June 23, 2017
 

Dear Investors,
Last week, I suggested that the markets could see one more pop higher to the target levels before the June 20th estimated trend change.  On June 19th, the Dow Jones Industrials, Transportations, S&P 500 Index, NASDAQ Composite and Russell 2000 all reached new closing highs on the lowest trading volume of the month.  The Industrials closed at 21,528.99, which is 2% less than the targeted 22,000. The S&P reached 2,453, which is less than 1% off the projected 2,475.  The markets traded lower over the next three days before a small increase on Friday.  The markets also generated three more Hindenburg Omen observations this week, making that six in the last few weeks.  Since 1986 when five or more H.O. observations occurred, a 10% or greater market decline followed 36% of the time and a market crash of greater than 20% occurred 28% of the time.

The Dow Jones Industrial Average ended the week virtually unchanged adding 10.48 points, or 0.05%, to close at 21,394.76, and is up 8.3% this year.  The S&P 500 Index added 5.15 points, or 0.2%, this week to close at 2,438.30, and is up 8.9% this year.  The NASDAQ Composite gained 113.49 points, or 1.8%, to close this week at 6,265.25, and is up 16.1% this year. The Russell 2000 added 8.05 points, or 0.6%, to close at 1,414.78, and is up 4.2% year to date.  Gold added $2.60 to close at $1,257.80, and is up 18.6% this year.
Since March 1st, the markets have moved about 1.5% higher and lower over the last four months.  This weekend, 19 of the 30 stocks in the Dow Jones Industrial Average are trading over their respective 30-day moving average.  Half of the stocks in the DJIA are trading over their 10-day moving average and 13 of those 15 are over their 5-day moving average.  All of this is occurring during a week in which three more Hindenburg Omen observations have occurred.  If you recall from last week’s letter, one of the key requirements of a H.O. is an abnormal number of new 52-week highs and lows.  This illustrates why the downside risk of the stock market is greater than the upside potential.
Early this week, oil and precious metal stocks and funds were hammered.  Oil was at extremely oversold levels.  Gold and the gold miners stocks were oversold to create a short term buying opportunity as evidenced by the increase toward the latter half of the week.  Conversely to the stock market, the upside potential of these investments is greater than the downside risk.  

From a technical aspect, there is a high probability that the markets may have turned on June 19th, marking the end of the long-term rising bearish wedge that began in August 2015.  The 14-day and 30-day stochastics moved to new sell signals on Wednesday, June 21st.  However, other technical indicators remain on buy or neutral signs.  When the other indicators change to a sell signal, then you can say with certainty that the next longer term trend lower has started.  
It is time to be smart and proactive with your portfolio.  Three years ago, most clients were thrilled to get a 4% return from their portfolio.  In fact, Morningstar lowered the projected yield for retirement portfolios from 4% to 2.7%.  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.  Our no-obligation consultation could be the first step toward your retirement goal.  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. 

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 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.  The fast price swings in commodities and currencies will result in significant volatility in an investor’s holdings.  Stock investing involves risk including loss of capital.
Past performance is no guarantee of future result.
