
                                                                                                                           
                                                                                                                                                                                                                                                                

 
Weekly Commentary             Week of 01/11/2016 
  
 
An Update on Early Volatility 
 
The first week of 2016 has challenged some investors’ confidence.  Equity markets 
around the world, as measured by the MSCI All-Country World Index, were down over 
6% through January 8.  Weaker-than-expected economic growth in China and 
geopolitical uncertainties in the Middle East and North Korea have added to the 
volatility.  
 
Concerns over China’s growth continue to haunt the global markets. China's Shanghai 
Composite Index fell 7% within the first 30 minutes of trading on Thursday (1/7), 
prompting government officials to halt trading for the day. The sour mood spilled into 
global markets as many investors focused on speculation of slowing growth in China. 
 
In light of the recent market action, we've received a number of questions concerning 
the impact of the most recent market volatility on HCM portfolios. 
 

• First, it's important to remember that "normal markets" tend to be much more 
volatile than what we have become accustomed to since the Fed started 
providing a steady stream of economic stimulus many years ago. That era 
appears to be behind us, so a return to normal volatility is expected. 

 
• As a result of the recent volatility, markets are generally oversold. 

 
• Seasonal influences are turning positive. 

 
• Like most election years, after a rocky start, 2016 should ultimately end up on a 

positive note with stocks outperforming both bonds and cash 
 

• While we do believe markets are expensive, making them susceptible to 
correction, it would be unusual to enter a prolonged bear market without being on 
the brink of an economic recession. While we can't be sure of future economic 
events, we do not believe a recession is in the cards for 2016. For this reason we 
believe the highest probability outcome will be limited to "tolerable corrections", 
consistent with historical volatility, and higher stock prices at year-end. 

 
It is important not to overlook the positives we have seen in early 2016, like improving 
economic and survey data in Europe and signs of rising employment, inflation and 
stronger consumer spending in the U.S.  
 
Our disciplined investment process led us to allocation changes last week.  In an effort 
to mitigate some of the “China – risk” we reduced our emerging market exposure and 
reallocated those assets to U.S. dividend paying securities.  While we remain committed 
and focused on ensuring that our portfolios are globally diversified we believe this 
modest adjustment is an appropriate move at this time. 
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We encourage clients to speak with their HCM Wealth Advisor if you have any 
questions. 
 
 
Last Week’s Headlines 
 
• The final U.S. labor figures for 2015 revealed that the employment sector enjoyed 

one of its best years in the last decade as nonfarm payrolls increased by 292,000 in 
December, while the unemployment rate remained at 5% for the third month in a 
row. According to the Bureau of Labor Statistics, gains in the job market occurred in 
several industries, led by professional and business services, construction, health 
care, and food services.  
 

 
 
 

• The manufacturing sector closed 2015 on a sour note. The Census Bureau's latest 
report showed that new orders for manufactured goods in November decreased $1.1 
billion, or 0.2%, from October. The news wasn't much better for December, as the 
Institute for Supply Management® composite Purchasing Managers' Index® 
contracted for the second consecutive month registering 48.2%, a decrease of 0.4 
percentage point from November's reading of 48.6%.  
 

• While the manufacturing sector may be showing signs of weakness, the non-
manufacturing area (services, construction, mining, agriculture, forestry, fishing and 
hunting) grew in December, according to the latest Non-Manufacturing ISM® Report 
On Business®, which saw its non-manufacturing index register 55.3%. Any index 
reading of 50% or higher indicates growth.  
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• The international trade deficit narrowed by $2.2 billion in November compared to 

October, according to the Census Bureau's latest report. The goods and services 
deficit for November was $42.4 billion, as exports were $182.2 billion ($1.6 billion 
less than October) and imports were $224.6 billion ($3.8 billion less than October).  
 

 
 

• For the week ended January 2, there were 277,000 initial claims for unemployment 
insurance, a decrease of 10,000 from the prior week's unrevised total. For the week 
ended December 26, the advance number for continuing unemployment insurance 
claims was 2,230,000, an increase of 25,000 from the previous week's revised level.  

 
The advance seasonally adjusted insured unemployment rate was 1.6% for the 
week ended December 26. 

 
 
Eye on the Week Ahead 
Several important economic indicators are highlighted this week. Of particular interest 
are the latest reports on job openings, producer prices, retail sales, and industrial 
production. 
 
 
Key Dates for Reports and Data Releases: 

• 1/12:  JOLTS (Job Openings and Labor Turnover Survey) 
• 1/13:  Treasury budget 
• 1/14:   Import and export prices 
• 1/15: Producer Price Index, retail sales, industrial production, consumer 

sentiment, business inventories 
 
 
Weekly Focus – Think About It  
 
"Twenty years from now you will be more disappointed by the things that you didn't do 
than by the ones you did do. So throw off the bowlines. Sail away from the safe harbor. 
Catch the trade winds in your sails. Explore. Dream. Discover."  - Mark Twain 
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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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