April 1, 2011
Dear Investors:
Last weekend, I spelled out two alternatives for the market.  The first, and the one with the highest probability, was that the markets were in the midst of a corrective bounce from the March 16th lows.  The second was that we were in the midst of one overall larger surge higher that would surpass the February 18th highs.  Even though the markets were trading at over-bought levels, there was room for more upward movement.  Since the Dow Industrials, the Dow Transportation, and the Russell 2000 exceeded their February 18th highs, there is a higher probability that the latter alternative is unfolding despite the fact that the S&P 500 Index did not surpass this year’s high.  This large degree wave five up from the rally that began with the March 2009 lows appears to be occurring despite the fact that the price of oil is now nearing $110 a barrel and that most economic data is deteriorating.  Based on the current technical indicators, we may see the market rise another 3%-5% into, or around, the next Fibonacci phi mate turning date of April 11, 2011.  
The Dow Jones Industrial Average jumped 156.13 points, or 1.3%, this week to close at 12,376.72, and is now up 6.9% for the year.  The S&P 500 Index gained 18.61 points, or 1.4%, closing the week at 1,332.41, and is up 5.95% for the year.  The NASDAQ Composite finished the week 46.54 points higher, or up 1.7%, to close at 2,789.60, and is up 5.15% in 2011.

The markets are moving higher as the media continues to tout the strength of our economic recovery.  The following summary of last month’s economic data is from Robert McHugh, Phd., President of Technical Indicators Index, Inc., “Factory Orders fell 0.1% in February. Durable Goods Orders were down 0.9% in February. February Construction Activity dropped 1.4% in February, according to the Commerce Department, the third straight monthly decline to half the level typical of a healthy economy, the lowest reading since October 1999. New Home Sales plunged 17.0% in February versus January's level, the slowest annualized pace on record (250,000) ever, and less than half the sales that happened in 1963 (560,000) when there were 120 million fewer people than there are now, and 73,000 less than the previous worst record (323,000). 700,000 is considered normal for a healthy economy. Existing Home Sales fell 10% in February, with 33 percent of sales all-cash deals, bypassing the banking system. The Conference Board announced that its index of Consumer Confidence dropped sharply in March to 63.4 from 72.0 in February.”
 
Dr. McHugh continues, “The Unemployment Rate was reported little changed at 8.8% for March, according to the Labor Department's Bureau of Labor Statistics, with an additional 5.3% of folks being employed part time on an involuntary basis because their hours had been cut back or they were unable to find a full time job. In addition to this 15.1% underemployed figure, there were another 1.6% of people who were unemployed, were not counted as unemployed, because they had not looked for work in the past 4 weeks, but did look for work in the past 12 months, many of whom were too discouraged to continue looking, which means that 16.7% of Americans are under/unemployed.”
 
“The Bureau of Labor Statistics also reported that the economy had created 216,000 new non-farm payroll jobs in March 2011. However, upon closer inspection, we note that 117,000 of these reported 216,000 were let's pretend, not-counted, wild-assed guestimate jobs the Labor Department thinks may have been created by new businesses that may have started up in March 2011. In other words, they fudged the reported new jobs number without basis. Of the remaining 99,000, the report mentioned that 29,000 were in temporary help service jobs. So at best, the economy created 70,000 new jobs in March 2011. However, we need to create 150,000 new jobs each month just to breakeven with population growth. So March came in far below breakeven, and woefully below what is needed to get the unemployed back to work.”
 
Without even considering the continued unrest in the Middle East, the disaster in Japan, or the troubled European sovereign debt, McHugh still considers the question “Does this sound like a reviving economy?”  He continues “Yet the stock market levitates on QE 2 money the Fed prints out of thin air and gives to large Wall Street firms so they can make huge profits trading with that cash, in stock and commodity markets. We learned this week that the largest of these privileged Wall Street firms, Goldman Sachs, paid its CEO $14.1 million in compensation for a job well done. We also learned that mega-firm General Electric did not pay any federal corporate income taxes in 2010. Yet miniscule payroll tax cuts for individuals for 2011 have been devoured by rising food and energy costs of living. With Oil above $108 a barrel on Friday, could $5.00 a gasoline be far behind?”
I have already prepared over 200 individual and small business tax returns; instead of seeing strength in the consumer and the American household, I see many people struggling with job and income losses.  It is so important for retirees and those nearing retirement to preserve their assets and not gamble on short-term trends.  The importance of diversification was never more important.  It is the only way to balance the risks of the markets.  I strongly encourage you to make an appointment to review your portfolio as soon as possible. 
If you have any questions, please do not hesitate to call.  Our mission is to be your trusted financial professionals dedicated to delivering a high level of service to enhance your lifestyle and provide peace of mind.  
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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 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.  
