July 10, 2015
 

Dear Investors,
It was an extremely volatile week on Wall Street as the Greece debt saga continued and China’s stock market crash seemed to send the U.S. markets on a wild ride.  The Dow Jones Industrial Average and the S&P 500 Index both closed below their respective 200-day moving averages setting lower lows since the mid-May peak.  In fact, both indices appeared to have finished the latest wave down on Wednesday, June 8th, one day prior to the projected turn date that I have been discussing over the last few weeks.  There is another model turn date estimated for July 16th and a Fibonacci phi mate turn date estimated for August 5th.  The markets closed higher on Thursday, June 9th and rocketed higher on Friday to regain all of the week’s losses on extremely low trading volume.
After moving over 1,230 points between its intraday highs and lows, the Dow Jones Industrial Average finished the week up only 30.20 points, or 0.2%, to close at 17,760.41, and is down -0.35% for the year.  The S&P 500 Index finished the wild week virtually unchanged as it closed 0.16 points lower at 2,076.62, and is up 0.9% this year.  The NASDAQ Composite slipped 11.51 points, or -0.2%, this week to close at 4.997.70, and is up 5.5% this year.  The Russell 2000 managed to gain 0.3%, or 3.76 points, this week to close at 1,252.02, and is up 3.9% for 2015.
Since geopolitical issues continued to overshadow a light week for U.S. economic data, I will discuss the pressures put on the markets by China and Greece.  The Chinese Shanghai Index has plunged over 34% from its high water mark four weeks ago essentially wiping out eight years’ worth of gains. Deep government intervention and trading halts from many of its companies have temporarily stopped the slide.  The Chinese GDP is much stronger than that of the U.S., but significantly lower than the projected level needed to support the inflated China market.  Greece and the European Union are an on-going joke much like Charlie Brown trying to kick the football as Lucy pulls it away.  Greece is insolvent; they spend much more in pensions and government payments than they take in from tourism revenue and taxes.  In U.S. dollars, the EU has lent Greece over $245 billion in the past few years and Greece is requesting another $82 billion to pay its current projected obligations.  The Greek banks have been closed for the last two weeks making it difficult to withdraw money.  Obviously, this is exacerbating their financial woes.  The EU wants deep spending cuts and pension reforms as well as tax increases to try to even pretend that Greece could pay back its massive debt obligation.  The EU does not want to lose a country from its currency because it could be the beginning of the end for the Euro because Spain, Portugal and Italy are not far behind Greece. Should other Europeans continue to work to support the Greek lifestyle, or will Greece drop out of the EU and print their own currency to meet their pension obligation?  All of these geopolitical events could create an economic global tsunami on world markets.  The concern is that with stagnant US economic growth and near zero interest rates, it does not appear that the US can do much to navigate an impending storm.
The next few weeks should be quite interesting for the markets.  Since the beginning of the year, I have been discussing the possibility that the chart analysis projected that the Industrials would peak around 18,500 and the S&P 500 Index would peak around 2,150.  On May 19th, the Industrials closed at 18,312.39 and on May 21st the S&P closed at 2,130.82.  Major market peaks generally occur on the same day. However, it is possible that the mid-May highs were the beginning of a bear market.  From a purely technical standpoint, the next wave higher, whether it started Thursday, may start next week or next month, may retest the late June highs in the coming weeks.  If the June highs are surpassed, then we could see the market push higher toward projected highs. 
The markets are basically where they started the year. The downside risk continues to be much more than the upside potential.  The markets have rallied nicely over the past six years but appear to be stalling.  It may be a great time to rebalance your portfolio.  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.  If you want to discuss your 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. 
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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.
