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Weekly Market Update 
The S&P 500 Index gained 1.4%, the Dow Jones Industrial Average added 1.1%, the Nasdaq 

Composite rose 2.6% and the Russell 2000 Index of small-cap stocks finished up 1.0%. Outside of the U.S., 
a proxy for developed international markets, the iShares MSCI EAFE exchange-traded fund finished the 
week 2.1% higher while a proxy for emerging markets, the iShares MSCI Emerging Markets exchange-
traded fund, gained 5.5% on the week.  

The yield on the 10-year U.S. Treasury fell 7 basis point to 2.32% while the 2-year U.S. Treasury yield 
fell 5 basis points to 1.35%. Oil prices gained ground during the week, rising 4.9%. Meanwhile, gold was up 
1.3% and the S&P GSCI, which measures the returns on a basket of commodities, rose 2.1%.  

On Monday, we came into the week off of a strong June unemployment number last Friday, continuing 
to see stocks finish higher as gold fell for the third consecutive day. Wednesday Federal Reserve Chair, 
Janet Yellen, started her two-day semi-annual monetary policy report in front of congress. The mid-week 
report garnered attention and helped lead the equity markets higher. By Wednesday's close, we saw the 
Nasdaq rise for the fourth straight day and the Dow close at a record high. As the week came to a close, 
there was further strength in the equity markets largely led by financial sector strength with earnings reports 
from JP Morgan Chase, Citigroup, and Wells Fargo kicking off Q2 earnings season. Gold held steady, near 
a four-month low, based on a weaker dollar and higher oil prices.  

Economic data was scarce this week with Janet Yellen's monetary policy report earning media 
headlines. Producer Price Index data came in better than expected at 0.1% month over month growth, while 
Consumer Price Index (CPI) and retail sales lagged forecasts at -0.2% and 0.0% month over month growth 
respectively. Despite inflation rising at 1.4%, which is lower than the Fed's target rate of 2%, Yellen went in 
front of congress with a positive outlook for the US economy. She highlighted steady household 
consumption, healthy business investment, strong job growth (unemployment down to 4.4% from '09 highs 
of 10%), and promising economic conditions abroad as central points to continue moving along with tighter 
monetary policy. The plan is to move forward with rate hikes and to reduce the $4.5 trillion balance sheet by 
discontinuing the reinvestments of principle payments and maturing securities. While rates are expected to 
remain constant until later in the year, we could see the balance sheet start to unwind as early as 
September. Concerns were raised about what affects will be seen from higher inflation if we continue to see 
wage growth lagging unemployment data. Yellen countered the concern saying, "The Fed will remain 
flexible" in its plan to tighten monetary policy. This gave relief and comfort to many, knowing that the Fed 
has a tight watch on the economy as they continue to diverge from central banking policy in Japan and 
Europe. Normalization of monetary policy is a good thing, and the risks of the ECB or Fed dampening 
growth are seen to be low at this point. Next week is another light week on economic data with housing 
starts, building permits, and the Philadelphia Fed manufacturing index as earnings reports will be 
highlighting the economic calendar.  

We continue to hold the view that the current environment is supportive for risk assets with our indicators 
pointing to a low risk of a recession unfolding over the near term. Economic growth abroad has shown signs 
of picking up, corporate earnings continue to recover, inflation remains relatively low, and market sentiment 
has taken on a more cautious tone. Elevated valuations across asset classes and what may be overly 



 

Patricia Kummer, CFP  Certified Financial Planner  8871 Ridgeline Boulevard, Suite 100  Highlands 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, Inc., a SEC registered investment advisor. 

optimistic earnings estimates for the second-half of the year remain key concerns of ours. We believe a 
faster pace of rate hikes from the Fed and lack of progress towards real corporate tax reform in Washington 
represent other potential challenges for equity markets as we hit the halfway point of 2017. But overall, we 
do not see these challenges sparking a sharp correction given the relatively healthy fundamental backdrop.  

 Valuations abroad are more attractive to us than those of U.S. stocks, leaving us to believe there is a 
greater potential for U.S. markets to underperform their non-U.S. counterparts over the near term. We 
expect the abnormally low volatility to pick up in the months ahead and that any near-term pullback in equity 
prices would represent a healthy development that could serve to extend the life of the current bull market. 
With that said, we continue have an international tilt in our dynamic positioning while also favoring corporate 
credit and small-cap stocks. We believe this is consistent with our macroeconomic outlook and assessment 
of the overall environment 

 We continue to look for opportunities to shift our dynamic weightings as the environment dictates. 
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, and 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. 


