October 28, 2016
 

Dear Investors,
The markets continued their narrow, sideways trading pattern lower. This pattern appears to have started on the August 23rd Fibonacci phi mate date when the S&P 500 Index closed at 2,186.90.  It is interesting to note that, as we approach the projected November 1st Fibonacci phi mate date, that the S&P 500 is trading pennies above its low point of this trend lower.  What makes it even more interesting is that the technical mapping is suggesting that a large wave (e) higher should follow this wave (d) lower to finish this large bearish wedge from February.  However, this pattern could easily be truncated by this extraordinary election season.  The current pattern has unfolded over the last few months when it looked like Hillary Clinton was easily going to win the election.  It is not as though investors like Clinton as much as they do not like uncertainty.
The Dow Jones Industrial Average added 15.48 points, or 0.1%, this week to close at 18,161.19, and is up 4.2% this year.  The S&P 500 Index slipped 14.75 points, or -0.7%, this week to close at 2,126.41, and is up 4.0% this year.  The NASDAQ Composite added 9.13 points, or 0.2%, this week to close at 5,190.10, and is up 3.7% in 2016.  The Russell 2000 plunged 30.49 points, or -2.5%, this week to close at 1,187.61, and is up 4.5% this year.

Three of the major indices appear to be treading water over the last three weeks, but the undertow of the broader market, as represented by the Russell 2000, is pulling them down.  The markets generated a Hindenburg Omen on Thursday, October 27th.  If a second Hindenburg Omen occurs in the coming days, then it will mean that there is a 25% chance of a market crash within the next four months.  This is another technical “coincidence” that falls in line with the projected wave mapping that suggests that a large wave (e) up could mark the end of the large bearish wedge peaking pattern in the next few weeks.  It is important to understand that Fibonacci phi mate turning points are mathematical calculations based on elapsed days between previous market peaks and valleys, not definitive turning points.  There was a small change in the McClellan Oscillator on Friday which means that a large price move may occur on Monday or Tuesday.  If the move is lower, then it could mark the end of wave (d) down.  It is important to watch key levels of the S&P to determine shorter term direction of the markets.  A decisive close below 2,120 would suggest a larger downside move, whereas a decisive break above 2,160 would suggest a larger upside move.
The economic data this week was mixed.  However, investors do not seem to be focusing on economic data.  On Friday afternoon when the FBI Director announced that the FBI would reopen the investigation into Hillary Clinton’s emails, the Dow Industrials plunged nearly 200 points before recovering the intraday losses.  September housing data was mixed to slightly worse than expected as August numbers were revised slightly higher.  Durable goods were slightly lower than expected.  However, the first estimate of third quarter GDP growth was 2.9%, which was higher than an expected 2.5%.  Similar to my prediction that the Fed would not raise interest rates prior to an election, I expect that the second estimate of third quarter GDP growth will be revised much lower next month after the election.
If you would like to discuss your portfolio and the potential effect of the election on your portfolio, then please do not hesitate to call.  Now would be a great time to discuss your financial plan, risk analysis, and/or the new NJ tax changes, so please call our office or email info@summitasset.com. It is time to put our B.E.L.I.E.V.E. Wealth Management process to work for you. 
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Vincent Pallitto, CPA, CFP®   
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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.

Past performance is no guarantee of future result.
