November 10, 2017
 

Dear Investors,  
The Dow Jones Industrial Average and S&P 500 Index eight-week rally came to an end this week and the Russell 2000 declined for the third straight week.  The market internals have been weakening for the last four weeks as bearish divergences continued to grow larger.  The Russell 2000 generated a sell signal two weeks ago.  The Dow and S&P are on the verge of generating sell signals, but have not done so yet.  Last week, I discussed the tenuous nature of the markets and how they can pivot at any time.  
The Dow Jones Industrial Average lost 116.98 points, or -0.5%, this week to close at 23,422.21, and is up 18.5% for this year.  The S&P 500 Index slipped 5.54 points,           or -0.2%, this week to close at 2,582.30, and is up 15.4% this year.  The NASDAQ Composite also slipped 13.50 points or -0.2%, this week to close at 6,750.94, and is up 25.4% this year. The Russell 2000 declined for the third consecutive week, losing 19.64 points, or -1.3%, to close at 1,475.27, and is up only 8.7% year to date.  Gold gained $5.40 this week to close at $1,275.60, and is up 20.2% this year.
The market rally showed signs of cracking after the Senate’s tax proposal leaked the possibility of delaying the corporate tax cuts for a year.  This unexplained market rally is looking more and more like a classic “buy the rumor and sell the news” scenario.  The markets have surged unjustifiably higher over the last eight weeks hoping for a 43% corporate tax cut.  Now the values of most publicly traded companies are substantially higher than their respective historic price to earnings ratios.  This will be a very interesting week as the House and Senate are expected to vote on their respective plans and then hopefully come to a compromise that will be palatable to both.  Based on the markets’ reaction over the last eight weeks, you would think that it would be easy but this will be very interesting to watch.
From a technical aspect, the Russell 2000 is showing a sell sign and the Dow and S&P are neutral this weekend.  It will be important to watch for key support levels in the broad market indices.  We are coming to the end of the window for the Hindenburg Omens that was generated over the summer.  However, there have been five new Hindenburg Omen observations in the last two weeks extending the window for substantial decline to March 2018.

It you would like to know how the current tax proposal will affect your tax situation, please give me a call.  If you are a current client, then I can give you an estimate upon request.  If you are not a client, then I can give you an estimate with just five questions from your 2016 tax return.  It is important to resist the greed associated with prolonged market rallies.  Prudent investors have been fearful.  If you are retired or nearing retirement, now is not the time to chase the markets.  If you or someone you know would like to review your portfolio, please contact our office.  I encourage you 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.
