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January 20th, 2017  
 

Weekly Market Update 
 

In what was an up and down week for U.S. equity prices stocks managed to stay in a very narrow 

trading range to finish the week relatively unchanged. The S&P 500 Index and the Nasdaq were 

fractionally lower on the week while the Dow Jones Industrial Average slipped 0.1% and the Russell 

2000 Index of small-cap stocks fell 0.5%. Outside of the U.S., equity markets were mixed. A proxy for 

developed international markets, the iShares MSCI EAFE exchange-traded fund added 0.3% and a 

proxy for emerging markets, the iShares MSCI Emerging Markets exchange-traded fund, lost 0.1% on 

the week.  

The yield on the 10-year U.S. Treasury rose 9 basis points to 2.47% while the 2-year U.S. Treasury 

yield slipped 1 basis point to 1.19%. Oil prices rebounded 1.7% on the week with gold finishing 0.4% 

higher. The S&P GSCI, which measures the returns on a basket of commodities, added 1.1%.  

With the U.S. earnings season off to a relatively upbeat start, market participants showed greater 

interest in news items outside of the U.S. this past week. On Tuesday, U.K.’s Prime Minister Theresa 

May provided more details on how the country will execute its exit from the European Union, allaying 

some concerns of a “hard Brexit.” It was U.S. Fed Chairperson Janet Yellen’s upbeat assessment of 

U.S. economic growth during a speech she made on Wednesday that helped pushed U.S. equities and 

the U.S. dollar higher. And though Yellen added that the Fed will be gradual in lifting interest rates, the 

U.S. dollar continued to rebound off its lowest level in over a month into Thursday. Stocks slipped 

however. The European Central Bank left its monetary policy stance unchanged as expected on 

Thursday. The ECB’s President, Mario Draghi, sounded a bit dovish in his post-meeting press 

conference, indicating there were no “convincing signs yet of an upward trend in underlying inflation.” 

His statement helped push the euro lower versus the dollar. Friday’s market opened heading to its 

highest levels of the week as Donald Trump was inaugurated the 45th President of the United States. 

But following his inaugural speech, market participants showed some disappointment in what some 

interpreted as a protectionist speech. Stocks finished higher, but well off the highs of the day. 

This week saw some more positive economic data. Housing starts rebounded strongly in 

December, beating expectations, while building permits slipped a little. Industrial production rebounded 

nicely in December with capacity utilization still below long-term averages. This is something that has 

helped to keep inflationary pressures at bay and represents one of the reasons business spending has 

remained relatively lackluster over the last several years. The Empire State Manufacturing Index 

remained in expansion territory for the third consecutive month, edging lower in January. Another 

regional manufacturing gauge, the Philadelphia Fed General Business Activity Index, rose to its highest 

level since November 2014. Meanwhile, the Consumer Price Index hit its highest level since May 2014, 

rising 2.1% year-over-year in December. The core rate rose 2.2% for all of 2016. Despite a rise in 

inflationary pressures at yearend, inflation remains relatively benign. Lastly, the Fed’s Beige Book 
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showed modest economic growth with tight labor markets, strengthening manufacturing and stable 

financial conditions across most districts. Next week, the earnings season ramps up and we get data on 

new and existing home sales. The first look at the fourth quarter’s GDP and University of Michigan’s 

final sentiment reading for January are also due.  

As the week ended and a new President was sworn into office, the optimism that has helped to 

drive markets to new heights since the election has waned a bit, but some measures of market 

sentiment remain elevated. U.S. equity markets still hover near all-time highs. Add the elevated 

sentiment and elevated valuations and we think stock prices are somewhat vulnerable to a near-term 

pullback. Still, high consumer confidence readings and improving business sentiment suggest to us 

economic momentum could pick up over the near term, something that could help boost earnings and 

improve valuations. Uncertainty over the pace of rates hikes from the Federal Reserve and the potential 

for political disruption in Europe with a few key elections in the coming months pose a risk for markets 

in our view. Potential banking problems in Italy as well as China’s debt levels are other risks on our 

radar. Despite these risks, we think there is a low risk of a recession unfolding over the next several 

months and barring a political or geopolitical shock, the U.S. economy should continue to grow at a 

modest pace with inflation picking up only moderately. We continue to believe the backdrop for risk 

assets remains favorable and will look for occasions to shift our dynamic weightings as opportunities 

and risks emerge. For more information on our economic outlook and asset allocation update, please 

visit our website. 

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. 


