February 24, 2017
 

Dear Investors,
The Dow Jones Industrial Average closed at new record highs for the last 11 trading days.  The record from 1987 is 13 consecutive record high closing days.  In fact, in 1987 the Dow retested that record a few months later with 11 consecutive new highs before falling more than 35%.  Over the last three months the markets have blown through the last two Fibonacci phi mate dates and now sit at daily and weekly relative strength index (RSI) levels rarely seen in history.  The Dow has had two stretches of seven consecutive positive days prior to the current streak.  I would not be surprised to see the Dow break the 30-year record for consecutive new highs.  
Over the last 11 trading days, the Dow Jones Industrial Average has soared 767 points, or 3.8%, to close at 20,821.76, and is up 5.4% this year.  The S&P 500 Index has added 73 points, or 3.2%, over the last 11 days to close at 2,367.34, and is up 5.8% this year.  The NASDAQ Composite closed at 5,845.31, and is up 8.6% this year.  The Russell 2000 is lagging the other indices as it is up only 2.8% after closing the week at 1,394.52.  Meanwhile, the price of gold finished the week at $1,258.00 an ounce, and is up 18.6% this year.
Almost every day this week the Dow started lower, some days with triple digit declines, only to finish positive by the closing bell.  In fact, the Dow was negative almost all day Friday until just minutes before the closing bell as market makers pushed the Blue Chip index into the green.  Not only are the U.S. markets extremely over-bought, they are also disconnected from other global markets.  The Canadian stock market fell 15% and the German market suffered a significant decline on Friday.  Since mid-2015, the China market has lost 49% of its value, the Hong Kong and Brazilian markets are down 35%, France is down 26% and Japan is down 25%. So what is going on with the U.S. markets?  Hope.  Hope is not a fiscal plan or a financial plan.  The U.S. economy would have to grow at more than 4% to support the current market levels.

Last week, January retail sales were up 0.4%, which was above economists’ expectations of 0.1%, but December retail sales were revised down from up an increase of 1.0% to up 0.6%.  Is this a sign of consumer strength, or a timing difference? The fact is that retail sales are still lower than expected over two months.  January existing home sales were slightly better than expected, but new home sales failed to meet expectations.  Factory capacity utilization slipped over the last two months. How many signs are needed to see that the markets are way ahead of the economy?

The S&P 500 Index is now trading about 27 times forward earnings, which is extraordinarily high.  The Dow has a daily RSI of 82 and a weekly RSI of 79. Remember, an RSI greater than 70 indicates an over-bought market.  The S&P 500 Index has a daily RSI of 79 and a weekly RSI of 74.  On Friday, the number of new highs fell in half as the number of new lows doubled on the New York Stock Exchange without a large downside move in the indices. 
If you or someone you know is contemplating retirement, but think that you may not be able to 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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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.
