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November 17th, 2017  
 

Weekly Market Update 
 

For the second consecutive week, markets were mostly lower in the U.S. as tax reform dominated 
sentiment. The S&P 500 Index finished the week 0.1% lower and the Dow Jones Industrial Average lost 
0.3%. The Nasdaq Composite rose 0.5% and the Russell 2000 Index of small-cap stocks rebounded 1.2%. 
Outside of the U.S., a proxy for developed international markets, the iShares MSCI EAFE exchange-traded 
fund finished the week 0.5% lower while a proxy for emerging markets, the iShares MSCI Emerging Markets 
exchange-traded fund, added 1.1% on the week.  

The yield on the 10-year U.S. Treasury fell basis 5 points to 2.35% while the 2-year U.S. Treasury yield 
gained 7 basis points to 1.73%. Oil prices retreated slightly, losing 0.1%. Gold added 1.5% and the S&P 
GSCI, which measures the returns on a basket of commodities, was down 0.8%.   

Markets got off to a quiet start this past week, inching higher on Monday before coming under pressure 
Tuesday into Wednesday as energy prices sold off. Concerns that the current supply glut in oil could persist 
amid the potential for lower energy demand prompted a reversal in what had been a strong runup in oil 
prices. Energy stocks led the declines on Tuesday and Wednesday. Retailers dominated the earnings news 
this week with mixed results. Thursday saw a few positive news items help stocks recover from midweek 
weakness. Some large retailers posted solid earnings results for the third quarter, beating expectations 
easily. Meanwhile, the House passed its tax reform bill. Stocks had their best daily gain since September on 
Thursday, but the buying paused again on Friday amid concerns over tax reform as focus turns to the 
Senate. 

A busy economic calendar this week showed a rebound in housing data and a modest increase in 
inflationary pressures. Regional manufacturing data slowed, but remained at levels suggesting a healthy 
manufacturing sector. Housing starts for October rebounded more than expected, hitting its highest level in a 
year. Inflation at the production level was a little higher than expected in October, suggesting inflation could 
be accelerating. At the consumer level, prices rose modestly with the core rate, which excludes energy and 
food prices, up 1.8% from a year ago. This is moving ever closer to the Fed's target level. We expect 
inflation to pick up some in the coming months, but to remain under control. Retail sales growth for October 
came in better than expected, pointing to a healthy consumer. Small business optimism fell a little, but 
remained near its highest level in over a decade. Notably, small businesses are having trouble finding 
qualified applicants. This represents more evidence of how tight the U.S. labor market is. Next week, we get 
more data on the housing market in the form of existing home sales. Durable goods orders are due as is the 
final consumer sentiment reading from the University of Michigan. The Federal Reserve also releases the 
minutes from its November meeting. 

Equity markets are beginning to show a little fatigue as the earnings season winds down. Elevated 
valuations, uncertainty regarding tax reform and less monetary policy accommodation from global central 
banks are a few key themes leaving market participants somewhat cautious. Adding to the guarded tone is 
the abnormally low volatility and the fact that we have not seen a meaningful market correction in over a 
year. Meanwhile, the fundamental backdrop remains positive, which is why markets continue to hover near 
recent highs. Earnings reports over the latest quarter topped expectations and growth was around 7%, down 
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from the low double-digit pace earlier in the year. Furthermore, the global economy is in good shape at the 
moment and we continue to see evidence that growth could pick up over the near term. Our indicators 
continue to suggest a relatively low probability of a recession unfolding over the next several months. 
Barring in geopolitical or unforeseen shock, we believe the positive economic momentum is likely to 
continue and that any near-term pullback in equities would likely be short lived. 

We think some of the key near-term risks include a faster pace of rate hikes from the Federal Reserve 
than the market currently expects, disappointing earnings growth over the next few quarters and a lack of 
meaningful corporate tax reform. 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. 

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. 


