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February 24th, 2017  
 

Weekly Market Update 
 

Despite spending most of the week treading water, stock prices in the U.S. managed to eke out 
small gains on the week. The S&P 500 Index rose 1.0%, the Dow Jones Industrial Average added 1.3% 
and the Nasdaq Composite finished 0.4% higher. The Russell 2000 Index of small-cap stocks slipped 
0.1%. Outside of the U.S., a proxy for developed international markets, the iShares MSCI EAFE 
exchange-traded fund finished the week down 0.1% while a proxy for emerging markets, the iShares 
MSCI Emerging Markets exchange-traded fund, rose 0.5% on the week.  

The yield on the 10-year U.S. Treasury fell 10 basis points to 2.32% while the 2-year U.S. Treasury 
yield declined 4 basis points to 1.15%. Oil prices finished the week with a gain of 1.6%. Gold prices 
were up 1.6% as well and the S&P GSCI, which measures the returns on a basket of commodities, 
slipped 0.1%.  

After a long holiday weekend, market participants were in a buying mood early in the week amid 
some upbeat earnings data and some stronger-than-expected economic data out of the Eurozone. All 
three major U.S. indices closed at record highs on Tuesday, but only the Dow Jones Industrial Average 
managed to continue its run of record closes as the week progressed. In fact, the Dow posted 11 
consecutive record closes during the week. This is the longest daily run of record highs since the 12 
record closes in late 1987. U.S. economic data released during the week showed a slight moderation in 
activity, but nothing to suggest to us that the upward momentum that has characterized the year so far 
is beginning to wane. Overall, investors appeared to tread cautiously with continued uncertainty 
surrounding policy initiatives in the U.S., a decent earnings season and upcoming elections in Europe.  

On the economic front, Markit’s preliminary gauges on the U.S. services and manufacturing sectors 
disappointed investors by showing a slight slowdown in activity. Existing home sales rose more than 
expected in January to their fasted pace since early 2007. Meanwhile, new home sales grew less than 
expected and the University of Michigan’s consumer sentiment reading improved slightly from its 
preliminary number, remaining just below at 13-year high. Next week’s economic calendar is quite full. 
Durable goods orders, the second look at U.S. GDP for the fourth quarter and the Chicago 
manufacturing activity index start the week off. We get ISM’s national business and manufacturing 
gauges, the Fed’s favored inflation measure and personal income and spending data, just to name a 
few more key items. February’s employment report comes out the following week, which will likely be 
watched closely for hints on what the Fed might do at its upcoming meeting.   

Markets participants continue to balance generally solid economic data, a recovery in earnings, the 
Fed and various political risks stemming from both sides of the pond. In the U.S., the Trump 
Administration continues to shake things up in Washington with regulatory overhauls, but there are a 
number of questions surrounding other key initiatives, namely tax reform, infrastructure spending and 
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trade policy. Trump is scheduled to give a speech before Congress on Tuesday of next week, which is 
likely to garner much attention from market participants. In Europe, Dutch and French elections are just 
on the horizon and though recent polls suggest the anti-Eurozone candidate in France is losing a little 
steam, the outcome remains uncertain and could have strong implications for the Eurozone’s future. 
We believe this added political uncertainty, coupled with the potential for the Fed to raise rates sooner 
than expected could result in higher volatility in the coming months. Volatility has been unusually low. In 
fact, the S&P 500 Index has now gone over 90 days without closing lower by more than 1% in a single 
day. Valuations remain elevated and sentiment is still quite high. With the rally appearing a little 
fatigued, we think the market remains vulnerable to a near-term pullback. The catalyst may be an 
unexpected rate increase at the Fed’s March meeting. As the week ended, the fed funds futures market 
was pricing in a relatively low probability of a rate hike in March. We think the odds are much higher 
and would not be surprised if the Fed moved. Fundamentally, we think the U.S. and global economies 
are in good shape while the earnings picture continues to improve. Our indicators continue to point to a 
low risk of a recession unfolding over the near term and that the environment for equities and other risk 
assets remains favorable. Elevated sentiment readings, low volatility and valuations are a concern to 
us. Nevertheless, we continue to favor equities over bonds and prefer credit risk over interest rate risk. 
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, 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. 


