March 23, 2018 

Dear Investors,  
When the Dow Jones Industrial Average closed at 24,946, I said that the stock market appeared to be setting up for a large vertical move. However, it was difficult to tell if that vertical move would be up or down.  If you recall, the direction of the vertical move depended on the next 300 points in the Dow.  If the Dow moved 300 points higher to 25,250, then it would trigger a large vertical move higher. Conversely, if it moved 300 points lower to 24,625, then the large vertical move would be down.  On Monday, the Dow quickly dropped below the key support level to answer last week’s question and that opened the flood gate for the free fall on Thursday and Friday.

The Dow Jones Industrial Average plunged 1,413.31 points, or -5.7%, this week to close at 23,533.20, and it is now down 4.8% this year.  The S&P 500 Index lost 163.75 points, or -5.95%, to finish the week at 2,588.26, and is down 3.2% this year.  The NASDAQ Composite plunged 489.32 points, or -6.5%, to finish the week at 6,992.67, and is up only 1.3% this year.  The Russell 2000 lost 75.97 points, or -4.8%, to close this week at 1,510.08, and is down 1.7% this year.  The price of gold increased by 2.5%, or $33.40, to finish the week at $1,347.30, and is up 3.2% this year.
The sell-off was ignited by the increasing possibility of a trade war with China resulting from tariffs imposed by the Trump Administration.  The sell-off was further sparked by guidance from the new Federal Reserve Chairman, Jerome Powell, saying that interest rates may rise at a faster pace than previously stated due to stronger economic and employment data.  The Fed Chairman also said that they will continue to accelerate the monetary tightening policy by pulling $30 billion a month out of the banking system in the second quarter, $40 billion a month during the third quarter and $50 billion a month thereafter.  You can choose one of those reasons for the sell-off, but the real reason is that the markets were simply over-valued as I have said over the last six months.  This is an extremely dangerous market for amateur investors.  Never before in history have we seen money being flushed from the banking system at this pace during a rising interest rate environment while stocks are extremely over-valued.  Since 2009, amateur investors have had their investments grow without reason.  Most have forgotten that from 2000 to 2010, the stock market had virtually no growth until the Fed started flooding the market with newly printed money.
From a technical aspect, the Fibonacci phi mate turn date pegged for March 14th looks like it occurred on March 9th.  The stock market spent October through January at over-bought levels according to its relative strength index and is now reaching an over-sold level.  It is interesting to see how the markets seek a balance when this week’s plunge brought the Dow and S&P back to November’s levels when the over-bought positions began.  This week’s plunge validates the premise that January 26th was the end of the bull market and three concurrent rising bearish wedges.  Although it is possible that the wave pattern can morph into something else, it is very likely that a bear market has started with the January high.  The sharp decline from January 26th to February 9th appears to be the first wave lower,  with wave two higher ending on March 9th.  It looks as though the markets are in wave three down. The S&P plunge was stopped by its 200-day moving average and the Dow is just above its 200-day moving average.  It appears that there is much more down side coming but first a strong bounce higher is likely to recover 60% to 70% of the recent decline.  If the pattern is correct, then when wave three is complete, the Dow could be near or below 20,000.  
Bear markets are difficult and could wreak havoc on your retirement since it has been almost ten years since the last bear market.  It is this current type of market where financial advisors can provide value.  If you are not working with us and your advisor is not cautioning you about the potential downside risk, then it might be a great time for a fresh look at your financial plan.  I encourage you to share the benefit with your family and friends to learn how our B.E.L.I.E.V.E. Wealth Management process can clarify your retirement goals.  Our no-obligation consultation could be the first step toward your retirement goal.  Is it time for your assets to start working for you instead of you working for your assets? 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.
