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December 29th, 2017  
 

Weekly Market Update 
 

Following Christmas, in what was a typical quiet last week of trading, equity markets in the US were 

modestly lower while foreign markets and commodities saw a boost. The S&P 500 Index fell 0.4%, the Dow 

Jones Industrial Average lost 0.1%, the Nasdaq Composite was down 0.8%, and the Russell 2000 Index of 

small-cap stocks finished the week 0.5% lower. Meanwhile, a proxy for developed international markets, the 

iShares MSCI EAFE exchange-traded fund, finished the week 0.6% higher. A proxy for emerging markets, 

the iShares MSCI Emerging Markets exchange-traded fund, gained 1.6% on the week.  

The yield on the 10-year U.S. Treasury fell 8 basis points to 2.41% while the 2-year U.S. Treasury yield 

was down 1 basis point to 1.89%. Oil prices rose 3.1% while gold added 2.1%. The S&P GSCI, which 

measures the returns on a basket of commodities, was up 3.1%.  

In economic news, home prices in October rose 6.2% compared to a year ago, which represented the 

fastest year-over-year growth rate since June 2014 according to S&P CoreLogic Case-Shiller National 

Home Price Index. Meanwhile, pending home sales unexpectedly ticked higher in November. Consumer 

confidence fell in December, but still remained near levels suggesting above-average economic growth and 

a key Chicago-region manufacturing gauge surged to its highest level since March 2011, suggesting 

manufacturing activity remains quite robust. Next week we get some key economic releases. National 

business activity gauges are due, along with December's nonfarm payroll report.  

This past year was unprecedented in its lack of volatility with many pundits describing overall investor 

sentiment as complacent, perhaps too complacent. The largest pullback in the S&P 500 Index from a high 

was only 2.8%. This low level of volatility has not been seen since the 1950s. We do not expect 2018 to be a 

repeat of 2017. Volatility is likely to head higher due to the potential for the Fed to raise rates more quickly 

than currently estimated, which will likely push interest rates across the maturity spectrum higher. We could 

also see inflation move a little higher with tax reform potentially driving faster economic growth over the near 

term. Infrastructure spending could add a little fuel to growth and increase the potential for higher inflation. 

And while earnings growth is likely to see a boost from tax reform, there is still the potential for earnings 

growth to come up short of expectations. But this does not mean one should shy away from risk assets. 

Next year could be more typical in terms of equity market volatility. But given how calm 2017 was, it may 

feel worse than it really is. As we head into 2018, we think markets remain vulnerable to a near-term 

pullback. It is difficult to identify a potential catalyst for one given the very favorable global economic 

backdrop. Equity valuations remain elevated and investor willingness to pay more for a dollar of earnings 

may soften, particularly if we see interest rates move substantially higher over a short period of time. Despite 

this and other risks we mentioned above, we believe the potential for faster earnings growth and a low risk 

of a recession unfolding over the near term will likely continue to support risk assets. Global growth remains 

healthy, leaving us to favor stocks over bonds while having an international tilt in our dynamic positioning.  

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 
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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.   

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


