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December 2nd, 2016 Weekly Hotline 
 

Weekly Market Update 

 
The recent run up in equity prices took a breather this past week as interest rates in the U.S. hit 

their highest levels since mid-2015 and as political uncertainty in Europe weighed heavily on sentiment. 

The S&P 500 Index retreated 1.0% and the Nasdaq Composite declined 2.7% while the Dow Jones 

Industrial Average edged 0.1% higher. The Russell 2000 Index of small-cap stocks fell 2.4%. 

Meanwhile, the iShares MSCI EAFE exchange-traded fund slipped 0.2% and the iShares MSCI 

Emerging Markets exchange-traded fund declined 0.4% on the week.  

U.S. Treasury yields finished the week mixed. The yield on the 10-year Treasury rose 2 basis points 

to 2.39% while the 2-year Treasury yield slipped 2 basis points to 1.11%. Oil prices surged 11% on 

OPEC agreeing to cut production by 1.2 million barrels per day. Elsewhere, gold prices dropped 0.4%. 

The S&P GSCI, which measures the returns on a basket of commodities, finished 5.3% higher.  

U.S. markets traded in a narrow range early in the week, hovering near all-time highs on stronger-

than-expected economic news. On Wednesday, markets hit an intraday all-time high following OPEC 

reaching an agreement to cut its oil production. Energy stocks surged higher on the news, but 

weakness in other sectors dragged the major indices lower by the end of the day. Markets were mixed 

on Thursday with financial stocks helping the Dow Jones Industrial Average reach a new high while 

technology stocks pulled down the S&P 500 and Nasdaq Composite. International markets were lower 

on Friday amid concerns over Italy’s upcoming referendum. Italians are scheduled to go to the polls to 

vote on structural changes to its government on Sunday and recent polling data showed the number of 

Italians favoring the changes trailing those who oppose them with a very large group of undecideds. 

Heading into the weekend, it was unclear which side would prevail. The resulting uncertain outcome 

weighed on markets across the globe during the week. 

U.S. economic data released this week was largely upbeat. Personal income rose more than 

expected while spending remained strong. Consumer confidence hit its highest level since July 2007 

last month and the second estimate of U.S. economic growth for the third quarter was revised higher to 

an annualized rate of 3.2%, topping estimates. The consumer continues to be the primary driver of 

growth with business investment remaining relatively weak. Manufacturing activity also improved to 

multi-month highs in November, a sign that upward momentum is continuing. Lastly, the U.S. economy 

added 178,000 new jobs in November, roughly in line with estimates and slightly ahead of recent 

averages. The unemployment rate fell to 4.6%. Overall, the labor market remains quite healthy in our 

view. Next week, we will get the latest reading on activity in the U.S. services sector, factory orders and 

third quarter productivity numbers. Also, the European Central Bank has its monetary policy meeting in 

which market participants will be looking for guidance on the ECB’s quantitative easing program.  

Amid continued speculation that a Trump Administration could bring faster economic growth and 

higher inflation to the U.S., bond yields have seen their sharpest increase since 2009 with the 10-year 
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U.S. Treasury yield rising from 1.83% just before the U.S. elections to 2.39% through Friday of this past 

week. Short-term rates have also risen, but less dramatically, as it is widely expected that the Federal 

Reserve will lift its benchmark interest rate when it meets in roughly two weeks. The market has already 

priced in a rate hike this month and it is pricing in only two rate hikes in 2017, a pace that fits our 

definition of gradual. Any surprises do the contrary, could mean higher volatility for financial markets. 

The global political environment continues to garner much attention given that it has been and 

remains somewhat unpredictable. The Italian vote this weekend could bring into question Italy’s future 

in the Eurozone and there are elections early next year in France, The Netherlands and other countries 

that could be key in determining the future of the Eurozone altogether. We think this is another potential 

source of volatility. Overall, we believe the U.S. economy remains in good shape and may be 

somewhat insulated from the events in Europe. Add the fact that the global economy continues to show 

signs of improvement and we think the environment remains favorable for risk assets despite the near-

term political uncertainty. We continue to prefer stocks over bonds in general and favor 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.  

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. 

 


