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January 6th, 2016  
 

Weekly Market Update 
 

U.S. equity markets kicked off the first week of 2017 hitting new all-time highs amid continued 
optimism and positive economic data. The S&P 500 Index rebounded 1.7%, the Dow Jones Industrial 
Average gained 1.0%, the Nasdaq Composite rose 2.6% and the Russell 2000 Index of small-cap 
stocks finished 0.9% higher. Outside of the U.S., equity markets were higher. A proxy for developed 
international markets, the iShares MSCI EAFE exchange-traded fund added 2.4% and a proxy for 
emerging markets, the iShares MSCI Emerging Markets exchange-traded fund, gained 2.9% on the 
week.  

The yield on the 10-year U.S. Treasury fell 3 basis points to 2.42% while the 2-year U.S. Treasury 
yield edged 1 basis point higher to 1.21%. Oil prices rose 0.5% on the week with gold finishing up 
1.8%. The S&P GSCI, which measures the returns on a basket of commodities, was unchanged.  

The broad S&P 500 Index posted four straight days of gains during the holiday-shortened week, 
beginning this year in quite the contrast to how it started off 2016. Economic data released during the 
week was relatively upbeat with the Fed’s take on the potential for fiscal stimulus garnering some 
attention on Wednesday. Mid-week, the Federal Reserve released the minutes from its December 
policy meeting which showed some discussion and concern over the uncertainty surrounding the 
potential for fiscal stimulus with the change in Washington. New stimulus could boost economic growth, 
which could lead to the Fed raising interest rates at a faster pace than expected. Fed officials 
recognized the potential challenge that lies ahead in communicating its stance. On Thursday, U.S. 
equity markets finished a choppy session mixed amid some disappointing holiday sales data from a few 
retailers. However, U.S. stocks finished the week at all-time highs with the Dow Jones Industrial 
Average coming within a point of hitting 20,000 for the first time in its history.  

On the economic front, U.S. manufacturing activity rose to its highest level in two years in 
December per the ISM Manufacturing index. This was a better-than-expected read which saw the 
largest surge in new orders since August 2009. ISM’s reading on the service sector held steady in 
December, remaining at its highest level since October 2015. Elsewhere, light vehicle sales reached a 
record high in 2016 with sales hitting its fastest pace since July 2005. December’s non-farm payroll 
report was somewhat mixed, revealing a slower-than-expected pace of job gains during the month. The 
labor market added 156,000 new jobs while the unemployment rate ticked higher to 4.7%. Wages 
improved more than expected with 2016 showing the largest increase since May 2009. Overall, the job 
market remains steady and healthy in our view and the upward pressure in wages could mean a faster 
pace of rate hikes this year from the Fed. In the coming week, the fourth quarter earnings seasons 
kicks off and we will get a few key economic releases, including wholesale inflation readings, retail 
sales figures and January’s preliminary consumer sentiment from the University of Michigan.  
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The enthusiasm for U.S. equities returned with markets hitting a new all-time high as the new year 
began and as market participants await the start of another earnings season. Optimism has been high 
lately amid speculation that U.S. economic growth could pick up with Republicans and Trump talking 
tax cuts, deregulation and infrastructure spending. Improving economic data and earnings have also 
helped market sentiment remain positive with some sentiment readings nearing extreme levels, 
suggesting to us a greater potential for a near-term pullback. Despite the risk of a pullback, we continue 
to believe the backdrop for risk assets remains favorable. We think there is a low risk of a recession 
unfolding over the next several months and barring a political or geopolitical shock, the economy should 
continue to grow at a modest pace with inflation picking up only moderately. This should help keep the 
Fed on a gradual pace of interest rate hikes. But there is still uncertainty over how quickly the Fed could 
raise interest rates. Volatility has remained surprisingly low and could pick up over the next few months 
given overwhelmingly positive sentiment, elevated valuations and an uncertain political climate in 
Europe. Overall, we continue to prefer stocks over bonds and corporate credit over government debt.   

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. 


