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June 22nd, 2018  

Weekly Market Update 
 

U.S. equity markets finished the week slightly lower as trade war concerns continued to weigh on market 
sentiment. Outside of the U.S., markets suffered larger losses with emerging markets leading to the 
downside. The Trump Administration has decided to proceed with its proposal of tariffs on $200 billion worth 
of goods from China and imparting a limit on Chinese investments in U.S. high-tech industries. The 
European Union (EU) has also proposed introducing tariffs on U.S. goods, such as bourbon whiskey, orange 
juice, and motorcycles, in retaliation to President Trump threatening to slap a 20% tariff on all imported EU 
cars. Yields have remained virtually unchanged on the week after seeing mid-week volatility. Oil saw a big 
move higher this week following recent weakness. Oil prices have been depressed by the expectation of 
more supply to enter the market from Saudi Arabia and Russia, but this week's OPEC meeting resulted in 
less new supply than expected.  

On the economic front, housing market data showed moderation in activity and that supply conditions 
remain very tight overall. Meanwhile, a key regional manufacturing gauge slowed to its lowest level since 
November 2016. The Conference Board Leading Economic Index® also moderated in May, but still 
suggested above-average economic growth lies ahead. Next week will bring the third estimate of the first 
quarter’s economic growth. We also get personal spending and income data and final consumer sentiment 
readings for June. New and pending home sales are due as is the latest durable goods orders and a 
manufacturing gauge for the Midwest.  

Trade-tariff talks and related uncertainty continue to weigh on market sentiment. Meanwhile, the 
fundamental backdrop remains quite healthy in our view, particularly in the U.S., which is on pace to see a 
strong pickup in growth during the second quarter. We are likely in the mid-to-late stages of the current U.S. 
economic expansion. This does not necessarily mean that the expansion will end soon. It could continue for 
another year or more. It does likely mean that the Fed will continue to raise its target interest rate. It also 
may mean equity-market volatility will remain high. We continue to watch the path of interest rates and 
believe sudden increases have the potential to keep a lid on stock market gains. We think the Fed will move 
at least one more time this year, likely in September. A hike in December is still in doubt in our view, even 
though the Fed's recent forecast suggested two more rate hikes this year. Long-term interest rates have 
come down a little with the added uncertainty, but they remain near 7-year highs.  

Our indicators continue to suggest a low risk of recession unfolding in the U.S. over the next several 
months and we believe the overall environment remains favorable for risk assets. As a result, we continue to 
tilt the dynamic sleeve towards equities, recognizing that the risks may begin to rise later this year. Some of 
these risks include the potential for earnings disappointments in the second half of the year and a faster 
pace of interest rate increases. Slowing economic activity overseas remains something to watch as well and 
there remains the geopolitical environment. U.S. mid-term elections could be another source of risk for 
markets. Longer-term, high levels of debt and central banks with little ammunition to address any downturn 
are key concerns of ours. A more balanced positioning between stocks and bonds in the dynamic sleeve 
may be warranted sometime this year, but our indicators and analysis do not suggest a change just yet. As 
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always, we closely monitor our various indicators and market conditions for signs that the risk environment 
warrants a position change.    

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. 


