
 
Weekly Commentary August 17, 2015 
 
The Markets and the Economy 
 
Global stock markets endured a tough week ending August 14th.  World markets were dragged down 
by China’s surprise currency devaluation and the eurozone’s disappointing economic growth. On a 
positive note, U.S. retail sales and industrial production figures came in better than expected which 
helped propel U.S. indices modestly higher for the week. 
  
Last Week's Headlines 

 

 The Producer Price Index, which measures the prices companies receive for goods and 
services, advanced a seasonally adjusted 0.2% in July, the U.S. Bureau of Labor Statistics 
reported this past week.  Final demand prices rose 0.4% in June and 0.5% in May. Even with 
the recent uptick in prices, the PPI has generally declined over the past year with overall 
producer prices down 0.8% compared to the twelve-month period ending July 2014.  

 

 Nonfarm business sector labor productivity increased at a seasonally adjusted 1.3% annual 
rate during the second quarter of 2015, the U.S. Bureau of Labor Statistics reported, as output 
increased 2.8% and hours worked increased 1.5%. From the second quarter of 2014 to the 
second quarter of 2015, productivity increased 0.3%, reflecting increases in output (2.8%) and 
hours worked (2.6%) during that period.  

 

 Compared to May, the number of job openings fell slightly in June, according to the Labor 
Department's Job Openings and Labor Turnover Survey (JOLTS). The decrease in the number 
of job openings may be due, in part, to an increase in the number of new hires, which rose 
0.1% to 3.7%.  

 

 In the week ending August 8, the advance figure for seasonally adjusted initial claims for 
unemployment insurance was 274,000, an increase of 5,000 from the previous week's revised 
level. The previous week's level was revised down by 1,000 from 270,000 to 269,000. The 4-
week moving average was 266,250, a decrease of 1,750 from the previous week's revised 
average. This is the lowest level for this 
average since April 15, 2000 when it 
was 266,250.   

 

 The U.S. Census Bureau announced 
that advance estimates of U.S. retail and 
food services sales for July were $446.5 
billion, an increase of 0.6% from the 
previous month, and up 2.4% over July 
2014. Total sales for the May 2015 
through July 2015 period were up 2.3% 
from the same period a year ago.   
 
 
 
 



 
 

 

 According to the University of Michigan's Consumer Survey, consumer confidence was 
virtually unchanged in early August at 92.9 compared to 93.1 for July. Nevertheless, this marks 
the highest nine month average since 2004. Renewed strength in personal finances largely 
offset slight declines in prospects for the national economy and buying conditions, which is 
attributable, in part, to the expected increase in interest rates.  

 

 Internationally, while some details remain to 
be ironed out, Greece and its creditors 
reached agreement on the terms of a new 
bailout program, which, if ratified by other 
eurozone countries, could provide financing to 
Greece of upwards of 86 billion euros over the 
next three years. In response to a sluggish 
export sector and overall economic weakness, 
China devalued its currency (yuan) compared 
to the dollar. 

 

 Eurozone gross domestic product slowed to 
0.3% in the second quarter from 0.4% in the 
first quarter. The annualized pace of GDP 
growth was 1.3%. Germany’s output picked up 
slightly, while France’s GDP stagnated and 
the Italian and Dutch economies barely grew.  
 

 
Eye on the Week Ahead 
 
The housing market has been upbeat for most of the year. This week, reports focusing on housing 
starts (8/18) and existing home sales (8/20) will show whether this favorable trend continues. Also, 
the minutes of last month's Federal Open Market Committee meeting (released 8/20) should shed 
more light on whether there's a consensus among members as to when interest rates will be raised.  
The week will finish with employment information, as the Jobless claims report is released Friday, 
8/21. 
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ETF Questions & Answers 

 
Although exchange-traded funds, commonly known as 
ETFs, have existed for almost two decades, they have only 
recently caught on with retail investors. The ETF market has 
evolved, and investors now have hundreds of ETFs from 
which to choose.  At HCM, we incorporate ETFs in the 
foundation of each of our portfolios to obtain low-cost market exposure to efficient asset classes. 
Here are three commonly asked questions concerning ETFs. 
 
 
 
 



 
 
 
 
Q: What is the difference between the ETF market price and net asset value (NAV), and why do 
ETFs trade at a premium or discount? 
 
A: An ETF’s NAV is the value of all the fund’s assets divided by the total number of shares. This 
calculation is done at the close of each trading day and can be affected by changes in the market 
value of the underlying securities. The market price is the price at which the ETF is trading on the 
exchange, which can be affected by supply and demand. During times when demand for an ETF 
exceeds supply, the market price of the ETF is higher than its NAV and the ETF is said to trade at a 
premium; when supply exceeds demand, the market price of the ETF is lower than its NAV and the 
ETF is said to trade at a discount. ETFs generally do not trade at persistent large premiums or 
discounts. 
 
Q: What are the tax advantages of ETFs? 
 
A: Taxable capital gains are realized when a fund buys and sells securities at a profit, which is then 
passed on to investors. When an ETF buys and sells (creates and redeems) shares, it is usually done 
in-kind, which means no cash is involved, as ETF shares are exchanged for an equivalent basket of 
its underlying securities instead. This helps the ETF to minimize realizing and then passing on taxable 
capital gains to investors.  
 
Q: What are the costs? 
 
A: Buying and selling some ETFs incurs a brokerage fee.  That said, the platform HCM uses offers 
commission-free trades for many ETFs. When these securities make sense, we use these ETFs to 
reduce trading costs. 
 
Like other structured financial products, there are moderate operating costs associated with ETFs.  
Generally, the fees to hold an ETF are much less than those related to most mutual funds making 
them less expensive to own, and reducing the drag on your investment returns.  
 
If you would like to discuss how HCM incorporates ETFs into your portfolio with your Wealth Advisor, 
please give us a call at 513.598.5120. 
 
Weekly Focus – Think About It 
 
“In the 20th century, the United States endured two world wars and other traumatic and expensive 
military conflicts; the Depression; a dozen or so recessions and financial panics; oil shocks; a flu 
epidemic; and the resignation of a disgraced president. Yet the Dow rose from 66 to 11,497.”  
– Warren Buffett, legendary investor 
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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 

http://www.hengeholdcapital.com/


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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