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Weekly Market Update 

 
We emailed our client survey on November 11th and wanted to remind everyone to complete the 

survey when you have a moment. It should only take a few minutes and we appreciate your feedback. 
If you do not have the link, please find it at our website within the Client Center page on our KFS Client 
Access Only section or contact our office and we will resend.  

Focus this past week remained largely on the recent U.S. elections and what a Republican 
controlled government could mean for the U.S. economy. For the most part, stocks finished the week 
higher. The S&P 500 Index added 0.8%, the Dow Jones Industrial Average gained 0.1%, the Nasdaq 
Composite rose 1.6% and the Russell 2000 Index of small-cap stocks advanced 2.6%. Meanwhile, the 
iShares MSCI EAFE exchange-traded fund fell 1.5% while the iShares MSCI Emerging Markets 
exchange-traded fund inched 0.2% higher on the week.  

The move towards higher yields continued this past week with the yield on the 10-year Treasury 
adding another 22 basis points to 2.34%, its highest level of 2016. The 2-year Treasury yield rose 14 
basis points to 1.06%. Oil prices rebounded 4.9% while gold prices dropped 1.3%. The S&P GSCI, 
which measures the returns on a basket of commodities, finished 2.4% higher.  

Equity markets remained somewhat volatile this week as speculation on what a Trump 
Administration means for different asset classes, sectors and regions of the global economy continued. 
The week started off on a negative note as U.S. Treasury yields jumped higher. Speculation that we 
could see higher inflation, more government spending and faster growth have been the primary drivers 
of the recent selloff in the bond market. On Tuesday, markets rallied on stronger-than-expected 
economic data and a sharp rebound in crude oil prices. U.S. equity prices managed to finish little 
changed on Wednesday while gaining ground on Thursday despite Fed Chairperson Janet Yellen’s 
testimony before Congress in which she hinted that a December rate hike is likely. She also expressed 
concern about risks to the economy and financial stability if by further delaying a rate increase the Fed 
is forced to raise rates at a more aggressive pace than currently forecasted. They expect to raise rates 
very gradually. By week’s end, the fed funds futures market was pricing in more than a 90% chance the 
Fed raises rates at its December meeting. U.S. equity markets spent Friday giving back some of the 
week’s gains on little news and as U.S. Treasury yields reached their highest levels of the year.  

In a busy week of economic releases, we saw signs of strength, most notably in the housing 
market. Housing starts hit their highest level in nine years, surging over 25% in October. Building 
permits were also higher, both indicating that positive momentum in the housing sector continues. 
Retail sales rose more than expected in October, posting back-to-back gains for the first time since 
April 2014 and suggesting continued upward momentum for the U.S. economy early in the fourth 
quarter. On the inflation front, the headline Producer Price Index was unexpectedly flat in October while 
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the core measure, which strips out food and energy prices, unexpectedly fell. Meanwhile, consumer 
prices rose the most in six months in October while the core reading rose less than expected and 
slowed to 2.1% year-over-year. Both readings suggest inflation remains relatively modest while 
pressures may be gradually building. Neither suggest the Fed should hold on raising rates in 
December. The Empire Manufacturing Index rebounded strongly in November, showing a pickup in 
activity. The Philadelphia Fed manufacturing activity gauge also revealed expanding activity while 
industrial production was a little weaker than expected. Lastly, weekly initial jobless claims hit their 
lowest level since 1973, pointing to very tight conditions in the labor market. Next week, new and 
existing home sales are due. We also get durable goods orders, final University of Michigan Sentiment 
for November and the minutes from the Fed’s latest monetary policy meeting. 

Global financial markets are still reeling from the surprising election results in the U.S. as 
uncertainty surrounding how President-elect Trump will govern continues to drive market sentiment. 
Emerging markets have suffered since the election and non-U.S. developed markets have been mixed 
with Europe lagging behind Japan, which has performed relatively well since the beginning of 
November. The U.S. dollar has risen, along with U.S. Treasury yields, while yields outside of the U.S. 
have been heading higher. We have been expecting a higher move in interest rates and have thus 
attempted to minimize our exposure to long-term U.S. Treasuries since early summer. The rise has 
been sharp and sudden, suggesting to us the move may be a bit overdone, at least over the short term. 
We think it is still too early to say whether a sustainable new uptrend in rates has begun. It is 
noteworthy that long-term rates have broken above a key trend line. 

Meanwhile, stocks in the U.S. are flirting with new all-time highs after hitting a 4-month low in early 
November. We expect to see more volatility in the months ahead largely because of uncertainty 
surrounding the pace of interest rate hikes from the Fed. We continue to believe the Fed is going to 
raise rates in December and that subsequent rate hikes will be very gradual given what we see as 
continued uneven economic growth and modest inflationary pressures. Elevated valuations and a 
clouded earnings picture could also drive volatility higher. The downtrend in earnings lessened 
considerably during the third quarter, but remained negative for the sixth-straight quarter while 
company forward guidance was more downbeat. Overall, we believe the U.S. economy remains in 
good shape. Add the fact that the global economy continues to show signs of improvement and we 
think the environment remains favorable for risk assets. 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.  
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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. 

 


