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Weekly Market Update 

 
In a heavy week of market moving news and continued anxiousness over the U.S. elections, global 

equity markets finished lower. For the week, the S&P 500 Index declined 1.9%, the Dow Jones 
Industrial Average fell 1.5% and the Nasdaq Composite dropped 2.8%. The Russell 2000 Index of 
small-cap stocks declined 2.0%. Outside of the U.S., the iShares MSCI EAFE exchange-traded fund fell 
2.1% and the iShares MSCI Emerging Markets exchange-traded fund lost 2.7% on the week.  

The yield on the 10-year Treasury retreated 7 basis points to 1.77% while the 2-year Treasury yield 
fell 6 basis points to 0.79%. Oil prices tumbled 9.4% on the week amid renewed supply concerns. U.S. 
oil inventories increased by more than 14 million barrels, the largest increase on record. Gold prices 
added 2.2% on the week amid the rising uncertainty. The S&P GSCI, which measures the returns on a 
basket of commodities, finished 5.6% lower.  

While politics continued to dominate the news cycle and weigh on sentiment, market participants 
had a lot of economic and monetary policy news to digest this past week. Markets started the week little 
changed amid some more merger news and continued anxiousness over next week’s U.S. elections. 
The S&P 500 Index extended its daily losing streak to 9 sessions through Friday with a tightening 
Presidential race playing a large part in dampening sentiment. On Tuesday, the Bank of Japan left its 
monetary policy unchanged as expected while lowering its inflation forecast as deflationary pressures 
remain a challenge. The U.S. Federal Reserve was next with its monetary policy decision on 
Wednesday, and as expected the Fed left its key interest rate unchanged. In its post-meeting 
statement, the Fed hinted that a rate hike at its next meeting in December is likely. On Thursday, the 
Bank of England left its policy rate unchanged and sounded a little more hawkish in its commentary. 
Also, a high court in the U.K. ruled that parliament gets a say on how the U.K.’s exit from the European 
Union (EU) unfolds, potentially adding a little complexity and uncertainty to the U.K.’s negotiations with 
the EU. The government is appealing the decision with a hearing scheduled next month. On Friday, 
U.S. equity markets attempted to rebound off a key near-term support level, but the gains dwindled 
away in afternoon trading, leaving most indices slightly lower on the day.  

In a busy week of economic releases, personal spending rose more than expected in September 
while income growth advanced slightly below forecasts. The core PCE Index, the Fed’s favored inflation 
gauge, rose 1.7% in September when compared to a year ago. Inflationary pressures have picked up 
this year, but continue to remain below the Fed’s 2% target. Elsewhere, manufacturing activity picked 
up while the service sector remained relatively stable, per ISM’s monthly index report. Productivity 
growth rebounded at a much faster pace than expected during the third quarter, but the overall trend 
remains relatively weak from a historical perspective, which suggests to us modest economic growth. 
Lastly, October’s non-farm payroll report showed steady gains for the U.S. jobs market while the 
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unemployment rate ticked lower to 4.9%. The U.S. economy added 161,000 jobs in October and wages 
rose at a faster pace than expected, suggesting more inflationary pressures could be building and a 
likely Fed rate hike in December. Next week’s economic calendar is a quiet one while the third quarter 
earnings season winds down. This means there may be little financial news for market participants to 
digest next week. Focus, of course, will be on Tuesday’s Presidential Election in the U.S. and the 
uncertainty surrounding its outcome could provide further volatility across financial markets.  

We have seen volatility pick up across equity markets with the S&P 500 Index trading below a key 
near-term technical level, ending the week very close to its 200-day moving average. This represents 
another key technical level where a breach could mean further near-term weakness. Market sentiment 
has been souring as polls showed a tightening U.S. Presidential race. Looking at recent market activity, 
market participants appear to favor the status quo, or a Clinton Presidency, as it likely means less 
uncertainty. A Trump Presidency is widely seen as bringing more uncertainty and the tightening polls of 
late are making market participants nervous. Adding to the near-term uncertainty in our view, are the 
potential legal challenges facing a Clinton Presidency with the reported FBI investigations into the 
Clinton Foundation and the FBI’s renewed interest in Clinton’s use of a private email server. We think 
the revelations over the last couple of weeks will likely fuel further volatility across financial markets 
regardless of who wins the Presidency. If recent polling data is any indication, next week’s election is 
likely to be a very close one. We think any potential weakness stemming from the uncertainty 
represents a near-term buying opportunity. 

Aside from the political uncertainty, there is the Fed and the clouded earnings picture. The Fed is 
likely going to raise rates in December, barring a shock to confidence and/or the economy. We think the 
more important question surrounding the Fed is how quickly subsequent rate hikes occur. We believe 
they will be very gradual given the uneven nature of economic growth and still low inflation. Third 
quarter earnings have been relatively upbeat with the percentage of companies beating estimates 
slightly ahead of recent averages. As of the end of October with 70% of S&P 500 companies reporting, 
trailing twelve-month earnings growth for the third quarter is still on pace to decline just under 2%. If this 
holds it would represent the sixth consecutive quarterly decline, though a big improvement over recent 
quarters. Overall, the U.S. economy remains in good shape in our view and the global economy is 
showing some signs of improving. We think this represents a favorable backdrop for risk assets despite 
elevated valuations and near-term uncertainty. We continue to hold a favorable view of stocks over 
bonds in general, preferring corporate credit over government debt.  

That’s the update for this week. Please 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 strategic 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 colleagues in any way we can.  
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The following are disclosures for today’s call: 

• 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. 

 


