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April 13th, 2018  

Weekly Market Update 
 

Global equity markets posted gains during a week that saw easing trade tensions and geopolitical 
concerns re-emerge. The week began on an upbeat note as trade tensions between the U.S. and China 
appeared to soften some following Chinese President Xi's "conciliatory" speech on Tuesday. Though 
Chinese officials have rejected that interpretation, markets viewed the developments as positive. The 
potential for U.S. military action in Syria and harsh rhetoric from Russia, however, weighed on markets mid-
week. Meanwhile, technology stocks saw somewhat of a reprieve from the recent bout of weakness as 
Facebook CEO Mark Zuckerberg was widely seen as doing a good job in his testimony on data privacy 
before Congress. The potential for increased regulatory scrutiny for the tech sector remains on the minds of 
many market participants. Investors digested some positive earnings news our of the banking sector on 
Friday as the earnings season kicked off. 

In economic news, small business optimism fell, inflation remained contained and a preliminary read on 
consumer sentiment showed that consumer enthusiasm may be lessening some. Focus this week was 
largely on inflation data and the Fed's monetary policy meeting minutes as market participants tried to gauge 
the potential for higher interest rates. While inflationary pressures have been elevated in recent months and 
could rise further, inflation is unlikely to surge to a level that would be worrisome to us. However, the uptick 
in inflation does suggest the Fed can continue to raise its target interest rate. The minutes from the Fed's 
March monetary policy meeting suggested to many that the Fed is leaning towards a faster pace of interest 
rate increases. Many committee members gave an upbeat assessment of the economy and conveyed 
confidence that inflation will soon reach the Fed's 2% target. The futures market responded by pricing in a 
greater chance of four rate hikes this year while yields across the U.S. Treasury curve rose. Next week, the 
economic calendar includes a few regional manufacturing gauges, retail sales figures and data on the 
housing market. In addition, the first quarter earnings season begins to ramp up.  

Market participants remain a little anxious amid some trade policy uncertainty and geopolitical rumblings 
in the Middle East. Some investor sentiment surveys have fallen into the "excessive pessimism" zone as a 
result. Contributing to the negative mood has been some softer economic readings, namely out of Europe.  
But with the earnings season upon us, there is the potential for the mood to change in our view. We could 
see a near-term boost in equity prices given both the overly pessimistic sentiment and the potential for 
positive earnings surprises. Couple this with the fact that the S&P 500 Index has bounced off a key technical 
level and the market may be trying to complete a near-term bottoming phase. Regardless of the where 
equity prices head in the coming weeks, we expect volatility to remain high relative to last year.  

We do not see the current downturn as the beginning of something more ominous. We are late in the 
economic cycle that likely has more room to run as our indicators continue to suggest a low risk of a 
recession unfolding this year. We think this means stock prices are more likely to move higher over the near 
term. We acknowledge the potential for risks to rise as the year progresses and expect to make portfolio 
changes when we deem appropriate. For now, more reasonable equity valuations and the positive economic 
backdrop leaves us favoring risk assets in our dynamic positioning.  
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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. 

 


