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Market Insights for Week Ending August 11, 2017 
 

HCM Second Half Outlook 
 
Stocks have recently welcomed good earnings announcements with indifference while 
investor sentiment seems to be showing signs of fatigue.  That said, in spite of 
excessive valuations in the U.S. and parts of Europe, the global economy has settled 
into a steady growth phase where HCM sees reasonably strong global fundamentals 
leading to positive equity returns in the second half of 2017.  As a result, we remain 
fully invested in a globally diversified portfolio that favors equities. 
 

High stock valuations around the globe are driven mostly by the S&P 500 which is up nearly 60% from 
its 2007 peak.  Among the other major markets, only the UK and Germany have surpassed their 2007 
pre-bear levels. 
 

.  
Source: ThomsonReuters Datastream; J.P. Morgan Asset Management; data as of August 8, 2017. 

 
Many investors are concerned about the possibility of a valuation driven bear market. Market history 
shows that bear markets can start from a wide range of valuations, both above and below current 
levels. And, while the markets’ current elevated levels of valuation will almost certainly prove to be a 
headwind against long-term future returns, we do not believe that elevated equity valuations are a 
reliable guide for the direction of markets over a short to medium-term. The factor with the highest 
correlation to the potential for a bear market is whether a recession is on the horizon or not.  At this 
time we do not believe a recession is looming.  In fact, the global economy is gradually improving.  
 
Knowing that a correction in the range of 5% to 10% can come at any time for any reason, we 
continue to maintain a moderate pro-risk stance, seeking broad regional diversification in our HCM 
Advance and Defend™ portfolios, to take advantage of the breadth of global growth, the remaining 
catch-up potential for non-U.S. markets and historically low equity market correlation between regions. 
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Weekly Focus – Think About It  
 
It's not how much money you make, but how much money you keep, how hard it works for you, and 
how many generations you keep it for. 
– Robert Kiyosaki 
 
Market Activity 
 
Performance last week for the four major asset classes were: 
 
U.S. Stocks – Russell 3000 (IWV) – Loss of 1.52% 
Developed Foreign Markets (EFA) – Loss of 1.49% 
Emerging Markets (EEM) – Loss of 2.26% 
Fixed Income (AGG) – Gain of 0.25% 

 
 (Note: performance is based on the change in net asset value.) 
 
Last Week’s Headlines 
 
According to the Job Openings and Labor Turnover report for June, the number of job openings 
increased to 6.2 million (+461,000). Over the month, the number of hires fell from 5.5 million in May to 
5.4 million in June. There were 5.2 million total separations in June, little changed from May. Job 
openings increased in a number of industries, with the largest increases occurring in professional and 
business services (+179,000), health care and social assistance (+125,000), and construction 
(+62,000). 
 
The monthly federal government budget deficit was $43 billion in July on the heels of a June deficit of 
$90 billion. Total government receipts were $232 million, while total outlays were $275 million. The 
total budget deficit for fiscal 2017 sits at $566 billion — 10.6% higher than the $512 billion deficit over 
the same 10-month period last year. 
 
There continues to be little upward movement in consumer prices. The Consumer Price Index rose 
0.1% in July following no movement in June and a 0.1% drop in May. The CPI has risen 1.7% over the 
last 12 months ended in July. Prices less food and energy also increased 0.1% for the month and 
1.7% over the last 12 months. 
 
Dwindling inflationary pressure has been the theme over much of 2017, and the latest figures from the 
Producer Price Index continue that trend. The prices producers receive for their goods and services 
declined 0.1% in July, following a 0.1% increase in June. Over 80% of the decrease is attributable to a 
0.2% drop in services, although prices for goods edged down 0.1%. Prices less the volatile 
components of food, energy, and trade services were unchanged in July, while prices less food and 
energy fell 0.1%. 
 
In the week ended August 5, the advance figure for seasonally adjusted initial claims for 
unemployment insurance was 244,000, an increase of 3,000 from the previous week's revised level. 
The previous week's level was revised up by 1,000 from 240,000 to 241,000. The advance seasonally 
adjusted insured unemployment rate remained 1.4%, unchanged from the previous week's unrevised 
rate. During the week ended July 29, there were 1,951,000 receiving unemployment insurance 
benefits, a decrease of 16,000 from the previous week's revised level. The previous week's level was 
revised down 1,000 from 1,968,000 to 1,967,000. 
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Eye on the Week Ahead 
 
July's report on housing starts is out this week. The housing market has been up and down so far this 
year, with low inventory and rising prices discouraging would-be home shoppers. However, housing 
starts and building permits were up in June — a trend builders and homebuyers would like to see 
continue in July. Another report released this week, the Treasury's Industrial Production Index, not 
only shows how much factories are producing, but it also measures how much factory capacity is in 
use. 
 
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. 

 
• • • 

 
 
 
 


