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November 24th, 2017  
 

Weekly Market Update 
 

Happy Thanksgiving! Markets closed the holiday shortened week higher with some new highs being 
recorded. The S&P 500 Index and the Dow Jones Industrial Average finished the week 0.9% higher, while 
the Nasdaq Composite rose 1.6%. The Russell 2000 Index of small-cap stocks added 1.8%. Outside of the 
U.S., a proxy for developed international markets, the iShares MSCI EAFE exchange-traded fund finished 
the week 2.1% higher while a proxy for emerging markets, the iShares MSCI Emerging Markets exchange-
traded fund, gained 1.9% on the week.  

The yield on the 10-year U.S. Treasury fell 1 basis point to 2.34% while the 2-year U.S. Treasury yield 
gained 2 basis points to 1.75%. Oil prices rebounded 3.7% while gold lost 0.6%. The S&P GSCI, which 
measures the returns on a basket of commodities, was up 1.4%.  

Stocks in the U.S. made gains to start the week primarily on the heels of stronger-than-expected 
economic data. Political uncertainty out of Europe resurfaced as negotiations to form a coalition government 
in Germany failed, increasing the odds of another round of elections within the next several months. It is not 
yet clear whether we will see new elections soon, the formation of a caretaker government or some other 
coalition emerge. A caretaker government seems to be the less palatable option as it would suggest 
Germany's progress towards economic reforms could slow. Still, most European markets took the news in 
stride and actually gained ground Monday into Tuesday, but the euro weakened versus the U.S. dollar. In 
the U.S., markets rallied to new all-time highs, driven in part by a rebound in existing home sales. 
Wednesday saw losses in the U.S. while European and Asian markets posted modest gains. With the U.S. 
and Japanese markets closed on Thursday, notable weakness emerged in China amid increased 
government regulatory crackdown on lending markets. Officials are attempting to rein in lending activities, 
which have surged over the last few years, namely in the property market. Friday saw modest rebounds in 
Asian markets while U.S. stocks hit another record high amid optimism over the holiday shopping season. 
Friday also saw a report that Germany's Social Democratic Party (SDP) may have had a change of heart in 
regards to forming a coalition government with Merkel's party. Some SDP leaders indicated new terms 
would be required, so there is some uncertainty over how another round of negotiations could go.  

  On the economic front, the index of leading indicators jumped in October, which was the 14th 
consecutive monthly increase. This suggests continued momentum for the U.S. economy early in the fourth 
quarter. Existing home sales came in a little better than expected, rising the most in seven months even as 
inventories remain very tight. Durable goods orders disappointed, falling for the first time in three months. 
Other readings within the report suggested modest pullback in business spending, but the overall trend 
remained positive. A lot of end of month economic releases are due out next week. The second estimate of 
the third quarter's GDP numbers are due. New and pending home sales are also on the docket and we get 
the latest S&P Case-Shiller Home Price Index. Consumer confidence and the Fed's Beige Book are also 
due. Rounding out the busy week is personal consumption expenditures and some manufacturing survey 
data. Lastly, the Senate may vote on its tax reform bill. Republicans can only lose two votes, so it is likely 
going to be touch and go.   



 

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. 

As U.S. equity markets inch to new highs so does the general nervousness over high valuations and the 
abnormally low volatility. The third quarter's earnings season has been described as "stellar" by some 
analysts and we would have to agree. Growth was better than initially forecasted and forward guidance has 
been encouraging. Nevertheless, we remain somewhat concerned over what we see as a rising potential for 
earnings to disappoint in the coming quarters. Risks appear to us to be a little higher for the latter half of 
2018 amid tougher year-over-year comparisons. Still, a tax reform bill could provide a modest boost to 
earnings and result in higher earnings growth than currently estimated.  

Speaking of tax reform, there remains some uncertainty over the Republican's ability to get a bill passed 
in the Senate. The Senate is likely to vote soon on its tax bill, which differs in some key areas to the House 
bill that passed mid-November. Should the Senate get a bill through, differences between the two bills will 
need to be reconciled before a final bill makes its way to President Trump's desk. The progress made so far 
is encouraging, but there is still some ways to go. Nevertheless, we think something gets done. There is too 
much at stake for Republicans if they fail.  

Besides politics, the Federal Reserve remains a main focus. Markets expect the Fed to lift its key 
benchmark interest rate when it meets in mid-December. And while the market-priced odds of another rate 
hike by March have risen, there remains some skepticism that the Fed will lift interest rates as aggressively 
as the Fed's own estimates suggest. In summary, a faster pace of rate hikes from the Federal Reserve than 
the market currently expects, disappointing earnings growth over the next few quarters and a lack of 
meaningful corporate tax reform remain some of the key near-term risks. But the global economy is in good 
shape at the moment and we continue to see evidence that growth could pick up over the near term. Our 
indicators continue to suggest a relatively low probability of a recession unfolding over the next several 
months. Barring any geopolitical or unforeseen shock, we believe the positive economic momentum is likely 
to continue and that any near-term pullback in equities would likely be short lived. 

While we remain concerned about elevated valuations across asset classes and recognize the potential 
for a near-term pullback in equity prices, the economic and fundamental environment remains favorable for 
greater exposure to risk assets in our view. As a result, we continue to favor stocks over bonds and have a 
tilt towards international equities in our dynamic positioning. We think this is consistent with our 
macroeconomic outlook and assessment of the overall environment. 

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. 

 

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. 


