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Weekly Market Update 

 
We start this week’s update expressing our gratitude for the service and sacrifices made by our 

veterans on this Veteran’s Day. In a contentious political environment, it is easy to forget that we have 
the freedoms to participate in the political process because of our veterans and active service men and 
women. Thank you very much for your service and God bless you all.  

It was a historical week in U.S. politics and U.S. equity markets managed to rebound sharply off 
their lowest levels in four months despite some surprising election results. Both the S&P 500 Index and 
the Nasdaq Composite rose 3.8% while the Dow Jones Industrial Average gained 5.4%. The Russell 
2000 Index of small-cap stocks jumped 10.2%. Outside of the U.S., markets were mixed. The iShares 
MSCI EAFE exchange-traded fund added 0.8% while the iShares MSCI Emerging Markets exchange-
traded fund lost 3.8% on the week.  

The yield on the 10-year Treasury rose 37 basis points to 2.14%, its highest level since January, as 
market participants anticipated more government spending and higher inflation associated with a 
Trump administration. The moves at the short end of the curve were more measured with the 2-year 
Treasury yield rising 13 basis points to 0.92%. Oil prices continued their recent weakness, falling 
another 1.6% on the week. Meanwhile, gold prices dropped 6.2% and the S&P GSCI, which measures 
the returns on a basket of commodities, finished 1.1% lower.  

For the most part, equity markets took the somewhat surprising U.S. election results in stride, but it 
was not without some volatility. On Monday, markets jumped higher following weekend news that the 
FBI’s review new emails would not change its previous conclusions that no charges would be brought 
against Hillary Clinton. This left market participants believing that a Clinton victory was more likely, 
particularly with late polling data giving her an edge in key swing states. The bullish sentiment carried 
over into Tuesday as voters headed to the polls. As the results rolled in on election night and showed a 
Donald Trump victory within reach, Asian markets fell sharply and it looked like U.S. markets would 
open decidedly lower on Wednesday. As U.S. markets awoke to President-elect Trump, modest early 
morning declines gave way to solid gains by the afternoon. The rally continued into Thursday with the 
Dow Jones Industrial Average closing at a new record high. Financial and health care stocks were 
among the big winners while technology stocks struggled as market participants speculated on what a 
Trump Presidency could mean for different sectors of the economy. On Friday, markets finished mixed 
on little economic news with the Dow finishing at another record high. 

 In a light week of economic releases, wholesale inventories rose for the first time in three months 
and the preliminary University of Michigan’s Consumer Sentiment Index reading for November 
improved more than expected. Next week, we get some key inflation data, retail sales figures, industrial 
production and regional manufacturing gauges as well as some housing data. 
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After roughly 18 months of campaigning, the 2016 election cycle finally came to an end this past 
week with somewhat of an unexpected climax. Odds favored a Clinton victory and Republicans losing 
control of the Senate. Most analysts predicted Democrats to win the White House as a majority of the 
polls supported such an outcome. But in the end, the odds makers, most pollsters and pundits were 
wrong as Donald Trump won the Presidency while Republicans maintained control of Congress.  

We have often cited research that U.S. equity markets tend to do better when control of the U.S. 
Government is split between the two major parties. This does not mean equity markets will do poorly 
now that one party controls the government. In fact, Republicans have had control of the Executive and 
Legislative branches of government 22% of the time going back to 1900. Our research partner Ned 
Davis Research recently pointed out that stocks have done well when there is a Republican President 
and Republican Congress as the Dow Jones Industrial Average has put in some of its strongest 
performance during those periods with a 6.9% average annual gain. History does not always repeat 
itself and this instance may be more difficult to gauge given the fact that a political outsider is in the 
Oval Office. This suggests to us that there is likely going to be some lingering uncertainty over how a 
Trump administration will govern. We think it will also serve to keep markets somewhat volatile over the 
near term. Nevertheless, we do not suggest establishing an investment strategy based on who is in 
control of Washington D.C. Being well diversified and focusing on economics, valuations and risk 
management are more effective in executing a long-term investment strategy in our view. With that 
said, we believe the U.S. economy remains in good shape while the global economy is showing signs 
of improvement. The Fed remains a source of uncertainty as does the earnings picture. We continue to 
believe the Fed is going to raise rates in December and that subsequent rate hikes will be very gradual 
given what we see as continued uneven economic growth and modest inflationary pressures. Overall, 
we think the backdrop for risk assets remains favorable, despite elevated valuations. We continue to 
prefer stocks over bonds in general and favor corporate credit over government debt. 

That’s the update for this week. Please 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 strategic 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 colleagues in any way we can.  

The following are disclosures for today’s call: 

• 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. 


