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GDP Growth:  

The U.S. economy is in a pattern of slow 
but steady growth since coming out of the 
2008 - 2009 recession.  Looking back at 
the years 2010 - 2015 the U.S. economy 
has grown at an average pace of 2.23% 
per year.  The economy grew 1.1% during 
the first quarter of 2016 (latest data 
available), continuing its pattern of weaker 
first quarter growth.  The latest  Federal 
Reserve Board projection is for GDP to 
grow in the 1.8% - 2.2% range for 2016. [1] 

 

 

 

 

Employment:  

The employment numbers, while slowing down, remain steady.  During the first six months of 2016 the 
economy added an average of 171,500 jobs per month.  While down from an average of 204,000 per month 
over the past five years, it still represents over 1 million more persons working at the end of June than at the 
start of the year.  The official unemployment rate has dropped from 10.1% in October, 2009 to 4.9% as of 
June, 2016.  The initial weekly claims for unemployment insurance continue to drop from a high over 
650,000 per week in 2009 to an average of 270,000 per week for the first half of 2016.  
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We continue to monitor the 

percentage of people age 16 and 

over that are counted in the labor 

force as well as the percentage of 

them that are actually employed.  

The chart shows that the 

percentages continue to be below 

historical averages (due to aging 

population, one income 

households, etc.).  While a fewer 

percentage of people are seeking 

employment the gap between 

those seeking employment and 

those actually employed has 

continued to shrink as the 

unemployment rate has decreased. 

Manufacturing:  

The manufacturing Purchasing Mangers Index (PMI) 

had been slowing, dipping below the magic 50 

threshold for the four months of November, 2015 - 

February, 2016 before rebounding to its highest level in 

the past twelve months as of June, 2016.  The PMI is a 

forward looking indicator and a reading above 50 

signifies expansion in the manufacturing sector and is a 

closely watched indicator for the manufacturing 

industry.   

 

Plant capacity utilization readings have remained 

around 75% in 2016.  
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Inventories, as a percentage of sales, 

have remained fairly constant which is a 

sign that producers and sellers are in line 

with buyers.  
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Residential Home Market:  

New Residential housing starts have 

averaged 1,157,000 on an annualized 

basis for the first half of 2016. This is up 

from an annual average of 1,107,000 in 

2015, 1,000,000 in 2014, 930,000 in 

2013, 784,000 in 2012 and 612,000 in 

2011. Multi-family residential units 

continue to account for about one-third 

of all new residential housing starts. 

 

Sales of existing homes have 

averaged 5.4 million homes on an 

annualized rate for the first half of 

2016. This is up from an annualized 

rate of 5.2 million in 2015 and 5.1 

million in 2014. 

 

 

 

 

Home values continue to increase 

at a modest pace. Values have 

increased 2% during the first four 

months of 2016 (latest data 

available). As of the end of April, 

home values were still 11% below 

their 2006 highs. 

 

 

 

30 year mortgage rates have 

remained below 4% and 

continue to be a tailwind to the 

housing market.  
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The Consumer:  

The consumer represents 

approximately 70% of the 

U.S. economy. While the 

retail sector remains weak, 

the past few months may 

indicate shoppers are buying 

again as year over year 

(YOY) data has turned up.  

 

 

Consumer confidence, as measured 

by the University of Michigan 

Consumer Sentiment Survey, has 

been at or above 89 during the first 

half of the year. This result is 

consistent with readings over the 

past couple of years. We attribute 

the index reading to be a reflection 

of a steady but not robust economic 

and employment picture in the 

minds of the masses.  

 

 

Sales of new cars and trucks 

continue to be a bright spot as 

seasonally adjusted annual rates 

have remained around 17 million 

vehicles. 

 

 

    

  

Consumers continue to take on more credit. (Not 

necessarily a ñgoodò thing).  Consumers borrow 

when they believe their jobs and the ability to pay 

back debt are secure.  
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Personal savings as a percentage 

of disposable personal income 

(DPI) continues to hold between 

5% and 6%. 

 

 

 

 

Prices:  

Inflation, as measured by the Consumer Price Index 

(CPI), has remained in check during the first half of the 

year.  Headline CPI, which includes all items, has 

remained about 1% while Core CPI, which excludes 

food and energy, has remained around 2%.   

 

 

The price of a barrel of oil started the year at $37, fell as 

low as $27 in February before rallying up to $50 during 

June.  

 

 

 

 

Wages, which normally rise as 

unemployment decreases, have only 

increased 2% on a year over year 

basis.  
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Interest Rates:  

The 10 year Treasury rate 

dropped below 2% in 

February and has remained 

there which is extremely low 

on an historical comparison 

basis.  The Federal Funds 

rate continues to remain at 

0.5% as the Federal 

Reserve maintains its 

accommodative monetary 

policy.  These low interest 

rates benefit borrowers at 

the expense of savers. 

The Markets:  

Markets, in general, performed well during the first half of the year. 

 

 

Corporate earnings for the 

companies in the S&P 500 

(US Large Cap Stock Market) 

have been decreasing for the 

past six quarters, after 

peaking in September, 2014. 

(1st Q 2016 latest data 

available).  
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This drop in earnings has caused an increase in 

valuations, as measured by the PE (Price to 

Earnings) ratio.  The ability to get corporate 

earnings growing again is a key to further growth 

in the U.S. stock market.  The current PE ratio of 

20.9 exceeds both the 25 year average of 19.2 

and the 10 year average of 17.0. 

 

 

The S&P never really gained any 

traction during the first half of the year.  

On a price only basis (excluding 

dividends) the index fell at the start of 

the year and remained under water 

until April.  It stayed positive until the 

U.K. voted to withdraw from the 

European Union on June 23 before 

rallying the last few days of June to 

end the period up 2.69%. 

 

I continue to be impressed that the markets are resilient, withstanding decreasing corporate earnings, 

uncertainty with the future of the European Union, the increase in the number and severity of radical terrorist 

attacks, and uncertainties surrounding monetary policies and interest rates.  Resiliency is a positive sign in 

the face of uncertainty. 

Conclusion:  

As I said a year ago, we remain cautiously optimistic that there is more room for the bull market to run.  I 

continue to believe that the run will end with ñan eventò not by ñrunning out of steam.ò  What the future event 

will be and when it will happen is unknown.  From the macro view the economy and the markets are moving 

forward, although at a slow pace.  I continue to believe the conditions are favorable for a continuation of the 

slow to moderate growth.  

At JVL Associates, LLC we study, analyze and evaluate the various investment options. We formulate a plan 

that is expected to withstand the ups and downs of the ñnewsò of the day. Our goal is to plan for the future - 

not try to predict the future. We utilize our strengths to assist clients in meeting their goals and objectives for 

their assets. 

We appreciate the trust our clients place in us and strive to help them in all of their financial matters. If you 

know of someone who could benefit from our services please let us know. You can learn more about us and 

review all of our past newsletters on our website at  www.jvlassociates.com. We look forward to the rest of the 

year! 

      By: Jerry VanderLugt CPA, CFP®, CVA 
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