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The Markets (as of market close June 10, 2016) 
 
Global markets were mixed last week as U.S. stocks, measured by the Russell 3000 (IWV), lost 
about .17%.  Developed foreign markets (EFA) had a tough week losing approximately 1.74%.  
Emerging markets (EEM) gained approximately 1.01%.  
 
As would be expected in a week when stocks were mostly down, bonds, as measured by the U.S. 
Aggregate Bond Index (AGG), picked up a little ground gaining about .37%. (Note: performance is 
based on the change in net asset value.)  
 
About 30% of the All Country World Index (ACWI) components are within 5% of one-year highs, 
and 11% of the markets within 5% of record highs. Among ACWI component stocks, 18% are 
within 5% of records. However, our Global Sentiment Composite is no higher than 50%, which is a 
sign that global investors are relatively cautious.  
 
Why the lack of confidence despite the market’s advance? Several reasons come to mind, 
including the BREXIT, political uncertainty, the Olympics, and most important to the markets, 
doubts that central bank policies are actually lifting global growth and supporting the outlook for 
earnings. The caution represents potential for positive responses if BREXIT is voted down, election 
polls begin to show a trend, Zika fears fade ahead of Brazil's Olympics, and weak economic 
reports prove to be exceptions rather than part of a broadening trend. 
 
How is the global economic outlook influencing HCM’s asset allocation policy? 
 
Improving stock prices following the correction in early 2016, without an accompanying increase in 
earnings have caused valuations to expand beyond their long-term average, leading to questions 
about the sustainability of the current rally. Our take is that earnings growth should improve in 
coming quarters as the dual headwinds of a strong U.S. dollar and low oil prices gradually fade. 
 
Global leading economic indicators continue to show signs of stabilization.  However, below-trend 
global growth suggests that there is still a risk of global recession. Trends by country remain 
mixed.  Early signs of economic improvement in the BRIC economies (Brazil, Russia, India and 
China) are promising and have historically been associated with positive equity–market 
performance. 
 
While our view is that earnings growth should turn positive in the coming quarters, allowing P/E 
multiples to remain in check while simultaneously providing support for equity prices to move 
higher, we are also responsibly cautious.  In our opinion, at this time, the recovery is too fragile and 
the risks are too imminent to be overweight equity risk if valuations move much higher.  If they do, 
our asset allocation in all HCM Advance & Defend™ portfolios will be changing to incorporate 
assets that have a lower correlation to stocks thereby reducing our equity risk exposure. 
 
Last Week's Headlines 
• Speaking to the World Affairs Council of Philadelphia, FOMC Chair Janet Yellen emphasized 

that the economy is moving in the right direction. According to Yellen, "I see good reasons to 
expect that the positive forces supporting employment growth and higher inflation will continue 
to outweigh the negative ones. As a result, I expect the economic expansion to continue, with 
the labor market improving further and GDP growing moderately. . . . I expect to see inflation 
moving up to 2% over the next couple of years." As to the prospect of increasing interest rates, 
Yellen noted that "further gradual increases in the federal funds rate will probably be 
appropriate to best promote the FOMC's goals of maximum employment and price stability," 
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although she did not go so far as to hint that a rate increase was imminent following the June 
FOMC meeting. 
 

• Productivity remains weak as the second estimate for the first quarter showed nonfarm 
business sector labor productivity decreased at a 0.6% annual rate during the first quarter of 
2016, the U.S. Bureau of Labor Statistics reported.  
 

 
 
• The U.S. Bureau of Labor Statistics reported the number of job openings was little changed at 

5.8 million on the last business day of April. The job openings rate was 3.9%. Job openings 
increased in a number of industries, with the largest changes occurring in wholesale trade, 
transportation, warehousing, and utilities. Job openings decreased in professional and 
business services. The number of hires edged down to 5.1 million in April. The hires rate was 
3.5%. There were 5.0 million total separations in April, little changed from March. The total 
separations rate in April was 3.5%. Total separations, or turnover, includes quits, layoffs and 
discharges, and other separations. 
 

• The federal deficit expanded by $52.5 billion in May amid rising spending and falling corporate 
profits. For the first seven months of the fiscal year, the deficit sits at $407.1 billion compared to 
$366.8 billion for the same period last year.  
 

• Initial survey results for June show consumers are still cautiously optimistic about the economy. 
The latest report from the University of Michigan's Surveys of Consumers shows the Index of 
Consumer Sentiment fell slightly to 94.3 from 94.7 in May.  
 

 



                                                                                                                                                              
 
Weekly Commentary               Week of 06/13/2016 
                                                                                                                                                                                                                                                             

 
Hengehold Capital Management LLC | 513-598-5120 | Hengeholdcapital.com 

 

• In the week ended June 4, the advance figure for seasonally adjusted initial unemployment 
insurance claims was 264,000, a decrease of 4,000 from the previous week's unrevised level. 
The advance seasonally adjusted insured unemployment rate fell to 1.5% for the week ended 
May 28, a decrease of 0.1 percentage point from the previous week's unrevised rate.  
 
 

Eye on the Week Ahead  
 
FOMC Chair Janet Yellen's remarks last week may prove to be a precursor to the Committee's 
actions following this week's meeting. A poor employment report may be enough to influence 
members to hold off on raising interest rates, unless retail sales and consumer prices show 
sufficient inflationary pressure for the Committee to justify a bump in rates.  
 
Key Dates for Reports and Data Releases 
 
6/14: Retail sales, import and export prices 
6/15: Producer Price Index, industrial production, FOMC meeting announcement 
6/16: Consumer Price Index, Housing Market Index 
6/17: Housing starts 
 
 
Weekly Focus – Think About It  
“No matter when or where, always bring your 'A' game, because you never know when it will open 
doors for you.” Simon Sinek 
 
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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