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February 17th, 2017  
 

Weekly Market Update 
 

Some stronger economic data kept market participants in a buying mood as most major U.S. 

indices hit all-time highs this week. The S&P 500 Index rose 1.5%, the Dow Jones Industrial Average 

added 1.75%, the Nasdaq Composite finished 1.8% higher and the Russell 2000 Index of small-cap 

stocks advanced 0.8%. Outside of the U.S., a proxy for developed international markets, the iShares 

MSCI EAFE exchange-traded fund finished the week up 0.6% while a proxy for emerging markets, the 

iShares MSCI Emerging Markets exchange-traded fund, rose 0.5% on the week.  

The yield on the 10-year U.S. Treasury fell 5 basis points to 2.42% while the 2-year U.S. Treasury 

yield was unchanged at 1.19%. Oil prices finished a volatile week lower at $53.36 with gold gaining 

0.8%. The S&P GSCI, which measures the returns on a basket of commodities, fell 1.45%.  

Markets began the week on a positive note continuing the bull run from last week. The S&P 500 

continued to reach new highs 5 days in a row, the longest streak since 1992, before closing at an all-

time high on Friday. Earnings news was relatively upbeat during the week and was coupled with 

positive economic data out of the U.S. Wednesday, the Consumer Price Index reading for January 

showed that U.S. inflation surged higher, which was the largest increase we have seen in four years. 

This was followed on Thursday by a softer read on housing starts. Despite this permits were quite 

healthy and the overall uptrend for both remained intact. The week was also highlighted by Janet Yellen 

giving her semiannual testimony before Congress. Among other things, Janet Yellen spoke most about 

the potential for the U.S. economy to run hot and the Federal Reserve possibly needing to raise rates 

sooner. She surprised many by having a hawkish tone, when compared to previous comments, 

expressing concern over waiting too long between rate hikes. This type of commentary out of the 

Federal Reserve Chair coupled with strong economic data, stronger inflation readings and a surging 

equity market suggest to us the Fed could move at its next meeting in March. Next week, earnings 

begin to wind down and it is a relatively light week for economic reports, which include some more 

housing data, minutes from the Fed’s last policy meeting and consumer sentiment numbers. 

For financial markets, this past week was more about the Federal Reserve and stronger-than-

expected economic data than buzz about Trump governance, though there still was ample news on that 

subject for markets to digest. Major U.S. indices remain near all-time highs and the rally is looking a 

little fatigued in our view. Nevertheless, recent economic data has been positive, providing more 

evidence that economic activity picked up at the start of the year. Couple this with the surge in inflation 

readings last month, and the odds of a rate increase much higher. Fundamentally, we think the U.S. 

and global economies are in good shape while the earnings picture continues to improve. Our 

indicators continue to point to a low risk of a recession unfolding over the near term and that the 

environment for equities and other risk assets remains favorable. Elevated sentiment readings and 

valuations are a concern to us and could make the market vulnerable to a near-term pullback. Volatility 
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has been unusually low as well. We expect to see it pick up in the months ahead. Trump and the 

upcoming European elections represent key risks to markets in our view given the potential for greater 

political and economic uncertainty. Nevertheless, we continue to favor equities over bonds and prefer 

credit risk over interest rate risk. As always, we continue to look for opportunities to shift our dynamic 

weightings as the environment dictates.  

Regardless of the market’s near-term direction, it is important to remember that setting the 

appropriate strategic asset allocation for your circumstances and risk preferences are important steps 

to executing your financial plan. If you would like to discuss your asset allocation, time horizon, or risk 

tolerance please contact us at 303-470-1209 and we would be happy to address your concerns. We 

are here to assist you, your friends, family or in any way we can.  

Disclosures: 

• Kummer Financial Strategies, Inc. is an independently registered investment advisor. 

• Investors should be aware of risk when investing, including potential loss of principal. 

• Past performance is not a guarantee of future results.  Rebalancing, asset allocation or 

alternative strategies may or may not produce positive results. Thank you. 

 
1  Performance, economic, and market statistics were provided by Yahoo Finance and Ned Davis Research. 


