April 13, 2012
 

Dear Investors:

With the benefit of two weeks of hindsight, it is clear that the markets pivoted on April 2nd, the first trading day after the two week cluster of model turn dates.  The two week decline formed three sub-waves in which the first declining sub-wave broke below key support levels.  The second rising sub-wave may have finished Wednesday afternoon.  The market appears to be in the third declining sub-wave, which closed the week precisely at the S&P support level of 1,370 that was breached earlier in the week.  What makes this more interesting is that there is a Fibonacci phi mate turn date coming up on April 23rd.  We could therefore see the markets continue to decline to the next S&P critical support level of 1,340, or bounce from the current level in a three sub-wave move higher (up, down, up) that finishes within a day or two of the Fibonacci phi mate date.
The Dow Jones Industrial Average dropped 210.55 points, or -1.6%, this week to close at 12,849.59, and is up 5.2% this year.  The S&P 500 Index fell 27.82 points, or -2.0%, this week to close at 1,370.26, and is up 9.0% year to date.  The Russell 2000 closed the week at 796.29 after losing 21.89 points, or -2.7%, and is up 7.5% this year.  The NASDAQ Composite lost 69.17 points, or -2.2%, this week to close at 3,011.33, and is up 15.6% for 2012.
The economic data continues to flash warning signs for those who want to see them.  This week, March wholesale inventories increased 0.9%, which is much higher than the 0.5% that the experts were expecting.  An increase in wholesale inventories means that retailers are not selling as much as they had hoped to and therefore do not need to quickly restock. I do not know why economists expected the number to be much better following two months of sluggish retail sales and durable goods data. Perhaps they believe that the job growth surveys and estimates are real.  Once again, as we come to the end of tax season, we begin to see a reversal in the first-time unemployment claims.  For the week ended April 7th, the seasonally adjusted first-time unemployment claims jumped to 380,000 which are 25,000 more than expected.
We have not heard much about Greece lately, because the economic troubles of Spain and Italy have jumped to the forefront.  However, none of the European issues have been resolved or corrected.  Since European countries are collectively the largest importer of Chinese goods, it would be unrealistic to think that China’s growth will not be impacted by economic woes in Europe.  In fact, this week we learned that China’s GDP came in at 8.1% which is lower than the expected 8.3%, and much lower than the 9% “whisper” estimate.

There are many ways to increase the overall yield of your portfolio in these challenging times.  If you are worried about paying for your children’s education, nearing retirement, or concerned about estate planning, our unique B.E.L.I.E.V.E. process can help you identify and reach your financial goals.
If you have any questions, please contact our office for an appointment to start your financial plan.  Our mission is to be your trusted financial professionals dedicated to delivering a high level of service to enhance your lifestyle and provide peace of mind.  

Best Regards,

Vincent Pallitto, CPA, CFP®   
Certified College Planning Specialist
Summit Asset Management, Inc.
www.summitasset.com
973-301-2360
973-301-2370 Fax
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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 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. 
