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February 16th, 2018  

Weekly Market Update 
 

Was that it? Is the correction over? A good question to ask following one of the best weeks for global 

financial markets in roughly five years. In what is so far a classic "V-shaped" bounce off a key technical 

level, the S&P 500 Index rose over 4% during the week while other global benchmarks also saw nice gains, 

recovering more than half of the losses seen over the previous two weeks. What was the catalyst? Bargain 

hunting perhaps? It certainly wasn’t because of tame inflation data. In fact, U.S. consumer prices had their 

fastest monthly increase in over 10 years in January, largely because of a sharp rise in apparel prices, which 

is something seen as transitory and unlikely to be the beginning of a lasting trend. This may explain why 

market participants looked past the relatively high consumer price index (CPI) reading and pushed equity 

prices higher on the week. Other inflation data out during the week, however, pointed to a pickup in inflation, 

suggesting to us the Fed would be justified in lifting its target interest rate some more this year. We think 

three rate hikes are highly likely and would not be surprised to see four, or one per quarter. Markets do not 

appear convinced that four rate hikes will occur as the market-implied probability of four rate hikes by 

December stood at 21% late in the week. This suggests to us that anxiety over higher interest rates will 

likely remain a source of volatility in 2018. 

Yields moved higher during the week. We saw the 10-year U.S. Treasury yield rise to 2.91% through 

Wednesday, its highest level since January 2014, before slipping a little into Friday. Other economic data 

out during the week suggested that growth remains relatively robust. Preliminary consumer sentiment 

readings for February rebounded to a 13-year high, suggesting consumers are still in an upbeat mood. 

Earnings news was also positive as the fourth quarter 2017 earnings season began to wind down. Next 

week's President's Day holiday means a shortened-trading week with little in the way of economic releases. 

With the earnings season just about over, market participants may have little news to trade on next week. 

The recent rebound in stock prices has unfolded nearly as fast as the downturn did. But we may not be 

out of the woods just yet. We would not be surprised to see more market weakness over the near term, nor 

would a retest of the recent lows surprise us. Anxiety over accelerating inflation and rising interest rates is 

unlikely to subside very quickly. 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. Our indicators continue to point to a low risk of recession in the 

next 12 months and the latest correction combined with the improving earnings picture makes 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 

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. 
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• 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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