January 27, 2017
 

Dear Investors,
One month after the Dow Jones Industrial Average came within 0.67 points of 20,000, the historical bump after a Presidential inauguration finally pushed the Blue Chip index over the psychological hurdle.  If the historic pattern continues, then we could see a decline by mid-February. This would coincide with the next Fibonacci phi mate turning point. The major market indices surged to new highs this week following a four-week sideways pattern.  Generally, the markets continue in the direction that they were headed prior to a sideways pattern.  This means that the markets are still within this large degree rising bearish wedge.  The election of Donald Trump has appeared to temporarily derail the technical wave patterns.

The Dow Jones Industrial Average gained 266.53 points, or 1.3%, this week to close at 20,093.78, and is up 1.7% this year.  The S&P 500 Index added 23.38 points, or 1.0%, this week to finish at 2,294.69, and is up 2.5% this year.  The NASDAQ Composite gained 105.45 points, or 1.9%, this week to close at 5,660.78, and is up 5.2% this year.  The Russell 2000 added 18.85 points, or 1.4%, to finish the week 1,370.70, and is up 1.0% this year.  The price of gold declined for the first time this year, dropping $19.80, or -1.6%, to settle the week at $1,193.70 an ounce and is up 12.5% this year.
The markets surged higher during the first week of President Trump despite poor corporate earnings and terrible economic data. The markets are hopeful that the new President can reverse the current trends.  Many large corporations missed their revenue projections but reported earnings in line with, or lower, than expectations.  Some companies were able to exceed earnings estimates despite lower revenue.  In many cases, this is achieved by corporations buying back their own stock.  Meanwhile, December existing and new homes sales fell way short of estimates due to rising mortgage rates.  December durable goods were expected to increase but decreased again following a terrible number in November.  Finally, the first estimate of the fourth quarter GDP growth came in lower than expected at 1.9%.  In summary, there is no data point this week that could justify why the markets surged to new highs except for the euphoria of what President Trump may do to stimulate business. 

Technically, short-term indicators shifted to buy signs last week but the bearish divergences continue to widen.  As stocks are moving higher, their 10-day average advance decline lines are moving lower.  Demand power is weakening which means that the markets are moving higher due to lack of selling pressure, not strong buying interest.  These are major warning signs for those who want to protect their investments.
It is important to remember that the two major motivators of investors are fear and greed.  Greed is the desire to have more of something than is needed.  It is an amazing phenomenon.  The stock market is one place where people want to pay a premium.  Investors hear that the market is over 20,000 and they want to invest…why?  Investors should fear this level, take profits, and be patient.  Investors were fearful in 2009, when they should have been buying because the market was on sale.  If you are approaching retirement, then you have to resist the greed that causes you to chase this market.  Be patient and it will be on sale again.  The next real buying opportunity may be due to real economic growth and not one that is artificially inflated by the Fed.

If you or someone you know is contemplating retirement but think that you may not be able to retire comfortably, then I encourage you to come in and see how our B.E.L.I.E.V.E. Wealth Management process can clarify your retirement goals.  Now would be a great time to discuss your financial plan, risk analysis, tax plan and the new NJ tax changes. Please call our office or email info@summitasset.com. 
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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.
