
Weekly Commentary   Week of 05/16/2016 

The Markets (as of market close May 13, 2016) 

Global markets were on a bit of a roller coaster last week.  On Tuesday, the Dow 
Jones gained more than 200 points. On Wednesday, it gave it all back again 
and Friday, it lost nearly 1% more. 

Last week, U.S. stocks as measured by the Russell 3000 (IWV) lost 
about .51%. Foreign stocks also lost ground with developed markets (EFA) 
losing approximately .28% and emerging markets (EEM) losing approximately 1.12%. 
As has been the pattern, when stocks decline, bonds, as measured by the U.S. 
Aggregate Bond Index, gained about .27%. (Note – performance is based on the 
change in net asset value.)  

HCM made no portfolio changes last week. We continue to be modestly overweight 
global equities in spite of our view that valuations are stretched based on current 
fundamentals. Our portfolio positioning is due in part to a number of indicators we follow 
that are suggesting that while we are by no means out of the woods, things may be 
getting better. For example: 

• The latest global leading economic indicator data is giving indications that global
economic trends have stabilized. Further, actual growth is likely to remain below
trend. Is that great? No, but it suggests that the trend may be changing for the
better.

• Last week’s payroll data which appeared disappointing on the surface (160,000
jobs created vs. 203,000 jobs expected) may actually be better than first thought.
What the headlines did not mention is that earnings rose 2.5 percent over the last
year which was the fastest rate of growth since the last recession. Is that great?
No, but it suggests that the trend may be changing for the better.

• Also, manufacturing appears to be improving which should help the broader
economy. The ISM Manufacturing Index in April came in slightly below
expectations, but at 50.8 which is still in expansionary territory. This marked the
second month in a row in which the index was in expansion mode. Is that great?
No, but it suggests that the trend may be changing for the better.

There is no good way to put it.  Corporate earnings have been very disappointing over 
the last year. According to BCA research, corporate profits, at the end of March had 
declined by 7% on an annualized basis. That makes a year of sequential profit declines.  
Much of the decline came from the energy sector. With an increase in oil prices, 
continued low inflation, low interest rates and a modestly improving business climate, 
we think profits will begin to improve next quarter. They will not shoot the lights out, but 
if it happens as we expect, it will suggest that the trend may be changing for the better. 

For these reasons, we believe we are entering into a period of a bumpy global 
improvement that should leave stock prices higher than they are now. 



 
Last Week's Headlines 
 
• Following a slow start in 2016, consumers picked up the retail spending pace in 

April. U.S. retail sales rebounded in April, rising 1.3%, their biggest increase in a 
year. Soft March sales figures were revised higher to -0.3% from -0.4%. The sales 
gains were broad based, though strong auto sales were a standout.  
 

 
 

• The prices producers received for goods and services increased 0.2% in April 
following a 0.1% fall in March. For April, services edged up 0.1% and goods 
advanced 0.2%. Excluding volatile food and energy, prices for goods and services 
rose a scant 0.1% for April, and are up 0.9% on the year. Prices are unchanged for 
12 months ended in April. As an indicator of inflationary trends, this report does not 
indicate significant movement toward the Fed's target rate of 2.0%. 
 

 
 

• Higher fuel prices and a weaker dollar kicked up the price indexes for both imports 
and exports in April, according to the latest report from the Bureau of Labor 
Statistics. Import prices paid for goods manufactured abroad and purchased here 
rose 0.3% for the month following a 0.3% increase in March. April's import price gain 
marked the largest increase since a 1.1% rise in May 2015. Overall, import prices 
declined 5.7% over the past year. Export prices paid for goods manufactured here 
but sold abroad increased 0.5% in April, after recording no change in March.  
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• Although a bit dated, the most recent Job Openings and Labor Turnover (JOLTS) 
report from the Bureau of Labor Statistics provides useful information on the number 
of job openings available on the last business day of the reported month. For March, 
there were 5.757 million job openings on the last business day of March, up from 
5.608 million in February. Hires edged down to 5.3 million, while separations were 
little changed at 5.0 million. This report provides continued good news on the labor 
front as job openings increased to 3.9%.  
 

• The University of Michigan's Surveys of Consumers report for May showed a bit 
more optimism compared to April. The Index of Consumer Sentiment rose to 95.8 
from 89.0 in April. According to the report, "consumer sentiment rebounded in early 
May due to more frequent income gains, an improved jobs outlook, and the 
expectation of lower inflation and interest rates."  

 

 
 

Eye on the Week Ahead  
Information this week focuses on inflation data and retail sales. The week also brings 
the latest figures on import and export prices, which could get a boost from surging oil 
prices.  
 
Key Dates for Reports and Data Releases 

• 5/16: Housing Market Index 
• 5/17: Consumer Price Index, housing starts, industrial production 
• 5/20: Existing home sales 

 
Weekly Focus – Think About It  
“While waiting for perfect, you've permitted magical to walk on by. Not to mention good 
enough, amazing and wonderful. Waiting for the thing that cannot be improved (and 
cannot be criticized) keeps us from beginning. Merely begin.” Seth Godin 

 
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. 
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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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