July 5, 2013
 

Dear Investors,
The first week of the third calendar quarter got off to a good start but it is difficult to interpret data due to the holiday-shortened week.  The S&P 500 Index tested its 50-day moving average three times this week but closed lower on the first two attempts.  On Friday afternoon, it finally broke above the key resistance level on its third attempt.  However, the significance is difficult to decipher since it occurred on the lowest full day trading volume day of the year.  If the markets continue to rise on Monday, then it will be important to watch the next key resistance level of 1,650.  If the S&P can surpass 1,650, then there is a high probability that the next Fibonacci phi mate turning date could be a market peak that will kick off a prolonged decline.  Two weeks ago, it looked as though the July 20th phi mate date was going to mark a low point that would kick off a prolonged market surge.  The latter is not off the table at this point, therefore, it is difficult to determine where the markets are headed this weekend.
The markets closed higher for the second straight week.  The S&P 500 Index added 25.61 points, or 1.6%, to finish the week at 1,631.89, and is up 14.4% this year.  The Dow Jones Industrial Average gained 226.24 points, or 1.5%, this week to close at 15,135.84, and it is up 15.5% in 2013.  The NASDAQ Composite jumped 76.13 points, or 2.2%, to finish the week at 3,479.38, and is up 15.2% year-to-date.  The Russell 2000 surged 2.9%, or 27.91 points, to finish the week at 1005.39, and is up 18.4% this year.
Most of this week’s market gains occurred on Friday after the release of the July Jobs Report.  The report showed that 195,000 new jobs were added to the economy last month.  The Bureau of Labor Statistics survey also revised the April and May data to show that an additional 70,000 jobs were created over the prior two months.  The unemployment rate remained at 7.6%, and the average hours worked remained the same.  Most of the new jobs were added in the hotel, restaurant and entertainment industry, as they are every year at this time.  The most interesting part of the survey is that 322,000 Americans that preferred full-time work were working part-time. On a numerical basis, the report may sound strong, but it is hard to believe that seasonal and part-time jobs will grow the economy at a stronger pace.
Last month, when the Federal Reserve Chairman hinted that he would begin scaling back on his money printing policy because the economy seemed to be improving, the markets sold off.  Then, after a series of disappointing reports, the markets began their current two week surge higher.  Therefore, you would think that investors would begin to panic once again that the Fed will end its quantitative easing policy sooner rather than later based on the “encouraging” July Jobs Report.  It will be a very interesting week.
I have said that the downside risks of this market are much higher than the upside potential.  This is why I strongly urge you to stick to a financial plan. If you do not have a plan then it is even more important than ever to start one.  Our B.E.L.I.E.V.E. Wealth Management process can help you with your financial goals.  
If you have any questions, would like to discuss your financial plan, or would like a brochure on our B.E.L.I.E.V.E. Wealth Management process, please call my office.
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Vincent Pallitto, CPA, CFP®   
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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.  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. 
