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Market Insights for the Week Ending November 11, 2016 
  
Now that the election is behind us, the markets will have an opportunity to return their 
focus to the forces that drive economic fundamentals. 
 
In thinking about how that may play out, it is important to realize that recent economic 
and market data have been encouraging.  Earnings growth is on track for its first 
positive quarter since 4Q 2014, the job market continues to tighten with the strongest 
wage growth since June 2009, and the global manufacturing PMI reached its highest 
level since October 2014. This suggests to us that the global economy is picking up 
steam.  While we do not see an economic explosion to the upside, with global banks 

continuing to be accommodative, we are comfortable with a moderately overweight allocation to equity 
risk.  We believe this strategy will perform well as long as the U.S. economy manages to avoid a 
recession. 
 
HCM believes that as the perception of political risk settles down with the passage of time, reflation will 
become the dominant story bringing on the third and final phase of the current market cycle. That 
would be consistent with a gradual drift upwards in the price of risk assets and interest rates. On the 
equity side, late-cycle sector leadership is typically influenced by rising commodity prices, rising 
interest rates, tightening labor markets, and business spending growing faster than consumer 
spending.  Even though we see rising rates as a headwind to the fixed income assets in our portfolios, 
we believe a small allocation to benchmark duration fixed assets provides necessary protection 
against the possible loss of short-term spending power should a negative economic event occur.  
 
Market Activity 
Stocks tanked for a short time last Wednesday in the early hours of the morning shortly after the 
election results were announced. The Dow dropped 800 points before regaining its footing.  By the 
time the markets opened for regular trading on Wednesday morning the losses had been erased and 
stocks began to advance.  For the week, U.S. Stocks, as measured by the Russell 3000 (IWV) gained 
about 4.38%. Developed foreign markets (EFA) were barely positive gaining .09%. Emerging markets 
(EEM) experienced tough sledding falling 3.53% for the week.  Bonds (AGG) were down about 1.47% 
for the week. (Note: performance is based on the change in net asset value.) 
 
Last Week's Headlines 

• Donald Trump was elected as the 45th president of the United States last Tuesday. He is the 
first person elected to the Oval Office without prior political or military experience. The long-term 
impact President-elect Trump's election will have on the economy and the stock market has yet 
to be determined, however, following an immediate drop in equities early last Wednesday, 
stocks rebounded during the week, led by the Dow, which reached an all-time high. As the next 
several weeks unfold, more information about the president-elect's policies and cabinet 
appointments should be revealed. How the economy and markets respond is open to 
speculation at this point. 
 

• October is the first month of the federal government's 2017 fiscal year. According to the October 
monthly statement from the Department of the Treasury, there was a $44.19 billion deficit for the 
month. The government took in $221.69 billion and spent $265.88 billion for the month. 
Compared to the last fiscal year, the deficit for this October is $92.37 billion lower than the 
deficit from 12 months earlier. 
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• According to the Job Openings and Labor Turnover report for September, the number of job 
openings increased slightly from 5.453 million in August to 5.486 million in September. There 
were 187,000 fewer hires in September, while total separations (quits, layoffs, discharges) fell by 
about 138,000. The quits rate was unchanged at 2.1% and the layoffs and discharges rate 
decreased to 1.0% - a record low. Some 3.1 million workers quit their jobs in September, while 
another 1.5 million workers lost their jobs to discharges or layoffs. 
 

 
 

• Following a decline in October, consumers' opinion of the economy has picked up, according to 
November's preliminary results from the University of Michigan's Surveys of Consumers. 
Respondents' improving economic outlook helped drive the Index of Consumer Sentiment to 
91.6 - well ahead of October's 87.2. It should be noted that the preliminary data for this report 
was collected before last week's presidential election. 
 

 
 

• In the week ended November 5, the advance figure for seasonally adjusted initial unemployment 
insurance claims was 254,000, a decrease of 11,000 from the previous week's unrevised level. 
The advance seasonally adjusted insured unemployment rate remained at 1.5%. The advance 
number for seasonally adjusted insured unemployment during the week ended October 29 was 
2,041,000, an increase of 18,000 from the previous week's revised level. 
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Eye on the Week Ahead 
With the results of the U.S. presidential election in the rearview mirror, it will probably take a while for 
the dust to settle as to the effect the election results will have on the equities markets and the 
economy. Will the Trump victory impact the Fed's decision regarding interest rates? With respect to 
the economy, reports next week highlight the latest information on retail sales, the Consumer Price 
Index, and the Producer Price Index - each of which are indicators of consumer spending and 
inflationary trends. 
 
Key Dates/Data Releases 

11/15: Retail sales, import and export prices 
11/16: Producer Price Index, industrial production, Housing Market Index 
11/17: Consumer Price Index, housing starts 

 
Weekly Focus – Think About It  
“If you go to work on your goals, your goals will go to work on you. If you go to work on your plan, your 
plan will go to work on you. Whatever good things we build end up building us.”  Jim Rohn, author and 
motivational speaker 
 
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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