February 14, 2020
Dear Investors,  
The markets ended January in negative territory after a sharp decline based on fears of the rapidly spreading coronavirus. We are now halfway through February and the virus has spread at a faster pace than has any previous virus.  However, based on the markets’ reaction you would think that Wall Street is immune to its effect on the global economies.  The markets have moved sharply higher over the last two weeks on lower trading volume.  
The Dow Jones Industrial Average recovered all of the losses suffered since my last letter by gaining 1,147.05 points, or 4.0%, over the last two weeks to close at 29,398.08 on Friday, and is up 3.05% this year.  The S&P 500 Index rose 4.8% over the last two weeks to close at 3,380.16, and is now up 3.6% this year.  The NASDAQ Composite jumped 6.8% over the last two weeks to close at 9,731.18, and is up 8.5% this year.  The Russell 2000 recovered 4.6% over the last two weeks to close at 1,687.58, and is now up 1.2% this year.  The price of gold slipped $6.50 an ounce to finish the week at $1,586.90, and is up 4.4% this year.  
Economists are predicting that the coronavirus will have a serious impact on China’s GDP as many businesses have shut down.  Several multi-national companies that rely on China for their supply chains are experiencing delays in deliveries.  This will no doubt have an effect on first quarter earnings.  Some economists are predicting that the virus could even cause China’s GDP growth to turn negative.  Meanwhile, investors also seemed to ignore the results of the Iowa caucus and New Hampshire primary.
From a technical aspect, two weeks ago the technical damage of the decline appeared to start a multi-week declining trend but the S&P 500 never crossed below its 50-day moving average and that has morphed into another five wave sub-pattern that looks like it needs one more surge higher to complete the fifth wave since the end of January.  The McClellan Oscillator is suggesting that a large price move is coming Tuesday or Wednesday.  Based on the wave mapping pattern there is a high likelihood that the move will be higher.  There also appears to be overlapping patterns that began at the end of January, from the October 2, 2019 low and the January 26, 2018 high that could all peak at the next wave higher. This price action on lower trading volume should be concerning at these lofty daily and weekly relative strength index levels.

Since January 26, 2018 the S&P 500 is up 17.5% and has been down nearly 25% during the two-year period.  It is not possible to time the markets and buy at the absolute low or sell at the peak. However, it is prudent to take profits at over-bought levels.  We are scheduling appointments on evenings and weekends during tax season to review your financial plan.  Now is the time to set a clear path to your financial future. Please call our office or email info@summitasset.com to set up a no-obligation appointment to see how you may benefit from the new tax law.
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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 McClellan Oscillator is a market breadth indicator used in technical analysis by financial analysts of the New York Stock Exchange to evaluate the balance between the advancing and declining stocks.

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.
Past performance is no guarantee of future result.
