January 16, 2015
 

Dear Investors,
Last Friday, the markets appeared to be at a technical crossroads after six days of turbulent whipsaw trading.  The question was if the markets were forming a five wave pattern from their October lows, which meant that there could be more upside ahead, or did the markets form a three wave pattern from their October lows, which meant that the pattern may have completed on December 28th.  The pivotal point was whether or not the markets closed below their January 6th lows.  The markets did close below their January lows, which increases the probability that the rally wave from October may have finished in December.  The next critical level to watch is the December 16th lows.  If the Industrials close below 17,068 and the S&P 500 closes below 1,972, then it would suggest that the markets have begun a multi-week decline that could bring the markets down to their October 15th levels or lower.

It was another extremely volatile week on Wall Street.  The Dow Jones Industrial Average moved a total of 1,495 points from each day’s high to low this week.  In order to put this volatility into perspective, during the entire month of November the Dow moved a total of 1,677 points!  The Blue Chip Index finished the week at 17,511.57, down “only” 225.8 points, or -1.3%, and is down 1.75% in 2015.  The S&P 500 Index lost 25.39 points, or -1.2%, to close the week at 2019.42, and is down 1.9% so far this year.  The NASDAQ Composite closed the week at 4,634.38, down 69.69 points, or -1.5%, and is down 2.2% for the year.   The Russell 2000 index lost 9.03, or -0.76%, to close at 1,176.65, and is down 2.3% this year.

Most of the economic news was lower or worse than expected.  The biggest news of the week was that December’s retail sales were down 0.9%.  Economists were expecting an increase of 0.1%.  The Commerce Department also made significant revisions to the October and November retail sales figures.  The National Retail Federation announced their holiday sales to be up 4.0% over last year.  Economists were expecting that increase to be 4.1% - 4.2% greater than 2013’s disappointing holiday sales.  Declining oil prices may have accounted for some of the 0.9% December decline, but economists should have known that in their expectation models. When you combine the Commerce Department data with the NRF, it is logical to assume that the declining gas prices did not translate into increased retail sales.  December’s Producer Price Index was slightly higher than expected and the Consumer Price Index was down 0.4% which was in line with expectations, primarily due to lower gas prices.  Industrial production was down 0.1% as expected and factory capacity utilization was slightly lower than expected.  There was a jump in seasonally-adjusted first-time unemployment claims from 297,000 last week to 316,000 this week. This was not a surprise since it happens every year after the holidays.  
In addition to the spike in unemployment claims on Thursday, the markets were rocked by news out of Switzerland.  The Swiss National Bank removed the cap on the Swiss franc to trade freely against the euro and lowered a key interest rate to -0.75% from 0.25% to increase consumer spending and discourage consumers from putting money in banks or investing in bonds with negative interest. This should be a warning sign to global markets.  The S&P sold off sharply extending its losing streak to five days.  The S&P was not down five consecutive days in all of 2014, yet has already had two five-day losing streaks in 2015.  The news from Switzerland pushed the markets to extreme short-term oversold conditions, so Friday’s rally seemed to make sense.  If the S&P moves up to the 2,035 level and reverses course, then this downward trend could continue and we should be watching for that key 1,972 level.
As we begin our 15th year at Summit Asset Management, we want to thank our clients for letting us share our conservative, tax-efficient approach to financial planning.  We take great pride in educating our clients about their retirement and investment options which then empowers them to make informed decisions.  As you know, we do very little advertising so most of our growth comes from our current clients and their referrals.  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 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.
