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For the third straight day yesterday, the market continued to upwardly correct 

itself after the beating that it had taken in the prior seven out of nine sessions. 

As a result of these declines, the losses for the major averages had reached 

7% from the February 18th highs to the March 16th intraday lows. I had 

mentioned that if one looks at this correction in light of other market 

corrections since late 2002, there have been 15 of them that have been 5% or 

worse, with the average being 7.4%. The most severe one since that time was 

the 16% May- June downside panic last year due to the supposed European 

debt crisis and the unfounded fears at the time that the U.S. economy was 

about to slip into a double-dip recession.  

  

The Dow gapped open higher and basically never looked back, with its best 

gain of the day reached at 10:15am with an advance of 219 points. It then 

chopped around at the higher levels before ending with a 178 point higher 

close. Contrary to the prior two days when the Dow was the hero, the Nasdaq 

finally got its upside act together with an advance of 48 points, led by the 

recently beaten down large technology stocks that finally made some upside 

progress.  And breadth numbers cooperated with a strong 5 to 1 upside ratio, 

and this was obviously courtesy of the Nasdaq participating in the upside 

party, at least for one day.  

  

And as is usual during strong Dow advances, the best performers were the 

industrial, resource and energy components leading the upside charge. And 

those financials, which have their good days and bad days, with really no trend 

apparent, started out nicely on the news of the reverse 1 for 10 split for the 

low-priced third largest bank and the payment of a quarterly one cent a share 

dividend on the lesser number of shares that a person will have starting in 

May. On further reflection, the market decided that these large financial stocks 

still have many issues, and they all sold off despite the generally upward 

market trend that was in evidence all day.  

  

And on days when stocks go up, the bond market invariably goes lower, on the 
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Market Update: 

 

DJIA:               12033 

S&P 500:         1295 

Nasdaq:           2685 

 

10YR T-Note:     3.34% 

 

VIX:                  20.07 

 

EUR/USD:        1.421 

 

Gold                  1428 

Crude Oil:      103.66 

 

Prices Current as of 

1:50 PM 

Source: Bloomberg 
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concept of stronger economic growth, and yesterday was no exception, with 

the 10-year Treasury Note yield rising to 3.33%, and it would appear that these 

yields are going to be locked into a range between last week’s panic low of 

3.14% to the recent high of 3.57%, and this yield was based on optimism about 

further economic expansion before the higher crude oil prices and Japanese 

disruptions played some havoc with that scenario.  

  

Other upside motivations were the proposed $39 billion takeover by the 

second largest wireless carrier of the fourth largest one, and this got the 

merger and acquisition juices flowing once again, and the pronouncement by 

Warren Buffet that he thought investing in Japan was a good move at the 

present time. 

  

These three days were nothing to laugh about, as the major averages put in 

their best performance during this time stretch since early December.  

  

After the last three-day upside party, things are just meandering around today, 

as they were due to after gains of such intensity, especially in the Dow which 

had advanced by 423 points over that time frame. For instance, the Dow 

currently has a range today of being up by 14 points at its best level and down 

by 33 on the low, which means that things are taking a well-deserved rest after 

the huge moves both up and down over the past week. Breadth numbers are 

negative by a 12/17 ratio and the VIX is cooling off further, as it appears as 

even if the Dow closes lower by no more than it has already, the VIX should 

decline under the 20 level. This means that all of the hoopla to pay huge prices 

to “buy downside protection” is fading away, as it generally has during the bull 

market of the past two years.  

  

Various market experts are trying to spin each move of the major averages, as 

for instance when they are lower, there is supposed “concern” about (oh, no!) 

Greek and Irish bonds moving lower despite the E.U. finally reaching 

agreement on how to enable a permanent rescue fund to lend 500 billion 
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Euros. On the positive side, Mr. Buffett made some further noise when he said 

that the U.S. economy is “getting better month by month.” The one economic 

report today showed a decline in the March Richmond Fed Manufacturing 

Index, for what it is worth. 

  

It would appear that things are just going to drift around for the remainder of 

the session, which would be a welcome change from the recent barn-burning 

moves both down and up that the market has undergone lately. There are a 

number of economic reports for the rest of the week that could change 

perceptions, and they include: tomorrow – February new home sales; 

Thursday: February durable goods orders, weekly jobless claims and Friday 

we get the next estimate of fourth-quarter G.D. P and the final March U. of 

Michigan Consumer Confidence Survey.  

  

  

The first-quarter earnings season is underway, and today both CCL and WAG 

selling off.  The rest of this week’s calendar is the following – tonight: JBL, 

ADBE;  Wednesday: GIS; Thursday: ORCL, FINL, BBY, DRI, CAG.  

           

  

The S&P trades at 13.3 times forward earnings, and 15.3 times current 

earnings, as 2010 earnings are going to be $85 for the S&P and $99 for 2011, 

according to the analysts who follow these companies. The average P/E 

multiple for the S&P going back to 1954 has been 16.2.  

  

For all of 2010, earnings increased by +30%, which was the most since 1995. 

For 2011 the analysts are forecasting increases of +17%, as reported by 

Bloomberg Financial and this would be the largest two-year advance since the 

period ended in 1995. This means that S&P earnings for 2010 were $85 and 

projected to be $99 in 2011. This would equate to around a 17% gain this year. 

The highest ever earnings for the S&P in one year took place in 2006, at $88.    
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After four consecutive quarters of negative G.D.P. growth, we now have 

five  consecutive quarters of positive growth, starting with the third-quarter of 

2009 and continuing with every quarter in 2010 according to the Commerce 

Department. Economists now predict that G.D.P. expanded 2.8% in the fourth 

quarter. For 2010, G.D.P. rose at a 2.8% rate, which was the highest since 2006 

after a decline of 2.6% in 2009. For 2011, the prediction is G.D.P. growth of 

3.5% and it is 3.9% in 2012.      

  

  

Donald M. Selkin          
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Don Selkin is the Chief Market Strategist at National Securities Corporation, member FINRA/SIPC, (NSC) 

and provides the Fair Value analysis for CNBC each morning.  The commentary provided in this Market 

Letter is intended to provide our customers with timely market analysis and should not be considered a 

research report.  This Market Letter may contain, and is limited to: Discussions of broad based indices; 

Commentaries on economic, political or market conditions; Technical analyses concerning the demand and 

supply for a sector, index or industry based in trading volume and price; Statistical summaries of multiple 

companies’ financial data, including listings of current ratings; and, Recommendations regarding increasing 

or decreasing holdings in particular industries or securities.  This Market Letter does not make a financial 

or investment recommendation or otherwise promotes a product or service of the firm.   This Market Letter 

contains only news, facts, and commentary on information previously reported from a news source 

believed to be accurate and reliable by the author.  These news sources include the following:  {Bloomberg 

Financial, Reuters, Associated Press}. It is possible that at any given point in time, the author, NSC, or one 

or more of its employees or registered individuals associated with NSC, may hold a position, either long, or 

short, as well as options, bonds, or other instruments in the companies noted in this report.  This Market 

Letter is intended strictly for current National Securities Corporation customers only.  
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