September 20, 2013
 

Dear Investors,
Last week, I suggested that the recent terrible economic data could give the Federal Reserve good reason not to begin tapering back on its money printing policy.  However, most investors expected that the Federal Reserve would begin its tapering policy after its September meeting.  On Wednesday, the Chairman surprised Wall Street by saying that the Federal Reserve would continue to print and buy $85 billion worth of debt each month and delay its tapering plan until the economy and job market stabilize.  After this surprising announcement, the markets surged to new all-time highs on Wednesday afternoon.  If you take a step back and think about the absurdity of what is actually happening then you will realize that the Federal Reserve confirmed that the economy and job markets are weak and are not showing signs of stability and growth, but the markets surged to all-time highs.  On Thursday and Friday, the markets gave back all of Wednesday’s gains as investors began to refocus on the struggling economy.  We are approaching another Fibonacci phi mate turning point ideally projected to be October 8th.  It will be interesting to see if this marks the bottom of a correction that will kick off more surges to all-time highs.  Alternatively, we could be in the midst of a minor correction and the October turning point could be the peak that will kick off the next significant market decline.
The Dow Jones Industrial Average finished the volatile week at 15,451.09, up 75.03 points, or 0.5%, and it is up 17.9% in 2013.  The S&P 500 Index jumped 21.92 points, or 1.3%, to finish the week at 1,709.91, and is up 19.9% this year.  The NASDAQ Composite gained 1.4%, or 52.55 points, to finish the week at 3,774.73, and is up 25% year-to-date.  The Russell 2000 spiked 1.8%, or 18.85 points, to finish the week at 1,072.83, and is up 26.3% this year.
Last September, the Federal Reserve announced its latest quantitative easing policy after its first two policies failed to stimulate the economy. They thought that the solution was to print more money.  Therefore, since last September, they have been printing $85 billion each month and buying long term debt securities in order to stimulate the economy.  Their intention was that that the increased wealth effect would stimulate spending and job creation.  In June, the Federal Reserve said that it hoped to stop its money printing policy by July 2014 and that they would begin to “taper,” or print less money, each month in the coming months.  Investors interpreted that to mean that the Federal Reserve would start to taper in September.  The fact that the Fed believed that the economy was strong enough to thrive without its stimulus led investors to fear that interest rates will rise.  That fear caused a spike in the 10-year Treasury notes and sent many bonds down over the last three months.  Now that the Fed did not initiate its tapering policy, investors realize that interest rates will remain low for the foreseeable future which has caused bond prices to rise again.  
It was another week of mediocre economic data as August’s industrial production was lower than expected.  August housing starts and building permits were also lower than expected. However, existing home sales were higher than expected.  The weekly first-time unemployment claims have been skewed because of problems with certain reporting agencies, so the data is not accurate.
If you are retired or are planning to retire in the near future, then you could see the challenges of investing in over-inflated markets.  The stock market is too high and bond prices have fallen due to an overreaction.  It might be the time to look at non-market correlating or alternative investments to manage your nest egg.  If you do not have a financial plan, then I strongly advise you to establish one.  
If you have any questions, want 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. 
