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Next week is the 4th of July holiday and we will not be publishing a Weekly Market Commentary. 
 
Market Insights for the Week Ending June 24, 2016 

 
Should I stay or should I go now? 
If I go there will be trouble 
An’ if I stay it will be double 
So you gotta’ let me know 
Should I stay or should I go? 
 
Lyrics of Should I Stay or Should I Go? The Clash, June 1982 

 
 

Last week was all Europe, all the time.  The Brexit vote resulted in a decision for the United Kingdom 
to leave the European Union.  While the decision was a surprise, the immediate emotional market 
reaction was not.  Markets sold off on Friday morning and the selling continued into this morning’s 
trading.  
 
While the political integrity of the Union will certainly be challenged, it seems clear that any post Brexit 
agreement will need to maintain a free trade zone.  With a little luck, the Brexit vote will serve as a 
wakeup call that will encourage politicians both in Europe and here in the U.S. to put growth policies in 
place. 
 
In the two days prior to the Brexit vote, HCM sold international equities for many of our Advance and 
Defend™ portfolios, depending on the asset allocation.  The Strategic portfolios do not make these 
tactical adjustments, however, we are watching carefully for rebalancing opportunities to buy equities 
“on sale”.  As a result, if markets continue to sell off over the next few trading days, we will be adding 
to our equity exposure to bring it back up to target weights.    
 
Although economic news was lost behind the European headlines, we continue to track economic 
indicators as they are released. Last week offered a mixed bag as we saw some hopeful signs that the 
economy may be reaccelerating in June after taking a breather in May. There were also some caution 
signs. On the positive side, several composite indicators that weakened in May, such as flash 
manufacturing PMI, initial jobless claims and the Bloomberg Consumer Comfort data, have begun to 
recover, suggesting some re-acceleration may be appearing in early June.   
 
On the negative side, durable goods declined, and in contrast to the Bloomberg data, the 
Reuters/University of Michigan Consumer Sentiment Index took a surprising dip.  The durable goods 
picture could worsen if the U.S. dollar continues to strengthen as a result of Brexit. 
 
For the week, global markets were trending higher almost everywhere until the U.K. news broke 
Thursday evening.  U.S. stocks, as measured by the Russell 3000 (IWV) lost about 1.63% for the 
week.  (Prices were down 3.7% on Friday, but were up during the first few days of the week.) 
 
Developed foreign markets (EFA) lost approximately 1.73% for the week (7.10% loss on Friday) while 
emerging markets (EEM) were essentially flat gaining approximately .09% (3.57% loss on Friday). 
While stocks were being tossed around, bonds (AGG) gained about .20% for the week.  (Note: 
performance is based on the change in net asset value.) 
 
 

Mike Hengehold 
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Last Week's Headlines  
 
 British Prime Minister David Cameron vowed to resign following Britain's surprise referendum vote 

last week to exit the European Union. Stock markets around the world plummeted, and the British 
pound fell by as much as 11% following news of the vote. Roughly 17.4 million United Kingdom 
voters chose to exit the European Union by 51.8% of the vote. With the vote, the UK has two years 
to negotiate its withdrawal from the EU. To formally exit the EU, the UK must invoke Article 50 of 
the Lisbon Treaty. Since Article 50's adoption in 2009, no member country has exited the EU, so 
how the process will work is relatively unknown as this is the first time Article 50 will be invoked. 
Until then, EU treaties and laws will continue to apply to the UK. 
 

 The EU is an economic and political partnership of 28 countries operating as a single market, 
which allows free movement of goods, services, money, and people within the EU as if it were a 
single country. With the EU's second-largest economy voting to exit the EU, many issues remain to 
be resolved, including determining the status of UK citizens working in the EU and vice versa, 
whether travel restrictions will apply to UK citizens seeking to move about the EU, trade 
ramifications between the UK and the EU, and the status of Scotland and Northern Ireland, both of 
which voted to remain in the EU. Finally, it is important to note that the referendum vote is not 
legally binding. Parliament must pass laws to formally withdraw from the EU. In short, much is still 
to be determined, meaning Brexit will be in the news for quite some time to come.  
 

 It was a busy week for FOMC Chair Janet Yellen, who appeared before the Senate Banking 
Committee and the House Financial Services Committee. Submitting identical remarks before both 
committees, Yellen reiterated the need to maintain a cautious monetary approach regarding the 
economy. Citing the Brexit vote, China's economic situation, stalled labor growth, and inflation that 
remains below the Fed's target 2.0% rate, Yellen said the expectation is that the economy will 
improve over time. However, the pace of improvement is uncertain, so the timing of interest rate 
adjustments is not on a preset or predictable course. 
 

 Falling durable goods orders in May provided some justification for the Fed's cautious stance on 
projected economic growth. New orders for durable goods (expected to last at least three years) 
fell 2.2% to $230.7 billion following two consecutive months of gains.  
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 Existing home sales picked up the pace in May, according to the National Association of 

Realtors®. Total existing home sales grew 1.8% to a seasonally adjusted annual rate of 5.53 
million, up from a downwardly revised 5.43 million in April. Sales are 4.5% ahead of the May 2015 
rate, and are at their highest annual pace since February 2007. The median existing-home price 
for all housing types in May was $239,700, up 4.7% from May 2015. Total housing inventory 
jumped 1.4% to 2.15 million existing homes available for sale, which represents a 4.7-month 
supply, the same as April. 
 

 
 

 On the other hand, new home sales edged downward in May, according to the latest report from 
the Census Bureau. Sales of new single family homes fell 6.0% in May to an adjusted annual rate 
of 551,000, 35,000 below April's revised annual rate of 586,000. May's figure is still 8.7% above 
May 2015. While the pace of new home sales clearly slowed in May, sales are still moving at a 
favorable pace, particularly compared to April, which marked the fastest sales pace since February 
2008. 
  

 Consumers are a little less confident in the economy moving forward, according to June's Surveys 
of Consumers from the University of Michigan. The Index of Consumer Sentiment fell to 93.5 in 
June from 94.7 in May and 96.1 in June of 2015.  
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Eye on the Week Ahead  
 
The last week of the month and quarter is highlighted by the final estimate of the first-quarter GDP and 
the latest figures on personal income and outlays. Particular attention will be paid to personal 
consumption expenditures (PCE), an important measure of inflation according to the Federal Open 
Market Committee. It will be interesting to see how Wall Street responds following the upheaval 
caused by the Brexit vote. 
 
Key Dates for Reports and Data Releases 

6/27: International trade  
6/28: GDP, consumer confidence 
6/29: Personal income and outlays 
7/1: PMI Manufacturing Index, ISM Manufacturing Index 

 
Weekly Focus – Think About It  
 
"Progress always involves risks. You can't steal second base and keep your foot on first." Frederick B. 
Wilcox, Writer  
 

 
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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