November 1, 2013
 

Dear Investors,
I suggested last week that the markets appeared to be running out of steam but could move higher after a brief pause.  After a small market decline on Monday, the four major market indices, plus the Dow Jones Transportation Index, all reached new closing highs on Tuesday.  Over the next three days the major market indices zigzagged in different directions. Since the next market model turn date is Sunday, November 3rd, there is strong evidence to support the possibility that Tuesday’s closing highs could be the beginning of the next wave down.  If Tuesday was not the turning point then the markets could spike higher early this week.  There is a high probability that the impending correction will continue for about three weeks into or around the next Fibonacci phi mate date of November 20th.  If the S&P 500 Index does not close lower than the October 8th low on its next wave down then we could see the broad market index soar to near 1,875 as year-end approaches.  However, if the next wave down closes lower than the October 8th low then it is very likely that the markets will not close higher than the October 29th highs. 
The Dow Jones Industrial Average gained ground for the third consecutive week as it added 45.27 points, or 0.3%, this week to finish at 15,615.55, and is up 19.2% for the year.  After spiking to a new all-time high on Tuesday, the S&P 500 Index only added 1.87 points, or 0.1%, this week to finish at 1,761.64, and is up 23.5% this year.  Even though the NASDAQ Composite reached a new closing high on Tuesday, it lost 21.32 points, or -0.5%, for the week and closed at 3,922.04, which is up 29.9% year-to-date.  The Russell 2000 lost 2.0%, or -22.67 points, for the week even though it also hit a new closing high on Tuesday and finished the week at 1,095.67, which is up 29.0% this year.
It was a mixed week of economic data with some data points exceeding expectations and others falling short of expectations.  The September industrial production survey was two times what economists were expecting but capacity utilization was only slightly better than expected.  Business inventories rose more than expected in September and retail sales were down one-tenth of a percent in September, which was what economists were expecting.  The Producer Price Index declined more than expected but the Consumer Price Index rose more than expected last month.  The most discouraging data points this week were that September’s pending home sales declined by 5.6% and consumer confidence declined.  However, investors have not been trading based on economic data in the past few weeks. Instead, they have been trading on the fact that the Fed will continue to prop up the market which leads to technical trading
There has been a lot of attention in the media about the flaws in the healthcare.gov website.  However, many people do not understand what the effects will be in 2014 and beyond under the Affordable Care Act (Obamacare).  We have seen premiums increase by 25% to 50% in the health insurance plans that we offer to our clients. These new insurance premiums will be unexpected for many and equate to significant increased fixed monthly costs. The result will be a significant drag on consumer spending and the economy in 2014 and could be the reason behind a significant market decline that technical indicators have been suggesting will occur in early 2014.

I strongly encourage you to be proactive to minimize your 2013 tax liability.  Now may be a great time to harvest tax losses and reallocate a portion of your portfolio to take advantage of market opportunities.  

If you have not seen our new website, please visit www.summitasset.com.  Also, we are now on Facebook and Twitter, so please Like us on Facebook or follow us on Twitter.  This is a great way to introduce family, friends and colleagues to our B.E.L.I.E.V.E. Wealth Management process.
If you would like to discuss the financial trends or have any questions, want 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.
Best Regards,
Vincent Pallitto, CPA, CFP®   
Certified College Planning Specialist
Summit Asset Management, Inc.
www.summitasset.com
973-301-2360
973-301-2370 Fax
A branch office of, and securities offered through LPL Financial
Member FINRA SIPC
 
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. 
