
August 1, 2014 
  

Dear Investors, 
 
In my letter two weeks ago, I suggested that the markets’ technical path seemed to be 
temporarily disrupted by the downing of the Malaysian jetliner in Ukraine on Thursday, 
July 16th.  I suggested that it looked like the S&P 500 Index needed to close near 2,000 to 
complete the current technical wave higher.  Over the next week, the S&P 500 did move 
higher to culminate at an intraday high of 1,991.36 and a closing high of 1,987.98 on 
Thursday, July 24th. This was one week after the estimated Fibonacci phi mate turning 
date.  The Dow Jones Industrial Average peaked with an intraday high on July 17th and 
retested its high on July24th.  The markets started this week with a mild decline and then 
plunged over two days making it Wall Street’s worst week in two years. 
 
Over the last two days, the Dow Jones Industrial Average plunged over 386 points and 
since my last letter, it has lost 606.81 points, or -3.6%, to close at 16,493.37.  The blue 
chip index is now down 0.5% for the year.  The S&P 500 Index lost 53.07 points, or -
2.7%, over the last two weeks to close at 1,925.15, and is up 4.2% this year.  The 
NASDAQ Composite declined 70.51 points, or -1.8%, over the last two weeks to close at 
4,352.64, and is now up 4.2% for the year.  The Russell 2000 was plunged 36.75 points, 
or -3.2%, to close at 1,114.86, and is now down 4.2% in 2014. 
 
In my July 11th letter, I discussed the significance of the markets’ key support levels.  I 
suggested that if the markets broke below their 50-day moving averages, then it would 
signal the start of a powerful multi-week decline (wave (d) down).  This week, the 
markets dropped well below their 50-day moving averages and are on the verge of 
breaking below their respective 100-day moving averages.  If the S&P 500 closes below 
1,910, then it is further confirmation that wave (d) down has started.  Wave (d) down 
should last several weeks with smaller waves up and down that retest previous highs but 
set lower lows.  At this point, technical indicators are suggesting another large price 
move early this coming week.  Based on the current market levels, I would expect the 
large move to be a bounce higher as a brief pause in the downward slide.  It would not be 
surprising to see the S&P 500 trade lower than its 200-day moving average, which is 
currently 1,858.  If this is wave (d) down, then it could be the long-awaited 10% market 
correction that has not occurred since 2011. 
 
Despite retail sales coming in worse than expected during each month of the second 
quarter, the Commerce Department estimated that the U.S. GDP grew by 4% during the 
second quarter.  A majority of the growth was attributed to an increase in inventories.  
However, increasing inventories does not mean that consumers are buying more and  
about 70% of the U.S. economy is made up of consumer sales.  Therefore, I would not be 
surprised to see this number revised substantially lower over the next two months. The 
Commerce Department originally estimated that the first quarter GDP only grew by 
0.1%, which has now been revised down to -2.1%.  In addition to the bloated GDP 
growth rate, the Department of Labor was able to estimate that 209,000 new jobs were 
added to the economy last month.  It is hard to believe that the Department of Labor can 



determine the number of new jobs added just 8.5 hours after the month officially ended.  
What is more concerning is that the Federal Reserve actually relies on this data to make 
decisions. 
 
Our conservative, tax-efficient approach to financial planning helps our clients 
understand the risks and the possible rewards of investing in various asset classes. It can 
help you develop an asset allocation strategy that meets your tolerance for risk and 
volatility.  Our Social Security analysis along with our B.E.L.I.E.V.E. Wealth 
Management process can help you understand and project your retirement income.  If you 
want to discuss your Social Security options, financial plan, tax strategies or would like a 
brochure on our B.E.L.I.E.V.E. Wealth Management process, please call my office. The 
next Market Letter will be on August 15, 2014. 
 
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.  There is no guarantee that a diversified portfolio will enhance overall returns or 
outperform a non-diversified portfolio. Diversification does not protect against market risk. 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.  
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