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March 24th, 2017  
 

Weekly Market Update 
 

U.S. equity markets turned in their worst weekly performance since before the election as 
healthcare reform stalled in the House. The S&P 500 Index fell 1.4%, the Dow Jones Industrial Average 
dropped 1.5%, the Nasdaq Composite lost 1.2% and the Russell 2000 Index of small-cap stocks gave 
up 2.7%. Outside of the U.S., a proxy for developed international markets, the iShares MSCI EAFE 
exchange-traded fund finished the week 0.1% lower while a proxy for emerging markets, the iShares 
MSCI Emerging Markets exchange-traded fund, gained 0.8% on the week.  

The yield on the 10-year U.S. Treasury fell 10 basis points to 2.40% while the 2-year U.S. 
Treasury yield declined 6 basis points to 1.26%. Oil prices retreated 1.7% on the week and gold added 
1.3%. Lastly, the S&P GSCI, which measures the returns on a basket of commodities, finished 1.3% 
lower. 

Stock prices started the week on a relatively quiet note as Republican negotiations on 
healthcare reform continued and the U.K. government announced it will start the formal proceedings 
next week for exiting the European Union. On Tuesday, U.S. stocks suffered their largest decline since 
September amid signs that the proposed healthcare bill may not make it out of the House. U.S. 
Treasury yields fell, which weighed heavily on financial stocks. Wednesday was another relatively quiet 
day with stocks losing a little ground on weaker-than-expected housing data. Thursday started on an 
upswing while the House was scheduled to vote on the new healthcare bill later in the day. The gains 
disappeared and stocks finished little changed on the day following news that the vote will be delayed 
until Friday at the earliest. Similarly, stocks opened higher on Friday only to give up early gains 
following reports that Speaker of the House Paul Ryan pulled the healthcare vote. 

In a light week of economic news, data on the housing market was somewhat mixed. Existing 
home sales fell more than expected, but the overall uptrend remained in place. The low supply of 
homes available for sale relative to demand remains a drag. Meanwhile, new home sales jumped in 
February with the 12-month average sales rate reaching its highest level since 2008. Elsewhere, 
durable goods orders were mixed with the headline number surpassing expectations. The proxy for 
business spending disappointed, however. Lastly, Markit's preliminary private sector activity surveys 
pointed to softer growth in March for both the services and manufacturing sectors. Next week's 
economic calendar includes the third estimate of the fourth quarter's GDP numbers, personal income 
and spending and the Fed's favored inflation gauge. We also get pending home sales, the Chicago 
region manufacturing index and the University of Michigan's final sentiment reading for March. Also, the 
U.K. government is expected to file Article 50 documents, formally beginning the U.K.'s exit from the 
European Union. 

Market participants' focus on political events returned home this past week as the Republicans 
failed to get healthcare reform to the floor of the House for a vote. The primary concern for the markets 
is what failing to get healthcare reform through could mean for other key Trump agenda items like tax 
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reform, regulatory reform and infrastructure spending. The equity-market rally since the U.S. elections 
has been driven largely by optimism that economic growth could pick up with business-friendly reforms, 
including an overhaul of the current healthcare law. The Republican's inability to coalesce on 
healthcare reform could mean more challenges lie ahead in reaching agreement on other initiatives, 
particularly tax reform. The market is most interested in tax reform given its potential impact on 
earnings and near-term economic growth. The struggle over the healthcare bill has sapped some of the 
post-election optimism in our view, which we think is a good thing as it could give earnings and growth 
time to catch up with stretched valuations.  

Despite this week's declines, the S&P 500 Index is only down roughly 2.2% from its all-time 
high. We believe the market is still vulnerable to further near-term weakness and that volatility is likely 
to pick up in the coming months. We do not see a high risk of a sharp correction in equity prices or of 
the U.S. economy falling into a recession this year. Our indicators continue to point to moderate 
economic growth and higher inflation in the U.S. and thus a greater potential for higher interest rates. 
The Fed is likely on path to raise interest rates two more times this year, which could surprise markets 
somewhat. French elections remain another source of uncertainty, even though it appears the anti-EU 
parties are less likely to gain control. This potentially means there is less chance of France leaving the 
EU, something that would likely bring into question the EU's future and greater uncertainty for global 
financial markets.  

Overall, we believe the U.S. and global economies remain on solid footing. A softer first quarter 
in U.S. growth would not surprise us given the uneven growth pattern we've seen over the last several 
years. But we think the economic outlook remains positive for the remainder of the year, barring in 
surprise shock. While we think the backdrop for risk assets remains favorable, we are closely 
monitoring our various momentum and sentiment indicators for signs that they are rolling over. So far, 
we have not seen any evidence that the strong "tape" is losing much steam. While we remain 
concerned about elevated equity valuations, 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. 
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• 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.provided by Yahoo Finance and Ned Davis Research. 


