January 9, 2015
 

Dear Investors,
If the first six trading days of 2015 are any indication for the rest of the year, then it looks like we are in for a wild ride.  Last Friday was the first trading day of the year and trading commenced with low volume and volatility.  However, that changed quickly this week with five consecutive days of triple-digit moves for the Dow Jones Industrial Average.  By Tuesday, January 6th, the markets lost all of their November and December gains. A sharp V-shaped reversal on Wednesday and Thursday then recovered most of this short year’s losses. The markets went down about 1% on Friday after a confusing and disappointing December Jobs Report.  

The Dow Jones Industrial Average finished the first full week of trading at 17,737.37, which was down 85.70 points and is down 0.5% for 2015.  The S&P 500 Index ended the wild first six days down 14.09 points to close at 2,044.81, and is down 0.7% this year.  The NASDAQ Composite closed the week at 4,704.07, and is also down 0.7% for the year.   The Russell 2000 index is down 1.6% this year as it closed at 1,185.68 this week.

This will be a very important week from a technical standpoint because we seem to be at a technical crossroads.  A nearly perfect, five-wave, upward trend has formed since the October 15, 2014 lows and it looked like a fifth wave higher started on Wednesday.  However, Friday’s decline could mean that something else is occurring.  If Friday’s decline turns out to be a brief correction of the two-day meteoric rise and does not close lower than last Tuesday’s low, then the markets could move higher to new all-time highs to complete the fifth wave.  However, if Friday’s decline continues early this week and closes lower than last Tuesday’s low, then it is likely that the rally from October 15th was a three wave pattern that ended with the market highs on December 28th and we could be in the early stages of a significant downward trend.  
Most of the economic news was disappointing this week.  November factory orders were lower than expected and wholesale inventories were higher than expected.  Although, November consumer credit was lower than expected which, I believe, was due to lower gasoline prices.  Economists feel that these lower prices at the pumps will have spurred holiday spending and therefore expect holiday sales to be stronger than last year. On Friday, the December Jobs Report survey stated that another 252,000 jobs were created last month and the unemployment rate dropped to 5.6% because the labor force participation rate declined again.  The disappointing part of Jobs Report showed that average hourly earnings have declined which should not happen if all of these “jobs” were created.  Therefore, it is hard to understand why or how economists are expecting this year’s holiday sales to be stronger than last year’s.  A decrease in consumer credit, an increase in people who stopped looking for work and a decline in the average hourly earnings should not add up to the increased spending this holiday season that would be necessary to reach the lofty GDP growth expectations. If you did not get to read the GDP commentary from Mauldin Economics in my year-end letter, then I strongly suggest that you read it now to get an understanding of “The Crap Behind the Numbers.” Link to http://www.mauldineconomics.com/connecting-the-dots/. 
As we begin our 15th year at Summit Asset Management, we want to thank our clients for letting us share our conservative, tax-efficient approach to financial planning.  We take great pride in educating our clients about their retirement and investment options which then empowers them to make informed decisions.  As you know, we do very little advertising so most of our growth comes from our current clients and their referrals.  If you want to discuss your financial plan and tax strategies or would like to refer a friend or family member, please call our office or email info@summitasset.com. 

It is time to put our B.E.L.I.E.V.E. Wealth Management process to work for you. 
Best Regards,
Vincent Pallitto, CPA, CFP®   
Certified College Planning Specialist
Summit Asset Management, Inc.
www.summitasset.com
973-301-2360
973-301-2370 Fax
A branch office of, and securities offered through LPL Financial
Member FINRA SIPC
 
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 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.
