets and competitive pricing strategies have led to accelerated production levels. 
While this is a preliminary report, any favorable news on the manufacturing front is welcome. 

 
Eye on the Week Ahead 
 
Much of the focus this week will be on the Federal Reserve's meeting, which again will raise the 
question of whether, or when, interest rates will be raised. The first preliminary report on the gross 
domestic product for the third quarter is also scheduled to be released. 
 
Key Dates for Reports and Data Releases:  
 

 10/26: New home sales 

 10/27: Durable goods orders, S&P Case-Shiller Home Price Index, consumer confidence 

 10/28: FOMC meeting 

 10/29: GDP; jobless claims, pending home sales index 

 10/30: Personal income and outlays; employment cost index, consumer sentiment 
 

 HCM Financial Independence Planning Series Article 
   

Upholding Your End of the Deal:  Required Minimum Distributions (RMDs) 
 
If you are over 70½, the IRS requires that you take a distribution from 
your tax-deferred IRA each year. That doesn’t mean you have to spend 
the money – for example, you can re-invest the distribution in a taxable 
account – but it does mean you owe some taxes. That was the deal when 
you signed up: tax deductible contributions on the front end, and years of 
tax deferred compounded earnings on your investments…with the 
agreement that you pay income tax in the future when you take the 
money out. Naturally, keeping track of how much money you owe is one 
of Uncle Sam’s strong suits.      
 
 
 



 
 
 
The IRS determines the minimum amount you must distribute and pay taxes on each year with a 
formula that uses your age and the value of the tax deferred account. If you fail to take your RMD, 
you face some hefty penalties. The penalty for a missed distribution is 50% of the amount you failed 
to take. That means if you failed to take an RMD of $10,000, you would owe a $5,000 penalty in 
addition to the tax you already owe (ouch!).     
 
Which Accounts are Subject to Required Distributions? 
 
In general, accounts that received deductible contributions are subject to RMD requirements. That 
means Traditional IRAs, simplified employee pension (SEP) IRAs, and SIMPLE IRAs are subject to 
the RMD Rules while you are alive.   
 
The big exception from RMD rules is the Roth IRA. As the tax law is currently written, you are not 
required to take distributions from your Roth IRA in your lifetime… the rules change a little bit for 
Inherited Roth IRAs. With a Roth IRA, you actually paid taxes before you contributed money to the 
IRA. The contribution was not deductible, and therefore, you do not owe taxes on the distribution of 
your principal contribution as long as you’ve satisfied the 5 year-rule. The 5-year rule requires that the 
contribution was made at least 5 years ago. If you satisfied all of those conditions, your earnings are 
distributed tax free as well! 
 
Employer-sponsored retirement plans are also subject to RMD rules. Qualified pension plans, 
qualified stock bonus plans, and qualified profit-sharing plans are subject to RMDs. Section 457 (b) 
plans and Section 403 (b) plans are also generally subject to RMD rules.    
 
But what if I’m still working? 
 
If you work past 70½ and are participating in a plan, you likely will not be required to take distributions 
from the plan in which you are currently participating. This exception does not apply to Traditional 
IRAs or qualified employer-sponsored plans from a previous employer.  
  
Remember – when in doubt, contact your plan administrator or your HCM Wealth Advisor with 
questions.   
 
Weekly Focus – Think About It 
 
“The function of education is to teach one to think intensively and to think critically. Intelligence plus 
character – that is the goal of true education.” 
 – Martin Luther King, Jr., Civil rights activist 
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 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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