September 12, 2015
 

Dear Investors,

Last week, I said that there was a very high probability that the markets will trade below their August 24th lows.  The trading activity this week still supports that premise.  The decline that ended with the August 24th lows looks to be wave (1) down from the late July high.  It appears that wave (2) up is nearing the end which means that wave (3) down would begin sometime soon.  Wave (2) consisted of many sharp oscillating sub-waves that formed a Rising Bearish Wedge.  If you were to draw a line along wave (2) it would appear that it could peak with the S&P 500 Index around 1,990.  However, that is an estimate but the markets are certainly within a reasonable margin of error of that target.  When wave (3) starts, technical analysis is suggesting that we could see a steep powerful decline that could see the S&P 500 Index in the 1,500’s and the Dow Jones Industrial Average in the 13,000’s. 

The Dow Jones Industrial Average gained 330.71 points, or 2.1%, to close at 16,433.09, and is down 7.8% this year.  The S&P 500 Index also added 2.1%, or 39.83 points, to finish the week at 1,961.05, and is down 4.75% this year.  The NASDAQ Composite was the biggest percentage gainer of the week as it rose 3.0%, or 138.42 points, to finish the week at 4,822.34, and is now up 1.8% for the year.  The Russell 2000 almost recovered most of last week’s losses as it gained 21.62 points, or 1.9%, this week to close at 1,157.79, and is down 3.9% for 2015.  
The next Fibonacci phi mate turning date is ideally pegged for September 15, plus or minus up to three trading days.  Therefore, it is possible that wave (2) could have ended with Friday’s close or will end sometime this week.  No one knows if this is a minor or major turning point or if it is a turning point higher or lower.  Technical analysts try to weigh all of the data to determine probable scenarios.  There are several bearish divergences, including the number of S&P 500 companies hitting new lows that has almost doubled over the last week even though the broad market index moved higher. So there is also a high probability that the coming turn will be a major peak. There is another projected turning point estimated for October 9th.  Coincidentally, the Federal Reserve is going to announce its interest rate decision this week which is sure to move the markets.  Many believe that the Fed should raise interest rates by 0.25%.  There are pros and cons and various arguments of what the markets will do if the Fed raises rates or not.  The bottom line is that no one knows for sure.
The purpose of my letter is not to give you short-term trading advice nor is it to time the markets. The purpose of my letters is to let my clients know that market ups and downs happen and that this is normal.  I try not to blindly invest money into over-valued markets.  If you are a recent client then you will know that I have been waiting for stocks to go “on sale.” As I have said before, it is true that dividend yields on US stocks are very good, much better than CDs.  As a multiple of earnings, the U.S. markets could be considered cheap, or a good value.  However, that does not mean that the markets will not go lower.  Unfortunately, investors panic, especially those nearing retirement or those who retired, when markets decline.  With the largest segment of the population approaching retirement there could be many overreactions to the up and down side in the coming months and years. 

Depending on your time horizon and risk tolerance, it may be time to sell into the next rally and reallocate your portfolio.  It is our conservative, tax-efficient approach to financial planning that sets us apart from others.  If you want to discuss your financial plan and tax strategies or would like to refer a friend or family member, please call our office or email info@summitasset.com. It is time to put our B.E.L.I.E.V.E. Wealth Management process to work for you. 

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 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.
