June 7, 2019 

Dear Investors,  
After suffering the worst month of May in nearly a decade, investors welcomed in the month of June with the best weekly gain of the year.  Last week, I suggested that the markets were over-sold and we are likely to see extreme moves higher and lower.  The markets exploded higher to recover more than half of May’s losses in just one week.  The rally began with short-sellers buying to take profits.  When investors continue to buy securities at high, over-bought levels, short-sellers sell their positions to those who want to buy.  When the markets decline, short-sellers buy back their positions as others panic and sell.  The rally continued during the week in anticipation of another rate cut by the Federal Reserve.  The worse the economic news was, the better it was for investors.  This is extremely troubling, and should not be the reason for the markets to move higher.  More importantly, this week’s sharp move higher does not undo the technical damage that occurred during the last few weeks.
The Dow Jones Industrial Average exploded 1,168.90 points, or 4.7%, higher this week to close at 25,983.94, and is up 11.4% this year.  The S&P 500 Index rocketed 121.28 points, or 4.4%, higher this week to close at 2,873.34, and is up 14.6% this year.  The NASDAQ Composite jumped 288.95 points, or 3.9%, this week to close at 7,742.10, and is up 16.7% this year.  The Russell 2000 was the laggard of the week gaining 3.3%, or 48.90 points, to close at 1,514.39, and is up 12.3% this year.  Gold jumped $34.70 an ounce to finish the week at $1,344.90, and is up 4.7% this year.  
The markets are still reacting to the ebb and flow of trade talks with China and Mexico.  This week, it became apparent that there would be an agreement with Mexico which helped move the markets higher.  However, the real catalyst for the sharp move higher was the dismal economic news.  On Wednesday, the ADP Jobs survey was substantially lower than expected, which helped push the markets higher because investors are hoping for another interest rate cut.  Then on Friday, the June Jobs report estimated that only 75,000 jobs were added to the economy last month.  However, that estimate assumed that 204,000 new jobs were added by newly created businesses.  Without that guesstimate, the economy lost 129,000 jobs.  Once again, this terrible news propelled the markets higher.  Bad news is good news for the markets in pure hope that the Fed lowers interest rates.  If they do not lower rates, then that could ignite a sharp sell-off in July.
From a technical aspect, the markets are over-bought on a short-term basis but could move a bit higher.  In general, a corrective technical bounce retraces about two thirds of the decline, which would mean that we could see another 1%-2% move higher.  However, this week’s move higher has not changed the downward trend signal yet.  
This market volatility is a great opportunity to reallocate your portfolio and take some profits.  The downside risk is greater than the upside potential.  We can help you reduce the risk in your portfolio or create a retirement plan to provide lifetime income.  If you have any questions, please call our office for a no obligation financial review.  
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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 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.
Precious metal investing involves greater fluctuation and potential for losses.
Past performance is no guarantee of future result.
