May 24, 2013
 

Dear Investors:

It was a volatile week on Wall Street. The market rally that began in November of last year appears to have ended on Tuesday, May 21st.  On Tuesday the markets spiked higher but closed sharply lower, which is generally a sign of a market peak. In addition, when you consider that the markets were at extreme overbought levels and this type of trading action occurred six days after the ideal Fibonacci phi mate turning date, it is highly likely that this could be the beginning of a multi-week decline.  Should this multi-week decline occur, we may see the markets stage one more long term rally. 
The S&P 500 Index lost 17.77 points, or -1.1%, this week to close at 1,649.60, and is now up 15.7% this year. The Dow Jones Industrial Average slipped 51.30 points, or -0.3%, this week to close at 15,303.10, and it is up 16.7% in 2013.  The NASDAQ Composite dropped 1.1%, or -39.83 points, to finish the week at 3,459.14, and is up 14.6% year-to-date.  The Russell 2000 lost 1.2%, or -12.00 points, to close at 984.28 this week, and is up 15.8% this year.
Another indicator of a market turning point is that that markets declined during a week of better-than-expected economic data.  This does not mean that the economy is improving but rather that the data exceeded lowered expectations.  One reason for the decline could be that better-than-expected data could prompt the Federal Reserve to stop artificially inflating the stock market. April existing home sales were in line with expectations.  The seasonally-adjusted first-time unemployment claims were 20,000 less than they were last week.  Finally, April new home sales and durable goods orders exceeded expectations.  
This will be a very interesting holiday-shortened week on Wall Street.  The U.S. markets are closed Monday for Memorial Day but the Japanese Nikkei index plunged another 3%. Other Asian and European markets were mixed.  There was a small change in the McClellan Oscillator index on Friday suggesting that a large price move is coming Tuesday or Wednesday.  If the large move is to the downside then that could generate sell signals in many technical indicators which would confirm that the large multi-week decline has begun.  If the large move is to the upside then it is possible that the rally from November 2012 is not yet complete.   
The stock market is still near record highs and prudent investors are unlikely to put new money to work at these levels.  Interest rates are at record lows and any increase in rates could see the value of bonds decrease.  Therefore, many investors are looking for alternative investments. The alternatives are generally any investment other than equities or bonds.  The benefits of alternative investments include potentially higher returns, reduced volatility, diversification benefits resulting from low correlation with other investments, and in some cases, more liquidity than some other investments such as real estate and venture capital.  Alternative investments may not be suitable for all investors and should be considered as an investment for the risk capital portion of the investor’s portfolio.  The strategies employed in the management of alternative investments may accelerate the velocity of potential losses.  If you would like to learn more about these types of investments and how they can benefit you or be a part of your financial plan, please call us for a no obligation consultation.
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. 
