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June 30th, 2017  
 

Weekly Market Update 
 

Continued weakness in technology stocks and the recent hawkish tone coming from a few central banks 
provided a negative backdrop for most asset classes over the past week. The S&P 500 Index fell 0.6%, the 
Dow Jones Industrial Average slipped 0.2%, the Nasdaq Composite lost 2.0% and the Russell 2000 Index of 
small-cap stocks was up 0.4%. Outside of the U.S., a proxy for developed international markets, the iShares 
MSCI EAFE exchange-traded fund finished the week 0.1% higher while a proxy for emerging markets, the 
iShares MSCI Emerging Markets exchange-traded fund, lost 0.2% on the week.  

The yield on the 10-year U.S. Treasury jumped 16 basis point to 2.30% while the 2-year U.S. Treasury 
yield rose 4 basis points to 1.39%. Oil prices ended their losing streak, rebounding 7.2%. Meanwhile, gold 
was off 1.2% and the S&P GSCI, which measures the returns on a basket of commodities, rose 5.3%.  

After modest equity-market gains on Monday and long-term U.S. Treasury yields hitting their lowest 
levels of the year, both bonds and stocks worldwide sold off on Tuesday amid concerns that the European 
Central Bank could be moving to a less accommodative monetary policy stance sooner than expected. ECB 
president Mario Draghi fueled this speculation when he provided an upbeat view of Europe's economy and 
that he saw the recent downturn in inflation data as temporary. News that the Senate would delay its vote on 
healthcare also weighed on market sentiment. Wednesday saw a modest rebound after the Federal 
Reserve's annual stress-test report on a number of U.S. banks showed no bank failing and overall healthy 
capital conditions across the U.S. banking system. The weakness resumed on Thursday with technology 
stocks continuing to drag down the broader markets. Yields continued to move higher as well. Friday's 
market action was somewhat calmer with the broad market eking out a small gain.   

In economic news during the week, durable goods orders fell for the second straight month and missed 
expectations, but the year-over-year trend in capital expenditures remained positive. Consumer sentiment 
indicators remained near recent highs, suggesting above average economic growth. "Soft" data points such 
as these have not yet been confirmed by "hard" economic data, bringing into question the notion that 
sentiment could sour should the hard data fail to accelerate. Pending home sales posted their fourth decline 
in the past five months, suggesting the "possible topping off in sales," according to National Association of 
Realtors. Low inventory, particularly at the lower end of the market, continues to pose a headwind for sales 
activity. First quarter economic growth in the U.S., came in at 1.4%, much higher than the initially estimated 
0.7%. Stronger personal consumption and exports were the primary reason for the upwardly revised annual 
growth rate. The Chicago region manufacturing gauge unexpectedly accelerated in June, hitting its highest 
level since May 2014. Lastly, the Fed's preferred inflation measure, the core PCE Index, which strips out 
food and energy prices, remained relatively benign. This suggests the Fed can be patient with further rate 
increases. Next week, markets will be closed on Tuesday for July 4th holiday. We will get some key 
economic data points however, including ISM's manufacturing and service sector activity gauges and June's 
nonfarm payroll report. The minutes from the latest FOMC monetary policy meeting will also be released.  

This past week marked one of the more up-and-down weeks of the year for financial markets while 
possibly providing us with a preview to how markets, particularly the bond market, might react should the 
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Fed raise rates at a faster pace than currently expected. Long-term rates in the U.S. have remained 
relatively low amid concerns over economic growth and skepticism over the Fed raising interest rates again 
this year. Another factor that has weighed on interest rates across the globe has been the waning 
inflationary pressures and the notion that the ECB is a ways away from ending its bond purchasing program. 
Even though the ECB lowered its monthly purchase amount in March, further tapering is not widely expected 
until next year. If this week's jump in global interest rates is any indication, Draghi's recent comments may 
have put that notion in jeopardy. An earlier tapering would likely mean higher interest rates worldwide and 
adds to our belief that we will likely see upward pressure on interest rates as the second-half of the year 
unfolds. Still, even with this week's modest decline, the S&P 500 is off just 1.2% from its all-time highs. 

We continue to hold the view that the current environment is supportive for risk assets with our indicators 
pointing to a low risk of a recession unfolding over the near term. Economic growth abroad has shown signs 
of picking up, corporate earnings continue to recover, inflation remains relatively low and market sentiment 
has taken on a more cautious tone. Elevated valuations across asset classes and what may be overly 
optimistic earnings estimates for the second-half of the year remain key concerns of ours. We believe a 
faster pace of rate hikes from the Fed and lack of progress towards real corporate tax reform in Washington 
represent other potential challenges for equity markets as we hit the halfway point of 2017. But overall, we 
do not see these challenges sparking a sharp correction given the relatively healthy fundamental backdrop.  

Valuations abroad are more attractive to us than those of U.S. stocks, leaving us to believe there is a 
greater potential for U.S. markets to underperform their non-U.S. counterparts over the near term. We 
expect the abnormally low volatility to pick up in the months ahead and that any near-term pullback in equity 
prices would represent a healthy development that could serve to extend the life of the current bull market. 
With that said, we continue have an international tilt in our dynamic positioning while also favoring corporate 
credit and small-cap stocks. We believe this is consistent with our macroeconomic outlook and assessment 
of the overall environment.       

We continue to look for opportunities to shift our dynamic weightings as the environment dictates. 
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. 


