April 22, 2016
 

Dear Investors,
On November 3, 2015, the S&P 500 Index hit a closing high of 2,109.79.  After a brief decline, the S&P retested the November high on December 1st when it closed at 2,102.63.  Over the next ten weeks, the broad market index looked like it was in a free fall as it plunged over 10% to a closing low of 1,829.06 on February 11, 2016.  The last ten weeks showed the markets recovering from the prior ten weeks’ losses when the S&P closed at 2,102.40 on Wednesday, April 20th.  This was not a coincidence. This was technical trading.  Since Wednesday’s close, the markets have had a series of five sub-wave declines. This is often a signal of a trend change.  Finally, after the intra-day sub-wave declines on Thursday and early Friday, the S&P closed the week in positive territory despite generating new sell signs in the 14- and 30-day stochastics. 
After retesting its December high on Wednesday, the S&P 500 Index finished the week at 2,091.58, which was up 10.85 points, or 0.5 %, and is up 2.3% this year.  The Dow Jones Industrial Average added 106.29 points, or 0.6%, this week to close at 18,003.75, and is up 3.3% this year.  The NASDAQ Composite was the only major index to decline this week due to poor earnings from tech companies.  The tech-heavy index slipped 31.99 points, or -0.65%, to close at 4,906.23, and is down 2.0% this year.  The Russell 2000 added 15.77 points, or 1.4%, this week to close at 1,146.69, and is now up 0.9% this year. 
This may sound like a broken record (if you remember broken records) but it was another week of weaker than expected economic data.  March new housing starts and new building permits were lower than expectations.  However, existing home sales for March were in line with lower expectations.  On Friday, The Conference Board’s Leading Indicators report, which is a compendium of previously announced economic indicators: new orders, jobless claims, money supply, average workweek, building permits, and stock prices, was expected to be up 0.4% but was only up 0.2%.

This week’s terrible earnings reports from Microsoft and Google pressured the NASDAQ Composite but seemed to have little effect on the Dow and S&P.  However, the markets are getting expensive since they are trading at what appears to be more than 18 times their underlying companies’ earnings.  More importantly, just look back at the economic data or corporate earnings from last year’s high.  Which is better or stronger?  The answer is neither.  The markets are at a technical crossroads at a time of weakening data. 
This may be a great time to take some profits or rebalance or reallocate your portfolio. If you want to discuss your financial plan, risk analysis, and/or tax strategies or would like to refer a friend or family member, then 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 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.

Past performance is no guarantee of future result.
