
January 3, 2014 

  

Dear Investors, 

 

In my December 20
th

 letter, I stated that the S&P 500 Index appears poised to surge to 

1,850 – 1,875.  The S&P 500 Index finished the year at 1,848.36, up 29.6%.  The Dow 

Jones Industrial Average was up 26.5% during 2013 after closing at 16,576.66.  The 

NASDAQ Composite closed the year at 4,176.59, soaring 38.3% in 2013.  The Russell 

2000 gained 37%, closing the year at 1,163.64.  Since 1970, the S&P 500 Index was up 

more than 30% four times.  In 1973, the U.S. economy was growing at a rate of 5.6% and 

employment was growing after a two year recession. The broad market index soared 

31.5% after losing over 40% of its value in the previous two years.  From 1994 through 

2000, the U.S. economy was growing at more than 4% per year and employment was 

strong due to technology and Y2K spending.  The markets rewarded the economic 

growth and low unemployment with a 34% gain in 1995 and a 34% gain in 1997.  Last 

year, the economy is estimated to have expanded at a rate of about 2.5% and 

unemployment decreased because of Baby Boomer retirements and others leaving the 

workforce rather than due to strong economic growth.  

 

The markets did not spend one day in negative territory in 2013 thanks in part to a 2.5% 

surge on the first trading day of 2013. However, 2014 has begun very differently.  The 

Dow Jones Industrial Average finished the week at 16,469.99, off 106.67 points, or -

0.6%, from its 2013 close.  The S&P 500 Index closed the first two trading days of 2014 

at 1,831.37, down 16.99 points, or -0.9%. Since the NASDAQ Composite was the largest 

percentage gainer last year, it is the largest percentage loser in the first two days as it is 

down 1.1%, or -44.68 points, closing Friday at 4,131.91.  Finally, the Russell 2000 closed 

Friday afternoon at 1,156.09, which is down 7.55 points or -0.7%, during the first two 

days of 2014. 

 

It was the first time since 2008 when the S&P 500 lost 38% for the year, that the broad 

market index started the year off in negative territory.  The first day decline was probably 

attributed to tax selling.  If you sold your positions at a gain on December 31
st
 then you 

would owe the taxes by April 15, 2014.  However, by waiting one trading day and selling 

on January 2
nd

, you would not owe the taxes on the gains until April 15, 2015.  It will be 

interesting to see if this is a short-term tax gain selling trend that will be followed by 

another surge higher or part of larger wave down that could continue into or about the 

next Fibonacci phi mate turning date which is projected to be January 23, 2014.   

 

About this time last year, many clients were skeptical and worried about the U.S. equity 

markets.  However, after a nearly 30% gain, many investors have shifted from fear of the 

stock market to the greed of missing the opportunity.  That change in sentiment generally 

signals the top of a market.  The Federal Reserve disrupted the normal ebb and flow of 

the stock and bond markets in May with its announcement on monetary policy.  The 

stock market prices surged and bond prices plunged.  The announcement also derailed a 

technical bounce in gold prices.  From a technical standpoint gold is forming a declining 

bullish wedge which means that a rally should be forthcoming.  Furthermore, as many 



investors now fear bond prices falling further, there is technical support for bond prices to 

increase as longer term yields pull back from the Fed induced overreaction.  The stock, 

bond, and gold markets are approaching major technical trend changes at the same time.    

 

Over the holidays, you may have noticed the shift in sentiments regarding the stock 

market among family and friends.  However, this is going to be a very challenging year 

as reality will set in on Wall Street.  The Federal Reserve has begun to scale back on its 

market-inflating money printing policy and the stock market cannot continue to grow 10 

times the growth rate of the U.S. economy.   

 

I encourage you to make an appointment to review your asset allocation for the coming 

year.  Visit our new website, www.summitasset.com.  Also, we are now on Facebook and 

Twitter, so please Like us on Facebook and follow us on Twitter.  This is a great way to 

introduce family, friends and colleagues to our B.E.L.I.E.V.E. Wealth Management 

process. 

 

If you want to discuss your 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. 

 

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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