
                                                          
 
Weekly Commentary             Week of 01/18/2016 
  
The Markets and the Economy 
 
Last week was a perfect storm of bad news for investors, as China's continuing 
economic and stock market woes and the ongoing plunge in oil prices – combined with 
a stream of disappointing news about the U.S. economy – sparked yet another sharp 
selloff.  
 
This year’s market turmoil has left some investors worried about the potential for 
another big leg down taking us into a protracted bear market.  We do not believe this is 
a likely outcome at this time.  To this point, the markets as measured by the S&P 500, 
have simply gone back to test the levels they visited twice last year in August and again 
in September. 
   
As we discussed in our New Year’s investment outlook, a 10% (or so) correction early in 
2016 would be a reasonable election-year expectation, although even we did not expect 
it to happen immediately. 
 
At this point we are following our normal market correction protocol.  We sold bonds last 
week and will be using that money to take advantage of lower prices and will rebalance 
equities.  Strategic portfolios will be traded today.  Advance and Defend portfolios will 
be traded later in the week if the triple bottom that was formed at last week’s low 
appears to provide market support and if market volatility begins to recede. 
 
We are not Pollyannaish about the possible risks for a much more significant market 
decline.  However, our job is to make sure that emotion does not take over our decision 
process.  While certain indicators of our Bear Watch Model are now active we need to 
see a majority of these indicators triggered before we take defensive action.  This could 
happen at any time, and if it does we will act without delay. 
 
Remember, if our Bear Watch Model becomes active, only Advance and Defend 
portfolios will be moved to defense.  Strategic portfolios will be rebalanced, but will 
maintain the risk exposure specified in your investment policy statement.  
  
As always, should you have any questions about your portfolio or any aspect of your 
wealth plan, please do not hesitate to contact your HCM Wealth Advisor. 
 
Last Week’s Headlines 
 
• The Federal Reserve reported that industrial production declined 0.4% in December, 

primarily due to cutbacks in utilities and mining. This was the third consecutive 
monthly decline. November figures were also revised downward, to a drop of 0.9% 
from a previously estimated 0.6%. Year-over-year, production was down 1.8%.  
 

• U.S. retail and food services sales posted a monthly drop of 0.1% during the all-
important shopping month of December, recording a total of $448.1 billion, reported 
the Department of Commerce. Total sales for 2015 were up just 2.1%, which was 
the smallest annual increase since 2009. 



• According to the Bureau of Labor Statistics (BLS), job openings changed minimally 
in November, rising to 5.43 million from October's reading of 5.35 million. Hires and 
separations were also little changed. Within separations, the quits rate was 2.0% 
and the layoffs and discharges rate was 1.2%.  

 
• The U.S. Treasury reported that the budget deficit was $14.4 billion in December, 

down from $64.6 billion in November. Fiscal year to date, the deficit totals $216 
billion, compared to $177 billion for the same period last year. 
 

• The BLS also reported a decline of 0.2% in the Producer Price Index for final 
demand in December, compared to an increase of 0.3% in November. The 
December dip was attributed to a 0.7% decline in the prices of goods, largely 
resulting from falling gas prices. Services rose 0.1%. For the year, the index fell 
1.0%, compared to an increase of 0.9% in 2014. 
 
 

 

• Unemployment benefit applications totaled 284,000 for the week ended January 9, a 
rise of 7,000 from the previous week. This is the second-highest level since July. 
The advance number for seasonally adjusted insured unemployment during the 
week ended January 2 was 2,263,000, which was 29,000 higher than the previous 
week. 
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• A bright note last week came from the University of Michigan's Surveys of 

Consumers, which said that the preliminary reading for the Index of Consumer 
Sentiment was 93.3 for January, compared to 92.6 for December. This is the fourth 
month in a row that consumer sentiment rose.  
 
 
 

• According to the Department of Commerce, business inventories fell 0.2% in 
November from October, but were up 1.6% over the previous 12 months. Sales also 
fell 0.2% from October and were down 2.8% year-over-year. The inventories/sales 
ratio in November was 1.38, compared to 1.32 a year prior. 
 

Eye on the Week Ahead 
 
Investors will continue to monitor the China-and-oil drumbeat, as well the continuing 
flow of corporate earnings reports. This week's economic releases include key reports 
on housing, inflation, and manufacturing. 
 
Key Dates for Reports and Data Releases 
 

• 1/19: Housing Market Index 
• 1/20: CPI, housing starts 
• 1/21: PMI Flash, existing home sales 

 
Weekly Focus – Think About It  
A good life is when you assume nothing, do more, need less, smile often, dream big, 
laugh a lot, and realize how blessed you are. - Author Unknown 
 
 
HCM Mission Statement 
We work passionately to help our clients and their families enjoy a financially independent life by providing 
sophisticated wealth planning solutions. 
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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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