February 10, 2017
 

Dear Investors,
Over 17 years ago, Federal Reserve Chairman Alan Greenspan described investor sentiment as “irrational exuberance.” Nearly a generation later, investors have apparently forgotten what that means.  Up to Thursday morning, the markets were drifting lower until President Trump said that he would be announcing his tax reform plan in about two weeks.  The announcement then ignited a more than 1% move to all new highs on Thursday and Friday.  Since there were no actual proposals or plan details, a large market move higher certainly seemed like “irrational exuberance.”  The bubble and bearish divergences continue to grow. 

The Dow Jones Industrial Average gained 197.91 points, or 1.0%, this week to close at 20,269.37, and is up 2.6% this year.  The S&P 500 Index added 18.58 points, or 0.8%, this week to close at 2,316.10, and is up 3.4% this year.  The NASDAQ Composite jumped 67.36 points, or 1.2%, this week to close at 5,734.13, and is up 6.5% this year.  The Russell 2000 added 11.00 points, or 0.8%, to finish the week at 1,388.84, and is up 2.3% this year.  The price of gold gained $13.10, or 1.1%, to settle the week at $1,234.70 an ounce, and is up 16.4% this year.
On February 10, 2015, the Industrials closed at 17,868 and the S&P 500 closed at 2,068.  On November 4, 2016, prior to the election, the Industrials were at 17,888 and the S&P was 2,085.  Since November 4, 2016, the Industrials and S&P are up 13% and 12%, respectively.  Over the last 14 weeks, most economic data was in line with, or lower than, expectations.  The only difference is a new President. Nothing specific has been proposed, and when it is proposed it is likely to face opposition in Congress from both Republicans and Democrats.  The only thing that has increased over the last three months is geopolitical global tension.  Is this “irrational exuberance?”
The S&P 500 Index is now trading 26 times forward earnings, which is very high.  The markets are basically priced as if everything is perfect and each of President Trump’s proposals will work perfectly with no unintended consequences.  That is simply unrealistic.  There will be hurdles and there will be unintended consequences that are too lengthy to discuss here.  So far, fourth quarter corporate earnings have been moderate, some have beat expectations and some have missed expectations.  However, many of the companies that have been up had expectations miss their top line or revenue number. Is this “irrational exuberance?”
From a technical aspect, the rising bearish wedge is still intact. The markets, once again, over- bought.  There is a Fibonacci phi mate turn date this Thursday, plus or minus three trading days, and another one on March 20th.  Several indicators have moved to a buy sign during the recent rally.  It will be interesting to see if this is the market peak, or if a brief decline becomes the pivot for another rally higher. In either case, the markets are warning of a bubble bursting similar to what happened in 2000 and 2007.
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.
