January 14, 2011
Dear Investors:
Today marks the end of the Fibonacci phi mate, or mathematical turning point, window that began on December 29, 2010. It is very interesting that all five major market indices closed at the highs from the rally that began in March of 2009.  The market highs occurred despite another week of disappointing, or worse than expected, economic data filtering through Wall Street.  The S&P 500 Index has been up 17 out of the last 20 weeks since the end of August or the last Fibonacci turning point, and the weekly relative strength index is at 73.36 which is its highest level since 2007.

The markets finished the week at their highs as the Dow Jones Industrial Average gained 112.62 points, or 0.96%, for the week to close at 11,787.38.  The S&P 500 Index added 21.746 points, or 1.7%, for the week to close at 1,293.24.  The NASDAQ Composite finished the week at 2,755.30, which was up 52.13 points, or 1.9%.

The stock market has been artificially inflated by the actions of the Federal Reserve that were intended to create a “wealth effect.”  The theory was that by creating a feeling of wealth among consumers they would spend more money and propel the economy forward.  However, the data clearly shows that consumers are not spending at the pace necessary for the economy to slow the onset of or avoid, a double-dip recession.  The Commerce Department stated that December Retail Sales rose at a pace of 0.6%, compared to 0.8% in November, while the markets were expecting an increase of 0.7%.  Additionally, the University of Michigan’s consumer sentiment for January continues to fall.  The markets were expecting an increase from last month’s 74.5 reading, but it actually came in at 72.7.  As you can see from the following link that shows all of this week’s economic data compared to expectations and the prior period, the data relating to consumer spending is not encouraging, and consumer spending represents about 70% of our gross domestic product or our economy. http://biz.yahoo.com/c/e.html.  
The Federal Reserve does not seem to understand that consumers need jobs to compel them to increase spending.  The markets were surprised by a 30,000 increase in seasonally-adjusted first-time unemployment claims up to 445,000.  The non-seasonally adjusted first-time claims jumped 191,686 to 770,413.  You can see this detail at the following link http://www.dol.gov/opa/media/press/eta/ui/current.htm.  The job market remains tenuous and cannot keep pace with the college graduates coming into the work force.  The weak job market is also affecting the housing market as home prices in many markets continue to slide.
As I have stated for weeks, the markets are over-bought by several technical measures.  The technical market indicators are suggesting that a violent multi-week decline can start at any time.  In November, I suggested that a Santa Rally would carry the markets higher and that rally was prolonged by the extension of the Bush Tax Cuts and strong November sales.  With each passing week, the probability of a sharp market decline increases.  For investors with a short time horizon or for those that may need to tap into their savings in the near term, investing when the probability of a market decline is over 70% is gambling.  For longer term investors it is not as risky because over time you should recapture any short term declines by dollar-cost averaging into your investments.
I encourage you to be proactive with your investments and financial goals and make 2011 the year you implement our WealthVision financial planning portal.  If you have an inactive 401(k) from a previous employer then it is time to take control and roll it into a traditional IRA.
If you have any questions, please do not hesitate to call.  Our mission is to be your trusted financial professionals dedicated to delivering a high level of service to enhance your lifestyle and provide peace of mind.  
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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.  
