December 31, 2019 

Dear Investors,  
What a difference a year makes.  One year ago, the markets appeared to be unstable.  The Federal Reserve had just raised interest rates for the first time in years and they planned on raising rates during 2019.  There was uncertainty surrounding trade agreements and tariffs with Canada, Mexico and China.  The markets suffered about a 20% decline from their early October 2018 highs and posted their first negative year in a decade and there was talk of a slowing economy.  The markets ended 2019 at extreme over-sold levels.  By the end of 2019, all of the fears and concerns dissipated.  There is a trade agreement with Canada and Mexico sitting in Congress awaiting approval and a trade agreement with China that should be signed any day.  The Federal Reserve did a complete turnaround in monetary policy and the markets enjoyed their best year since 2013.
The Dow Jones Industrial Average finished the year at 28,538.44, up 22.3%.  The S&P 500 Index closed at 3,230.78, up 28.9% for 2019.  The NASDAQ Composite jumped 35.2% this year to finish at 8,972.60.  The Russell 2000 ended 2019 at 1,668.47, up 23.7%.  Gold surged higher to finish the year at $1,520.00, and is up 18.2% this year.  
The single biggest catalyst for this year’s market surge was the reversal of the Federal Reserve’s monetary policy.  The year began with the possibility of two to three more interest rate hikes, which rattled investors because such a policy might slow the economy.  The Federal Reserve basically admitted that they erred by raising rates last year as many global central banks were cutting rates.  The policy turned from no additional rate hikes to one rate cut, then another cut and then a third cut.  The last cut came with the news that they would pause their monetary tightening policy of buying back securities.  This was the spark that ignited the markets’ fourth quarter over-bought surge.
The year began with fear that trade tariffs imposed by President Trump would slow the economy, but that did not happen.  The Individual and Corporate Tax Cuts stimulated the economy.  Despite lower tax rates, the federal government collected more revenue in the fiscal year ended September 30, 2019.  Unfortunately, federal spending still exceeds the higher receipts.  The higher revenue is due to a strong economy and the lowest unemployment rates in more than 50 years.  Consumer spending has been strong and it will be interesting to see what the actual 2019 GDP growth rate will be over the next few months.
From a technical aspect, the markets are at extreme over-bought levels that have not been seen in decades.  The daily and weekly relative strength indices for all of the major market indices are over 70. A reading over 70 is considered over-bought.  It is more concerning that the weekly RSI’s are over 70, which generally signals a multi-week decline.  There was no real reason to sell stocks over the last few weeks and pay taxes on gains this year when you can sell in January and wait for more than a year to pay the taxes.  There is an impending correction on the horizon within the window of Hindenburg Omens that opened in October.  The window for such a decline is up to four months, which is again pointing to a January decline.  When this correction occurs, it should create a short-term buying opportunity.  This year could be volatile as we get closer to the Presidential election.  

Based on conversations with clients over the last few weeks, the investor greed factor is running high.  It is actually amazing that most do not remember that the markets were down last year.  This could be a great time to lock in your 2019 profits and set a clear vision for your 2020 financial plan. Procrastination and hope do not make a retirement or estate plan.  If your New Year’s resolution is to take control of your financial future, then now is the time to make an appointment. Please call our office or e
mail 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. 

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.
