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March 31st, 2017  
 

Weekly Market Update 
 

Some positive economic news was largely responsible for helping U.S. equity markets rebound from 
recent losses. The S&P 500 Index gained 0.8%, the Dow Jones Industrial Average edged 0.3% higher, the 
Nasdaq Composite rose 1.4% and the Russell 2000 Index of small-cap stocks rebounded 2.3%. Outside of 
the U.S., a proxy for developed international markets, the iShares MSCI EAFE exchange-traded fund 
finished the week 0.2% higher while a proxy for emerging markets, the iShares MSCI Emerging Markets 
exchange-traded fund, lost 1.1% on the week.  

The yield on the 10-year U.S. Treasury finished an up-and-down week 1 basis point lower at 2.39% 
while the 2-year U.S. Treasury yield finished the week unchanged at 1.26%. Oil prices rebounded 6.9% on 
the week and gold added 0.5%. Lastly, the S&P GSCI, which measures the returns on a basket of 
commodities, finished 2.7% higher.  

Markets got the week off to a quiet start as buzz around the healthcare bill postponement continued to 
linger. U.S. equity prices had their best advance of the week on Tuesday amid stronger-than-expected 
consumer confidence numbers and assurances from Republican leadership that the postponement of 
healthcare reform will not likely hurt other agenda items, such as tax reform and infrastructure spending. 
Markets inched higher Wednesday into Thursday before slipping a little on Friday as economic data 
continued to point to a healthy U.S. economy. In markets abroad, the U.K. formally filed documents initiating 
its exit from the European Union on Wednesday, a process likely to involve extensive negotiations over at 
least the next two years. Talks could begin as early as June and as the U.K. enters the "point-of-no-return 
phase," questions over how this will unfold remain and markets could see some added volatility as a result.  

Over the past week, we saw some solid survey data and slightly higher economic growth in the U.S. 
during the fourth quarter than initially reported. In March, consumer confidence surged to its highest level 
since 2000, suggesting above-trend economic growth lies ahead. With other sentiment data also pointing to 
stronger economic growth, there is a growing disparity between the very robust "soft" economic data and the 
actual hard data leaving some to suggest there is too much optimism. Should the hard data fail to catch up, 
there is the potential for the optimism to fade quickly. We remain cautiously optimistic and expect economic 
growth to pick up in 2017, but not likely to the levels suggested by the soft data.  

Home prices continued their steady ascent while pending home sales rebounded nicely amid "warmer-
than-normal" weather and concerns over higher interest rates later in the year, which may have brought 
home purchases forward. The third estimate of U.S. GDP growth in the fourth quarter came in at a 2.1% 
annualized pace, slightly higher than the 1.9% previously reported. For 2016, the U.S. economy grew 2.0%, 
roughly in line with the below-trend average growth rate seen during this current expansion. The Fed's key 
inflation gauge inched closer to the FOMC's 2% target, rising 1.8% year-over-year in February and the 
University of Michigan's final consumer sentiment reading for March ticked higher. Lastly, the Chicago PMI, 
which measures manufacturing activity within the Midwest, unexpectedly improved to its highest level since 
January 2015, suggesting continued strength in the manufacturing sector. Next week is a busy one with a 
few key month end data points. We get ISM national business activity gauges, minutes from the latest 
FOMC monetary policy meeting and March's employment numbers. 
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U.S. markets continue to show their resiliency while overall volatility remains abnormally low. With the 
first quarter coming to a close, U.S. equity markets, along with other risk assets, have performed rather 
handsomely so far this year. Politics remains a key driver of sentiment and there is growing concern the 
market has gotten ahead of itself. It is hard to say what will happen with the Republican/Trump agenda given 
the healthcare bill's postponement. Market participants are still likely to focus on the things happening in 
Washington D.C. and whether Republicans can enact more business-friendly reforms. We think policy 
uncertainty in the U.S. remains. European politics is also a potential source of uncertainty, despite what we 
see as fading risks. And then there is the number of rate hikes we are likely to see from the Fed. This past 
week we saw a few Fed members indicate three more rate hikes in 2017 could be appropriate. The market 
is somewhat unconvinced we will see two more hikes, let alone three. This could drive some market volatility 
as the year unfolds. 

We have often mentioned that we believe the market is vulnerable to a pullback and that we expect to 
see volatility pick up in the coming months. Over the past week, one of our key indicators suggested to us 
that a more defensive positioning is warranted. As a result, we decided to lower our exposure to U.S. mid-
cap stocks in our dynamic sleeve, which is where we actively seek out short-term opportunities and attempt 
to manage near-term volatility in the portfolio. Our core allocation remained unchanged. We are holding a 
little extra cash at this time in the dynamic sleeve as we look for potentially better entry points on a few 
opportunities we are considering. It is important to remember this is likely a short-term move and part of the 
discipline we are following within the dynamic sleeve. 

Despite moving to a more defensive stance, we believe stocks continue to offer a more compelling 
investment option than bonds in the current environment. We continue to favor credit and high yield bonds 
over government related debt. As always, 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, or family 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.   

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


