April 15, 2016
 

Dear Investors,
Despite generating sell signals last week, investors used last week’s decline as a short-term buying opportunity.  Once again, the markets are over-bought and the bearish divergences continue to widen. This means that when the multi-week decline does begin, it will be more significant.  The oscillating peak is still mimicking the trading pattern of December.  Just as I predicted that a multi-week rally would begin in late January but it did not begin until mid-February, this top is defying the technical indicators.

The Dow Jones Industrial Average jumped 320.50 points, or 1.8%, this week to close at 17,897.46, and is up 2.7% this year.  The S&P 500 Index gained 33.13 points, or 1.6 %, to finish the week at 2,080.73, and is up 1.8% this year. The NASDAQ Composite gained 87.53 points, or 1.8%, this week to close at 4,938.22, and is down 1.4% this year.  The volatile Russell 2000 jumped 3.1%, or 33.61 points, this week to close at 1,130.92, and is down 0.5% this year. 
It was another week of weaker than expected economic data, but you would not know it from the markets’ reaction.  March retail sales, which are a component of GDP, were down 0.3%.  Economists were expecting an increase of 0.2%.  March industrial production was down 0.6%, but economists were expecting it to be flat.  March capacity utilization dropped to 74.8% instead of 75.5%.  These numbers are significant misses and should be a major concern to investors.
The most significant technical aspects this weekend are the increasing large widespread bearish divergences between rising prices and declining 10-day average Advance / Decline Line Indicators.  This week, prices rose despite declining Demand Power.  These divergences are showing up in the Dow and S&P, as well as tech stocks and small cap stocks, the Russell 2000. When you consider all these factors, it is a warning that a top is fast approaching in stocks and a multi-week significant decline is very close or started with this Friday’s closing high. 
This may be a great time to take some profits or rebalance or reallocate your portfolio. If you want to discuss your financial plan, risk analysis, and/or tax strategies or would like to refer a friend or family member, then 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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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.
