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Market Insights for the Week Ending July 22, 2016 
 

In a week filled with political distractions that could have spooked the markets, stocks 
moved slightly higher.  U.S. stocks, as measured by the Russell 3000 (IWV), gained 
about .67% for the week.  Developed foreign markets (EFA) were essentially flat, and 
emerging markets (EEM) gained approximately .22%. Bonds, (AGG) were up .12%. 
(Note: performance is based on the change in net asset value.) 
 
During the week, HCM completed a trade to reallocate a portion of our large-cap 
equity exposure to a small cap dividend strategy.   
 

 
We still expect growth to improve modestly in the second half of 2016.  We have a positive outlook for 
the balance of the year and remain overweight stocks at this time.  That said, we believe the rate of 
growth is too slow and current valuations are too high to expect exceptional returns.  When we think 
about how risk conditions can be improved, we believe that central banks around the world have done 
about all they can with monetary stimulus (cheap interest rates) and it is now time for politicians to 
step up and provide reliable fiscal stimulus (tax reform and reduced regulatory burdens).  
 
The Fed will meet again this week. Their decisions about interest rates and the tone of their comments 
will be important drivers of sentiment for the rest of 2016. A stable U.S. dollar and easy financial 
conditions are supportive and support our near-term positive view.  If the Fed’s commentary creates 
any doubt about their commitment to a policy of “lower for longer” we will review our asset allocation 
strategy. 
 
 
Last Week's Headlines  
 June was a good month for new home construction as the number of building permits, housing 

starts, and new home completions each eclipsed their respective May totals. Building permits for 
housing units and single family homes were up 1.5% and 1.0%, respectively. Housing starts, 
marked by the beginning of construction, increased by 4.8% for all housing units and 4.4% for 
single family housing. Increasing demand and low inventory have promoted home building, which 
may be a sign of economic growth. 
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 Sales of existing homes also improved in June, according to the National Association of Realtors®. 
Closings for existing homes (including single family homes, townhomes, condominiums, and co-
ops) climbed 1.1% to an annual rate of 5.57 million from a downwardly revised 5.51 million in May. 
Over the last 12 months, existing home sales are up 3.0% - the highest level since 2007. 
According to the NAR, sustained job growth and lower mortgage rates are factors driving home 
sales.  
 

 
 

 Builders remained cautiously optimistic about the newly built, single-family home market in July, 
according to the latest survey from the National Association of Home Builders. The Housing 
Market Index, based on respondents' feedback, fell 1 point to 59 from June's index of 60. An index 
reading above 50 indicates generally favorable expectations. 
 

 According to the Markit Flash U.S. Manufacturing PMI™, the Purchasing Managers' Index™ was 
52.9 in July, up from 51.3 in June. This reading signals solid improvement in overall business 
conditions, with the latest reading the strongest since October 2015. Manufacturing output, new 
orders, and employment continue to rise. 
 

 
 

 In the week ended July 16, the advance figure for seasonally adjusted initial unemployment 
insurance claims was 253,000, a decrease of 1,000 from the prior week's level. The advance 
seasonally adjusted insured unemployment rate dropped to 1.5%. The advance number for 
seasonally adjusted insured unemployment during the week ended July 9 was 2,128,000, a 
decrease of 25,000 from the previous week's revised level.  
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Key Dates/Data Releases  

7/26: New home sales, consumer confidence 
7/27: Durable goods orders, FOMC meeting announcement 
7/28: International trade in goods 
7/29: GDP, employment cost index, consumer sentiment 

 
Eye on the Week Ahead  
This week is an important one for economic news. The FOMC meets and may consider raising interest 
rates based on the surging stock market, slowly advancing inflation, and the rebounding employment 
situation. Also, the latest figures on the second-quarter gross domestic product are released at the end 
of the week.  
 
Weekly Focus – Think About It  
“Success is peace of mind, which is a direct result of self-satisfaction in knowing you made the effort to 
do your best to become the best that you are capable of becoming." John Wooden 
 
 
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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