June 16, 2017
 

Dear Investors,
Over the last two weeks, the markets generated more bearish divergences including three Hindenburg Omens.  A Hindenburg Omen is a technical market term used to define a tenuous market condition created by an abnormally high number of 52-week highs and lows. A Hindenburg Omen suggests that investors are starting to become unsure of the market's future direction and therefore the market could be due for a major correction. Proponents of this indicator argue that it has been very accurate in predicting sharp sell-offs in the past and that there are few indicators that can predict a market crash as accurately.  Historically, market corrections or crashes always occur after Hindenburg Omens.  However, over the last three years there have been three Hindenburg Omens without a significant correction or crash.  The closest we came to a correction was in January of 2016 when the markets were down just shy of 10% (the level needed to be defined as a correction), and that was following Hindenburg Omens in late 2015.  

The major indices over the last two weeks illustrate investor indecisiveness. The Dow Jones Industrial Average gained 177.99 points, or 0.8%, over the last two weeks to close at 21,384.28, and is up 8.2% this year.  The S&P 500 Index slipped 5.92 points, or -0.2%, over the last two weeks to close at 2,433.15, and is up 8.7% this year.  The NASDAQ Composite plunged 154.04 points, or -2.4%, over the last two weeks to close at 6,151.76, and is up 14.3% this year. The Russell 2000 was virtually unchanged over the last two weeks adding 1.34 points, or 0.1%, to close at 1,406.73, and is up 3.65% year to date.  Gold dropped $26.30 to close at $1,255.20, and is up 18.3% this year.
The most important news of the week was that the Federal Reserve increased short-term interest rates despite anemic first quarter GDP growth and disappointing jobs data.  Once again, Chairwoman Janet Yellen discussed tightening the money supply by the end of the year. This means reducing the $4.5 TRILLION balance sheet.  In layman’s terms, it means that they will be slowly pulling the $4.5 trillion that inflated the markets out of the banking system.  Think of it as taking the training wheels off of a bicycle while the child is still riding it.  The Federal Reserve believes that the economy can pedal on its own and keep going forward despite continued weak economic data.  The only thing that has been strong is the stock market, but it is not supported by fundamentals.
From a technical aspect, the mounting bearish divergences are occurring as we approach a major market turning point plus or minus a few days of June 20th.  Could it be another short-term bottom before the markets jump higher?  Anything is possible. However, the probability of that scenario is low based on current indicators.  Two weeks ago, I wrote that it appears that the Dow could peak near 22,000 and the S&P near 2,475 (I incorrectly typed 2,275).  Therefore, I would not be surprised to see one more short-term pop higher in the next few days to complete the long-term rising bearish wedge.  
It is time to be smart and proactive with your portfolio.  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.  Our no-obligation consultation could be the first step toward your retirement goal.  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.
