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Weekly Market Update 

 
U.S. equity markets finished the week mostly lower on mixed earnings news and rising yields. The 

S&P 500 Index fell 0.7% while the Nasdaq Composite dropped 1.3%. The Dow Jones Industrial 
Average managed to finish 0.1% higher on the week. The Russell 2000 Index of small-cap stocks 
declined 2.5%. Non-U.S. markets lost ground as well. The iShares MSCI EAFE exchange-traded fund 
fell 0.7% and the iShares MSCI Emerging Markets exchange-traded fund lost 1.8% on the week.  

The yield on the 10-year Treasury rose 11 basis points to 1.85% while the 2-year Treasury yield 
added 3 basis points to 0.86%. Oil prices posted their worst weekly decline since mid-September, 
falling 4.4%. Gold prices added 0.7% on the week, while the S&P GSCI, which measures the returns on 
a basket of commodities, finished 1.5% lower.  

For much of the week, markets once again traded in a tight range amid a plethora of earnings 
news, a sprinkling of M&A activity and some positive data on the U.S. economy. On Monday, stocks 
pushed higher to start the week on news of a large merger in the telecommunications and media 
space. Economic data out of Europe and Japan also provided a positive backdrop early in the week. A 
mixed bag of earnings reports and rising bond yields sapped the upward momentum Tuesday into 
Thursday. Concerns about inflation picking up and the Fed lifting rates soon, along with some relatively 
upbeat economic data helped push yields worldwide to their highest levels since late May Thursday into 
Friday. Stocks finished the week near their lowest levels since early October amid mixed earnings 
reports and news that the FBI was reopening its probe into Hillary Clinton’s emails, something that 
could add more uncertainty around the outcome of the U.S. elections. 

In economic news, consumer confidence retreated in October to a three-month low. This may be a 
sign that the consumer is becoming fatigued at this point in the recovery as other readings that 
measure consumer attitudes have been slightly weaker as well. This suggests to us that consumer 
spending could moderate some over the near term. The pace of new home sales over the last few 
months proved to be slower than previously estimated, but overall sales remain in a sustained uptrend. 
Home prices as measured by the Case-Shiller Index continued to show a modest year-over-year 
increase while pending home sales rebounded in September as high contract signing activity continued 
amid tight inventories. Elsewhere, a few key manufacturing and service sector surveys showed activity 
picking up and durable goods orders edged lower in September, but topped expectations while 
previous months were revised higher. Lastly, the first estimate of the third quarter’s GDP showed that 
the U.S. economy grew at a 2.9% annualized rate. This was faster than the 1.4% pace seen during the 
second quarter and the 2.5% that was expected in the third quarter. The 2.9% also represents the 
fastest pace of economic growth since the third quarter of 2014.  
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Next week’s economic calendar is full while earnings season continues to roll on. Personal income 
and spending data, the Fed’s favored inflation gauge – the PCE Price Index –, and regional and 
national manufacturing and services indexes are just some of the key data points likely to garner 
market participant’s attention. The Federal Reserve meets on monetary policy as well. While we do not 
expect the Fed to move on interest rates when it meets on Tuesday and Wednesday, we think they are 
likely to provide commentary that strongly suggests a rate hike is likely sooner than later.  

Equity markets do not seem to be able to catch a sustainable bid these days as cautiousness 
remains a key theme. Despite this, the S&P 500 Index is down less than 3% from its all-time closing 
high. As we expected, elevated valuations combined with uncertainty surrounding earnings and 
concerns of an impending rate hike are keeping a lid on a sustainable equity-market rally at this time. 
From a technical perspective, gains have been consolidating, but the recent decline through a key 
near-term technical level may mean we could see more weakness ahead before we see equity prices 
move to new highs. Volatility has not picked up yet, but with the U.S. elections less than 10 days away 
and with its still uncertain outcome, we think there is a good chance volatility could rise over the next 
couple of weeks and remain higher as we head into the end of the year. Overall, the U.S. economy 
remains in good shape in our view and the global economy is showing some signs of improving. We 
think the Fed is likely to lift interest rates in December with the pace of subsequent rate hikes likely to 
be very gradual. Uncertainty around the pace of hikes will keep market participants anxious in our view.  

Despite what we see as elevated valuations across asset classes, we still have a favorable view of 
risk assets. On balance, our indicators suggest to us that the backdrop for equity markets and other risk 
assets remains positive and we continue to hold a favorable view of stocks over bonds in general, 
preferring corporate credit over government debt. We believe the potentially higher volatility could 
provide both tactical and long-term opportunities for investors. For more information on our outlook, 
please visit the Research section of our website for our quarterly economic update and asset allocation 
commentary. 

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. 


