December 14, 2018 

Dear Investors,  
It was another extremely volatile week for stocks with a large degree of whipsawing intraday price action. The week started with the Dow Jones Industrial Average extending its short-term oversold position by falling nearly 500 points only to see the Blue Chip index rally 700 points to finish the day higher.  As suggested by market technical indicators last week, the markets zig zagged higher into Wednesday’s close only to finish the week in the red once again.  The markets have been setting a series of lower highs and lower lows with each sub-wave. Following the markets’ February lows earlier this year, I wrote that the technical market indicators warned that more downside was likely after a retest of the market highs.  The bounce was prolonged over the next six months but once again the technical damage of the October and November declines bolstered the argument for retesting and taking out the February lows.  I have been suggesting that the S&P 500 index could reach 2,550 or lower for several weeks.   
After losing nearly 500 points on Friday, the Dow Jones Industrial Average ended the volatile week down 288.44 points, or -1.2%, to close at 24,100.51, and is down 2.5% this year.  The S&P 500 Index lost 2.0% on Friday to post a 33.13 point, or -1.3%, decline for the week to close at 2,599.95, and is down 2.8% this year. The NASDAQ Composite lost 2.25% on Friday and lost 58.59 points, or -0.8%, for the week to close at 6,910.66, and is up just over a tenth of one percent after being up nearly 20% three months ago.  The Russell 2000 was the biggest percentage loser of the week again, losing 37.28 points, or -2.6%, this week to close at 1,410.81, and is down 8.1% this year.   Gold slipped $11.30 this week to close at $1,238.10, and is down 5.2% this year.  
Contrary to the stock markets’ reaction over the last two weeks, the U.S. economic data has been relatively strong.  In fact, November retail sales data was better than expected.  Was that because of consumer optimism or the fact that the holiday shopping season started a week early due to an early Thanksgiving?  In spite of the strong sales data, the sell-off was sparked by weaker than expected economic data from China that could signal a global slow down.  A global slow down as the U.S. yield curve is inverting could increase the probability of a recession.  This week the Federal Reserve is expected to raise interest rates.  The “experts” are split on whether or not the Fed will actually raise interest rates in light of the recent market plunge. The Federal Reserve should not be making monetary policy decisions based on the stock market.  The monetary policy should be based on employment and inflation.  The current tightening policy has already hit the housing market hard and will slow the economy.   If the Fed does increase the over night lending rate and softens its stance on future rate hikes, then we could see a brief decline followed by a year-end rally from oversold conditions.  If the Fed does not raise rates, then we could see a year end rally.  The common element here is that I believe in either case the markets are near a short- term bottom, which coincides with technical indicators.
From a technical aspect, there is room for more downside but a corrective bounce within wave (3) down should begin soon.  A technical bounce could finish the month into the next Fibonacci phi mate date of December 27th.  It will be important to watch the early trading this week.  If the S&P 500 drops below 2,550, then selling could accelerate down to the 2,500 level.  If there is a bounce on Monday, then we could see a decline on Wednesday if the Fed raises interest rates.  Therefore, as long as the S&P stays above 2,500 there is a strong possibility that the markets could start a year-end rally into the Fibonacci date.  The disastrous alternative would be that the markets continue to fall into the Fibonacci date to complete wave (3) down. 

Over the last nine years, the markets have steadily moved higher and most have forgotten about the 38% decline in 2008.  The Federal Reserve has changed the game and most do not understand what is happening.  Just about every decade has seen a double-digit market decline in a given year. It is extremely important to be proactive with your portfolio as the possibility of a market crash increases.  It may be time to protect your retirement assets rather than growing them.  Procrastination and hope do not make a retirement or estate plan.  Most retirees fear the possibility of running out of money. By reallocating some of your investments, you can have a comfortable feeling instead. We are setting up evening and weekend appointments to address client concerns.  Please call our office or email info@summitasset.com to set up an appointment to see how you may benefit from the new tax law.
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You cannot invest directly in a market index; market indices are for benchmark purposes.  The information in this market commentary is obtained from various news sources, Stockcharts.com and technicalindicatorindex.com. 

Fibonacci Phi Date (also known as Fibonacci Time Extensions) is a technical indicator used to seek to identify the timing of significant price movement in the market, and is based on the Fibonacci Number Sequence.

The Hindenburg Omen is a combination of technical factors that attempt to measure the health of the NYSE, and by extension, the stock market as a whole.  The goal of the indicator is to signal increased probability of a stock market crash.

The McClellan Oscillator is a market breadth indicator used in technical analysis by financial analysts of the New York Stock Exchange to evaluate the balance between the advancing and declining stocks.

The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any individual.  To determine which investment(s) may be appropriate for you consult your financial advisor prior to investing.

The economic forecasts set forth in the presentation may not develop as predicted and there can be no guarantee that strategies promoted will be successful. All performance referenced is historical and is no guarantee of future results.

The Standard & Poor’s 500 Index is a capitalization weighted index of 500 stocks designed to measure performance of the broad domestic economy through changes in the aggregate market value of 500 stocks representing all major industries.

The Dow Jones Industrial Average is comprised of 30 stocks that are major factors in their industries and widely held by individuals and institutional investors.

The NASDAQ Composite Index measures all NASDAQ domestic and non-U.S. based common stocks listed on The NASDAQ Stock Market.

The Russell 2000 Index is an unmanaged index generally representative of the 2,000 smallest companies in the Russell 3000 index, which represents approximately 10% of the total market capitalization of the Russell 3000 Index.

The Blue Chip Index is a stock index that tracks the shares of the top-performing publicly traded companies.  These indices are unmanaged, which cannot be invested into directly.
Precious metal investing involves greater fluctuation and potential for losses.
Past performance is no guarantee of future result.
