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The global rally lost some momentum last week.  While several foreign markets lost 
money, led by a decline in China (Shanghai) of 2.22%, the U.S. (S&P 500) was able to 
add 1.11%. 
 
The rally from the February lows produced overbought conditions among global 
equities, setting up the recent consolidation. But it also brought confirmation from 
longer-term indicators, increasing the chances that the market advance will prove to be 
sustainable over the course of the year. Over the next month or so we hope to receive a 
bullish confirmation (by reaching new highs) that will give us a better indication of what 
the future holds.  If the current rally fails without reaching new highs that would suggest 
we could continue to be locked in the trading range that has limited both the markets 
upside and downside since the fall of 2014. It would be especially encouraging to see 
major global benchmarks break their December highs in addition to the various investor 
risk appetite indicators we follow which would suggest an increasing willingness on the 
part of investors to take on risk. 
 
The leading reason for caution is the overvaluation in almost all long-term valuation 
indicators.  While we believe that this excessive valuation will be rectified with either a 
deeper correction or prolonged period of subdued returns, it is impossible to predict 
when in the future this valuation correction may occur.  To quote John Maynard Keynes, 
“markets can remain irrational longer than most investors can remain solvent”.  For this 
reason we will continue to give the benefit of the doubt to global monetary policy and a 
positive tape. 
 
As it relates to global monetary policy, we also have a fundamental struggle with a long 
term bullish stance because many central banks have a NIRP (negative interest rate 
policy), which pushes many investors beyond their comfort zones, into riskier asset 
classes.  We don’t see how that helps savings and investments globally or how financial 
companies can profitably operate over the long term when rates yield below zero.  And, 
when some unforeseen event does occur, the markets will likely suffer as investors who 
moved beyond their “risk comfort zones” all go rushing back at the same time.  This 
could be like yelling fire in a crowded theatre. 
 
Because of these concerns, HCM Advance and Defend™ portfolios will begin to trim 
equity exposure if prices breech resistance levels in the near term or if tape indicators 
start to break down. 
 
We have received questions about the role of the HCM Advance and Defend™ and 
Strategic portfolios in our investment process.  If you would like to know more, please 
click here: HCM Advance and Defend™ or Strategic.   
 
Last Week's Headlines 
 In a further effort to boost its sagging economy, the European Central Bank initiated 

additional stimulus moves intended to spur the eurozone's low inflation. Only three 

http://www.hengeholdcapital.com/p/hcm-advance-and-defend-portfolio
http://www.hengeholdcapital.com/p/hcm-strategic-portfolio
http://www.hengeholdcapital.com/p/hcm-advance-and-defend-portfolio
http://www.hengeholdcapital.com/p/hcm-strategic-portfolio


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

 

months after instituting similar – though less comprehensive measures – the latest 
ECB program includes cutting interest rates and increasing its monthly bond 
purchases. ECB President Mario Draghi said the latest stimulus measures are 
intended to "further ease financing conditions, stimulate new credit provision and 
thereby reinforce the momentum of the euro area's economic recovery and 
accelerate the return of inflation to levels below, but close to, 2.0%." 
 

 The Treasury statement for February shows the federal deficit is at $192.6 billion. 
There was a surplus of $55 billion in January. The deficit for fiscal 2016 (October 
through February) sits at $353 billion. Compared to the first five months of fiscal 
2015, receipts for fiscal year 2016 are up 5.3%, while outlays are up 1.86%. 

 
 U.S. import prices (for goods bought in the United States but produced abroad) fell 

0.3% in February following a 1.0% drop in January, according to the latest 
information from the U.S. Bureau of Labor Statistics. The February decrease was 
mostly led by declining fuel prices.  
 

 
 
 Claims for unemployment insurance and the insured unemployment rate are down. 

For the week ended March 5, there were 259,000 initial claims for unemployment 
insurance, a decrease of 18,000 from the prior week's revised level of 277,000 –  
the lowest level since last October.  
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Eye on the Week Ahead  
 
There's plenty of information available this week, including the outcome of the FOMC 
meeting. Reports on producer prices, retail sales, industrial production, and the Fed's 
announcement from its latest meeting are sure to have some influence on equities.  
 
Key Dates for Reports and Data Releases 
 
3/15: Producer Price Index, retail sales, business inventories, housing market index 
3/16: Consumer Price Index, housing starts, industrial production, FOMC meeting    

announcement 
3/17: JOLTS 
3/18: Consumer sentiment 
 
Weekly Focus – Think About It  
“A river cuts through rock, not because of its power, but because of its persistence.” 
 – Jim Watkins 
 

 
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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