March 20, 2015

  

Dear Investors,

  

The markets are made up of all types of investors. They range from day and short-term traders to long-term buy and hold investors. If you are not a short-term trader, then the markets' trading activity this week should really concern you. The markets exploded higher this week after Federal Reserve Chairwoman Janet Yellen basically said that the Federal Reserve may not raise interest rates as soon as June because the economy is not as strong as they had hoped it would be at this time. The Fed also lowered its year-end estimate for interest rates. However, they could start raising rates after their April meeting if the economy improves. If this sounds like confusing double-talk, that is because it is and short-term traders love it. As I have been discussing over the last few weeks, the economic data has been disappointing. The Fed acknowledged the disappointing data and suggested that 2015's GDP may be lower than they expected. Yet this acknowledgment was the catalyst for the market surge as if the Fed announced another quantitative easing policy, which they did not do nor do they have any intention of doing. 

 

The volatile week ended with the Dow Jones Industrial Average surging 378.34 points, or 2.1%, to close at 18,127.65, and is now up 1.7% for the year. The S&P 500 Index gained 54.7 points, or 2.7%, to close the week at 2,108.10, and is now up 2.4% so far this year. The NASDAQ Composite jumped 154.66 points, or 3.2%, to finish the week at 5,026.42, and is up 6.1% for 2015. The Russell 2000 gained 34.23 points, or 2.8%, this week to close at 1,266.37, and is up 5.1% this year.

 

The price action this week looks like wave (d) down ended on March 11th and wave (e) higher was confirmed with the surge following the Fed announcement. I previously discussed the major market turning point projected for the last week in March or early in April. Although wave (d) ended sooner than projected, it looks as though wave (e) could bring the Dow to the projected 18,500 and S&P to 2,150 as the turning points approach. This does not mean that the markets will go straight up; wave (e), like other waves, will consist of sub waves of up and down moves before it peaks.

 

Once again, the economic data this week was mostly lower than expected. However, it looks as though the Fed's double-talk has created a short-term situation where poor economic news causes the markets to go higher and positive news causes sell-offs. If you take a step back and think about what is really going on, then you have to be concerned. We are in the sixth year of a mature bull market that was created by the Federal Reserve printing and pumping trillions of dollars into the markets. The wealth-effect was supposed to stimulate economic growth, create jobs and inflation. If you believe the employment data, then job growth has been strong over the last two years. However, the economy is still struggling with anemic growth. The Fed is going to raise interest rates at some point this year as other countries continue to cut their rates. Unfortunately, since Ben Bernanke was Chairman of the Federal Reserve, the Fed seems to be more concerned about managing stock market prices rather than its mandates of employment and inflation. For those who disagree with that statement, how do you explain the wealth-effect policy that was supposed to stimulate the economy?

 

There are opportunities to get solid market-like returns while protecting your principal. If you would like to learn more about these alternative investments, please call our office for an appointment. It is our conservative, tax-efficient approach to financial planning that sets us apart from others. 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 send an email. It is time to put our B.E.L.I.E.V.E. Wealth Management process to work for you.
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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.  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.
  

 

 
