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Market Insights for the Week Ending October 14, 2016 
  
HCM continues to hold a modest overweight to equities and credit risk as we look 
through some of the recent market turmoil as the U.S. economy continues its slow 
growth trajectory.  
 
While the most recent jobs report seemed a little disappointing with just 156,000 new 
jobs, and the unemployment rate moving up to 5.0% from 4.9%, we see this as 
supporting our slow-growth thesis.  The question is, will this slow growth be fast 
enough to support an otherwise expensive market?  We think it will, for a while. 
 

We believe the details of the employment report provide support for HCM’s thesis.  For some time, we 
have believed that if unemployment fell low enough, classic economic forces would prevail and labor 
force participation would rise as people felt more encouraged to look for a job. This seems to have 
been happening over the past year, as the labor force has grown by more than 3 million people. 
 
Also supporting HCM’s slow growth thesis was Friday’s report that retail sales rose .6% from August 
and 2.7% from a year earlier. 
 
After September’s G3 Central Bank Meetings, markets became concerned that monetary policy would 
become less accommodative. The Federal Reserve reaffirmed its “lower for longer” stance, reducing 
its U.S. growth forecasts and neutral interest rate projections. It again signaled a rate hike would be 
coming before year end.  Since this is the most publicized rate hike ever, HCM believes that there will 
be little lasting stock market impact. 
 
HCM continues to favor credit risk over duration for several reasons: 
 
 1. Increased probability of a Fed rate hike by the end of the year 
 2. Higher inflation expectations due to a presumed OPEC accord 
 3. Rising U.K. yields over concerns about Brexit 
 4. Speculation about reduced central bank bond purchases 
 
With regards to November 8, barring a material change in the outcome odds, (which still favor a 
divided government), we do not plan to make any election-related portfolio changes. 
 
Market Activity 
Markets across the board gave up some ground last week.  U.S. Stocks, as measured by the Russell 
3000 (IWV) lost about 1.04% for the week while developed foreign markets (EFA) lost 1.42%.  
Emerging markets (EEM) were down 1.96% for the week.  Bonds (AGG) were down about .17% for 
the week. (Note: performance is based on the change in net asset value.) 
 
Last Week's Headlines  
 Retail sales at stores, online retailers, and restaurants increased 0.6% in September, following a 

0.2% decline the prior month. Excluding automotive and gasoline, retail sales were up 0.3% for 
September. Compared to September 2015, retail sales are up 2.7%. Increased household 
spending, reflective of a healthy labor market, should give a boost to the GDP. Inflation may be 
starting to firm up based on the latest reports on producer prices and retail sales. 
 

 Not unexpectedly, the Fed was split as to whether to increase interest rates at its September 
meeting, according to the minutes released last week. In a 7-3 vote, the FOMC decided to keep 
rates at their current level "for the time being" with the expectation that rates would be raised, 
"relatively soon." With the U.S. presidential election taking place in November, it isn't likely that 
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rates will be altered when the Committee meets next month. However, there is a growing 
expectation that rates will be increased when the Committee meets in December.  

 
 The prices producers received for goods and services increased by 0.3% in September. The 

Producer Price Index increased 0.7% for the 12 months ended in September, the largest 12-month 
rise since December 2014. The price index less foods, energy, and trade services moved up 0.3% 
in September, the same as in August. For the 12 months ended in September, prices less foods, 
energy, and trade services rose 1.5%, the largest increase since climbing 1.5% for the 12 months 
ended November 2014. 
 

 
 
 According to the latest information from the Bureau of Labor Statistics, both import and export 

prices increased in September. Prices for U.S. imports increased 0.1% in September, following a 
0.2% decline the previous month. The increase is largely due to an increase in fuel prices. Export 
prices rose 0.3% in September, after decreasing 0.8% in August. Rising import and export prices, 
albeit marginal, could be a sign of strengthening inflationary trends.  
 

 
 

 In the week ended October 8, the advance figure for seasonally adjusted initial unemployment 
insurance claims was 246,000, unchanged from the prior week's revised level, which had been 
revised down by 3,000. The advance seasonally adjusted insured unemployment rate remained at 
1.5%. The advance number for seasonally adjusted insured unemployment during the week ended 
October 1 was 2,046,000, a decrease of 16,000 from the previous week's revised level.  
 



 
  Weekly Market Commentary        October 17, 2016 
                                                                                                                              

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

 

 The preliminary results for October show consumers' confidence in the economy is waning, 
particularly in households with incomes below $75,000. According to the Surveys of Consumers, 
the Index of Consumer Sentiment fell from 91.2 in September to 87.9 for October. The drop is 
likely driven by a fall in consumer expectations, as that index moved from 82.7 in September to 
76.6 in October. 

 

 
 
Eye on the Week Ahead  
Several major corporations will be reporting their earnings, which have historically impacted the 
market — at least over the short term. Consumer spending, inflation, and housing are on tap this 
week. Through August, the Consumer Price Index for consumer goods and services is about 1.1% 
ahead of last year, and is expected to maintain that pace through September. As an indicator of 
inflationary trends, the CPI is still running short of the 2.0% target set by the Fed. The housing sector 
slowed a bit in August, but is expected to pick up the pace in September as this week's reports on both 
housing starts and existing home sales should show improvement.  
 
Key Dates/Data Releases  

10/17: Industrial production 
10/18: Consumer Price Index, Housing Market Index 
10/19: Housing starts 
10/20: Existing home sales 

 
Weekly Focus – Think About It  
“Coming together is the beginning.  Keeping together is progress.  Working together is success.” – 
Henry Ford 
 
 
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. 
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 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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