December 7, 2018 

Dear Investors,  
It was a volatile and punishing week on Wall Street following last week’s extraordinary surge higher.  The week began with the Dow Jones Industrial Average jumping over 400 points early based on the rumors of a U.S/China trade truce.  This was the large price move that was suggested by the McClellan Oscillator last week.  However, the markets were unable to hold these lofty gains.  The S&P 500 surged past its 200-day moving average but failed to exceed the important 2,815 level.  Once again, the S&P 500 set a lower high on a wave up.  Two weeks ago, I discussed the serious technical damage done during Thanksgiving week and wrote that the S&P could trade down to 2,550.  Last week, I suggested that if the S&P did not surpass 2,815, then the downside target is still in play.  Last week’s surge higher was typical of a bear market rally.  This week’s sharp decline looked like it was accelerated by mid-day margin selling on Thursday and Friday.
The Dow Jones Industrial Average plunged over 1,500 points from its Monday morning surge, and lost 1,149.51 points, or -4.5%, this week to close at 24,388.95, and is down 1.3% this year.  The S&P 500 Index lost all of last week’s gains by falling 127.09 points, or -4.6%, this week to close at 2,633.08, and is down 1.5% this year. The NASDAQ Composite also erased last week’s gain by falling 361.29 points, or -4.9%, this week to close at 6,969.25, and is up 0.9% in 2018.  The Russell 2000 plunged 85.18 points, or      -5.6%, this week to close at 1,448.09, and is down 5.7% this year.   Gold spiked $27.30 this week to close at $1,249.40, and is down 3.5% this year.  
The week began with market optimism surrounding the U.S./China trade truce, but that enthusiasm quickly evaporated.  No one is talking about the effect that the massive quantitative tightening policy will have on the markets.  The Fed is pulling billions of dollars out of the banking system.  The yield curve is flattening and inverting, which often signals that a recession is on the horizon.  A flat or inverted yield curve means that investors are willing to tie up money for long periods, 5-10 years, for the same, or lower, return than the return from investing for 2-3 years.  The week ended with the December Jobs Report which showed that only 155,000 jobs were created last month and the unemployment rate remained at 3.7%.  The October Jobs data was revised lower.  Investors are hoping that this lower than expected data will give the Federal Reserve a reason not to raise interest rates this week. 
From a technical aspect, Monday’s intraday reversal reversed last week’s short-term buy sign to a sell sign.  The markets are over-sold on a very short-term basis, and a small bounce higher is likely.  However, the downside target of 2,550 or lower is still likely before the next strong wave higher begins.  This would suggest that the markets could fall another 3%-5% from the current level before a meaningful reversal.  The dreaded “death cross” occurred in the S&P 500 this week as its 50-day moving average crossed below its 200-day moving average.  This is another warning sign of a bear market.

Do you have a 401(k) from previous employers, or multiple IRAs scattered about?  Does your employer offer a pension with a lump sum payout option?  If so, then we can show you how to generate more retirement income than you may realize.  Procrastination and hope do not make a retirement or estate plan.  Most retirees fear the possibility of running out of money. By reallocating some of your investments, you can have a comfortable feeling instead. We are setting up evening and weekend appointments to address client concerns.  Please call our office or email info@summitasset.com to set up an 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. 

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 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.
