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February 10th, 2017  
 

Weekly Market Update 
 

Some upbeat earnings results and renewed optimism over tax cuts and financial reforms helped 
push U.S. equity prices to all-time highs to close out the week. The S&P 500 Index rose 0.8%, the Dow 
Jones Industrial Average added 1.0%, the Nasdaq Composite finished 1.2% higher and the Russell 
2000 Index of small-cap stocks advanced 0.8%. Outside of the U.S., a proxy for developed international 
markets, the iShares MSCI EAFE exchange-traded fund finished the week unchanged while a proxy for 
emerging markets, the iShares MSCI Emerging Markets exchange-traded fund, rose 1.2% on the week.  

The yield on the 10-year U.S. Treasury fell 8 basis points to 2.47% while the 2-year U.S. Treasury 
yield slipped 1 basis points to 1.19%. Oil prices finished a volatile week 0.1% lower with gold gaining 
1.2%. The S&P GSCI, which measures the returns on a basket of commodities, rose 0.7%.  

Markets began the week on a negative note amid continued political uncertainty in the U.S. and 
Europe. Earnings news was relatively upbeat during the week and garnered much attention as the U.S. 
economic calendar was quiet. The skittishness across financial markets continued into Tuesday as oil 
prices sank amid news that U.S. stockpiles were once again near record levels. Oil prices hit their 
lowest level since late November before rebounding on economic optimism and evidence that OPEC 
members are holding to their production cuts. On Wednesday, all major U.S. equity indexes began 
marching to new all-time highs as the risk-on trade resumed following Trump’s promise of “big-league” 
tax cuts. Market participants are widely expecting a lowering of the corporate tax rate, which could be 
beneficial to earnings in the coming quarters. But markets could be disappointed should the scope of 
the cuts/reform turn out to be less than advertised or take longer to implement. The intricacies and 
complexities of Washington may trip up the aggressive Trump agenda. 

During a light week for economic news, initial weekly jobless claims hit their lowest level since 
November 1973, a sign that the U.S. labor market continues to tighten and that it remains quite healthy. 
Meanwhile, the preliminary February University of Michigan Consumer Sentiment fell more than 
expected. The long-term uptrend in sentiment remains intact and continues to suggest a near-term 
pickup in economic growth. 

Trump’s policy initiatives and tweets continue to move markets as just about everyone is still getting 
used to his management/governing style. Optimism over serious tax cuts and/or tax reform was the 
latest salvo that reignited the bullish spirits among market participants late in the week. Fundamentally, 
we think the U.S. and global economies are in good shape while the earnings picture continues to 
improve. Sentiment remains elevated, as do valuations. Our indicators continue to point to a low risk of 
a recession unfolding over the near term and that the environment for equities and other risk assets 
remains favorable. Elevated sentiment readings and valuations are a concern to us and could make the 
market vulnerable to near-term weakness. Volatility has been unusually low as well. We expect to see it 
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pick up in the months ahead. The timing of the Fed’s next rate hike is in doubt with the market pricing in 
a small chance of an increase at the Fed’s March meeting. June is widely expected to be the next rate 
hike, but even that is uncertain. We could get some clues next week as Janet Yellen provides the Fed’s 
semiannual update to Congress. Trump and the upcoming European elections represent key risks to 
markets in our view given the potential for greater political and economic uncertainty. Nevertheless, we 
continue to favor equities over bonds and prefer credit risk over interest rate risk. 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, 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. 
 

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


