
                                                                  
 

Weekly Commentary             November 9, 2015 
  
The Market and the Economy 
 
Major global stock indices treaded water for the week ending November 6, on mixed 
economic data. Growth in Europe offset weakness in China, while U.S. economic data was 
relatively strong. The October U.S. jobs report and other recent economic indicators point to 
continued modest economic growth and increased expectations that the U.S. Federal 
Reserve could raise rates in December.  
 
Last Week’s Headlines 
 

 The Bureau of Labor 
Statistics reported that 
nonfarm employment 
increased by 271,000 in 
October, while the 
unemployment rate fell 
to 5.0%. Hourly 
earnings have risen by 
2.5% over the year. 

 

 Initial claims for 
unemployment 
insurance increased by 
16,000 for the week 
ended October 31, to 
close at 276,000, up 
from the previous 
week's unrevised level of 260,000. The advance seasonally adjusted insured 
unemployment rate was unchanged at 1.6% for the week ended October 24, while the 
advance number for continuing unemployment insurance claims increased 17,000 to 
2,163,000. 
 

 The trade deficit for goods and services narrowed in September compared to August, 
according to the latest figures from the Bureau of Economic Analysis. The trade deficit 
was $40.8 billion in September, down $7.2 billion from $48.0 billion in August – the 
smallest deficit since February. September exports were $187.9 billion, $3.0 billion more 
than exports in August 

 

 According to the Institute for Supply Management Report on Business®, the October 
Purchasing Managers' Index (PMI®) registered 50.1%, a decrease of 0.1% from the 
September reading of 50.2%. October's reading marks the third consecutive month of 
decline in the manufacturing sector. A reading above 50% indicates that the 
manufacturing economy is generally expanding; below 50% indicates that it is generally 
contracting.  
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 China’s official government gauge for manufacturing held steady at 49.8 in October while 
the Caixin/Markit sector reading rose to 48.3 after reaching a six-year low of 47.2 in 
September. Both readings are below the 50 mark that separates growth from 
contraction. President Xi Jinping lowered the country’s outlook for gross domestic 
product growth from 7.0% to 6.5%. 

 

 The eurozone composite purchasing managers’ index rose to 53.9 in October from 53.6 
in September. A sub-index for new orders also increased, indicating continued economic 
growth. The eurozone economy is on track for 0.4% growth in the fourth quarter. 

 

 In contrast to the PMI®, the ISM Non-Manufacturing Index (NMI®) has been posting 
positive data indicating growth. October's report maintained that trend as the NMI® came 
in at 59.1% - 2.2% ahead of September's reading. The reading for October represents 
growth in the non-manufacturing sector, but at a faster pace, since readings over 50% 
represent some growth.  

 

 The U.S. Census Bureau of the Department of Commerce reported last week that 
construction spending during September 2015 was estimated at a seasonally adjusted 
annual rate of $1,094.2 billion, 0.6% above the revised August estimate of $1,087.5 
billion.  
 

 Nonfarm business sector labor productivity increased at a 1.6% annual rate during the 
third quarter of 2015, the U.S. Bureau of Labor Statistics reported last week, as output 
increased 1.2% and hours worked decreased 0.5% - the first decline in hours worked 
since 2009. From the third quarter of 2014 to the third quarter of 2015, productivity 
increased 0.4%, reflecting increases in output and hours worked of 2.3% and 1.9%, 
respectively. 

 
Eye on the Week Ahead 
 
U.S. investors will be paying close attention to retail sales data and several speeches made 
by Fed officials. China is to release inflation rate, industrial production and retail sales 
figures. Also, several countries in the Euro Area, including France, Germany, and Italy are to 
publish preliminary GDP growth figures for Q3. Veterans Day falls in the middle of the week. 
While equities markets are open for business, banks are generally closed.  
 
Key Dates/Data Releases 
 

 11/9: Import and export prices 

 11/11: Veterans Day (markets open, most banks closed) 

 11/12: Jobless claims, JOLTS, Treasury budget 

 11/13: Producer Price Index, retail sales, business inventories, consumer sentiment 
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HCM Financial Independence Planning Series Article 
 
Six Common 401(k) Plan Misconceptions 

 
As more Americans shoulder the responsibility of funding their own 
retirement, many rely increasingly on their 401(k) retirement plans 
to provide the means to meet their investment goals. That's 
because 401(k) plans offer a variety of attractive features that make 
investing for the future easier and potentially profitable.  
 
Do you really know as much as you think you do about your 401(k) plan? Let's find out. 
 
1. If I leave my job, my entire 401(k) account is mine to keep. 
 
This may or may not be true, depending on your plan's "vesting schedule." Your own 
contributions to the plan, that is, your pretax or Roth contributions are always yours to 
keep. While some plans provide that employer contributions are also fully vested (i.e., 
owned by you) immediately, other plans may require that you have up to six years of 
service before you're entitled to all of your employer contributions (or you've reached 
your plan's normal retirement age). Your 401(k)'s summary plan description will have 
details about your plan's vesting schedule. 
 
2. Borrowing from my 401(k) plan is a bad idea because I pay income tax twice on the amount 
I borrow. 
 
The argument is that you repay a 401(k) plan loan with dollars that have already been 
taxed, and you pay taxes on those dollars again when you receive a distribution from 
the plan. Though you might be repaying the loan with after-tax dollars, this would be 
true with any type of loan. 
 
And while it's also true that the amount you borrow will be taxed when distributed from 
the plan (special rules apply to loans from Roth accounts), those amounts would be 
taxed regardless of whether you borrowed money from the plan or not. So the bottom 
line is that, economically, you're no worse off borrowing from your plan than you are 
borrowing from another source (plus, the interest you pay on a plan loan generally goes 
back into your account).  
 
It is important to remember that borrowing from your plan reduces your account 
balance, which may slow the growth of your retirement nest egg. Retirement can 
be expensive, and you want to make sure you have saved enough money to cover 
living expenses in your later years when you will need it the most. Before making the 
decision to borrow from your 401(k) plan, consider speaking with an HCM Wealth 
Advisor to discuss alternative means of paying your debts.  
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3. Because I make only Roth contributions to my 401(k) plan, my employer's matching 
contributions are also Roth contributions. 
 
Employer 401(k) matching contributions are always pretax, whether they match your 
pretax or Roth contributions. That is, those matching contributions, and any associated 
earnings, will always be subject to income tax when you receive them from the plan. 
You can, however, convert your employer's matching contributions to Roth contributions 
if your plan allows. If you do, they'll be subject to income tax in the year of the 
conversion, but future qualified distributions of those amounts (and any earnings) will be 
tax free. 
 
4. I contribute to my 401(k) plan at work, so I can't contribute to an IRA. 
 
Your contributions to a 401(k) plan have no effect on your ability to contribute to a 
traditional or Roth IRA. However, your (or your spouse's) participation in a 401(k) plan 
may adversely impact your ability to deduct contributions to a traditional IRA, depending 
on your joint income. 
 
5. I have two jobs, both with 401(k) plans. I can defer up to $18,000 to each plan. 
 
Unfortunately, this is not the case. You can defer a maximum of $18,000 in 2015, plus 
catch-up contributions if you're eligible, to all your employer plans (this includes 401(k)s, 
403(b)s, SARSEPs, and SIMPLE plans). If you contribute to more than one plan, you're 
generally responsible for making sure you don't exceed these limits. Note that 457(b) 
plans are not included in this list. If you're lucky enough to participate in a 401(k) plan 
and a 457(b) plan you may be able to defer up to $36,000 (a maximum of $18,000 to 
each plan) in 2015, plus catch-up contributions. 
 
6. I'm moving to a state with no income tax. I've heard my former state can still tax my 401(k) 
benefits when I retire. 
 
While this was true many years ago, it's no longer the case. States are now prohibited 
from taxing 401(k) (and most other) retirement benefits paid to nonresidents. As a 
result, only the state in which you reside (or are domiciled) can tax those benefits. In 
general, your residence is the place where you actually live. Your domicile is your 
permanent legal residence; even if you don't currently live there, you have an intent to 
return and remain there. 
 
A 401(k) plan can become the cornerstone of your personal retirement savings 
program, providing the foundation for your future financial security. If you have 
questions about your employer's 401(k) and other savings and investment plans, please 
contact your HCM Wealth Advisor. 
 

 
Weekly Focus – Think About It  
 
“A day without laughter is a day wasted” – Charlie Chaplin 
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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  

 



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

 

 


