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Market Insights for the Week Ending October 21, 2016 
  
HCM believes that the combined effects of a more stable dollar and recovering oil 
prices are positive for the U.S. economy. This improving situation will, we believe, 
begin to manifest itself in modestly improving earnings reports. While our five year 
return estimates favor foreign equities (see below) we continue to hold a meaningful 
allocation to large U.S. stocks for their relative defensive characteristics. This could 
prove to be a valuable asset in the periodically volatile environment we expect in the 
coming low growth economy. Our belief that we will see stable profit margins 
combined with very low interest rates leads us to maintain our overweight allocation to 
equities and to credit and alternative solutions within the fixed income space. 

 
As we have mentioned in this column many times, we believe we are in for lower than “historically 
normal” nominal returns over the next several years. Our return expectations, displayed below, reflect 
our current five year capital markets assumptions. While we have lowered our return assumptions 
across most asset classes due to increased valuations, we continue to see rewarding real (inflation 
adjusted) returns. 
 

 
 
 
 
Market Activity 
Markets across the board gained some ground last week.  U.S. Stocks, as measured by the Russell 
3000 (IWV) gained about .42% for the week while developed foreign markets (EFA) gained .49%.  
Emerging markets (EEM) were the big winner gaining 1.57% for the week.  Bonds (AGG) gained 
about .33% for the week. (Note: performance is based on the change in net asset value.) 
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Last Week's Headlines 
• Overall, consumer prices increased in September, but core prices changed very little. The 

Consumer Price Index, a measure of the change in the prices of goods and services purchased 
by consumers, increased in September over August. The gasoline index rose 5.8% in 
September and accounted for more than half of the increase in the CPI. The energy index 
increased 2.9%, its largest advance since April. The index for all items less food and energy 
(core prices) rose a scant 0.1% in September after a 0.3% increase in August. The CPI has 
risen 1.5% over the last 12 months — its largest 12-month increase since October 2014. 
However, core prices actually fell 0.1 percentage point year-over-year. Based on this report, 
inflation may be trending up, but at a very moderate pace. 

 
 

• The National Association of Home Builders Housing Market Index, based on a survey of NAHB 
members, fell 2 points to 63 for October. Home builders have some reservations about the 
present market for new home sales due to concerns over shortages of lots and labor. However, 
the index for single-family home sales over the next six months increased 1 percentage point, 
as respondents expect the housing market to continue to make slow and steady gains. 
 

 
 

• Industrial production edged up 0.1% in September after falling 0.5% in August. For the third 
quarter as a whole, industrial production rose at an annual rate of 1.8% for its first quarterly 
increase since the third quarter of 2015. Manufacturing output increased 0.2% in September 
and moved up at an annual rate of 0.9% in the third quarter. However, compared to last year, 
industrial production is down 1.0% with manufacturing output remaining unchanged from a year 
earlier. 
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• In the week ended October 15, the advance figure for seasonally adjusted initial unemployment 
insurance claims was 260,000, an increase of 13,000 from the previous week's revised level. 
The advance seasonally adjusted insured unemployment rate remained at 1.5%. The advance 
number for seasonally adjusted insured unemployment during the week ended October 8 was 
2,057,000, an increase of 7,000 from the previous week's revised level. 
 

Key Dates/Data Releases 
10/25: Consumer confidence 
10/26: International trade in goods, new home sales 
10/27: Durable goods orders 
10/28: GDP, Employment Cost Index 

 
Eye on the Week Ahead 
After several weeks of volatility, investors will likely keep their fingers crossed for a break in the action 
as third-quarter earnings reports continue to stream in. Rising oil prices and increased consumer 
spending could expand the third-quarter GDP. 
 
Weekly Focus – Think About It  
“Outcome is not in your control. What’s in your control is your effort and your intentions.” Amit Sood, 
Professor of Medicine at Mayo Clinic College of Medicine 
 
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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