February 4, 2011
Dear Investors:
Based on the trading activity last week, it appeared that buyers would jump into the market after last Friday’s sharp decline. However, the technical indicators did not look like the markets could post any meaningful gains for the week.  The markets continued their upward climb despite another week of poor economic data and escalating tensions in the Middle Egypt.  The Federal Reserve is continuing to print and pump money into the markets to mask the underlying weakness in our economic recovery.  As I have been saying for months, there is no question that the economy is better than it was a year or two ago, but it is not as strong as the inflated stock market values indicate.  This dangerous artificial growth created by the Federal Reserve is no different than an athlete on steroids.  

The Dow Jones Industrial Average closed up every day this week on declining trading volume and closed at 12,092.15, which was up 268.45 points, or 2.3%, for the week and is now up 4.45% for the year.  The S&P 500 Index was up four out of the five days this week to finish up 34.53 points, or 2.7%, closing at 1,310.87, and is up 4.2% for the year.  The NASDAQ Composite gained 3.1%, or 82.41 points, to close the week at 2,769.30, and is up 4.4% in 2011.
The week started out with mixed news from the Department of Commerce as it announced that December’s Personal Income was up 0.4%, compared to the markets’ expectations to be up 0.5%.  Personal Spending increased 0.7%, which was 0.1% more than the markets were expecting.  However, the real boost to the markets came on the much better than expected jump in the Chicago’s Purchasing Managers Index.  This regionalized survey tries to gauge increases in manufacturing.  Since most manufacturers and retailers went into the holiday season with lower inventory levels, it is logical for manufacturers to increase spending to restock their depleted inventory levels.  We learned on Tuesday that December construction spending dropped by 2.5% compared to the 0.4% decline that most economists were expecting. On Wednesday, ADP announced that 187,000 private sector jobs were created in January, which was 42,000 more than Wall Street’s expectations.  On Thursday, seasonally adjusted first-time unemployment claims for the week ended January 29th dropped by 42,000 to 415,000 claims, but it is important to realize that most unemployment offices throughout the Northeast were snowed in one or two days last week.  On Friday, the Department of Labor released the January Jobs Report which, by most economists’ opinion, made no sense.  The headline was that the unemployment rate dropped to 9.0%, which would be terrific if it were true.  But the reality is that many Americans may have stopped looking for work or their 99 weeks of unemployment benefits may have expired.  The drop in the unemployment rate does not make sense because the government’s report showed that only 35,000 jobs were created last month. Whether you believe the government or ADP neither is enough to make the unemployment rate drop by 0.6% from last month.  In addition to the paltry job growth, the average weekly hours worked dropped from 34.3 to 34.2 which is not consistent with robust hiring. 
As the week progressed, the situation in Egypt continued to deteriorate.  Egypt is a major ally to the US and Israel and has been a stable force in an otherwise tumultuous region.  Many foreign countries and the International Monetary Fund (IMF) have blamed the Federal Reserve for creating global inflation by devaluing the US dollar.  The Federal Reserve embarked on a dangerous course when it implemented the Quantitative Easing 2, aka printing money, policy that Chairman Ben Bernanke referred to as the “last resort.”
Last Friday, the markets sold off sharply based on the protests in Egypt.  This week, as the situation worsened, it no longer seemed to matter.  Investors shrugged off the weak economic data and the turmoil in the Middle East even though technical market indicators remain at overbought levels.  There is another Fibonacci phi mate or market turning point date on February 14th, so it will be interesting to see if, and when, Wall Street will decide that the Federal Reserve steroids have run their course.
A diversified portfolio is your best defense to these challenging economic times.  Most investors expect every investment to go up with the market, but a strong diversified portfolio tries to seek equilibrium as one segment goes down, another goes up.  I encourage you to be proactive with your investments and financial goals and make 2011 the year that 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.  
