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April 27th, 2018  

Weekly Market Update 
 

Market participants digested a lot of earnings and economic data this past week and most of it was 
better than expected.  Of course, this was not without some volatility. Stocks suffered sharp losses on 
Tuesday with the S&P 500 Index flirting once again with a key technical support level despite better-than-
expected earnings reports from a few big industrial names. Driving the negative sentiment were some 
cautious company comments and guidance regarding the coming quarters. In addition, the 10-year Treasury 
yield's continued drift higher contributed to the anxious sentiment early in the week. In fact, the 10-year yield 
surpassed 3 percent for the first time since 2013 on Wednesday before settling back below that level at 
week end. Strong results from a few technology names and better-than-expected economic data provided a 
positive backdrop for equities on Thursday into Friday, but markets continued to tread cautiously.  

On the economic front, U.S. housing data showed a rebound in activity and the continuation of its 
longstanding uptrend. In addition, housing prices rose more than expected in February. Low inventory levels 
continue to be the main theme crimping overall sales activity. Data released this week on the mood of the 
consumer showed that confidence remains high. These index levels are generally indicative of above-
average economic growth. The advanced estimate of U.S. economic growth during the first quarter came in 
at a 2.3 percent annualized pace. This was higher than the 1.9 percent that was expected, but slower than 
the 2.9 percent pace seen during the fourth quarter. Durable goods orders posted strong gains in March.  

Monetary policy outside of the U.S. garnered attention as both the European Central Bank and Bank of 
Japan kept their respective policy rates and easing measures unchanged. The ECB sounded a little more 
concerned about softening economic growth in Europe while the BoJ hinted at perpetual easing given the 
stubbornly low inflation Japan is continuing to experience. Next week, the U.S. Federal Reserve meets on 
monetary policy. No change to its target interest rate is expected. We will also get more earnings reports 
and key month-end economic data, including April's employment report, national business activity gauges, 
and personal income and spending data.  

Cautiousness continues to be a key theme. Earnings news has been better than anticipated while 
economic data in the U.S. continues to point to a healthy economic backdrop. With the strong earnings 
season and market weakness of late, equity valuations in the U.S. have become more attractive. They are 
not at bargain levels by any stretch of the imagination, but they are far from the extreme levels typical of a 
market top. Higher interest rates are giving stocks a little more competition in terms of yields and returns, but 
the prospect for even higher interest rates is something we see as continuing to weigh on the bond market. 
This leaves us maintaining our tilt towards equities in the dynamic sleeve. There has been some slowing in 
economic activity abroad, namely in Europe. While this is something to watch, our indicators continue to 
suggest a low risk of a recession unfolding globally. The risk of a recession in the U.S. is quite low at this 
time, even though we are likely in the late stages of the economic cycle. We think the current fundamental 
backdrop supports our position of favoring risk assets at this time. Key risks to our position include a faster 
pace of interest rate hikes from the Fed, disappointing earnings results later in the year and the soft-patch in 
Europe being something more lasting. We think this uncertainty will keep volatility at higher levels over the 
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next several months. As always, we continue to monitor our various indicators for signs that a more cautious 
portfolio positioning is warranted. So far, we have seen few signs indicating a more ominous trend has 
begun. 

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. 

Disclosures: 

• Kummer Financial Strategies, LLC is an SEC 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. 
• Performance, economic, and market statistics were provided by Yahoo Finance and Ned Davis Research. 

 


