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THE MONTH IN BRIEF 
May was another good month for stocks. The S&P 500 gained more than 1%, putting 
its YTD advance above 7.7%. While the housing market showed some spring 
weakness, hiring bounced back and most other important economic indicators did 
not falter. Wall Street seemed little troubled by politics, terrorist incidents, data 
disappointments, or earnings misses. Overseas, stock benchmarks largely advanced, 
some impressively. Gasoline futures ascended; mortgage rates descended. Both 
investors and consumers seemed firmly confident. 
 

DOMESTIC ECONOMIC HEALTH  
The Department of Labor’s latest employment report showed a rebound in job 
creation. While March saw just 79,000 net new jobs, that number increased to 
211,000 in April. These additions left the main (U-3) jobless rate at 4.4%, a 10-year 
low. The U-6 rate, including the underemployed, fell 0.3% to 8.6%, another low 
unseen for nearly a decade. Numbers like these seemed to amount to a green light 
for a June interest rate hike at the Federal Reserve. 
 

Later in the month, however, word arrived that the Fed was more cautious about a 
June hike than some investors assumed. May ended with the Bureau of Economic 
Analysis revising the Q1 GDP number north by half a percent to 1.2%, but that was 
still far from impressive. Minutes from the May 2-3 Federal Open Market Committee 
meeting noted that FOMC members “generally judged that it would be prudent to 
await additional evidence” of the economy picking up before making another policy 
move. Still, the Fed futures market had the chance of a June rate increase at 83% in 
late May. 
 

Consumers were still very confident, according to the two most-watched household 
sentiment indices; though, those gauges did not go higher in May. The University of 
Michigan’s index posted an initial May reading of 97.7 and a final May reading of 
97.1, leaving it just 0.1 points above its final April mark. Falling 1.5 points, the 
Conference Board’s index ended the month at 117.9. 
 

As far as goods and services, the news was generally good. Retail sales advanced 
0.4% in April; core retail sales, 0.3%. The fourth month of 2017 saw gains of 0.4% for 
both personal spending and personal incomes. Hard goods orders were down 0.7% 
in April, 0.8% minus defense orders. 
 

The Institute for Supply Management’s purchasing manager index measuring factory 
growth ticked up 0.1 points to a solid 54.9 in May. Early in May, ISM’s service sector 
PMI showed an impressive April reading of 57.5, up 2.3 points from March; that was 
its second-best reading in the past 12 months. 
 

Yearly core consumer inflation dipper under 2% in April. The 1.9% annualized 
reading on the core Consumer Price Index followed a mere 0.1% April advance for 
that indicator. Headline consumer inflation was up 0.2% in April, leaving the year-
over-year advance for the main CPI at 2.2%. The Producer Price Index rose 0.5% in 
April, resulting in 2.5% annualized wholesale inflation. 

Electronic News That You Can Use! 



GLOBAL ECONOMIC HEALTH 
The economy of the euro area is clearly in better shape than it has been in some 
time. Unemployment fell to 9.3% in April, which was an 8-year low and nearly a 
percentage point lower than in April 2016. A 0.4% spike in consumer prices had left 
annualized inflation at 1.9% in April, as opposed to 0.2% deflation a year earlier; 
Eurostat, the statistical office of the European Commission, projected inflation 
moderating to 1.4% in May. The HIS Markit manufacturing PMI for the Eurozone was 
at 56.8 in May, representing a six-year high; Germany’s factory PMI was even higher 
at 59.4. 
 

As for Chinese manufacturing, the latest news was good. The nation’s official factory 
and service sector PMIs respectively came in at 51.2 and 54.5 for May; the factory 
PMI was unchanged from April, while the services PMI rose. These good, if not 
spectacular, numbers backed up the broad assumptions of economists inside and 
outside China: the 6.9% growth seen in the year’s first quarter was a nice anomaly. 
China is officially forecasting 6.5% economic expansion for 2017. Fresh data showed 
that Japan’s economy grew at the fastest pace in a year in Q1. 
       

WORLD MARKETS 
Bulls sent many important benchmarks higher in May. In Europe, the FTSE 100 
jumped 4.39% for the month; smaller gains were notched by the IBEX 35 (1.53%), 
DAX (1.42%), FTSE Eurofirst 300 (0.84%), and CAC-40 (0.31%). Russia’s MICEX took a 
big loss, sliding 5.77%. 
 

Away from Europe, South Korea’s Kospi had a banner month, surging 6.44%. 
Argentina’s MERVAL rose nearly that much, advancing 6.14%. Major gains were also 
made by Hong Kong’s Hang Seng (4.25%) as well as India’s Sensex (4.10%) and Nifty 
50 (3.41%). MSCI’s Emerging Markets index added 2.80%; Japan’s Nikkei 225, 2.36%; 
and Taiwan’s TSE 50, 2.08%. The MSCI World index improved 1.78%. May losses 
came for Mexico’s Bolsa (0.96%), the Shanghai Composite (1.18%), the TSX 
Composite (1.52%), Brazil’s Bovespa (2.20%), and Australia’s All Ordinaries (3.13%). 
                  

COMMODITIES MARKETS  
Cocoa futures pulled off the biggest gain among major commodities, rising 10.74% 
during May. The rest of the ag sector was mixed, with corn rising 2.52%, soybeans 
down 3.42%, wheat gaining 2.93%, coffee adding 1.78%, cotton surging 6.94%, and 
sugar sinking 6.36%. On the COMEX, gold closed on May 31 at $1,268.00 after a 
mere 0.06% May advance. Silver futures rose 1.02% in May to reach $17.32 as the 
month ended. Platinum futures lost 0.57% for May; copper futures, 0.41%. The U.S. 
Dollar Index fell 2.08% across the month to 96.98 on May 31. 
 

Crude lost 0.81% for the month on its way to a May 31 NYMEX close of $48.82. 
Heating oil added 1.78% in May, while natural gas gave back 5.60%. Gasoline futures 
staged a notable rally, rising 4.59% last month. 
                          

REAL ESTATE 
Home sales had to cool off at some point in 2017. According to reports from the 
National Association of Realtors and Census Bureau, the housing market reached 
that point in April. The NAR reported a 2.3% slip for resales, while the Bureau noted 
new home sales sliding by 11.4%. April also saw housing starts decline by 2.6%, with 
permits for future construction down by 2.5%. Pending home sales, tracked by the 
NAR, declined 1.3% in April. 
 
 
 
 



The latest 20-city composite S&P/Case-Shiller home price index shower home prices 
rising 1.0% for March, keeping the yearly gain of the index at 5.9%. The broader 
national Case-Shiller index was up 5.8% annually through March, its best showing in 
33 months. 
 

As for home loans, Freddie Mac’s May 25 Primary Mortgage Market Survey reported 
average interest rates on mortgage types as follows: 30-year FRM, 3.95%; 15-year 
FRM, 3.19%; 5/1-year ARM, 3.07%. On April 27, all three mortgage classes were 
more expensive, bearing the following interest rates: 30-year FRM, 4.03%; 15-year 
FRM. 3.27%; 5/1-year ARM, 3.12%. 
       

LOOKING BACK…LOOKING FORWARD  

During May, the Nasdaq Composite set the pace for the consequential U.S. equity 
indices. The tech-heavy benchmark rose 2.50% to end the month at 6,198.52. The 
Dow Industrials improved 0.33% across the month to settle at 21,008.65 on May 31, 
while the S&P 500 advanced 1.16% to a month-end close of 2,411.80. Small caps 
stumbled in May – the Russell 2000 fell 2.16% to 1,370.21, leaving it at just +0.96% 
YTD. The CBOE VIX lost 2.77% to end May at a very low 10.41, and that put the “fear 
index” down 25.07% on the year. 
 
 

% CHANGE Y-T-D 1-YR CHG 5-YR AVG 10-YR AVG 

DJIA +6.31 +18.11 +13.90 +5.42 

NASDAQ +15.15 +25.27 +23.85 +13.80 

S&P 500 +7.73 +15.01 +16.81 +5.76 
REAL YIELD 4/28 RATE 1 YR AGO 5 YRS AGO 10 YRS AGO 

10 YR TIPS 0.40% 0.30% -0.50% 2.54% 
 

  Sources: barchart.com, bigcharts.com, treasury.gov – 5/31/171,17,18,19 

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. 
 

The year is currently going well on Wall Street. All three major indices are on pace 
for double-digit yearly returns; the Nasdaq Composite just advanced for a seventh 
straight month, a streak unequaled since 2013. Investors widely expect the Fed to 
hike this month, so a quarter-point rate move will not serve as any kind of market 
shock; the goings-on in Washington have not distracted the bulls from buying either. 
Perhaps, the calm we have seen on the Street, so far, this spring can last for another 
moth and encourage further gains. 
 

ELECTRONIC NEWS THAT YOU CAN USE: 

Should You Apply for Social Security Now or Later? 
When should you apply for benefits? Consider a few factors first. 
 

Now or later? When it comes to the question of Social Security income, the choice 
looms large. Should you apply now to get earlier payments? Or wait for a few years 
to get larger checks? 
   

Consider what you know (and don’t know). You know how much retirement money 
you have; you may have a clear projection of retirement income from other 
potential sources. Other factors aren’t as foreseeable. You don’t know exactly how 
long you will live, so you can’t predict your lifetime Social Security payout. You may 
even end up returning to work again. 
   

When are you eligible to receive full benefits? The answer may be found online at 
socialsecurity.gov/retire2/agereduction.html.  
    

How much smaller will your check be if you start receiving benefits at 62? The 
answer varies. As an example, let’s take someone born in 1955. For this baby 
boomer, the full retirement age is 66 years and 2 months. If that boomer decides to 



retire in 2017 at 62, his or her monthly Social Security benefit will be reduced about 
26%. That boomer’s spouse would see a 30% reduction in monthly benefits. 
 

Should that boomer elect to work past full retirement age, his or her benefit checks 
will increase by 8.0% for every additional full year spent in the workforce. So, it really 
may pay to work longer. 
 

Remember the earnings limit. Let’s put our hypothetical baby boomer through 
another example. Our boomer decides to apply for Social Security at age 62 in 2017, 
yet stays in the workforce. If he/she earns more than $16,920 in 2017, the Social 
Security Administration will withhold $1 of every $2 earned over that amount. 
 

How does the SSA define “income”? If you work for yourself, the SSA considers your 
net earnings from self-employment to be your income. If you work for an employer, 
your wages equal your earned income.  
 

Please note that the SSA does not count investment earnings, interest, pensions, 
annuity income, and government or military retirement benefits toward the current 
$16,920 earnings limit. 
 

Some fine print worth noticing. If you are self-employed, did you know that the SSA 
may define you as retired even if you aren’t? (This amounts to the SSA giving you a 
break.) 
 

For example, if you are eligible to receive Social Security benefits in 2017, yet remain 
under full retirement age for the whole year, the SSA will consider you “retired” if a) 
you work 45 hours or less per month at your business or work between 15-45 hours 
a month at a business in a highly skilled occupation, b) your monthly earnings from 
such self-employment are $1,410 or less. 
 

Here’s the upside of all that: if you meet the two tests mentioned in the preceding 
paragraph, you are eligible to receive a full Social Security payment for any whole 
month of 2017 in which you are “retired” under these definitions. You can receive 
that monthly payment no matter what your earnings total for 2017. 
 

Learn more at socialsecurity.gov. The SSA website is information packed and used 
friendly. One last, little reminder: if you don’t sign up for Social Security at your full 
retirement age, make sure that you at least sign up for Medicare at age 65. 
   

Keep Calm, Stay Invested 
Expect more volatility, but avoid letting the headlines alter your plans. 
 

Recent headlines have disturbed what was an unusually calm stock market. The 
political uproar in Washington may continue for weeks or months, and it could mean 
significant, ongoing turbulence for Wall Street.  
 

As an investor, a retirement saver, how much will this turmoil matter to you in the 
long run? Perhaps, very little. There are many good reasons to remain in the market. 
     

The earnings recession has ended, and the economy has strengthened. This past 
earnings season was a superb one. The first quarter of 2017 saw the biggest 
annualized leap in corporate profits in five years – nearly 15%, according to S&P 
Capital IQ. The good news hardly ends there. We may be at or near full employment 
– both the headline jobless rate and the U-6 rate measuring underemployment are 
back to where they were before the Great Recession began. Inflation has, at last, 
picked up, and the manufacturing and service sectors have been growing. 
   

The market is still having a good year. At this writing, the S&P 500 is up more than 
5% year-to-date; the Nasdaq Composite, about 12% year-to-date. Given the 
economic trends mentioned in the above paragraph – and the possibility of more 



dovishness from the Fed – these indices could certainly see further 2017 gains. 
   

Remember that many investors come to regret emotional decisions. Emotions 
drove many people away from equities in the 2007-09 bear market, and they paid a 
price; after sinking to a bottom on March 9, 2009, the S&P 500 appreciated 100% in 
just four years. Some of those who sat on the sidelines as the bull market started 
ended up buying high after selling low. 
 

Here is another dramatic example: the S&P rose 15.2% in a month (in terms of total 
return) after hitting a low on October 9, 2002. So, just as the market can drop 
quickly, it can also recover quickly. 
 

Breaking news should not dissuade you from pursuing your long-term objectives. 
Your retirement savings effort is not momentary, but lifelong. The Dow, Nasdaq, and 
S&P 500 have climbed higher through all kinds of disruptions in their long history. 
The S&P has advanced in 72% of the years it has been in existence. Look as the big 
picture of market performance over time. Understand that pronounced, daily 
volatility is a disruption of the market norm, not the norm itself. 
      

Are Millennial Women Saving Enough for Retirement? 
The available data is more encouraging than discouraging. 
 

Women 35 and younger are often hard-pressed to save money. Student loans may 
be outstanding; young children may need to be clothed, fed, and cared for; and rent 
or home loan payments may need to be made. With all of these very real concerns, 
are they saving for retirement? 
      

The bad news: 44% of millennial women are not saving for retirement at all. This 
discovery comes from a recent Wells Fargo survey of more than 1,000 men and 
women aged 22-35. As 54% of the millennial women surveyed were living paycheck 
to paycheck, this lack of saving is hardly surprising. 
      

The good news: 56% of millennial women are saving for retirement. Again, this is 
according to the Wells Fargo survey. (A 2016 Harris Poll determined roughly the 
same thing – it found that 54% of millennial women were contributing to a 
retirement savings account.) 
The question is; are these young women saving enough? In the Wells Fargo survey, 
the average per-paycheck retirement account contribution for millennial women 
was 5.7% of income, which was 22% lower than the average for millennial men. One 
influence may be the wage gap between the sexes: on average, the survey found 
that millennial women earn just 74% of what their male peers do. 
 

In the survey, the median personal income for a millennial woman was $28,800. So, 
5.7% of that is $1,641.60, which works out to a retirement account contribution of 
$136.80 a month. Not much, perhaps – but even if that $136.80 contribution never 
increased across 40 years with the account yielding just 6% annually, that woman 
would still be poised to end up with $254,057 at age 65. Her early start (and her 
potential to earn far greater income and contribute more to her account in future 
years) bodes well for her financial future, even if she leaves the workforce for a time 
before her retirement date. 
    

More good news: millennial women may retire in better shape than boomer 
women. That early start can make a major difference, and on the whole, millennials 
have begun to save and invest earlier in life compared to previous generations. A 
recent study commissioned by Naxis Global Asset Management learned that the 
average millennial starts directing money into a retirement account at age 23. 
Historically, that contrasts with age 29 for Gen Xers and age 33 for baby boomers. If 



the average baby boomer had begun saving for retirement at age 23, we might not 
be talking about a retirement crisis. 

In the aforementioned Harris Poll, the 54% of millennial women putting money into 
retirement accounts compared well with the 44% of all women doing so. The 
millennial women were also 14% more likely to voluntarily participate in a workplace 
retirement plan than male millennials were, and once enrolled in such plans; their 
savings rates were 7-16% greater than their male peers. 

In 2015, U.S. Trust found that 51% of high-earning millennial women were top or 
equal income earners in their households. That implies that these young women 
have a hand in financial decision-making and at least a fair degree of financial 
literacy – another good sign. 

Clearly, saving $136.80 per month will not fund a comfortable retirement – but that 
level of saving in their twenties may represent a great start, to be enhanced by 
greater retirement accounts inflows later in life and the amazing power of 
compound interest. So, while young women may not be saving for retirement in 
large amounts, many are saving at the right time. That may mean that millennial 
women will approach retirement in better financial shape than women of preceding 
generations.   
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