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MONTHLY ECONOMIC UPDATE
MONTHLY QUOTE

“Change is the process
by which the future
invades our lives.”
– Alvin Toffler

MONTHLY TIP

If you are planning for
your financial future
as a couple, consider
setting both
intermediate and longrange goals. Define the
objectives that you
want to accomplish in
the next 5-10 years as
well as your lifetime.

THE MONTH IN BRIEF

April 2016

The bulls ran back to Wall Street in March; the Dow, Nasdaq, and S&P 500 all gained more
than 6% for the month, with the Dow and S&P returning to positive territory for the year. Oil
prices continued to recover. The Federal Reserve left interest rates unchanged, and it also
sent investors a dovish signal about raising rates across the rest of 2016. Though terrorist
attacks in Belgium unnerved investors around the world, financial markets held up in their
wake. Hiring and consumer confidence were strong, manufacturing grew stronger, and the
economic news out of Europe and China was not gloomy.1

DOMESTIC ECONOMIC HEALTH

Perhaps the biggest economic news of the month was the adjustment the Federal Reserve
made to its 2016 interest rate projections. The Federal Open Market Committee decided 9-1
against a rate hike in March, but the real story was the new dot-plot chart outlining only two
federal funds rate increases across the balance of the year. The median forecast for the
benchmark interest rate at the start of 2017 was revised to 0.9%. The FOMC also revised its
growth forecast downward, estimating 2016 GDP at 2.2% with inflation reaching only 1.2%
by the end of the year.2
Companies were certainly hiring in March; the economy added another 215,000 jobs in the
third month of the year. Greater labor force participation left the jobless rate a bit higher at
5.0%. The U-6 rate (unemployed + underemployed) increased a tenth of a percent to 9.8%.
Average hourly wages were $25.43 last month, up 2.3% annually.3
The Commerce Department announced that consumer spending had edged up 0.1% in
February; household wages rose 0.2%. Additional Commerce Department data showed retail
sales dipping 0.1% during the second month of the year (the retreat was the same with car
and truck sales removed).4,5
Major consumer confidence polls surpassed expectations. The March Conference Board
survey improved 2.2 points to 96.2, which beat the 94.5 reading forecast by economists
polled by Briefing.com. The University of Michigan’s final March consumer sentiment survey
came in at 91.0; the consensus Briefing.com projection was for a reading of 90.5.4
In terms of inflation, perhaps the biggest news was the 12-month gain for core consumer
prices. At 2.3%, the year-over-year advance seen in February exceeded the Federal Reserve’s
target. Core consumer prices were up 0.3% in February alone.5

As for the health of the manufacturing and service sectors, the Institute for Supply
Management’s factory PMI went back above 50 in March, rising 2.3 points to a reading of
51.8 that indicated sector growth once again. ISM’s service sector PMI had a reading of 53.4
in February, barely budging from its January mark of 53.5. Industrial output fell 0.5% in
February and durable goods orders slipped 2.8%.4,5
Lastly, the Bureau of Economic Analysis closed the book on fourth-quarter GDP. In its final
estimate, the BEA measured Q4 economic expansion at 1.4%.5

GLOBAL ECONOMIC HEALTH

Faced with year-over-year deflation of 0.2%, the European Central Bank made some further
(and unexpected) easing moves last month. March 10 saw EBC president Mario Draghi
announce small cuts in multiple interest rates, a greater bond-buying effort, and increased
bank lending to “reinforce the momentum of the euro area’s economic recovery and
accelerate the return of inflation to levels below, but close to, 2 percent,” in Draghi’s words.
To some observers, these looked like desperation moves to try and revive a stalled economic
engine. The latest EU employment figures showed the euro area jobless rate at 10.3%, more
than double that of the U.S.; year-over-year, joblessness had declined in 24 of 28 eurozone
countries.6,7
China’s official manufacturing PMI showed its factory sector growing again in March. The
50.2 reading was the first showing expansion since July. The Caixin/Markit PMI for China
also rose markedly in March, from 48.0 to 49.7. The nation’s official service sector PMI also
increased 1.1 points last month to 53.8. As Standard and Poor’s lowered China’s credit rating
outlook from stable to negative in late March, these improvements were welcomed
worldwide. S&P forecasts the PRC’s economy to grow at least 6% annually during the next
three years.8

WORLD MARKETS

Nearly every Asia Pacific stock benchmark rose in March (Sri Lanka’s Colombo Stock
Exchange was the exception). No surprise here: the Shanghai Composite led the way among
the region’s marquee indices, rising 11.75%. Other notable gains: Hang Seng, 8.71%; Asia
Dow, 10.00%; KSE 100, 5.64%; BSE Sensex, 10.17%; Kospi, 4.13%; Nikkei 225, 4.57%; ASX
200, 4.14%. The Global Dow gained 7.31%, the MSCI World 6.52%, the MSCI Emerging
Markets 13.03%, and the Dow Jones Americas 7.26%. Speaking of the Americas, Brazil’s
Bovespa gained an astonishing 16.97% in March. Canada’s TSX Composite rose 4.93% and
Mexico’s IPC All-Share, 4.96%.1,9
Europe’s major bourses also posted gains. The DAX rose 4.95%, the CAC 40 0.72%, the
STOXX 600 1.08%, the FTSE 100 1.28%, the FTSE MIB 2.80%, the IBEX 35 3.09%, and the
RTS 13.97%. March saw the Europe Dow rise 5.48%.1

COMMODITIES MARKETS

On the NYMEX, light sweet crude continued its recovery from winter lows. At the close on
March 31, the price of a barrel stood at $38.15. WTI crude gained 12.42% in March. Other
major energy futures also surged; March brought gains of 35.34% for unleaded gasoline,
9.28% for heating oil, and 15.13% for natural gas.10
During a tough month for the greenback, the U.S. Dollar Index gave back 3.59% as it fell to a
March 31 settlement of 94.64. Gold lost 0.61% in March while other important metals
ascended; copper rose 2.78%, platinum 4.59%, and silver 3.62%. Gold finished March at
$1,232.50 on the COMEX, silver at $15.44. March saw a jumps for coffee futures; they gained
12.62%. Corn lost 0.92%, but sugar advanced 5.43%, wheat 6.13%, soybeans 6.50%, cotton
3.43%, and cocoa 0.14%.10,11

REAL ESTATE

New home sales rose 2.0% for February, but as the Census Bureau reported, the entire 2.0%
February advance was due to a 38.5% surge in new home buying in the West. The median
sale price for a new home had increased across the past 12 months; a 2.6% gain to
$301,400. Existing home purchases declined 7.1% during February, the National Association
of Realtors noted; the median sale price was 4.4% higher than a year earlier at $210,800.
Speaking of the values of existing homes, January’s 20-city S&P/Case-Shiller home price

index measured 5.7% year-over-year price appreciation.4,12
Pending home sales were positive in February: the 3.5% gain took them to a level unseen in
seven months, and put NAR’s index of housing contract activity up 0.7% year-over-year. The
Census Bureau reported a 5.2% rise in housing starts in February, and a 3.1% fall for building
permits.5,13
On March 3, average interest rates for mortgage types in Freddie Mac’s Primary Mortgage
Market Survey stood as follows: 30-year FRM, 3.64%; 15-year FRM, 2.94%; 5/1-year ARM,
2.84%. By March 31, the PMMS showed the average rate on the 30-year FRM reaching 3.71%,
the average rate for the 15-year FRM hitting 2.98%, and the average rate on the 5/1-year
ARM up at 2.90%.14

LOOKING BACK…LOOKING FORWARD

Across March, the Dow rose an impressive 7.08% to 17,685.09; the small caps actually
advanced further, as the Russell 2000 surged 7.75% to wrap up the third month of the year at
1,114.03. The S&P 500 gained 6.60% while the Nasdaq rose 6.84%; they respectively settled
at 2,059.74 and 4,869.85 on March 31. March was definitely not a good month for the CBOE
VIX; it fell 32.12% to 13.95. Did any stateside index rise more than 10% last month? Yes, two
did: the PHLX Housing index gained 10.95% and the PHLX Oil Service index advanced
10.09%.1
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Sources: wsj.com, bigcharts.com, treasury.gov – 3/31/161,15,16,17
Indices are unmanaged, do not incur fees or expenses, and cannot be invested into directly. These returns do not include
dividends. 10-year TIPS real yield = projected return at maturity given expected inflation.

After a fine March, will we see more gains in April? If stocks rise for two straight months,
could that hint at a major bullish move in the second half of the year? It is too early to tell if
all that will happen, and April (traditionally a strong month for stocks) presents a number of
question marks. Investors now assume that the Fed will hike rates just twice in 2016, but one
of those rate hikes could occur in April. Concerns that stocks are overvalued persist, and
mediocre global growth is weighing on corporate earnings. Central banks worldwide can only
provide so much economic stimulus. If the bulls can maintain some momentum in the face of
all these uncertainties, this month could offer some pleasant surprises. On February 11, the
Dow closed down 10.1% YTD; six weeks later, the Dow finished March in the green for 2016.18
UPCOMING ECONOMIC RELEASES: Here is the roll call of major U.S. economic news
items for the rest of April. February factory orders (4/4), the March ISM service sector PMI
(4/5), minutes from the March Federal Reserve monetary policy meeting (4/6), February
wholesale inventories (4/8), March retail sales, the March PPI, February business inventories
and the latest Fed Beige Book (4/13), the March CPI (4/14), the initial University of Michigan
consumer sentiment index for March and March industrial output (4/15), March housing
starts and building permits (4/19), March existing home sales (4/20), March new home sales
(4/25), the Conference Board’s April consumer confidence index, the February edition of the
S&P/Case-Shiller home price index, and March durable goods orders (4/26), a Federal
Reserve interest rate decision and NAR’s report on March pending home sales (4/27), the
BEA’s first estimate of Q1 economic growth (4/28), and then March consumer spending
figures and the University of Michigan’s final April consumer sentiment index (4/29).
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