January 6, 2017
 

Dear Investors,
The stock market ended the year with sell signals in many technical indicators and a buy sign in gold.  The technical signal for gold was correct. However, heavy buying of stocks on the first trading day of the year moved the stock market sell signs to neutral or short-term buying signs.  The reason is likely related to the “magnetic pull” toward the psychological Dow 20,000 as I discussed in my December 16th letter.  On Friday, the Dow reached an intraday high of 19,999.63 before closing the week at 19,963.80.  The markets have been bouncing at these December Fibonacci phi mate levels for three weeks despite disappointing housing and employment data.

The Dow Jones Industrial Average started the year off by adding 201.20 points, or 1.0% this week.  The S&P 500 Index finished the first week of the New Year up 38.15 points, or 1.7%, to close at 2,276.98.  The NASDAQ Composite, which did not rally as much as the other indices in the last three weeks, caught up by gaining 137.94, or 2.6% this week to close at 5,521.06.  The Russell 2000 did not participate in the New Year’s party and gained only 10.15 points, or 0.75%, to finish the week 1,367.28.  The price of gold jumped out of the gate for the New Year by gaining $112.05, or 10.6%, to settle the week at $1,172.90 an ounce.

November consumer confidence and spending came in substantially higher than expected, which was probably due to the post-election stock market rally.  The actual preliminary retail sales data showed improvement over previous years’ data but does not match the jump in confidence or spending.  Pending home sales and mortgage applications declined.  The December Jobs Report stated that 156,000 jobs were added last month, lower than expectations, but about even with the growing workforce.  The unemployment rate remained at 4.7% due to fewer Americans looking for work.  The labor participation rate remains near all-time lows but the average hourly earnings increased.  Overall, the data was average, except for the housing data, but by no means a justification for the current market levels.
From a technical aspect, gold may see some profit taking but remains on a buy sign.  The stock markets have mixed signals in the very short-term but still look to be on a downward bias over the next month or two.  It will be interesting to see the trading reaction to Dow 20,000.  Will computer algorithms generate additional buying or trigger a profit taking decline?  Technical wave mapping is pointing to a substantial decline this year following the large degree rising bearish wedge that began last February.
In our Forbes article, we talk about retirement planning and helping our clients realize their retirement goals sooner than they may think they can.  Our first step is to gain an understanding of our clients’ spending patterns.  Most retired couples in this area need from $90,000 to $130,000 a year to retire.  These daunting numbers would be offset by social security, which covers about 25 to 35%, a pension, if applicable, and your savings.  Annuities are not investments for growth, but can be a solution to create pension-like lifetime payments.  By rearranging assets, we can show you how your retirement will look with various inflation rates and projected investment returns using our Retirement Cash Flow worksheet.  Our retirement analysis is not 20 colorful pages of pie charts; it is a simple one-page accountant’s approach to understanding cash flow.
If you are nearing retirement, or know someone that is contemplating retirement that may not think that they can retire comfortably, then I encourage you to come in and see how our B.E.L.I.E.V.E. Wealth Management process can clarify your retirement goals.  Now would be a great time to discuss your financial plan, risk analysis, tax plan and the new NJ tax changes. Please call our office or email info@summitasset.com. 
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Annuities are long-term investment vehicles designed for retirement purposes.  Gains from tax-deferred annuities are taxable as ordinary income upon withdrawal.  Guarantees are based on the claims paying ability of the issuing company.  Withdrawals made prior to age 59 ½ are subject to a 10% IRS penalty tax and surrender charges may apply.  

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 McClellan oscillator is a market breadth indicator used in technical analysis by financial analysts of the New York Stock Exchange to evaluate the balance between the advancing and declining stocks.

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.
