May 3, 2013
 

Dear Investors:

This weekend, the S&P 500 Index and Dow Jones Industrial Average are at all-time highs. Since the buy signal that was generated by the volatility index after the April 18th lows, the markets have been up in nine of the last eleven days.  We are approaching the target range that technical indicators have been pointing to since last fall.  It appears that there could be a bit more upside but again the downside risk is far greater than the upside potential.  We cannot ignore the fact that the markets have reached all-time highs on lower than average trading volume and that the markets closed below their respective 50-day moving averages on higher volume less than two weeks ago. 

The S&P 500 Index rose 32.18 points, or 2.0%, this week to close at 1,614.14, and is now up 13.2% this year. The Dow Jones Industrial Average gained 261.41 points, or 1.8%, this week to close at 14,973.96, and it is up 14.3% in 2013.  The NASDAQ Composite jumped 3.0%, or 99.37 points, to finish the week at 3,378.63, and is up 11.9% year-to-date.  The Russell 2000 gained 2.0%, or 19.17 points, this week to close at 954.42, and is up 12.4% this year.

The markets were up in four out of five days this week since last week’s disappointing first quarter GDP growth estimate.  This week was filled with mixed economic news but nothing that would warrant a 2% or more market move.  March personal income was 0.1% less than was expected but personal spending was up 0.1% more than was expected.  Economists were expecting March construction spending to increase by 0.5% but it declined by 1.7%.  First time unemployment claims declined to 324,000, which was the lowest level since 2008.  The April Jobs Report showed that the economy added 165,000 jobs last month and the unemployment rate declined to 7.5%.  The April report also significantly revised the previous two months higher than was originally reported.  Although it sounds optimistic, the average hours worked declined from 34.6 to 34.4.  The drop in unemployment rate is a continuing function of employees leaving the workforce or retiring.  Finally, economists were expecting April factory orders to decline 2.5% but they dropped 4%. Despite all of these indicators, the markets surged to new all-time highs.
It was also reported that investors’ margin balances are at record highs. This means that many investors are investing with borrowed money, and often occurs at market peaks. This is extremely dangerous and could amplify a downside move as brokerage firms enforce margin calls on the next significant down wave.  The Federal Reserve has promised to continue to inflate the market and most prudent investors are concerned about the consequences when the life support is removed.  There are still ways to get very good returns on your investment portfolio without exposing it to the market volatility.

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.
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. 
