July 12, 2013
 

Dear Investors,
I have been writing about the significance of the S&P 500 Index closing above 1,654 since June 7th.  For the first three days of the week, the markets traded right up to that key technical ceiling.  On Thursday, the markets surged past that technical ceiling and closed at a new all-time high.  The markets are approaching an over-bought level.  According to technical indicators, however, this could be the beginning of the final wave higher that could last for several weeks.  Wave (A) began in November of 2012 and saw the S&P add nearly 300 points before it ended with the May 22nd high.  It looks as though wave (B) lasted only a month but the markets lost over 100 points before it ended with the June 24th low.  It now appears that wave (C) could last several weeks or months on lower volume.  There is a Fibonacci phi mate turning date ideally pegged for Saturday, July 20th, so we will be looking for a turning point sometime this week or next week.  At this point, we could see a brief correction lower into the Fibonacci date followed by another surge higher.  Alternatively, the markets could continue to move higher into the phi mate date and reverse course at that time. At this point, the longer term trend looks to be higher.  
This weekend, the Dow Jones Industrial Average, the S&P 500 Index and the Russell 2000 are at all-time highs.  The Dow Jones Industrial Average jumped 328.46 points, or 2.2%, this week to close at 15,464.30, and it is up 18% in 2013.  The S&P 500 Index gained 48.30 points, or 3.0%, to finish the week at 1,680.19, and is up 17.8% this year.  The NASDAQ Composite soared 120.70 points, or 3.5%, to finish the week at 3,600.08, and is up 19.2% year-to-date.  The Russell 2000 surged 3.1%, or 31.13 points, to finish the week at 1,036.52, and is up 22% this year.
This latest rally is again due to Federal Reserve stimulus rather than true strength of the American or global economies.  The markets sold off last month after comments from the Fed Chairman following the Federal Open Markets Committee meeting. Investors interpreted the remarks to signal the close of its money printing policy.  However, the minutes of last month’s FOMC meeting were released this week and it is clear that the Fed does not plan on curtailing its market inflating policy any time soon.  In the minutes, the Fed recognized that the unemployment problem is worse than the unemployment rate and that the economy is still struggling.  Basically, they acknowledged that the policy has not worked “yet” but they are too deep into it at this point to abandon it.  Since the markets last peaked on May 22nd, the first quarter GDP growth rate was revised nearly 40% lower and expectations for the third quarter have been reduced.  This week also marked the beginning of corporate earnings season in which most experts are expecting the majority of companies to beat lowered expectations. 
The third quarter will probably be even weaker than is expected as Baby Boomers continue to retire at a rate of over 10,000 per day.  Some of their jobs will be filled by younger workers but overall we are not looking at an expanding job market.  Effective July 1st, weekly unemployment benefits have been reduced by more than 15% as part of the federal sequestration.  Also, I am sure you noticed that gas prices have risen at the pumps in recent weeks.  All of these factors will weigh on the economy in the coming months.

Developing a solid financial plan starts with identifying your spending habits, needs and desires.  We have developed a Retirement Spending Worksheet based on our clients’ actual spending patterns to help you plan for a comfortable retirement.  As people are living longer, the major concern for most retirees is that they will outlive their retirement assets.  Our B.E.L.I.E.V.E. Wealth Management process can help you with your retirement and financial goals.  
If you have any questions, would like to discuss your financial plan, or would like a brochure on our B.E.L.I.E.V.E. Wealth Management process, please call my office.
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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.  There is no guarantee that a diversified portfolio will enhance overall returns or outperform a non-diversified portfolio. Diversification does not protect against market risk. 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. 
