August 2, 2013
 

Dear Investors,
Last week, the markets seemed fragmented as some indices peaked and others did not.  I suggested that we might see another small wave higher where all of the major indices peak on the same day.  This week, the markets appeared to have followed that path as all four major market indices reached closing highs this Friday despite another week of disappointing economic news.  With all of the indices closing at a high point after a six week rally and the over-bought levels of the daily and weekly Relative Strength Indexes, there is high probability for a market correction in the coming days and weeks.  This correction should see the markets trade down to and bounce off of the June 24th lows.  If this occurs, then based on technical market indicators, there is a high probability that the market will surge higher once again to new all-time highs.  The final surge or wave higher could be the last peak before the current market bubble explodes and kicks off a multi-year decline similar to what happened in 2007.
The Dow Jones Industrial Average gained 99.53 points, or 0.6%, this week to close at 15,658.36, and it is up 19.9% in 2013.  The S&P 500 Index added 18.02 points, or 1.1%, to finish the week at 1,709.67, and is up 19.5% this year.  The NASDAQ Composite surged 76.43 points, or 2.1%, to finish the week at 3,689.59, and is up 22.2% year-to-date.  The Russell 2000 gained 1.1%, or 11.35 points, to finish the week at 1,059.86, and is up 24.8% this year.
The first quarter GDP growth rate was revised down from 1.8% to 1.1% and the first estimate for the second quarter growth rate is 1.7%.  The first estimate for the first quarter GDP growth rate was 2.5% but now we have learned that this estimate was off by 56%.  The July Jobs Report showed that only 162,000 jobs were added to the economy last month and that the May and June numbers were revised lower than was originally announced.  The unemployment rate dropped from 7.6% to 7.4% but that is primarily due to the fact that another 240,000 Americans dropped out of the workforce.  It makes sense because it is estimated that 10,000 to 12,000 Baby Boomers retire each day.  The average hours worked per week dropped by 0.1%, which is an indication that most of the jobs were part-time. This also makes sense because of summer hiring.  None of these factors are signs of a strengthening or improving economy and certainly are not catalysts to drive the markets to new all-time highs. The markets continue to move higher on weaker economic data because Wall Street is still pumped on the economic steroids from the Federal Reserve.  The weaker the economic data, the longer the money printing policy will continue. However, when the stimulus stops, the stock market bubble is likely to burst. 
This is a very dangerous time for investors.  The stock market is over-valued for the current market conditions.  Bond prices are set on the anticipation of higher interest rates which could drive the price of long term bonds down.  The commodities market, which is a non-traditional asset class, was devastated during the first six months of the year and most analysts believe that it should rebound in the second half of the year.  With that understanding, there are many investment alternatives to achieve bond-like yields without the risks associated with rising interest rates.  
If you have not reviewed or rebalanced your portfolio lately, then now might be the best time to do so. Developing a solid financial plan starts with identifying your spending habits, needs and desires.  We have developed a Retirement Spending Worksheet based on our clients’ actual spending patterns to help you plan for a comfortable retirement.  As people are living longer, the major concern for most retirees is that they will outlive their retirement assets.  Our B.E.L.I.E.V.E. Wealth Management process can help you with your retirement and financial goals.  
If you have any questions, would like to discuss your financial plan, or would like a brochure on our B.E.L.I.E.V.E. Wealth Management process, please call my office.
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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 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. 
