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Market Insights for Week Ending April 7, 2017 
 

Are Markets Too Optimistic? 
 
While the market has stalled out over the last few weeks, economic data around most 
of the world has been getting stronger. Consumer confidence is strong and we are 
moving beyond the point where central banks dominate the markets to where fiscal 
policy, tax reform, nationalism, and deregulation have more impact. 
 
With the Administration’s failure on its first attempt at health care reform, policy 

uncertainty is a big reason why markets are struggling. Overall though, this should be a good 
environment for investors if analysts are correct that earnings will be strong for 2017.  However, it is 
important to realize that estimates are almost always pared back over time.  So, there is certainly no 
guarantee that what has been predicted will actually happen.  
 

 
There will likely be periods of volatility but they create opportunities for tactical strategies like HCM’s 
Advance and Defend™ portfolio. 
 
The biggest concern that we have with respect to the forecasted earnings for 2017 and the ultimate 
outcome is the difference between the forward looking economic reports which have been showing 
marked improvement and the actual economic data we have seen to date.  A good example is last 
week’s jobs report for March which slumped to 98,000 non-farm jobs vs. an expectation of 180,000.  It 
is this lack of actual results as opposed to projected results that has led HCM to pull back to a neutral 
risk exposure and has us waiting to see if an earnings rebound will be supported by real improvements 
in the economy. 
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Weekly Focus – Think About It  
 
“Start by doing what’s necessary; then do what’s possible; and suddenly you are doing the 
impossible.” - Francis of Assisi 
 
Market Activity 
 
Performance last week for the four major asset classes were: 
 U.S. Stocks – Russell 3000 (IWV) – Loss of .36% 
 Developed Foreign Markets (EFA) – Loss of .64% 
 Emerging Markets (EEM) – Gain of .38% 
 Fixed Income (AGG) – Gain of .17% 

 (Note: performance is based on the change in net asset value.) 
 
Last Week’s Headlines 
 
• The employment sector continued to strengthen in March, although job growth slowed compared 

to the first two months of the quarter. According to the report from the Bureau of Labor Statistics, 
total employment edged up by 98,000 in March. By comparison, there were 219,000 new jobs 
added in February and 216,000 new jobs added in January. The unemployment rate declined 0.2 
percentage point to 4.5%. The number of unemployed persons dropped 326,000 to 7.2 million.  
 

• The manufacturing sector expanded in March, but at a slower pace than February. According to 
the latest Manufacturing ISM® Report On Business®, the March purchasing managers' index 
came in at 57.2%, down slightly from the February reading of 57.7%. A reading of 50% or better 
indicates expansion. The Markit U.S. Manufacturing PMI™ fell to 53.3 in March compared to 54.2 
in February. Both the ISM® and Markit reports showed new orders and manufacturing output 
slowed in March. 
 

• Economic activity in the non-manufacturing sector also grew in March, according to the latest Non-
Manufacturing ISM® Report On Business®. The non-manufacturing index registered 55.2%, which 
is 2.4 percentage points lower than the February reading of 57.6%. Business activity and new 
orders increased in March, but not at the level of expansion in February. Growth in prices and 
employment also slowed in March compared to the prior month. While respondents were generally 
positive about the overall economy and business conditions, they expressed a degree of 
uncertainty about future government policies on health care, trade and immigration, and the 
potential impact on business. 
 

• The final report on international trade in goods and services for February revealed the goods and 
services deficit was $43.6 billion for the month, down $4.6 billion from $48.2 billion in January, 
revised. February exports were $192.9 billion, $0.4 billion more than January exports. February 
imports were $236.4 billion, $4.3 billion less than January imports. Year-to-date, the goods and 
services deficit increased $2.8 billion, or 3.1%, from the same period in 2016. Exports increased 
$25.8 billion, or 7.2%. Imports increased $28.6 billion, or 6.4%. Year-to-date, the largest U.S. trade 
deficit in goods is with China at $61.9 billion, followed by the European Union at $25.4 billion. 
 

• In the week ended April 1, the advance figure for seasonally adjusted initial claims for 
unemployment was 234,000, a decrease of 25,000 from the previous week's revised level. The 
previous week's level was revised up by 1,000 from 258,000 to 259,000. The advance seasonally 
adjusted insured unemployment rate remained at 1.5%.  
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Eye on the Week Ahead 
 
The week focuses on inflationary indicators as the latest information on consumer prices, producer 
prices, and retail sales becomes available for March.  Also, investors will be watching for first-quarter 
corporate earnings reports, which should begin coming out this week. 
 
 
 
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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