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THE MONTH IN BRIEF 
Bulls were reined in during October. The S&P 500 lost 1.94% as Wall Street 
responded unenthusiastically to the fall earnings season. Even though much of the 
economic news that emerged in October was good, investors saw an interest rate 
hike on the horizon and remained concerned about an increasingly controversial 
presidential race. Consumer confidence waned, but improved manufacturing, 
consumer spending, and retail sales numbers all factored into stronger growth. New 
and existing home sales accelerated. The price of oil rose, then quickly fell; the price 
of gold slipped, then recovered just a bit. Overseas, a timeline was set for the Brexit. 
In the big picture, appetite for risk waned as investors remained cautious. 
 
DOMESTIC ECONOMIC HEALTH  
Economic indicators flashed clear signals that the economy was picking up. 
Household spending rose a healthy 0.5% during September, the most since June. 
Household incomes rose 0.3% in the ninth month of the year. Retail sales were up 
0.6% for September, with core retail purchases rising 0.5%. 
 
Important twin gauges of business activity showed both manufacturing and service 
sector growth. The Institute for Supply Management’s non-manufacturing 
purchasing manager index jumped up to a reading of 57.1 in September, improving 
5.7 points. ISM’s factory PMI also recovered from an August spent in contraction 
territory, rising 2.1 points to 51.5 in September; even more encouragingly, ISM’s 
new factory orders index increased by 6.0 points.  
 
Complementing all this, the federal government said that the economy grew 2.9% in 
the third quarter – a real upturn from the 1.4% GDP recorded for Q2. 
 
Had full employment been reached? Perhaps it was close at hand, since the hiring 
pace seemed to be moderating. The Department of Labor said that companies had 
added 156,000 net new jobs in September, while revising the August gain north to 
167,000. The jobless rate rose slightly to 5.0%; the U-6 rate including the 
underemployed remained at 9.7%. Average hourly wages improved another 0.2%. 
 
Was inflation pressure mounting? Not really. The PCE price index advanced 0.2% in 
September, which left the core PCE index up 1.7% year-over-year, the same as in 
August. The Consumer Price Index showed a 1.5% annual gain in September, up from 
1.1% a month earlier; core consumer prices were up 2.2% in 12 months, ticking 
down from 2.3% in August. Producer prices rose 0.3% in September, but that still left 
them up just 0.7% year-over-year. 
 
Some indicators did descend, most notably those measuring consumer confidence. 
The Conference Board’s monthly barometer dipped 4.9 points in October to a 
respectable 98.6 mark, while the University of Michigan consumer sentiment index 
fell to 87.2 at month’s end. Headline capital goods orders also declined 0.1% for 
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September, with core orders down 1.2%. 
 
GLOBAL ECONOMIC HEALTH 
In London, United Kingdom prime minister Theresa May announced definite plans 
for the Brexit. The U.K. will leave the European Union in the summer of 2019. Until 
then, it intends to remain a player in all E.U. summits and member state 
negotiations. Speaking of the broader E.U., Eurostat reported economic growth of 
0.3% for the euro area in Q3 and estimated annualized inflation for the euro area at 
0.5% in October. 
 
The World Bank projected 6.7% growth for China in 2016, declining to 6.5% in 2017, 
and then 6.3% in 2018. It believes that the second-fastest growing economy in Asia 
this year will be that of the Philippines at 6.4%. Malaysia’s 2016 GDP is projected at 
4.2%; Indonesia’s, at 4.8%. China aside, the Bank expects growth to pick up across 
Asia in the near future, projecting 4.8% growth for the rest of the region’s 
economies this year, 5% GDP in 2017, and 5.1% growth for 2018. Meanwhile, news 
arrived that Japan’s retail sales and industrial output were flat in September; retail 
sales were down for a seventh straight month and 1.9% lower over the past 12 
months. 
       
WORLD MARKETS 
Many foreign indices outperformed ours. To our respective north and south, the TSX 
Composite advanced 0.42% last month; the Bolsa, 1.62%. Argentina’s MERVAL rose 
7.16%. European indices had a good month – there were gains of 1.47% for the DAX, 
1.37% for the CAC-40, 4.81% for the IBEX 35, 0.59% for the Micex, and 0.80% for the 
FTSE 100. The FTSEurofirst 300 was an exception, losing 0.90%. 
 
The Nikkei 225 soared 5.935 during October to pace the major Asian indices. The 
Shanghai Composite was not that far behind, rising 3.22%. October also brought 
gains of 0.66% for India’s Sensex and 2.49% for the FTSE Taiwan 50. Australia’s All 
Ordinaries retreated 2.22%, and Hong Kong’s Hang Seng, 1.56%. The MSCI World 
index lost 2.01%, but the MCSI Emerging Market index rose 0.18%. 
                  
COMMODITIES MARKETS  
July was a great month for silver. It rose 8.10%, settling at $20.38 on July 29. 
Platinum futures did even better – they advanced 11.39% in July. Copper and gold 
witnessed more modest gains, respectively rising 1.27% and 1.98%. Gold ended July 
at $1,357.90 an ounce on the COMEX. The U.S. Dollar Index retreated 0.46% for the 
month. 
 
Three marquee energy futures fell more than 10% on the NYMEX in July. Oil closed 
at $41.38 a barrel on July 29, down 14.50% for the month. Unleaded gasoline futures 
dropped 11.57%, while heating oil futures gave back 11.19%. Natural gas lost 2.69% 
in July. Among the major crops, cotton had the best month, up 14.76%. Soybeans 
had the worst month, down 12.26%. In between those contrasts, coffee rose 1.36%, 
while wheat slipped 5.16%; sugar, 5.46%; and corn, 7.88%. 
                          

REAL ESTATE 
After descending in mid-July, home loan rates finished the month almost precisely 
where they had been at the end of June. Freddie Mac’s July 28 Primary Mortgage 
Market Survey showed an average interest rate of just 3.48% on a 30-year fixed-rate 
mortgage (and that had actually dipped to 3.41% in the July 7 survey). Interest on 



both 15-year FRMs and 5/1-year ARMs averaged 2.78%. Looking back to the June 30 
PMMS, the numbers are exactly the same except for a 2.70% average interest rate 
for the 5/1-year ARM. 
 
As for home sales, the latest data was largely positive. The National Association of 
Realtors announced a 1.1% gain in home buying in June (after a revised 1.5% decline 
for May). NAR did note a 0.2% reduction in pending home sales in the year’s sixth 
month. New home buying rose 3.5% for June, partly offsetting the 6.0% slip 
recorded by the Census Bureau a month earlier.  
 
Turning to home values, news came that the S&P/Case-Shiller home price index (20-
city composite version) was up 5.2% year-over-year in May, down from 5.4% in April. 
Building permits and housing starts picked up in June; the Census Bureau announced 
a 1.5% gain for the former and a 4.8% gain for the latter. 
       

LOOKING BACK…LOOKING FORWARD  
Wall Street’s leading tech and small-cap benchmarks had a terrific July. Last month, 
the Nasdaq Composite rose 6.60% to 5,162.13, while the Russell 2000 gained 5.90% 
to 1,219.94. That took their respective 3-month gains to 8.10% and 7.88%. 
 
Where did the Dow and S&P 500 finish at the end of July? The Dow closed the 
month at 18,432.24; and the S&P, at 2,173.60. 
 
The Dow couldn’t quite match the S&P’s 3.60% July gain, but it was still up 2.80% for 
the month. At the close on July 29, its year-over-year gain had improved to 3.87%. 
The S&P wasn’t the only index scaling new peaks in July: the blue chips reached an 
all-time high of 18,595.03 last month. 
 
 

% CHANGE Y-T-D 1-YR CHG 5-YR AVG 10-YR AVG 
DJIA +5.78 +3.84 +10.36 +6.43 

NASDAQ +3.09 +0.99 +17.46 +14.65 
S&P 500 +6.34 +3.08 +13.64 +7.00 

REAL YIELD 7/29 RATE 1 YR AGO 5 YRS AGO 10 YRS AGO 
10 YR TIPS -0.03% 0.52% 0.38% 2.41% 

 

Sources: investing.com, bigcharts.com, treasury.gov – 7/29/16 

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 July rally finally seemed to lose steam at the end of the month. The market had 
to cool off at some point. Are we now at that point? Admittedly, August tends to be 
a poor month for Wall Street. In fact, major selloffs have occurred in four of the past 
six Augusts, and the average August performance of the S&P 500 was -0.65% during 
2006-15. Going into the eight month of the year, stocks were already treading water: 
across the last 11 market days of July, the S&P traded within a range of just 0.92%, 
something that hasn’t happened over the past 45 years. It may be that the bulls just 
need a pause. Alternately, perhaps the balance of earnings season and some nice 
hiring and manufacturing surprises can send stocks yet higher this month, even if the 
gains are tempered by bulls reining in their enthusiasm. 
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Good Retirement Savings Habits Before Age 40 
Some early financial behaviors that may promote a comfortable future. 
 

You know you should start saving for retirement before you turn 40. What can you 
start doing today to make that effort more productive, to improve your chances of 
ending up with more retirement money, rather than less? 



   
Structure your budget with the future in mind. Live within your means and assign a 
portion of what you earn to retirement savings. How much? Well, any percentage is 
better than nothing – but, ideally, you pour 10% or more of what you earn into your 
retirement fund. If that seems excessive, consider this: you are at risk of living 25-
30% of your lifetime with no paycheck except for Social Security. (That is, assuming 
Social Security is still around when you retire.) 
  
Saving and investing 10-15% of what you earn for retirement can really make an 
impact over time. For example, say you set aside $4,000 for retirement in your 
thirtieth year, in an investment account that earns a consistent (albeit hypothetical) 
6% a year. Even if you never made a contribution to that retirement account again, 
that $4,000 would grow to $30,744 by age 65. If you supplant that initial $4,000 with 
monthly contributions of $400, that retirement fund mushrooms to $565,631 at 65.1   
   
Avoid cashing out workplace retirement plan accounts. Learn from the terrible 
retirement saving mistake too many baby boomers and Gen Xers have made. It may 
be tempting to just take the cash when you leave a job, especially when the account 
balance is small. Resist the temptation. One recent study (conducted by behavioral 
finance analytics firm Boston Research Technologies) found that 53% of baby 
boomers who had drained a workplace retirement plan account regretted their 
decision. So did 46% of the Gen Xers who had cashed out.2  
  
Instead, arrange a rollover of that money to an IRA, or to your new employer’s 
retirement plan if that employer allows. That way, the money can stay invested and 
retain the opportunity for growth. If the money loses that opportunity, you will pay 
an opportunity cost when it comes to retirement savings. As an example, say you 
cash out a $5,000 balance in a retirement plan when you are 25. If that $5,000 stays 
invested and yields 5% interest a year, it becomes $35,200 some 40 years later. So 
today’s $5,000 retirement account drawdown could amount to robbing yourself of 
$35,000 (or more) for retirement.3 
    
Save enough to get a match. Some employers will match your retirement 
contributions to some degree. You may have to work at least 2-3 years for an 
employer for this to apply, but the match may be offered to you sooner than that. 
The match is often 50 cents for every dollar the employee puts into the account, up 
to 6% of his or her salary. With the exception of an inheritance, an employer match 
is the closest thing to free money you will ever see as you save for the future. That is 
why you should strive to save at a level to get it, if at all possible.4  
  
Saving enough to get the match in your workplace retirement plan may make your 
overall retirement savings effort a bit easier. Say your goal is to save 10% of your 
income for retirement. If the employer match is 50 cents to the dollar and you direct 
6% of your income into that savings plan, your employer contributes the equivalent 
of 3% of your income. You are almost to that 10% goal right there.4 

    
Think about going Roth. The younger you are the more attractive Roth retirement 
accounts (such as Roth IRAs) may look. The downside of a Roth account? 
Contributions are not tax-deductible. On the other hand, there is plenty of upside. 
You get tax-deferred growth of the invested assets, you may withdraw account 
contributions tax-free, and you get to withdraw account earnings tax-free once you 
are 59½ or older and have owned the account for at least five years. Having a tax-
free retirement fund is pretty nice.4 



  
To have a Roth IRA in 2016, your modified adjusted gross income must be less than 
$132,000 (single taxpayer) or $194,000 (married and filing taxes jointly).4  
    
Set it & forget it. Saving consistently becomes easier when you have an automated 
direct deposit or salary deferral arrangement set up for you. You can gradually 
increase the monthly amount that goes into your accounts with time, as you earn 
more.  
  
Invest for growth. Much wealth has been built through long-term investment in 
equities. Wall Street has good years and bad years, but the good years have 
outnumbered the bad. Early investment in equities may assist your retirement 
savings effort more than any other factor, except time.  
  
Time is of the essence. Start saving and investing for retirement today, and you may 
find yourself way ahead of your peers financially by the time you reach 40 or 50.  
 
Money Habits That May Help You Become Wealthier 
Financially speaking, what do some households do right? 
 
Why do some households tread water financially while others make progress? 
Does it come down to habits?  
   
Sometimes the difference starts there. A household that prioritizes paying itself first 
may end up in much better financial shape in the long run than other households.  
   
Some families see themselves as savers, others as spenders. The spenders may 
enjoy affluence now, but they also may be setting themselves up for financial 
struggles down the road. The savers better position themselves for financial 
emergencies and the creation of wealth.  
   
How does a family build up its savings? Well, money not spent can be money saved. 
That should be obvious, but some households take a long time to grasp this truth. In 
the psychology of spenders, money unspent is money unappreciated. Less spending 
means less fun. 
   
Being a saver does not mean being a miser, however. It simply means dedicating a 
percentage of household income to future goals and needs rather than current 
wants.  
  
You could argue that it is harder than ever for households to save consistently today; 
yet, it happens. As of May, U.S. households were saving 5.3% of their disposal 
personal income, up from 4.8% a year earlier.1      
   
Budgeting is a great habit. What percentage of U.S. households maintains a budget? 
Pollsters really ought to ask that question more often. In 2013, Gallup posed that 
question to Americans and found that the answer was 32%. Only 39% of households 
earning more than $75,000 a year bothered to budget. (Another interesting factoid 
from that survey: just 30% of Americans had a long-run financial plan.)2  
   
So often, budgeting begins in response to a financial crisis. Ideally, budgeting is 
proactive, not reactive. Instead of being about damage control, it can be about 
monthly progress.    



   
Budgeting also includes planning for major purchases. A household that creates a 
plan to buy a big-ticket item may approach that purchase with less ambiguity – and 
less potential for a financial surprise. 
  
Keeping consumer debt low is a good habit. A household that uses credit cards “like 
cash” may find itself living “on margin” – that is, living on the edge of financial 
instability. When people habitually use other people’s money to buy things, they run 
into three problems. One, they start carrying a great deal of revolving consumer 
debt, which may take years to eliminate. Two, they set themselves up to live 
paycheck to paycheck. Three, they hurt their potential to build equity. No one 
chooses to be poor, but living this way is as close to a “choice” as a household can 
make. 
  
Investing for retirement is a good habit. Speaking of equity, automatically 
contributing to employer-sponsored retirement accounts, IRAs, and other options 
that allow you a chance to grow your savings through equity investing are great 
habits to develop. 
  
Smart households invest with diversification. They recognize that directing most of 
their invested assets into one or two investment classes heightens their exposure to 
risk. They invest in such a way that their portfolio includes both conservative and 
opportunistic investment vehicles. 
    
Taxes and fees can eat into investment returns over time, so watchful families study 
what they can do to reduce those negatives and effectively improve portfolio yields.  
      
Long-term planning is a good habit. Many people invest with the goal of making 
money, but they never define what the money they make will be used to 
accomplish. Wise households consult with financial professionals to set long-range 
objectives – they want to accumulate X amount of dollars for retirement, for 
eldercare, for college educations. The very presence of such long-term goals 
reinforces their long-term commitment to saving and investing.  
  
Every household would do well to adopt these money habits. They are vital for 
families that want more control over their money. When money issues threaten to 
control a family, a change in financial behavior is due.   
       

Getting Your Financial Paperwork in Good Order 
Help make things easier for your loved ones when you leave this world. 
 
Who wants to leave this world with their financial affairs in good order? We all do, 
right? None of us wants to leave a collection of financial mysteries for our spouse or 
our children to solve.  
   
What we want and what we do can differ, however. Many heirs spend days, weeks, 
or months searching for a decedent’s financial and legal documents. They may even 
discover a savings bond, a certificate of deposit, or a life insurance policy years after 
their loved one passes.  
   
Certainly, you want to spare your heirs from this predicament. One helpful step is to 
create a “final file.” Maybe it is an actual accordion or manila folder; maybe it is a file 
on a computer desktop; or maybe it is secured within an online vault. The form 



matters less than the function. The function this file will serve is to provide your 
heirs with the documentation and direction they need to help them settle your 
estate.  
      
What should be in your “final file?” Definitely a copy of your will and copies of any 
trust documents. Place a durable power of attorney and a health care proxy in there 
too, as this folder’s contents may need to be accessed before you die.  
   
Copies of insurance policies should go into the “final file” – not only your life 
insurance policy, but home and auto coverage. A list of all the financial accounts in 
your name should be kept in the file – and, to be complete, why not include sample 
account statements with account numbers, or, at least, usernames and passwords, 
so that these accounts can be easily accessed online. 
  
Social Security benefit information should also be compiled. That information will be 
essential for your spouse (and, perhaps, for a former spouse). If you happen to 
receive a pension from a former employer, your heirs need to know the particulars 
about that.  
  
They should also be able to access documentation pertaining to real estate you own. 
If you have a safe deposit box, at least one of your heirs should know where the key 
is – otherwise, your heirs will have to pay a locksmith, directly or indirectly, to open 
it. Along those lines, the combination to a home safe should be disclosed. If you have 
trust issues with some of your heirs, you can only disclose such information to the 
trusted ones or to an attorney.  
   
Contact information should be inside the “final file” as well. Your heirs will need to 
look up the email address or phone number of the financial professionals you have 
consulted, any attorneys you have turned to for estate planning or business advice, 
and any insurance professionals with whom you have maintained relationships. 
  
Other documentation to include: credit card information, vehicle titles, and 
cemetery/burial information. Be sure to include your social media and e-commerce 
passwords for sites like Facebook, Twitter, LinkedIn, Pinterest, Amazon, and eBay. 
Some social media sites may require a copy of your death certificate or obituary 
notice before allowing any other party to access your profile. Furthermore, you may 
also wish to leave a letter or note instructing your heirs on how the world should be 
notified of your death.1 
    
Your heirs will want to supplement your “final file” with contributions of their 
own. Perhaps the most important supplement will be your death certificate. A 
funeral home may tell your heirs that they will need only a few copies. In reality, 
they may need several – or more – if your business or financial situation is 
particularly involved. 
    
A “final file” may save both money & time. If documentation is scant or unavailable, 
settling an estate can be a prolonged affair. As National Academy of Elder Law 
Attorneys president Howard Krooks told Reuters, “It could be six months or longer if 
you don't have the paperwork in order.” In the worst-case scenario, probate 
consumes 5% or more of an estate.2   
  
One other important step may save your heirs money & time. If you add the name 
of an heir to a key bank account, that heir can pay a hospital bill or make a mortgage 



payment on your behalf without undue delay.2     
  
Be sure to tell your heirs about your “final file.” They need to know that you have 
created it; they need to know where it is. It will do no good if you are the only one 
who knows those things when you die. 
         
You can compile your “final file” gradually. The next account statement, income 
payment, or real estate or insurance newsletter than comes into your inbox or 
mailbox can be your cue to tackle and scratch off that particular item from the “final 
file” to-do list. Yes, it takes work to create a “final file” – but you could argue that it 
is necessary work, and your heirs will thank you for your effort. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Please feel free to forward this article to family, friends or colleagues.  
If you would like us to add them to our distribution list, please reply with their address. 

We will contact them first and request their permission to add them to our list. 
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