
                                                          
 
  
Portfolio Strategy Update: Year-End Rally Still on Track 
 
October was a good month for global stock markets and it appears that the year-end 
rally we discussed in our 3rd Quarter Investment Commentary is now underway. The 
gains in October followed a steep decline in August into September on worries about 
soft global growth just as the Fed was considering an increase in interest rates.  The 
obvious questions are: is the global stock market rally justified, and is the rally 
sustainable? We think the answer to both questions, at least for the near term, are yes.  
Global market conditions have improved since the volatile sessions of August and 
September and the recent rally off the lows has been strong enough to reverse some of 
the extremely bearish sentiment.  Other positive drivers include: 
 

• Highly accommodative global monetary policies 
• Europe and Japan appear to be in solid shape, with improving fundamentals and 

a muted economic recovery underway 
• U.S. corporate earnings, while at the high end of their long term range, have 

thus far exceeded expectations  
 

We believe this backdrop favors a further advance in prices through the end of this year 
and into 2016. As a result, this week we will be making additional tactical adjustments in 
all HCM Advance and Defend™ Portfolios. We will be reallocating capital from fixed 
income to U.S. stocks.  Our tactical transition is likely to be completed later this week.  If 
you have any questions, please contact your HCM Wealth Advisor. 
 
Last Week’s Headlines 
 
• The Federal Open Market Committee (FOMC) again voted to maintain its current  

interest rate policy through November. While noting that economic activity has been 
expanding at a moderate pace, with household spending and business fixed 
investment increasing in recent months, the FOMC also noted that net exports are 
soft, the pace of job gains has slowed, and inflation continues to run below the 
FOMC's target rate of 2.0%. The FOMC does not meet again until December, at 
which time it will assess progress towards its objectives of maximum employment 
and 2.0% inflation. While a rate increase is still in play for December, the FOMC 
cautioned that, "even after employment and inflation are near mandate-consistent 
levels, economic conditions may, for some time, warrant keeping the target federal 
funds rate below levels the committee views as normal in the longer run." 

 
 
• Initial claims for unemployment 

insurance increased by 1,000 
for the week ended October 24, 
to close at 260,000, up from the 
previous week's unrevised level 
of 259,000. The advance 
seasonally adjusted insured 
unemployment rate was 



unchanged at 1.6% for the week ended October 17, while the advance number for 
continuing unemployment insurance claims decreased 37,000 to 2,144,000 – the 
lowest level since November 4, 2000. 

 
 
• As predicted by the FOMC, 

last Thursday's first report 
on the third-quarter GDP 
showed a slowdown in the 
economy's growth. Real 
gross domestic product – 
the value of the goods and 
services produced by the 
nation's economy less the 
value of the goods and 
services used up in 
production – increased at 
an annual rate of 1.5% in the third quarter of 2015, according to the "advance" 
estimate released by the Bureau of Economic Analysis. In the second quarter, real 
GDP increased 3.9%. The deceleration in the growth of the GDP is attributable, in 
part, to a decrease in private inventory investment and in exports. 

 
• The housing market, which has been a consistently favorable performer this year, 

received a bit of a jolt with the latest U.S. Census Bureau report revealing that sales 
of new single-family houses in September were at a seasonally adjusted annual rate 
of 468,000 – 11.5% below the revised August rate of 529,000. The slowdown in new 
home sales could be attributed to a rise in asking price, which, at $296,900, is 13.5% 
higher than a year ago. 
 

• The U.S. Census Bureau publishes an advance report on the trade gap in goods 
(not services) about a week before more detailed information is released by the U.S. 
Bureau of Economic Analysis. The advanced report revealed that the trade gap is 
expected to narrow – closing at $58.6 billion in September compared to $67.2 billion 
in August. 
 

• For the third quarter, compensation costs for civilian workers increased 0.6%, the 
U.S. Bureau of Labor Statistics reported last week. Wages and salaries (which make 
up about 70% of compensation costs) increased 0.6%, and benefits (which make up 
the remaining 30% of compensation) increased 0.5%. As the number of available 
jobs contracts, wages may be showing some upward movement based on these 
latest figures. 
 

• According to The Conference Board Consumer Confidence Index®, consumer 
confidence declined in October. The index dropped from 102.6 in September to 97.6 
in October. Lynn Franco, Director of Economic Indicators at The Conference Board 
said, "Consumers were less positive in their assessment of present-day conditions, 
in particular the job market, and were moderately less optimistic about the short-term 
outlook." Conversely, the University of Michigan's Index of Consumer Sentiment for 
October rose to 90.0 from 87.2 in September due to gains in confidence among 
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lower income households. However, confidence among households with incomes in 
the top third retreated a bit. 

 
Eye on the Week Ahead 
 
With news that the Fed will not be raising interest rates in the near term, focus for the 
coming week will center on manufacturing, the trade deficit, and the employment 
situation – areas of particular interest to the FOMC. 
 
Key Dates for Reports and Data Releases: 
 

• 11/2: PMI manufacturing index, ISM Manufacturing Index, construction spending 
• 11/3: Factory orders 
• 11/4: International trade, ISM Non-Manufacturing Index 
• 11/5: Jobless claims, productivity and costs 
• 11/6: Employment situation 

 
HCM Financial Independence Planning Series Article 

 
2015 Year-End Tax Planning Basics 
 
As the end of the 2015 tax year approaches, set 
aside some time to evaluate your situation and 
consider potential opportunities. Effective year-end 
planning depends on a good understanding of both 
your current circumstances and how those 
circumstances might change next year.  If you would 
like HCM to partner with your Accountant to help 
review your tax deductions and tax bracket 
management, please talk to your Wealth Advisor.  
                                                                                                                                 Source: designyourownhome.blogspot.com  

Basic strategies 
 
Consider whether there's an opportunity to defer income to 2016. For example, you 
might be able to defer a year-end bonus or delay the collection of business debts, rents, 
and payments for services. When you defer income to 2016, you postpone payment of 
the tax on that income. And if there's a chance that you might be paying taxes at a lower 
rate next year (for example, if you know that you'll have less taxable income next year), 
deferring income might mean paying less tax on the deferred income. 
 
You should also look for potential ways to accelerate 2016 deductions into the 2015 tax 
year. If you typically itemize deductions on Schedule A of Form 1040, you might be able 
to accelerate some deductible expenses – such as medical expenses, qualifying 
interest, or state and local taxes – by making payments before the end of the current 
year, instead of paying them in early 2016. Or you might consider making next year's 
charitable contribution this year instead. If you think you'll be itemizing deductions in one 
year but claiming the standard deduction in the other, trying to defer (or accelerate) 
Schedule A deductions into the year for which you'll be itemizing deductions might let 
you take advantage of deductions that would otherwise be lost. 
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Depending on your circumstances, you might also consider taking the opposite 
approach. For example, if you think that you'll be paying taxes at a higher rate next year 
(maybe as the result of a recent compensation increase or the planned sale of assets), 
you might want to look for ways to accelerate income into 2015 and possibly defer 
deductions until 2016 (when they could potentially be more valuable). 
 
Complicating factors  
 
First, you need to factor in the alternative minimum tax (AMT). The AMT is essentially a 
separate, parallel federal income tax system with its own rates and rules. If you're 
subject to the AMT, traditional year-end strategies may be ineffective or actually have 
negative consequences – that's because the AMT effectively disallows a number of 
itemized deductions. So if you're subject to the AMT in 2015, prepaying 2016 state and 
local taxes probably won't help your 2015 tax situation, and, in fact, could hurt your 
2016 bottom line.  
 
It's also important to recognize that personal and dependency exemptions may be 
phased out and itemized deductions may be limited once your adjusted gross income 
(AGI) reaches a certain level. This is especially important to factor in if your AGI is 
approaching the threshold limit and you're evaluating whether to accelerate or defer 
income or itemized deductions. For 2015, the AGI threshold is $258,250 if you file as 
single, $309,900 if married filing jointly, $154,950 if married filing separately, and 
$284,050 if head of household. 
 
IRA and retirement plan contributions  
 
Deductible contributions to a traditional IRA and pretax contributions to an employer-
sponsored retirement plan such as a 401(k) could reduce your 2015 taxable income. 
(Note: A number of factors determine whether you're eligible to deduct contributions to a 
traditional IRA.) Contributions to a Roth IRA (assuming you meet the income 
requirements) or a Roth 401(k) plan are made with after-tax dollars – so there's no 
immediate tax savings – but qualified distributions are completely free of federal income 
tax. 
 
For 2015, you're generally able to contribute up to $18,000 to a 401(k) plan ($24,000 if 
you're age 50 or older) and up to $5,500 to a traditional or Roth IRA ($6,500 if you're 
age 50 or older). The window to make 2015 contributions to an employer plan generally 
closes at the end of the year, while you typically have until the due date of your federal 
income tax return to make 2015 IRA contributions. 
 
If you would like to review your year-end tax consequences with HCM, please talk to 
your Wealth Advisor.  We’ll help make sure you’re taking advantage of your ability to 
defer or reduce taxes, as well as ensure you’re withdrawing distributions in a tax-
efficient manner.       
 
Weekly Focus – Think About It  
 
“Things turn out best for the people who make the best of the way things turn out.” 
 –John Wooden, UCLA Basketball Coach 
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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. 

 
 • • • 

6116 Harrison Avenue Cincinnati, OH 45247  
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