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February 23rd, 2018  

Weekly Market Update 
 

Anxiety over interest rates continues to drive sentiment for risk assets. U.S equity markets finished the 

up-and-down week slightly higher, while non-U.S. markets finished flat to slightly lower. U.S. markets saw 

some large intraday price swings mid-week amid modest movements in long-term U.S. Treasury yields. The 

10-year Treasury yield rising to a 4-year high intraday Wednesday helped to turn solid gains into modest 

losses late in the day. Thursday into Friday saw U.S. markets move mostly higher following a slight retreat in 

long-term interest rates. There was not a lot of economic data for market participants to digest, but the data 

that came out revealed continued strength in the U.S. economy.  

The highlight of the week was the minutes from the Federal Reserve's January policy meeting. 

According to the minutes, Fed officials expressed confidence in the economy and that they see further 

strength in the labor market with both likely to exceed their current estimates. They also suggested that the 

stronger near-term outlook would likely warrant "further gradual policy firming." This was somewhat hawkish. 

Market-priced odds of four rate hikes rose to their highest levels to date following the release of the minutes. 

They remain relatively low at 22%, however, suggesting to us market participants remain somewhat 

skeptical. The Fed's own forecast suggests three rate hikes. We think four rate hikes is more likely with the 

next one likely coming at the Fed's meeting in March, 2018.  

Next week's economic calendar is filled with key releases, including the Fed's preferred inflation gauge 

and the second estimate of U.S. economic growth during the fourth quarter, to name a few. More housing 

market data is also due. This past week's release of existing home sales showed that the very low levels of 

homes available for sale continue to impact sales activity negatively. Lastly, the new Fed Chairman, Jerome 

Powell, will give the Fed's annual monetary policy testimony before Congress next week. His testimony may 

shed some more light on how aggressive the Fed's policy stance is at this time. 

Inflation remains a key worry for market participants as it may mean a faster pace of interest rate hikes 

by the Federal Reserve and thus potentially higher interest rates for businesses and consumers to digest. 

This could put pressure on the U.S. economy, which many still view as somewhat fragile. Our indicators 

continue to point to a low risk of a recession unfolding in the U.S. this year. With economic momentum 

picking up, we think the economy can absorb higher interest rates, which we think will remain low relative to 

long-term averages.  

We would not be surprised to see more market weakness over the near term, nor would a retest of the 

recent lows surprise us. At a minimum, we continue to expect equity markets to exhibit higher and more 

normal levels of volatility this year. Nevertheless, we believe the fundamentals remain strong and represent 

a healthy backdrop for risk assets. The improving earnings picture and the recent downturn has made 

valuations across equity markets more appealing to us than they were late last month. As a result, our 

dynamic positioning remains unchanged with a tilt towards equities. We will continue to monitor our 

economic indicators for signs that the fundamentals may be changing. 

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 

http://www.kummerfinancial.com/


 

Patricia Kummer, CFP®Certified Financial Planner™8871 Ridgeline Boulevard, Suite 100Highlands Ranch, Colorado 80129 

TEL 303-470-1209 FAX 303-470-0621 1-877-767-0763 www.kummerfinancial.com 

Advisory services offered through Kummer Financial Strategies, LLC, a SEC registered investment advisor. 

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. 

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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