
April 11, 2014 

  

Dear Investors, 

 

In my letter two weeks ago, I discussed the sideways market movement that unfolded 

over the preceding three weeks and suggested that the markets were likely to move higher 

in the short term followed by a significant downside move.  The Dow Jones Industrial 

Average and the S&P 500 Index surged over 2% higher to reach new all-time highs on 

April 2
nd

 and have lost almost 4% of their respective values over the last seven trading 

days.  This sharp sell-off took out several key support levels including each index’s 50-

day moving average. After such a steep, intense sell-off the markets will generally 

bounce higher as part of a corrective wave but continue on their downward path.   

 

The Dow Jones Industrial Average lost 385.96 points, or -2.4%, this week to close at 

16,026.75, and is down 3.3% this year.  The S&P 500 Index declined 49.40 points, or -

2.7%, this week to close at 1,815.69, and is down 1.8% this year.  The tech-heavy 

NASDAQ Composite plunged 128.00 points, or -3.1%, to finish the week at 3,999.73, 

and is now down 4.2% for the year.  The Russell 2000 was the largest percentage loser of 

the week as it plunged 41.94 points, or -3.6%, this week to close at 1,111.44, and is now 

down 4.5% in 2014. 

 

Although the trading volume has been higher on declining days, the volume over the past 

week’s steep decline does not look like panic selling.  Panic selling generally happens 

when there is an overabundance of supply (sellers) and very little demand (buyers). There 

were certainly more sellers than buyers this week but it did not reach extreme levels.  In 

fact, the volatility index looks like it may generate another buy signal midweek.  Overall, 

the markets are forming a rising bearish wedge from January 2013 that looks like it will 

come to an end soon.  If the markets continue to decline and take out their February 3
rd

 

lows then it is very likely that the markets may have peaked for the year and the rising 

bearish wedge was completed on April 2
nd

.  This would mean that the markets are at the 

beginning of a multi-year decline.  However, the more likely scenario is that the markets 

do not close below their February lows on this wave down and instead retest their highs 

in the coming weeks. 

 

Last month, the pundits were blaming the weather for poor economic data and market 

declines.  This week their reasoning was that investors were selling to pay their tax bills.  

Maybe the real reason is that the economy and job market are just not as strong as they 

had hoped after trillions of dollars in economic stimulus.  This is an extremely difficult 

time for investors nearing retirement or those who have recently retired and are seeking 

yield with minimal risk.  As the stock market is near all-time highs, the downside risk is 

far greater than the upside potential.  The bond market yields are at 30-year lows which 

means that there is nowhere to go but up and as yields move higher, existing bond prices 

move lower. 

 

Our B.E.L.I.E.V.E. Wealth Management process and our conservative tax-efficient 

approach to financial planning help our clients understand the risks and possible rewards 



of investing in the various asset classes and help you develop an asset allocation strategy 

that meets your tolerance for risk and volatility. 

 

It is our mission to educate you about your investment alternatives and to help you work 

toward your financial goals.  If you want to discuss your financial plan, asset allocation, 

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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