February 13, 2015
 

Dear Investors,
Last week, I discussed the possibilities of the sideways oscillating pattern that has unfolded over the past five weeks.  I said that the markets often come out of the sideways pattern to move in the same direction that they were going to prior to the sideways pattern.  Last Friday, it was difficult to tell the actual direction, but Wednesday’s price action clarified that the markets would move to new all-time highs.  This weekend, the S&P 500 Index sits at a new all-time high but the Dow Jones Industrial Average is still shy of its all-time high.  The current technical wave analysis suggests that this final wave higher could finish in early April with the Industrials around 18,500 or higher and the S&P around 2,150.  Of course, this does not mean that the markets will not go through correction waves between now and April. In fact, there is a Fibonacci phi mate turning point this week which could be the beginning of a correction wave.

The Dow Jones Industrial Average gained 195.06 points, or 1.1%, this week to close at 18,019.35, and is up 1.1% this year.  The S&P 500 Index added 41.52 points, or 2.0%, to close the week at 2,096.99, and is up 1.85% so far this year.  The NASDAQ Composite jumped 149.44 points, or 3.2%, this week to close at 4,893.84, and is up 3.3% year to date. The Russell 2000 index added 17.67 points, or 1.5%, this week to close at 1,223.13, and is up 1.5% this year.
There was not much economic news this week.  December wholesale and business inventories increased 0.1%, compared to a 0.2% increase that economists were expecting.  The seasonally-adjusted first-time unemployment claims jumped from a revised 279,000 to 304,000 this week.  Perhaps the most important data point this week was that January retail sales were off by 0.8% whereas economists were expecting a drop of 0.4%.  If you exclude autos from the retail sales data, then it was down 0.9%.  However, none of these data points seemed important to Wall Street this week, which is why I am an advocate of technical analysis.
The markets reach certain levels and computer-based trading seems to dictate the direction.  A major market top generally does not occur until a majority of the major indices peak on the same day.  There have been several key market warning signs over the last two months including seven Hindenburg Omens.  When two or more Hindenburg Omens occur within a short period of time, there has been high probability of a 20% market decline within four months.  It is important to stick to a financial plan and not chase the markets based on media euphoria.  With all of the hype surrounding the markets hitting all-time highs over the last three months, did you know that the S&P is up only 3.9% since its mid-September high?  Everyone may remember that the last major market peak was October 9, 2007 when the S&P closed at 1,565, which surpassed its July 19, 2007 high by nine points and only 4% higher than its first wave over 1,500 in early May.  The point is that significant market peaks take time to unfold.  The downside risk is far greater than the upside potential.  The global economic and geopolitical pressures are far greater now than they were in 2007.
We take great pride in educating our clients about their investment options and how they fit into their specific risk and time horizon.  There are many alternative investment options with low correlation to the stock and bond markets that may be appropriate for you.  For 15 years, we have been customizing specific financial plans for our clients. It is our conservative, tax-efficient approach to financial planning that sets us apart from others.  Our growth comes from our current clients and their referrals.  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.
