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Market Outlook is Negative 
        

As of January 19, 2016 

  
 Our longer-term (months to years) market 
outlook for U.S. stocks has changed from positive to 
negative.  We finished up 2015 with the worst year for 
U.S. stocks since 2008.  The bad ending for 2015 has 
carried over to a poor beginning for 2016.  The first 
two weeks of 2016 were the worst New Year start for 
stocks in history.  The loss of U.S. stock market 
values has exceeded $2 Trillion in the initial two 
weeks of the year.   

 
In his State of the Union address this past 

week President Obama stated, “Anybody who tells 
you the economy is in decline is peddling fiction.”  In 
support of his argument that the economy is doing 
well he stated that the unemployment rate has been 
cut in half.  What he failed to mention is that the U-6 
unemployment rate at 9.9% is almost double the 
official unemployment rate (the U-3 rate) at 5.0%.  
The U-6 unemployment rate includes the unemployed 
plus marginally attached workers (discouraged 
workers who have given up hope of ever finding a job 
are not counted in the official unemployment rate) and 
part-time workers that want full time, but can’t get it.  
The U-6 rate at 9.9% is sometimes referred to as the 
true unemployment rate.     

 
It should be also noted that the labor force 

participation rate is at its lowest level in 38 years, that 
the middle class have had no improvement in real 
wages for over a decade, that home ownership is 
falling, that poverty levels remain high, and food 
stamp participation has risen massively, as has the 
federal deficit which now exceeds $18.7 Trillion 
(source, Bureau of Economic Analysis, Bureau of 
Labor Statistics, Fox News, and Pew Research 
Center).   More debt has accumulated under 
President Obama’s tenure than under all previous 

U.S. presidents combined.  Under Obama, the United 
States lost its triple (AAA) credit rating.  We have had 
the weakest economic recovery on record despite 
artificially prolonged low interest rates, record 
quantitative easing and massive accommodation and 
intervention by the U.S. government and the Federal 
Reserve. 
 
 Our longer-term outlook (months to years) for 
U.S. stocks has turned negative.  Unfortunately, given 
the recent deterioration in stock values and other 
stock market data we recommend that you reduce 
exposure to U.S. stocks as a risk reduction and 
capital preservation measure.    
 
 If our negative outlook for U.S. stocks proves 
correct, then any reduction to U.S. stock holdings is 
likely to prove beneficial to your investment portfolio.  
If our negative call on U.S. stocks turns out to be 
incorrect, then you would generally be better off if you 
did not reduce U.S. exposure.   
 
 We think it is better to err on the side of 
caution and take steps to protect your investment 
capital against the risk of further declines in the stock 
market.  When our review and analysis of investment 
data tells us that the risks of further stock market 
declines has subsided or moderated, then we will 
reestablish a positive outlook for U.S. stocks.  
 
 A declining stock market is thought to be a 
leading indicator of a future economic recession and 
analysis of stock market data over different periods 
leading up to recessions tends to confirm this line of 
thought.  While the risk of a recession has increased, 
we believe this risk is still relatively low.  We do not 
forecast a recession in 2016. 
 

Our longer-term outlook continues to remain 
favorable for the following asset category:   
 

 Bonds/Fixed Income.    
 
Please remember that no market outlook or 

indicator is foolproof or guaranteed to accurately 
forecast future market conditions.  Observed historical 
trends are not guaranteed to occur in each and every 
year nor in any given year or time period.  
 

For 2016 year-to-date the Dow Jones 
Industrial Average is negative -8.25%, the S&P 500 
Index is negative -8.00%, and the NASDAQ is 



negative -10.36% as of January 18, 2016, dividends 
not included (source money.cnn.com).   Please note 
that the Dow, S&P 500, and NASDAQ are all equity 
indexes.   
 

Most diversified investment portfolios are not 
invested 100% in equities.   Also, while it is possible 
to invest in various equity index funds, it is not 
possible to invest directly in the indexes themselves.  

 
Our market snapshot (taken daily) is as 

follows: 
 
-- U.S. Equities   Negative outlook for past 4 days 
-- International Equities Negative outlook for past 67 days 
-- Resources & Materials Negative outlook for past 179 days 
-- Real Estate  Negative outlook for past 137 days 
-- Bonds/Fixed Income Positive outlook for past 690 days  

 
 Currently, the top 3 performing sectors (based 
upon our assessment and ranking methodology) are: 
 

 Utilities 
 Cash (1-3 month T-Bills) 
 Consumer Non-Cyclical   

 
The worst performing sectors are Mid Cap Value, Mid 
Cap Blend, and Small Cap Blend.    

 
Right now, while some economic and 

business signs we review are positive, the recent 
negative volatility of the stock market has us 
concerned.  Our outlook on certain broad asset 
categories has been in transition over the last several 
months.  We changed our longer-term outlook on 
Resources and Materials from bullish to bearish.   We 
changed our longer-term outlook on Real Estate from 
bullish to bearish.  And, we changed our longer-term 
outlook on International from bullish to bearish.  The 
publication of this hot release alert announces that we 
have changed our longer-term outlook on U.S. 
equities from bullish to bearish.  

 

Since September 30, 2015 we have 
recommended building positions in cash and cash 
alternatives because our short to intermediate outlook 
(weeks to months) for U.S. equities was neutral or 
negative.  In hindsight this has been a good call given 
the subsequent declines in U.S. equities.   

 
Now that our longer-term outlook for U.S. 

equities (months to years) has turned negative we 
recommend taking active steps to reduce exposure to 
U.S. equities.  The objective in reducing exposure to 
U.S. equities is to reduce risk and preserve 
investment capital.  Call our office if you need further 
help or guidance regarding your investment portfolio. 
 
        
 

It is our mission to provide high quality professional 
and objective financial counsel in the areas of 
investment management, estate and personal 
financial planning designed to help our clients 
improve their financial condition and achieve long-
term financial goals. 
  
Sincerely, 
 
George M Hiller Companies, LLC Investment Team 
 
 
 
 
 
 
 
 
              More Resources on our Website 

                     
                      www.georgehiller.com

 

George M. Hiller Companies, LLC - Financial Newsletter is published periodically by George M. Hiller 
Address: 1110 Monarch Plaza, 3414 Peachtree Rd. NE, Atlanta, Georgia 30326 

Phone: 1-800-359-0222 or 404-365-0222  Email: ghiller@georgehiller.com  Web Site: www.GeorgeHiller.com 
Please call or email if you have any questions regarding your receipt of this newsletter. 

Comments and inquiries are appreciated. 
  

The information provided herein represents the opinion of George M. Hiller, and is not intended to be a forecast of future events, or a guarantee of future results.   
This report is for educational and informational purposes only, is not an offer to buy or sell any specific security, and is not intended to provide specific investment advice 
because it does not take into account the differing needs of the individual clients.  Clients seeking investment advice specific to their financial profiles and goals should 
contact George M. Hiller Companies, LLC directly.  Information contained in the newsletter is gathered from generally reliable resources, but no representation is made 

by George M. Hiller Companies, LLC as to its completeness or accuracy.  Articles are not to be construed as individual guidance or investment advice, specific 
investment recommendations or particular tax or financial counsel.  Any investment performance figures or investment returns cited in an article do not reflect the 

investment performance of the firm or any of its clients, and do not account for investment advisory fees, securities transaction charges, taxes or other fees and expenses 
that might be incurred.  This newsletter is not a complete analysis of every material fact concerning any company, industry or security.  George M. Hiller Companies, LLC 

assumes that it will be read in conjunction with any other available reports and data.  Opinions expressed herein are subject to change without notice.  Investors are 
advised to consult with their own individual advisers on their specific situation before taking any action on the basis of any information contained in this newsletter.   

A copy of our firm's disclosure document known as Part 2A & 2B Supplement Form ADV, contains information about our firm's financial services & fees, and is available 
on our web site or upon request. 

  
Editor: George M. Hiller, © Copyright 2016 George M. Hiller Companies, LLC. All rights reserved 

 


