April 26, 2013
 

Dear Investors:

Last week after the worst weekly decline in over five months, I pointed out that the volatility index generated a short-term buy signal and that there was a high probability that the markets would bounce higher in the coming days.  The markets retraced most of last week’s losses on very low trading volume despite a week filled with lackluster economic data.  Therefore, it is highly likely that this was a technical bounce that should see the markets retest and probably break below, the April 18th lows in the coming days.  If the markets retest and stay above the April 18th levels, then we could see new market highs in the coming weeks.   

The S&P 500 Index regained 80% of last week’s losses by gaining 26.99 points, or 1.7%, this week to close at 1,582.24, and is now up 10.9% this year. The Dow Jones Industrial Average regained 165.04 points, or 1.1%, this week to close at 14,712.55, and it is up 12.2% in 2013.  The NASDAQ Composite gained 73.20 points, or 2.3%, to finish the week at 3,279.26, and is up 8.6% year-to-date.  Last week the Russell 2000 was the biggest percentage loser and this week it was the biggest percentage gainer as it jumped 2.5%, or 22.75 points, this week to close at 935.25, and is up 10.1% this year.

Most of this week’s economic news was disappointing suggesting that the economy is going in the wrong direction.  March New Home Sales were in line with economists’ expectations, but March Existing Home Sales, Durable Goods Orders and the first estimate of the first quarter Gross Domestic Product were all much lower than expected.   When these key indicators disappoint, the markets normally would sell off.  However, the market rose on lower volume which is an indicator that many traders are expecting more downside.  Last year when the economic data was very disappointing the markets surged higher on higher volume because investors were expecting more Federal Reserve intervention.  
It is well documented that Baby Boomers are retiring at a quickening pace every day.  The general rule was that you should expect to generate 4% from your retirement savings without tapping into your principal.  However, in this low interest environment, the Wall Street Journal recently suggested that investors should expect to earn 2.6% to 2.8% from their retirement savings.  For example, if you had $1,000,000 in retirement assets rather than expecting $40,000 a year in income you should lower your expectations to about $28,000.  Therefore, it is more important than ever to develop a financial plan that will allow you to safely withdraw a specified amount from your retirement savings without eating into your principal.  Building a solid retirement plan is like building a house; you must start with a solid foundation.  The foundation could be your Social Security, Pension (if applicable) and retirement savings and you build with your other savings and assets.
If you have any questions, or would like to review your financial plan and take a proactive approach to your financial goals, please call my office for an appointment.
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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. 
