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March 29th, 2018  

Weekly Market Update 
 

Markets opened the week with sharp gains as trade war fears waned following reports that China and 

the U.S. were in talks over trade policies. But the strong start to the week for U.S. equity markets fizzled 

mid-week as sentiment for technology stocks turned sour amid continued public scrutiny over Facebook's 

data policies. Concerns over the potential for greater regulatory control in the tech sector overall also 

weighed on sentiment. This negative sentiment spilled over to the broader equity market Tuesday and 

Wednesday. Despite the mid-week weakness, markets finished on a strong note, eking out modest gains on 

the week. Interest rates fell during the week with the 10-year U.S. Treasury yield hitting its lowest level since 

late January as market participant enthusiasm for equities remained somewhat in-check. U.S. markets are 

closed Friday for a holiday. 

On the economic front, we saw consumer sentiment readings slip from multi-year highs while 

manufacturing activity softened a little. Housing data rebounded unexpectedly and the final revision to the 

fourth quarter GDP numbers showed stronger growth than initially reported. The U.S. economy grew at a 2.9 

percent annualized rate during the fourth quarter, which is close to the 3.2 percent and 3.1 percent levels 

seen during the prior two quarters.1 This suggests to us that the U.S. economy had consistent momentum 

for much of last year. So far in 2018, early indications suggest we are seeing some of that momentum slow, 

but it is important to note that the first quarter has been one of the weaker quarters over the last several 

years and it does not look like that pattern is shifting. Nevertheless, our indicators continue to suggest a low 

risk of a recession unfolding over the next several months. On the inflation front, the Fed's preferred inflation 

reading, the PCE Index, showed that inflation remains relatively benign. This suggests the Fed can maintain 

its gradual pace of interest rate increases. Next week's economic calendar brings key readings on 

employment and business activity. 

We are not surprised by the recent bout of volatility in global financial markets and view the weakness as 

a normal correction in what remains a solid uptrend for stock prices. We have not seen equity market 

volatility and weakness like this since mid-to-late 2016. And while this may seem out of place, it is closer to 

normal. Last year's abnormally low volatility was what was out of place. While we believe more volatility lies 

ahead as market participants adjust to the idea of higher interest rates and less monetary policy 

accommodation worldwide, the global economic backdrop remains healthy and supportive of risk assets in 

our view. Equity market valuations are elevated but they are more appealing to us now than they were in 

January. In addition, earnings momentum has picked up. We continue to believe that the key risks to equity 

markets is the potential for a more aggressive path of interest rate hikes from the Fed and disappointing 

earnings news. U.S. mid-term elections could be a source of volatility later in the year as well. Bonds remain 

relatively expensive and less appealing to us given our view that interest rates are likely headed higher. As a 

result, our dynamic positioning continued to favor equities over bonds and international stocks over U.S. We 

are closely watching our indicators for evidence of a deteriorating economic and fundamental backdrop with 

such an event potentially warranting a more defensive positioning. 

                                                           
1 Performance, economic, and market statistics were provided by Yahoo Finance and Ned Davis Research 
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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. 
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