January 15, 2016
 

Dear Investors,

The U.S. markets had the worst start in 2016 in market history and the global markets are also collapsing.  Last week, the markets shattered several key support levels to reach a short-term oversold positon.  After a brief bounce, the markets continued their free fall to take out their August lows.  Although the markets are extremely oversold, we could see more downside after a brief pause before the next multi-week corrective bounce higher.  These sharp declines often force margin calls for many leveraged investors. When the investors cannot come up with the funds to satisfy the calls, more securities are sold.  That process normally happens two days after a steep decline.  For example, Friday’s midday sharp decline around 1 o’clock may have been due to Wednesday’s margin calls.  Over the last few years, these declines were stopped by investors “buying the dips.”  However, buyers are scarce right now and that is another indication of a bear market.
The Dow Jones Industrial Average lost 358.37 points, or -2.2%, this week to close at 15.988.08, and is down 8.3% this year.  The S&P 500 Index also lost 2.2%, or -41.70 points, this week to close at 1,880.33, and is down 8.2% this year.  The NASDAQ Composite plunged 155.21 points, or -3.3%, this week to close at 4,488.42 and is down 10.4% over the last two weeks.  The Russell 2000 was hammered again losing 38.48 points, or -3.7%, to finish the week at 1,007.72, and is down 11.4% this year. 
On Tuesday, President Obama delivered his last State of the Union address. He highlighted the fact that over 14 million jobs were created during his tenure.  This is true only if you believe the monthly Jobs Report survey.  If those numbers were real, then the economy would be doing much better than it is after seven years of a zero interest rate policy.  By most indications, the U.S. economy is teetering on recession.  This Administration’s policies smothered growth.  Under eight years of the Clinton Administration, our economy grew at a record pace primarily due to Y2K spending. The Clinton Administration worked with Congress, cut capital gains taxes, and did not try to reform the country.  The Y2K economic bubble burst in 2000 and then 9/11 made the recession worse.  However, the economy grew to record levels again under the Bush administration sparked by the “Bush Tax Cuts.”  Once again, that economic bubble burst in late 2007 and 2008.  Under the prior two Administrations, the economic bubbles were created by real corporate and personal spending.  Under the current Administration, the economy never thrived and never grew at an above average pace.  The bubble was created by printing money to inflate the markets.  Over the last two weeks the Wilshire 5000, which represents the entire stock market, saw over $3 trillion, or two-thirds of the printed money, evaporate into thin air.  Based on prior history, you have to consider how much better our economy would be if the $3 trillion was instead used for tax cuts that would have stimulated real growth. 
If you are our client, then you know that we have been cautious of the Wall Street house of cards.  We strive to capture some of the upside markets but shield our clients from significant downturns.  Our clients know that we believe that a bear market started last spring.  If you are not our client and your financial advisor believes that this is just another decline, then you may need to schedule a complimentary review with us.  Anyone can manage money in bull markets.  However, there is a distinct difference in bear markets.
Our clients nearing retirement are positioned for the potential risks on the horizon.  If you are not a client and your financial advisor does not see or understand the risks and bubbles facing this market, then it may be time for you to contact us.  If you want to discuss your financial plan, risk analysis, and/or tax strategies or would like to refer a friend or family member, please call our office or email info@summitasset.com. 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 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 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.
