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Market Insights for the Week Ending October 28, 2016 
  
As both the election season and the calendar year are coming to an end, HCM’s 
investment team has been busy with the annual housekeeping duties of tax-loss 
harvesting.  We go through this process when the markets experience a period of 
extreme volatility as well as at the end of the year.  We are completing our first pass 
now, and will review accounts on two more occasions as December 31 approaches. 
 
Our loss harvesting process involves grouping family-taxable accounts to identify 
clients with more than $10,000 in taxable gains.  Once identified, we will search for 
potential losses that would help offset recognized gains. 

 
Since the markets have generally experienced gains this year, there are few opportunities to harvest 
losses.  If you have special situations you would like us to address from taxable gains and losses in 
accounts that we do not manage, let your HCM advisor know and we will see if adjustments to your 
HCM portfolio may be able to help with your overall tax situation. 
 
While Hillary’s most recent email development kept both sides yelling at each other on cable news this 
weekend, HCM’s position is unchanged.  That is, as long as the odds of a post-election divided 
government remain high, we do not plan to take any defensive action in the portfolios related to the 
potential election outcome.  We believe that negative volatility would be sentiment driven and would be 
an opportunity to buy at cheaper prices.  If either party sweeps we will revisit that decision. 
 
If the current polls are correct and Hillary Clinton is elected president; we think she will focus on a 
fiscal stimulus plan early on that emphasizes infrastructure. Republicans in Congress would likely 
support this effort, especially if it is packaged with corporate tax reform centered on repatriated 
earnings.  We believe this would be viewed positively by investors. 
 
Third quarter earnings results have been surprisingly strong. With more than 25% of S&P 500 
companies reporting, earnings are beating expectations by about 7% and revenues are beating by 
about 1%.  If these positive results hold for the balance of earnings season, it will mark the end of 
the earnings recession that has been in place for nearly two years. 
 
We see the improving earnings and potential for fiscal stimulus as fundamental factors that can 
keep an overpriced market moving gradually higher in the months ahead. 
 
Market Activity 
 
U.S. Stocks, as measured by the Russell 3000 (IWV) gave up ground for the second week in a row, 
losing about .89% for the week while developed foreign markets (EFA) followed suit losing .38%. 
Emerging markets (EEM) fell .85% for the week.  Bonds (AGG) were down about .50% for the week. 
(Note: performance is based on the change in net asset value.) 
 
 
Last Week's Headlines  
• The first estimate of the third-quarter GDP exceeded expectations, increasing at an annual rate of 

2.9% — the fastest growth rate in two years. The second-quarter GDP increased by 1.4%. There 
are three estimates for each quarterly GDP report, with each estimate based on more complete 
economic data, so the annual growth rate may change with subsequent reports. The biggest driver 
of the increase in the GDP was personal consumption expenditures, which rose 2.1% — a much 
slower rate of growth than the 4.3% gain during the second quarter. According to the Bureau of 
Economic Analysis report, the increase in real GDP growth in the third quarter reflected an upturn 
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in private inventory investment, an acceleration in exports, a smaller decrease in state and local 
government spending, and an upturn in federal government spending. 

 
• In the manufacturing sector, the report on durable goods orders is important as it shows the 

number of new orders placed with U.S. manufacturers. Last week's advance report for September 
projects a decrease of $0.3 billion, or 0.1%, in new orders for manufactured durable goods 
(expected to last at least three years). A decrease in orders for transportation equipment drove the 
overall decrease.  
 

 
 

• The Census Bureau's advance report on international trade in goods for September saw the trade 
deficit fall roughly $3.1 billion from $59.149 billion in August to $56.083 billion in September. 
Exports of goods for September were $125.6 billion, $1.1 billion more than August exports. Imports 
of goods for September were $181.7 billion, $2.0 billion less than August imports. 

 
• New home sales picked up in September. The Census Bureau reported that sales of new single-

family homes were at an annual rate of 593,000, 3.1% above the August rate of 575,000 and 
29.8% above the September 2015 estimate of 457,000 houses for sale.  
 

 
 

 
• In the week ended October 22, the advance figure for seasonally adjusted initial unemployment 

insurance claims was 258,000, a decrease of 3,000 from the previous week's revised 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 15 was 2,039,000, 
a decrease of 15,000 from the previous week's revised level.  
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Key Dates/Data Releases  
10/31: Personal income and outlays 
11/1: PMI Manufacturing Index, ISM Manufacturing Index 
11/2: FOMC meeting announcement 
11/3: ISM Non-Manufacturing Index 
11/4: Employment situation, international trade 

 
Eye on the Week Ahead  
 
Economic news this week focuses on the Federal Open Market Committee meeting and the 
employment figures for October. While the Committee has hinted that interest rates might be raised by 
the end of the year, it is not expected to happen at this meeting. Employment figures for October are 
out this week. The employment sector has been steady, with 156,000 new jobs added in September. 
Payroll has increased only marginally, while the unemployment rate has remained at about 5.0%. 
 
Weekly Focus – Think About It  
“Nothing is less productive than to make more efficient what should not be done at all.” – Peter 
Drucker 
 
 
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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