June 22, 2018 

Dear Investors,  
Last Friday’s intraday bounce that helped the markets finish well off their lows turned out to be a “head-fake” as the markets continued sharply lower this week.  In fact, the Dow Jones Industrial Average closed lower for eight consecutive trading days before Friday’s gain.  The markets are at a tenuous point with mounting bearish divergences and increasing sell signals.  There were three Hindenburg Omen observations in the last seven trading days.  If you recall, H.O. observations generally occur before a sharp market decline or crash.  The last H.O. observations were in December and the markets declined more than 10% from their January highs. This should be a very interesting week to close out the second quarter.  Also, there is a Fibonacci phi mate turning date of July 3rd, which means that the markets could bottom or peak between June 28th and July 9th (3 trading days before or after the ideal date).  

The Dow Jones Industrial Average lost all of June’s gains by falling 509.59 points, or      -2.0%, this week to close at 24,580.89, and is down 0.6% this year.  The S&P 500 Index lost 24.78 points, or -0.9%, this week to close at 2,754.88, and is up 3.0% this year.  The high-flying NASDAQ Composite slipped 53.56 points, or -0.7%, to finish the week at 7,692.82, and is up 11.4% this year.  The Russell 2000 bucked the trend of the other indices and added 1.67 points, or 0.1%, to close this week at 1,685.58, and is up 9.7% this year.  Gold appears to be finishing a corrective decline by falling $10.90 this week to close at $1,271.10, and is down 2.6% this year.
The economic data continues to be in line with expectations and a few pundits are predicting that the U.S. economy could grow at an annualized rate of 4% during the third or fourth quarter.  This is one reason for the strong surge in small capitalized stocks as evidenced by the all-time highs in the Russell 2000.  However, small-cap companies generally do more borrowing so rising interest rates could quickly and sharply end the party.  Short-term rates are rising and it is only a matter of time before they are higher than long-term rates are, inverting the yield curve.  Inverted yield curves often signal an impending recession. At the current pace, the yield curve may be inverted in August or September.  Another area of concern is that no one is talking about the Federal Reserve’s monetary tightening policy.  Next week begins the third quarter and the Fed is expected to increase its tightening by another $10 billion a month by buying back $40 billion a month. 
From a technical aspect, the markets are oversold in the very short-term so that we could see a bounce and another retest of the S&P ceiling within the Fibonacci window.  If the markets zig-zag higher this week then it could mean that the turn will be sharply lower in July.  On the other hand, if the markets move lower this week then the turn could be higher and could possibly retest the January highs. The probability is greater for the first scenario, especially in light of the Fed’s tightening policy. However, the latter scenario cannot be ruled out.  The probability of a “crash-like” decline occurring this year is high as the February decline may be a preview of what is on the horizon.

Does your employer offer a pension for lifetime income? If not, we can show you how to create lifetime income.  If you are planning to retire soon or are recently retired and you do not have a pension then it is extremely important to learn how your retirement assets can maximize your retirement income.  Our retirement spending worksheet can help you identify your retirement needs and is part of our B.E.L.I.E.V.E. Wealth Management process.  I encourage you to share the benefit with your family and friends to learn how 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.
