December 21, 2018 

Dear Investors,  
I write market analysis letters to help my clients understand the markets as a means to temper greed when the markets are high and ease the fear when the markets are plunging. Last week, I discussed three technical possibilities.  I wrote that the disastrous option was if the S&P 500 failed to hold the 2,500 level and the markets continued to decline into the next Fibonacci phi mate date. This is exactly what happened.  This was the worst week for the Dow Jones Industrial Average since the 2008 financial crisis and the worst week for the S&P since the Great Depression.  This extraordinary week occurred three months after the unprecedented 19 Hindenburg Omen observations.  Generally, two such observations warn of a potential crash within four months. The markets are crashing from their early October highs with nearly a 20% decline.  The markets are extremely oversold as we enter the plus or minus three trading day window of the December 27th Fibonacci phi mate date.  
This extraordinary week saw the major indices have wild intraday swings ending near the lows of the day each day.  The Dow Jones Industrial Average plunged 1,655.14, or           -6.9%, this week to close at 22,445.37, and is down 9.2% this year.  The S&P 500 Index lost 183.33 points, or -7.1%, to finish the week at 2,416.62, and is down 9.6% this year. The NASDAQ Composite lost 577.67 points, or -8.4%, for the week to close at 6,332.99, and is down 8.3% this year.  The Russell 2000 also suffered an 8.4% decline by losing 118.72 points this week to close at 1,292.09, and is down a whopping 15. 8% this year.   Gold increased by $20.00 an ounce this week to close at $1,258.10, and is down 3.7% this year.  
For the seventh time since he took the reins of the central bank and the fourth time this year, the Federal Reserve Chairman, Jerome Powell, raised interest rates by a quarter of a percent.  This reckless action, along with pulling more than $50 billion from the banking system, is strangling the U.S. economy.  The effect of the previous six hikes has already slowed housing sales by double digit percentages and slowed auto sales based on year over year data.  It was similar actions by the Federal Reserve that started the Great Depression.  I have been saying for years that monetary policy decisions have been made with antiquated data in this instant data era.  The prior rate hikes have slowed the economy and created a challenging environment for stocks, specifically small cap stocks as evidenced by the crashing Russell 2000.  This is because large cap companies are less dependent on lending.  Although many disagree with the Chairman’s action, he did soften the outlook for future rate hikes.  This should have been a short-term positive for investors, but technical and algorithmic computer trading seemed to take over after the Chairman’s press conference. 
From a technical aspect, the flood gate opened when the S&P 500 broke through 2,500.  The markets are extremely oversold this weekend, and it looks like the Fibonacci phi mate may mark the bottom of this wave down.  There are several short-term buy signs for the markets and there should be a significant bounce in the near future.  However, this wave down does not look like it is finished, as we could see an even steeper decline in January or February.   
The Federal Reserve has changed the game and most people do not understand what is happening.  Just about every decade has seen a double-digit market decline in a given year. It is extremely important to be proactive with your portfolio as the possibility of a market crash increases.  It may be time to protect your retirement assets rather than growing them.  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.
