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Market Insights for Week Ending May 19, 2017 
 

The Trump Bust  
Last week's big news was Wednesday’s 372 point decline in the Dow. Traders worried 
that the latest political controversies would mean the Trump administration would not 
be able to follow through on its proposed pro-growth policies such as tax reform, 
repatriation and infrastructure spending.  In reality, an expensive stock market was 
looking for a reason to let off a little steam and the political scuffle of the day served the 
purpose. 
While we believe that markets are expensive; based on current fundamentals, we 

would be surprised to see anything more than a five to eight percent pullback. With inflation remaining 
low and first-quarter earnings mostly beating expectations and on track for their best quarter of growth 
since 2011 we believe the chances for a major pullback are slim. 
Since HCM has already reduced equity exposure from overweight to neutral we do not anticipate 
reducing equity exposure further unless our indicators suggest a bigger selloff is likely.  Instead, we 
will look to increase our equity exposure should we see a meaningful pullback.  If the current storm 
blows over, as most do, we will not be taking any action. 
And, while we believe the markets would be “OK” if some of the Administration’s agenda items, such 
as corporate tax reform were delayed, we do believe there is a premium in the market that assumes 
significant legislation will be enacted before the 2018 midterms.  If this expectation is altered, or worse, 
cancelled, we believe a more serious correction would likely ensue. 
What should investors do in light of the recent volatility?  Unless the storm clouds worsen, the answer 
is probably nothing.  Those planning to retire in the next three to five years should ask their HCM 
Advisor for help with an HCM Income Safety Net™ calculation to make sure they have appropriate 
reserves in place. 
Finally, don’t forget, selloffs have a silver lining for those in accumulation mode who want to buy 
stocks at cheaper prices and those who are looking for opportunities to convert traditional IRAs to 
Roth IRAs.  In addition, HCM always looks for tax loss harvesting opportunities when the market 
declines – not just at year end. 
Regardless of which direction the market takes, there will be opportunities for those that are prepared. 
 
Weekly Focus – Think About It  

“Buy when everyone else is selling and hold until everyone else is buying. That’s not just a catchy 
slogan. It’s the very essence of successful investing.” --J. Paul Getty 

Market Activity 
 
Performance last week for the four major asset classes were: 
 U.S. Stocks – Russell 3000 (IWV) – Loss of 0.36% 
 Developed Foreign Markets (EFA) – Gain of 1.00% 
 Emerging Markets (EEM) – Loss of 0.63% 
 Fixed Income (AGG) – Gain of 0.48% 

 (Note: performance is based on the change in net asset value.) 
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Last Week’s Headlines 
 
• The pace of new home construction took a step back in April, according to the Census Bureau. 

Housing starts, housing completions, and the number of building permits each lagged in volume 
compared to March. The annualized rate of housing starts in April was 2.6% below the March total. 
Privately owned housing completions were 8.6% below the revised March estimate. And the 
number of building permits issued in April for all residential housing units was 2.5% behind March's 
total. However, compared to a year ago, housing starts (+0.7%), housing completions (+15.1%), 
and building permits issued (+5.7%) are ahead of their respective totals from April 2016. 

 
• According to the Federal Reserve, industrial production advanced 1.0% in April for its third 

consecutive monthly increase and its largest gain since February 2014. Manufacturing output rose 
1.0% for the month following a 0.4% decline in March. The indexes for mining and utilities posted 
gains in April of 1.2% and 0.7%, respectively. However, capacity utilization for the industrial sector 
increased 0.6 percentage point to 76.7%, a rate that is 3.2 percentage points below its long-run 
average. Nevertheless, total industrial production in April was 2.2% above its year-earlier level. 

 
• In the week ended May 13, the advance figure for seasonally adjusted initial claims was 232,000, a 

decrease of 4,000 from the previous week's unrevised level of 236,000. The advance seasonally 
adjusted insured unemployment rate remained at 1.4% for the fifth consecutive week. For the 
week ended May 6, there were 1,898,000 receiving unemployment insurance, a decrease of 
22,000 from the previous week's revised level. This is the lowest level for insured unemployment 
since November 5, 1988, when it was 1,898,000. 

 
Eye on the Week Ahead 
 
The first-quarter GDP report based on updated information is released this week. The initial report in 
April revealed lackluster economic growth for the start of 2017. The latest figures on durable goods 
orders, which are included in the GDP computation, are also available this week. Both of these reports 
are good indicators of the relative strength of the economy through the first part of 2017. 
 
Disclaimer 
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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