January 22, 2016
 

Dear Investors,

Last week I wrote that although the markets are extremely oversold, we could see more downside after a brief pause before the next multi-week corrective bounce higher.  It looked as though that brief pause may have started last Friday but the sell-off continued on Monday.  The markets continued lower to take out the August lows before a sharp intraday reversal started Wednesday afternoon.  The markets continued higher on Thursday and Friday in what looks to be the brief pause that I was expecting last week; however, there are conflicting technical signs which could suggest that the multi-week rally may have started.   
The wild week ended with the Dow Jones Industrial Average adding 105.43, or 0.7%, this week to close at 16.093.51, and is down 7.6% this year.  The S&P 500 Index gained 26.57 points, or 1.4%, this week to close at 1,906.90, and is down 6.7% this year.  The NASDAQ Composite jumped 102.76 points, or 2.3%, this week to close at 4,591.18, and is off 8.3% over the last three weeks.  The Russell 2000 recovered 12.94 points, or 1.3%, to finish the week at 1,020.66, and is down 10.2% this year. 
The strong price action over the last two and a half days is similar to the pattern of a trend change to begin the multi-week rally.  However, technical wave mapping shows that this major decline started within the last Fibonacci window, plus or minus three days of January 7th.  Generally this type of decline would consist of five waves.  This mini rally could be a wave 4 up that could be followed by another strong wave 5 down that would kick off the multi-week rally.  In addition to that wave pattern, there is another Fibonacci phi mate turn window estimated for the end of this week, which I would expect to be the beginning of the multi-week rally.  In any case, for the very short-term, the markets remain oversold and there is a high probability that a strong wave higher began, or will begin, later this week that could retest the late December highs.
Even though I believe that we are in the midst of a lengthy bear market, there are opportunities to make money.  If you are our client, then you know that we have been cautious of the markets.  We strive to capture some of the upside in the markets but shield our clients from significant downturns.  Over the very short-term the upside potential of the markets may be worth the downside risk.  

Our clients nearing retirement are positioned for the potential risks on the horizon.  If you are not a client and your financial advisor does not see or understand the risks and bubbles facing this market, then it may be time for you to contact us.  If you want to discuss your financial plan, risk analysis, and/or tax strategies or would like to refer a friend or family member, 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. 
Regards,

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 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.
