
 

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. 

November 3rd, 2017  
 

Weekly Market Update 
 

U.S. equity markets eked out modest gains in what was a data- and news-filled week. The S&P 500 
Index finished the week 0.3% higher, the Dow Jones Industrial Average rose 0.5% and the Nasdaq 
Composite rose 0.9%. Meanwhile, the Russell 2000 Index of small-cap stocks lost 0.9%. Outside of the 
U.S., a proxy for developed international markets, the iShares MSCI EAFE exchange-traded fund finished 
the week 0.9% higher while a proxy for emerging markets, the iShares MSCI Emerging Markets exchange-
traded fund, rose 0.4% on the week.  

The yield on the 10-year U.S. Treasury fell 8 basis points to 2.33% while the 2-year U.S. Treasury yield 
gained 2 basis points to 1.62%. Oil prices added 3.1% and gold fell 0.3%. The S&P GSCI, which measures 
the returns on a basket of commodities, was up 2.1%.  

After starting on a soft note, markets edged higher Tuesday into Wednesday on positive economic data 
and strong earnings news. The U.S. Federal Reserve left interest rates unchanged on Wednesday, as 
expected, while hinting at a rate hike when it meets again mid-December. Markets were pricing in a strong 
likelihood of a rate hike in December and the 2-year U.S. Treasury yield hit its highest level since October 
2008. Thursday was a choppy trading session as investors digested the official release of the Republican's 
tax-reform plan, Trump's nomination of Jerome Powell as head of the Fed when Janet Yellen's term ends 
and the first interest rate hike in a decade by the Bank of England (BoE). Nothing surprising was in the tax 
reform proposal and Powell would likely represent the continuation of the status quo of gradual interest rate 
increases. The BoE's move was widely expected, but the U.K.'s central bank hinted that the pace of interest 
rate increases will be very gradual amid continued uncertainty over Brexit negotiations. U.S. markets closed 
at record highs on Friday, boosted by technology stocks. 

In a very busy week of economic news, we saw the overall data show continued upward momentum for 
the U.S. economy. Personal consumption rose the most since August 2009 while the personal savings rate 
declined to its lowest level since December 2007. The Fed's preferred inflation gauge jumped a little more 
than expected in September, but both the headline and core levels remained below the Fed's 2% target 
level, rising 1.6% and 1.3% year-over-year, respectively. Inflation pressures have been building but have not 
materialized in the official readings, suggesting the Fed can remain measured in raising interest rates. 
Consumer confidence hit its highest level since December 2000 and remains at a level typically indicative of 
above-average economic growth. Home prices continued to advance at a steady rate with a 6.1% year-over-
year increase in August. Affordability continues to suffer with higher prices and uptick in mortgage rates. The 
Chicago region manufacturing gauge unexpectedly improved, hitting its highest level in May 2011. 
Meanwhile, the ISM manufacturing index ticked lower. The ISM services came in better than expected, 
improving to its best level in over 12 years. Various business activity measures like these continue to 
suggest solid economic growth over the near term. Third quarter productivity numbers improved the most in 
three years. While this is an encouraging sign in our view, productivity remains relatively low and continues 
to represent a headwind to faster sustainable economic growth. Lastly, the U.S. economy added 261,000 
jobs in October while September's decline of 33,000 was revised to an 18,000 gain. The U.S. economy is  
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still working through the impact of three hurricanes. The unemployment rate ticked down to 4.1%, its lowest 
level since December 2000 while wage pressures remained relatively benign. The participation rate fell 
sharply, which was notable, but overall, the labor market remains quite healthy. Earnings season begins to 
wind down next week and the economic calendar is very light, giving market participants a breather of sorts 
and time to focus on the tax-reform debate likely to unfold in Washington.  

As we head into the last two months of the year, global equity markets continue to trudge higher amid a 
favorable global economic backdrop and a healthy earnings environment. Economic growth has picked up 
across a number of economies with business and consumer surveys suggesting the positive momentum can 
continue into 2018. As the third quarter earnings season begins to wind down, results have been relatively 
upbeat. Growth is likely to slow from the solid pace seen during the first and second quarters, but reports 
have so far topped expectations. Monetary policy remains a major theme as the Federal Reserve held rates 
steady this past week and pointed to a likely rate hike in December. With inflation still stubbornly low and 
economic growth viewed as somewhat fragile, the Fed and other central banks are being patient in 
normalizing monetary policy. Markets remain generally unconvinced that the pace of interest rate increases 
in the U.S. will be as quick as implied by the Fed's own forecast, which could make any surprises market 
moving. 

Outside of economics, policy uncertainty in Washington persists as Republicans finally unveiled key 
details of their tax-reform bill. Few surprises came from the plan, so market reaction was somewhat muted 
as market participants likely recognize that there is a long way to go. Republicans have set a somewhat 
aggressive timeline of getting a tax reform bill to the President by the end of the year. This may be a little too 
optimistic given recent challenges Republicans have had with other initiatives. Nevertheless, we are leaning 
towards the idea that some sort of tax reform gets done relatively soon.  

In short, uncertainty over tax reform, the pace of interest rate increases, and elevated valuations have 
kept equity-market gains somewhat in check. Volatility has remained abnormally low as well and there has 
not been a-larger-than 3% correction in the U.S. markets in roughly a year. Valuations remain a concern for 
us and many market participants, but we believe equity markets are still some ways away from bubble 
territory. We also have not seen many of the excesses typical of a market top. While we recognize the 
potential for a near-term pullback in equity prices, the economic and fundamental environment has not 
changed all that much and 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 and corporate credit 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. 
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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. 


