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Market Insights for the Week Ending September 30, 2016 
  
September had its share of volatile days, but in the end stocks gained ground for both 
the month and the quarter with both U.S. and foreign stocks on the positive side of the 
ledger.  HCM believes that the decline which occurred early in September will prove 
to be a pause that refreshes rather than the beginning of something bigger.  Foreign 
stocks outperformed U.S. stocks for both the month and quarter giving a modest 
performance edge to globally diversified portfolios. 
 
Election related volatility typically peaks four to six weeks prior to the election.  As we 
are now in that magical period, HCM is monitoring election data on a daily basis to 

determine if we will reduce Advance and Defend™ portfolio risk below neutral prior to the election.  
The markets abhor uncertainty!  If it appears that uncertainty is increasing as we approach November 
8th, we may make cash available in case an opportunity presents itself to buy stocks at lower prices in 
a panicking market. 
 
Looking forward, rising bond yields could create a headwind for stocks. However, with bond yields 
rising only modestly (which is HCM’s expectation) in tandem with signs of improving economic growth 
globally, equities should be able to experience continued growth. 
 
Third quarter data has cooled expectations for a sharp rebound in growth in the second half of 
2016.  The underlying trend of below-average growth amid modest inflation remains intact, supported 
by favorable credit conditions.  Consumer spending remains robust, while business capital 
expenditures continue to decline.  But there are tentative signs of a pickup in capital expenditures.  
These include durable goods orders rising, business capital improvement plans being announced, 
energy prices stabilizing, and the expectation that economic policy uncertainty will subside after the 
election.  
 
HCM believes that these factors support a favorable intermediate term for equities vs. bonds. 
 
Market Activity 
 
Global markets were mixed last week.  U.S. stocks, as measured by the Russell 3000 (IWV) gained 
about .16% for the week and bonds (AGG) gained about .05%.  Developed foreign markets (EFA) lost 
approximately .69% for the week while emerging markets (EEM) lost about 1.51%.  (Note: 
performance is based on the change in net asset value.) 
   
Last Week's Headlines  
• The gross domestic product grew at a slightly faster pace in the second quarter compared to the 

first, according to the third and final estimate released by the Bureau of Economic Analysis. The 
GDP increased at an annual rate of 1.4% in the second quarter of 2016, compared to an 0.8% 
increase in the first quarter. The second quarter increase in the GDP reflected positive 
contributions from personal consumption expenditures, exports, and nonresidential fixed 
investment.  
 

• During testimony before the Committee on Financial Services, FOMC Chair Janet Yellen indicated 
that the majority of the Committee favors raising interest rates, but there is no fixed timetable. She 
said the Committee expects the jobless rate to fall further and job growth to continue. 
 

• The U. S. trade deficit narrowed 0.6% in August from July, according to the latest report from the 
Census Bureau. The international trade deficit was $58.4 billion in August, down $0.4 billion from 
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$58.8 billion in July. Exports of goods for August were $124.6 billion, $0.9 billion more than July 
exports. Imports of goods for August were $183.0 billion, $0.5 billion more than July imports. 

 
• The University of Michigan's Survey of Consumers indicated consumer confidence in economic 

conditions edged upward in September due to gains among higher income households.  The Index 
of Consumer Sentiment increased to 91.2 in September, up from 89.8 in August.  
 

 
 
• In the week ended September 24, the advance figure for seasonally adjusted initial unemployment 

insurance claims was 254,000, an increase of 3,000 from the prior 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 September 17 was 
2,062,000, a decrease of 46,000 from the previous week's revised level.  
 

Eye on the Week Ahead  
Job growth has been steady throughout much of the year, averaging about 187,000 new jobs per 
month. The upcoming jobs report this week is expected to show continued growth for September. Also 
worth noting are reports focusing on the manufacturing sector, which has slowed during the summer 
but may pick up in the fall. 
 
Key Dates/Data Releases  
10/3: PMI Manufacturing Index, ISM Manufacturing Index 
10/5: International trade, ISM Non-Manufacturing Index 
10/7: Employment situation 
 
Weekly Focus – Think About It  
 
“Success is nothing more than a few simple disciplines, practiced every day.” Jim Rohn  
 
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 
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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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