December 16, 2016
 

Dear Investors,
There are nine trading days left in 2016.  There was a Fibonacci phi mate turning date projected for December 14th and the Dow Jones Industrial Average, the Dow Transportation Index, the S&P 500 Index, and the NASDAQ Composite all reached a closing high on Tuesday, December 13th.  The Russell 2000 reached its high water mark last Friday.  The last two Fibonacci phi mate dates marked a bottom in November and a peak in August.  If this is not the end of the large degree rising bearish wedge, then it is extremely close at hand.  I would not expect a surge in selling over the next nine days that would create taxable gains this year.  With little selling pressure we could therefore see the Dow Industrials gravitate toward the 20,000 mark before year’s end.
The Dow Jones Industrial Average was the only index to finish the week higher as it added 86.56 points, or 0.4%, this week to close at 19,843.41, and is up 13.9% this year.  The S&P 500 Index slipped 1.46 points, or -0.1%, this week to close at 2,258.07, and is up 10.5% this year.  The NASDAQ Composite declined 7.34 points, or -0.1%, this week to close at 5,444.50, and is up 8.7% in 2016.  The Russell 2000 lost 23.88 points, or         -1.7%, to finish the week at 1,364.19, and is up a whopping 20.0% this year.  
On Wednesday, the Federal Reserve raised interest rates by 0.25%, and suggested that it will raise interest rates three to four times in the coming year. However, in Chairwoman Janet Yellen’s post meeting press conference, she hinted that the Federal Reserve may begin to reduce its balance sheet. What does that mean?  In order to stimulate the economy, the Fed printed trillions of dollars and issued notes to the banking system.  The Fed owns notes receivable in exchange for the money that it pumped into the markets.  The Chairwoman said that the Fed wanted to pull money out of the banking system and/or markets to cash in its notes, thus reducing its balance sheet.  To put it plainly, it is reducing or tightening the money supply, which would be counterproductive to economic policies being floated by the new Administration. 
The markets remain extremely over- bought on a daily and weekly basis.  There was another Hindenburg Omen observation on Thursday which was the third in the last 30 days.  There has never been a market crash of 20% or more without the presence of Hindenburg Omens.  In fact, when H.O.’s are present, there is a 50% chance of a 10% market decline and a 25% chance of a greater than 20% decline in the next four months.  Therefore, from a technical aspect, considering the extremely over- bought levels and the possibility of tax selling after the new year, we could see a significant market decline in January similar to the one last year.  From a fundamental aspect, the price/earnings ratio of the stock market is at historically dangerous levels that have not been seen since 1929.  
Time is running out in 2016, so this will be the last market letter for the year unless something dramatic occurs in the next two weeks.  If you would like to discuss your portfolio or year-end tax saving ideas, then please do not hesitate to call.  Now would be a great time to discuss your financial plan, risk analysis, year-end tax plan 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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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.
