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September 8th, 2017  
 

Weekly Market Update 
 

Rising geopolitical tensions and two Hurricanes helped push U.S. stocks lower during the week. The 
S&P 500 Index fell 0.6%, the Dow Jones Industrial Average lost 0.9%, the Nasdaq Composite dropped 1.2% 
and the Russell 2000 Index of small-cap stocks finished 1.0% lower. Outside of the U.S., a proxy for 
developed international markets, the iShares MSCI EAFE exchange-traded fund finished the week 0.8% 
higher while a proxy for emerging markets, the iShares MSCI Emerging Markets exchange-traded fund, fell 
0.6% on the week.  

The yield on the 10-year U.S. Treasury fell 10 basis point to 2.06% while the 2-year U.S. Treasury yield 
declined 8 basis points to 1.27%. Oil prices rebounded 0.5% and gold gained 1.6%. The S&P GSCI, which 
measures the returns on a basket of commodities, rose 0.2%.  

Equity markets got the holiday-shortened week off to a poor start following reports North Korea tested a 
large nuclear device over the U.S. Labor-Day weekend. The "hermit" kingdom also indicated more 
intercontinental ballistic missile tests could come fairly soon. The simmering political tensions helped 
perceived "safe-haven" assets, like U.S. Treasuries and gold, rise on Tuesday. Wednesday saw modest 
rebounds in equity prices as President Trump and Democrat leaders agreed to extend the U.S. debt-ceiling 
limit until mid-December. On Thursday, focus turned to the European Central Bank's monetary policy 
meeting, which proved to be somewhat of a nonevent. The ECB left rates unchanged as expected and 
provided very little information on when it might taper its bond purchase program. It would appear any new 
information will have to wait until they meet again, which is in late October. The euro surged to a two-year 
high versus the dollar on the news and European markets finished mostly higher on Thursday. U.S. stocks 
were mixed, however. As the House of Representatives early Friday passed the storm-relief bill that 
included the debt-ceiling increase and government funding, stocks wavered amid weakness across 
insurance companies. Concern over widespread devastation from Hurricane Irma weighed on the sector and 
market sentiment. The Hurricane is expected to hit southern Florida on Sunday. 

In terms of the U.S. economy, we saw more evidence that the current expansion remains relatively 
healthy. While factory orders fell sharply in July, a key proxy for business spending was revised to its highest 
level in six months, a sign that capex may finally be picking up. The ISM services index improved in August 
and we saw hiring pick up across that sector. The Fed's Beige Book provided evidence of strong hiring and 
labor shortages across the various Federal Reserve districts. Overall, the Beige Book indicated a modest 
pace of economic growth, generally in line with the data we have seen lately. Upwardly revised figures on 
second quarter U.S. productivity revealed overall productivity gains hit their fastest year-over-year pace in 
two years. While encouraging, productivity remains relatively low, which could mean lower long-term 
average economic growth. Some are attributing the downshift in productivity since the turn of the century to 
aging demographics, which might suggest these challenges are structural and potentially long lasting. 
Weekly jobless claims surged higher over the latest week due to Hurricane Harvey. Historically, jobless 
claims have jumped around natural disasters, but have also subsequently returned to their previous trend 
lines shortly after. While we could see claims move even higher over the short-term given Hurricane Irma,  



 

Patricia Kummer, CFP  Certified Financial Planner  8871 Ridgeline Boulevard, Suite 100  Highlands Ranch, Colorado 80129 
TEL 303-470-1209  FAX 303-470-0621  1-877-767-0763  www.kummerfinancial.com 

Advisory services offered through Kummer Financial Strategies, Inc., a SEC registered investment advisor. 

we would expect jobless claims to return to the levels seen prior to either storm. Next week, wholesale and 
retail inflation numbers are due, along with retail sales figures, September's preliminary sentiment numbers 
from the University of Michigan and industrial production data.  

Congress returned from its summer recess this past week and surprisingly got something accomplished 
on somewhat of a bipartisan basis. While the passing of the storm-relief, debt-ceiling limit bill means a 
government shutdown next month has been averted, the package only delays the debate on the debt-
ceiling. Given this, we think this debate and discussions on other Trump/Republican agenda items will 
remain a potential source of equity-market volatility in the months ahead. It is likely going to be a busy fall for 
Congress with the markets remaining focused on progress made with corporate tax reform and 
infrastructure spending. Any perceived progress towards getting something meaningful done could help 
push risk assets higher.  

Overall, markets have behaved relatively well despite navigating natural disasters, geopolitical tensions 
and political and monetary policy uncertainty. This is largely because of the healthy economic backdrop in 
our view. Interest rates have remained surprisingly low with the latest downturn suggesting to us that the 
market is very skeptical of another rate hike occurring this year. Further softness in inflation or economic 
sluggishness resulting from natural disasters could keep the Fed on the sidelines, but we would expect a 
near-term move to unwind its balance sheet. This could put upward pressure on long-term interest rates 
over the remainder of the year. The Fed meets in a couple of weeks, so we may find out their plans 
relatively soon. 

We still think the risks of a near term pullback are elevated and that such a decline would represent a 
buying opportunity given what appears to us to be a favorable economic backdrop worldwide. Valuations 
remain somewhat of a concern for us, but the low inflation low interest rate environment and the fact that 
several of our economic indicators continue to suggest a low risk of a recession unfolding over the next 
several months leaves us favoring risk assets at this time. The key near-term risks to the economy and the 
stock market in our view surround an unforeseen geopolitical shock, disappointing earnings growth over the 
second half of the year, gridlock in Washington over the debt ceiling and other policy initiatives, and a faster 
pace of policy normalization from the Fed and other central banks.  

Our fundamental and technical indicators have not yet suggested to us that we are at a turning point in 
the risk environment. Longer term, non-U.S. equities remain more attractive from a valuation perspective 
and we think they are likely to outperform over the next few years. As a result, we continue to maintain our 
international tilt in our dynamic positioning. We also have maintained our overweight to corporate credit but 
recently reduced our exposure to small-cap equities in favor of short-term U.S. Treasuries. We believe this is 
consistent with our intermediate-term macroeconomic outlook and assessment of the overall environment 
over the next several months. 

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. 
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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.   

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


