
August 29, 2014 
  

Dear Investors, 
 
The markets inched higher again this week as the daily trading volume continues to 
decline.  In fact, this past week was the lowest non-holiday shortened average daily 
trading volume since the last week of August 2006.  This month was also the lowest 
average daily trading volume for the month since August 2006.  So why is this 
important?  A market move on extremely low volume is not a good indication of the 
strength of the market and often leads to false positive indications.  Markets are 
momentum driven.  This rally is due to low supply, or low selling pressure, rather than 
strong demand, or strong buying.  There could be a bit more upside this week because the 
markets are approaching overbought levels.  When this top occurs, it should be followed 
by a multi-week decline into, or around, the next Fibonacci phi mate date of October 7th.  
 
The Dow Jones Industrial Average added 97.23 points, or 0.6%, this week to close at 
17,009.45, and is now up 3.2% for the year.  The S&P 500 Index gained 14.97 points, or 
0.75%, to close at 2003.37, and is up 8.4% this year.  The NASDAQ Composite gained 
41.72 points, or 0.9%, to close at 4,580.27, and is now up 9.7% for the year.  The Russell 
2000 added 14.01 points, or 1.2%, to close at 1,174.35, and is now up 0.9% in 2014. 
 
The biggest news of the week was that the second estimate to the second quarter GDP 
showed that the U.S. economy grew at a 4.2% rate, which was 0.2% higher than the first 
estimate.  The increase was attributable to a foreign trade imbalance and an increase in 
business spending.  Consumer spending, which represents about 70% of GDP, was not 
the driving force behind the increase in GDP.  In fact, personal income was lower than 
expected last month and personal spending rate declined.  This is consistent with the 
warning by most of the nation’s larger retailers that sales are slowing.  July new home 
sales came in slightly lower than expected.  The biggest surprise of the week was a jump 
in July’s durable goods orders which jumped 22.6%, but when you exclude transportation 
equipment, July’s durable goods was -0.8%.  This is consistent with the increase in GDP 
driven by corporate spending but it is not consistent spending that consumers bring to a 
strong economy.   
 
This low volume rally has completely ignored what is going on between Russia and 
Ukraine.  Russia keeps advancing in Ukraine while the global communities keep 
imposing economic sanctions on Russia.  These sanctions are meant to have a severe 
impact on Russia’s economy but will have unintended consequences to the global 
economies.  Meanwhile, ISIS keeps advancing in the Middle East.  England raised its 
terror threat to its highest level this week. One or more of these geopolitical threats can 
send the markets substantially lower in the short-term. 
 
Now that the summer is behind us, it is time to focus on your finances and prepare for 
year-end.  Our conservative, tax-efficient approach to financial planning helps our clients 
understand the risks and the possible rewards of investing in various asset classes. It can 
help you develop an asset allocation strategy that meets your tolerance for risk and 



volatility.  Our Social Security analysis along with our B.E.L.I.E.V.E. Wealth 
Management process can help you understand and project your retirement income.  If you 
want to discuss your Social Security options, financial plan, and tax strategies or would 
like a brochure on our B.E.L.I.E.V.E. Wealth Management process, please call my office.  
 
Best Regards, 
 
Vincent Pallitto, CPA, CFP®    
Certified College Planning Specialist 
Summit Asset Management, Inc. 
www.summitasset.com 
973-301-2360 
973-301-2370 Fax 
A branch office of, and securities offered through LPL Financial 
Member FINRA SIPC 
  
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.  
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