March 6, 2015
 

Dear Investors,
In last week’s letter, I said that the McClellan Oscillator index was suggesting a large price move early this week.  The large price move occurred on Monday when all four major market indices closed at new highs on the same day.  The NASDAQ Composite closed over 5,000 for the first time in 15 years.  Monday’s closing highs look to be the end of wave (c) up that started on Monday February 2nd . Wave (d) down should see market volume and volatility return as evidenced by Friday’s sharp decline that was 115% of the average daily trading volume for most of February.  This wave down could see the major indices retest their respective 200-day moving averages before wave (e) higher begins. 
The Dow Jones Industrial Average plunged 278.94 points on Friday to close at 17,856.78, which was down 275.92 points, or -1.5%, for the week and is now up 0.2% for the year.  The S&P 500 Index lost 33.24 points, or -1.6%, to close the week at 2,071.26 and is up 0.6% so far this year.  After closing at 5,008.10 on Monday, the NASDAQ Composite lost 80.73 points from its high to close at 4,927.37.  The tech-heavy index lost 36.16 points, or -0.7%, for the week and is up 4.0% year to date. The Russell 2000 index lost 15.85 points, or -1.3%, this week to close at 1,217.52, and is up 1.1% this year.
The economic data this week, http://biz.yahoo.com/c/e.html, was mostly lower or worse than expected except for the February Jobs Report.  January personal income increased less than expected and personal spending decreased more than expected.  January construction spending and factory orders were expected to increase but they both decreased for the month.  After four weeks of higher than expected first-time unemployment claims, the February ADP Employment Report was lower than expected and the Challenger Job Cuts report showed more layoffs than expected. The Department of Labor’s survey showed that 295,000 new jobs were added to the economy.  The unemployment rate declined to 5.5% while the labor force participation rate remains at 40-year lows.  This antiquated survey-based formula assumed that 135,000 of the new jobs were created from new businesses started last month.  If this report was even somewhat accurate, then personal income, personal spending, factory orders, construction spending, new home sales, existing home sales and every other measure of economic strength should meet, if not exceed, economists’ expectations.  However, the Federal Reserve and economists rely heavily on this bogus report when formulating monetary policy and economic projections and blame rising or falling oil prices, the weather or any other current event for the continued stagnate economy.
Based on the strong Jobs Report, the markets sold off on Friday fearing that the Federal Reserve would raise interest rates in June rather than in September.  A quarter or half percent rise should not have a significant impact on the economy if the Jobs Report was truly accurate.  However, Wall Street realizes that even the slightest increase is going to have significant repercussions on the housing and auto markets.  Ironically, while most of the global economies are cutting rates to stimulate their stalling economies, the U.S. will be increasing rates despite a sluggish 2% GDP growth rate.  It is this convergence of events that many believe will kick off a multi-year bear market.
From a technical standpoint, Friday’s decline has changed almost every technical indicator to sell signs.  There may be some corrective bounces along the way but there is a strong probability that the markets will test their respective 100-day and 200-day moving averages and how they react to those support levels could clarify how long wave (d) down will last.  There is a major change to the Dow Jones Industrial Average that could change the wave analysis.  Effective at market close on March 18th  , Apple Inc. will replace AT&T Inc. in the Blue Chip index of the 30 largest companies.  This could propel the index to new all-time highs or put significant selling pressure on Apple when index investors are forced to sell in declining markets.
There are opportunities to get solid market-like returns while protecting your principal.  If you would like to learn more about these alternative investments, please call our office for an appointment.  It is our conservative, tax-efficient approach to financial planning that sets us apart from others.  If you want to discuss your financial plan and tax strategies or would like to refer a friend or family member, 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 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.
