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October 6th, 2017  
 

Weekly Market Update 
 

U.S. stocks posted modest gains this week as investors gear up for third quarter earnings season. The 

S&P 500 Index finished the week up 1.2%, the Dow Jones Industrial Average rose 1.7%, the Nasdaq 

Composite added 1.5% and the Russell 2000 Index of small-cap stocks finished 1.3% higher. Outside of the 

U.S., a proxy for developed international markets, the iShares MSCI EAFE exchange-traded fund finished 

the week 0.1% lower while a proxy for emerging markets, the iShares MSCI Emerging Markets exchange-

traded fund, rebounded 1.8% on the week.  

The yield on the 10-year U.S. Treasury rose 3 basis point to 2.37% while the 2-year U.S. Treasury yield 

rose 2 basis points to 1.51%. Oil prices fell 4.4%, most of which occurred on Friday following an unexpected 

rise in rig counts. Gold fell 0.4% and the S&P GSCI, which measures the returns on a basket of 

commodities, declined 1.9%.  

Most global equity markets opened the week higher despite some political unrest resurfacing in Europe. 

Spain's Catalonia region had an independence referendum on Sunday and while a majority of Catalans 

voted to secede from Spain, the vote was marred by the Spanish government's intervention and opponents 

of the referendum boycotting the vote. Spain's government declared the vote illegal while Catalan officials 

indicated they would take steps to honor the outcome. The events in Spain helped push Spanish stocks 

decidedly lower on the week, but had little impact on the rest of Europe. As the week came to a close, it was 

unclear how the impasse would play out. U.S. markets continued to make new highs for much of the week 

with the S&P 500 Index tying its longest run of record closes since 1997. A surge in auto sales and other 

economic data provided a positive backdrop for equity prices Tuesday into Thursday. Specifically, the pace 

of auto sales rose in September to its highest level since July 2005, likely benefiting from consumers 

replacing vehicles damaged by recent hurricanes. On Thursday, the House passed the 2018 budget 

resolution, inching tax reform a step closer. The Senate still has to pass its own budget resolution and a 

conference is needed to merge the two bills. It is not likely to come to the floor of the Senate for two weeks. 

Friday's weak U.S. employment report and weakness in oil prices dampened the bullish mood with U.S. 

markets edging lower.  

In economic news, ISM's manufacturing and services sector indexes hit their highest levels in over a 

decade in September, suggesting an acceleration in economic activity as the third quarter came to an end. 

Pricing pressures also rose according to both surveys. The strong readings point to above-trend economic 

growth if history is any indication. Factory orders rebounded more than expected in August, evidence that 

capex spending is showing signs of life. On somewhat of a negative note, U.S. nonfarm payrolls fell for the 

first time since 2010. The Labor Department said that Hurricanes Harvey and Irma likely played a large role 

in the relatively weak numbers. Economists had forecasted a modest rise compared to the trend seen in 

recent months due to the hurricanes. It is likely we will see more distortions in economic data over the next 

few months as a result of the hurricanes. Meanwhile, the unemployment rate fell to 4.2%, a 16-year low, 

while average hourly earnings rose more than expected. Next week's economic releases include wholesale 

and retail inflation data, retail sales figures and preliminary consumer sentiment readings for October from 
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the University of Michigan. The third quarter earnings season begins as well with a number of large financial 

institutions scheduled to report mid-week.  

The fundamental backdrop remains quite healthy in our view and we continue to see a low risk of a 

recession unfolding over the next several months. Market sentiment is elevated, but cautiousness is 

prevalent as high valuations remain a primary concern across most asset classes. Equity markets appear 

vulnerable to a near-term correction, but we believe any pullback is unlikely to be severe or long lasting. At a 

minimum, we see higher volatility as likely.  

Low interest rates make bonds less appealing to us while equity valuations remain stretched. Despite 

above long-term average equity valuations, we think the environment for equities remains favorable. In 

addition, our fundamental and technical indicators have not yet suggested to us that we are near a turning 

point in the risk environment. However, with U.S. valuations already stretched and with U.S. interest rates 

likely to head higher, further gains in U.S. equity markets could be more difficult to achieve and would likely 

need be driven by accelerating economic and earnings growth. Meaningful corporate tax reform could help 

boost the earnings outlook and alleviate what we see as a rising potential for disappointment. Nevertheless, 

we continue to favor stocks over bonds and have a tilt towards international equities and corporate credit in 

our dynamic positioning. We think this is consistent with our macroeconomic outlook and assessment of the 

overall environment. 

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.   

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


