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January 12th, 2018  

Weekly Market Update 
 

The year has started off hot with the S&P 500 already up 3.2% in 2018. This week the S&P 500 Index 
rose 1.6%, the Dow Jones Industrial Average gained 2.0%, the Nasdaq Composite added 1.7%, and the 
Russell 2000 Index of small-cap stocks finished 2.1% higher. Meanwhile, a proxy for developed international 
markets, the iShares MSCI EAFE exchange-traded fund, finished the week 1.6% higher. A proxy for 
emerging markets, the iShares MSCI Emerging Markets exchange-traded fund, gained 0.8% on the week.  

The yield on the 10-year U.S. Treasury rose 7 basis points to 2.55% while the 2-year U.S. Treasury yield 
was up 4 basis points to 2.00%. Oil prices rose 4.6% while gold added 1.5%. The S&P GSCI, which 
measures the returns on a basket of commodities, was up 2.1%. Crude oil inventories fell by 4.95 million 
barrels versus the 3.9 million decline that was forecast. This was the 8th week in a row we have had a 
larger-than-expected drawdown in crude oil inventories.  

Early in the week, news broke on Bloomberg that the Chinese government was going to slow or stop its 
purchases of U.S. government debt. After the story broke, the 10-year U.S. Treasury yield jumped to a 10-
month high, to 2.59%, before retreating some to close the week out. U.S. Treasury debt is generally 
attractive to foreign countries who need to park their reserves because U.S. Treasuries are perceived to 
have no default risk. China is the largest shareholder of U.S. debt, holding nearly 20% of it at $1.2 trillion. 
The notion that purchasing from the largest bond holder could decrease, likely means lower demand for U.S. 
debt and potentially higher yields as a result. Chinese policy makers later debunked the report, easing 
market jitters. Meanwhile, the European Central Bank (ECB) released the minutes from its latest policy 
meeting, which suggested the ECB could further slow its bond purchases this year given the strong 
economic data of late. The slightly more hawkish tone sent yields in the region,  and the euro, higher as the 
move towards less policy accommodation may pick up pace. 

In economic news, there were some mixed readings throughout the week, but overall, the data 
continued to support the notion that the U.S. economy is in good shape. Consumer credit (borrowing) grew 
at its fastest rate in 16 years (8.8% annualized growth) rising $28 billion in December versus the expected 
$19 billion rise. This was largely due to credit card debt rising sharply. With consumer borrowing increasing 
handily throughout the holiday season, consumers seem more comfortable taking on debt. This is usually a 
sign of increasing consumer confidence. Retail sales also came in strong, rising 0.4% month over month in 
December. After hitting an all-time high in November, we saw small business optimism fall 2.6 points to 
104.9 in December versus the rise to 108.4 that was expected. This decline was largely a result of small 
businesses struggling to find qualified candidates. Inflation data released during the week painted a mixed 
picture but likely did little to sway the Fed from changing its gradual pace of interest-rate hikes.   

While we remain concerned about elevated valuations across asset classes and recognize the potential 
for a near-term pullback in equity prices, the economic and fundamental environment remains favorable for 
greater exposure to risk assets in our view. As a result, we continue to favor stocks over bonds and have a 
tilt towards international equities in our dynamic positioning. We think this is consistent with our 
macroeconomic outlook and assessment of the overall environment. 
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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, in 
any way we can. 

Disclosures: 

• Kummer Financial Strategies, LLC is an SEC 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. 
• Performance, economic, and market statistics were provided by Yahoo Finance and Ned Davis Research. 
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