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After Tuesday’s downside shellacking as a result of  crude oil prices getting 

over $100 a barrel, things steadied out yesterday as the Dow was able to 

advance to its high of the day with a gain of 56 points by 11am. Then a report 

that Libyan planes had attacked an oil export terminal sent things into a 

downside tailspin, with the Dow down 39 points by 12 noon. And the reason 

for this sharp decline was, you guessed it, crude oil prices had the nerve to get 

over $102 a barrel when this news came out, as stocks made a downward 

knee-jerk reaction. From this low of the day, things started to chop their way 

irregularly higher as the session moved along, and after various further 

vacillations in both directions, the Dow ended with a closing gain of 8 points 

while the Nasdaq did better with a 10 point advance. 

 

The reason for the Nasdaq doing better was that the large technology stocks, 

which had taken a bit of a beating earlier in the week, showed some 

stabilization, led by a very strong performance in the shares of the large 

mobile telecom and computer stock on the introduction of the new iPad by the 

venerable C.E.O. himself, which was obviously meant to dispel the vicious 

rumors of his declining health spread by one of the better-known trash 

publications. And to those investors who either sold at the 338 lows or went 

short in this area last week when these “health” reports came out, I can only 

quote my cynical old uncle (who I have paid homage to before in similar 

situations), who always used to say – “So, nu, what did you accomplish?” In 

addition, some strength in semiconductors on various upgrades also helped 

the Nasdaq do better.  

 

Breadth numbers were actually stronger than the gains in the major averages, 

with a very good positive ratio of 19/11 and the VIX declined by a little more 

than it should have relative to the Dow’s advance, with a loss of .31 to 20.70. 

Some market observers attributed the gains to the fact that A.D.P. came out 

with a forecast that tomorrow’s jobs report will show a gain of 217,000 private 

payrolls as opposed to the official estimate of 180,000, which has now been 

incredibly moved up to 196,000 by the experts whose job it is to predict what 
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Market Update: 

 

DJIA:               12245 

S&P 500:          1328 

Nasdaq:           2797 

 

VIX:                  18.61 

 

10YR T-Note:     3.55% 

 

EUR/USD:        1.393 

 

Gold                  1416 

Crude Oil:      101.03 

 

Prices Current as of  
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Source: Bloomberg 

 

 

mailto:dselkin@nationalsecurities.com


 

Page 2 

March 3, 2011 

     Daily Market Notes 

NATIONAL 
SECURITIES 

Established 1947, Member FINRA/SIPC 

PLEASE REFER TO IMPORTANT DISCLOSURES AT THE END OF THIS DOCUMENT 

 

National Securities Corporation 
120 Broadway, 27th Floor 

New York, NY  10271 

www.nationalsecurities.com 

the number will be. I say incredible because of the fact that the A.D.P. numbers 

are usually more incorrect than correct and often wrong by large numbers, as 

for instance last month when they overestimated by a mere 150,000 jobs.  

 

Just as the industrial and manufacturing type stocks were weak in Tuesday’s 

large selloff, they were strong yesterday. The defensive type stocks like 

utilities, healthcare and consumer staples were strong Tuesday on the slower 

economic growth scenario, and they were weak yesterday, so as I have 

mentioned time and time again, this rapid switching around from one group to 

another based on the events of that particular day is a very naïve investment 

strategy.  

 

The Fed Beige Book was sort of a non-event in terms of moving the market, as 

they repeated what seemed like an obvious script by saying that the labor 

market improved throughout the country early this year, driven by increasing 

retail sales and solid growth in manufacturing. This caused the bond market to 

sell off, sending yields higher from what had been their lowest levels in a 

month, with the 10-year Treasury note at 3.47%, well within its recent range.  

 

If anyone thinks that the stock market is about to undergo a more serious 

correction than the two dips of 3.7% in November and last week, they have 

another thing coming to them after today’s incredible and almost hard to 

fathom upside moonshot. In fact, if the Dow finished with a gain of more than 

173 points, it would be the largest advance since November 15th. And what 

makes it more astounding is that it comes the day before the most important 

report of the month, namely the February jobs report tomorrow morning. It is 

extremely unusual, to say the least, for the market to move up this much the 

day before such a report, as investors usually exercise a larger degree of 

caution ahead of these always important numbers. A move of this much 

strength also sets up stocks for a potential disappointment if the numbers are 

worse than the projections.  
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And the reasons being put forward for this large advance are that weekly 

jobless claims fell to their lowest level since May 2008, but let us also 

remember that last week is not the number that is used for tomorrow’s report. 

There was also a strong February ISM Non-Manufacturing Survey which rose 

to its highest level since August 2005 and this report covers around 90% of the 

economy. And most important in the obsession with crude oil prices is that 

they are down $1.50 to still over but getting closer to the psychologically 

important $100 a barrel level. And the reason for the decline in these oil prices 

is that Venezuela of all countries, which is also led by a weird character, has 

put forth a peace proposal for the Libyan situation, and perhaps Gadhafi can 

take refuge in the country of this other head case.  

 

We all want to know this next statistic in terms of trying to figure out how 

much these higher oil prices could potentially have on putting a damper on 

other types of consumer spending, and according to the U.S. Commerce 

Department, spending on energy, which would include gas and electric, 

accounts for 5.6% of total consumer spending.  

 

Stocks are also being helped by strength in retailers on same store sales for 

February beating their estimates in many cases, and this was probably the 

result of people spending more money last month after being basically snow-

bound for large parts of January due to the awful weather at that time. Breadth 

numbers are very strong at a 4 to 1 upside ratio and the VIX is declining by a 

large 2 points, down to 18.70 relative to the Dow’s advance of 175. What this 

means is that stocks still can go higher until the VIX approaches its support 

level on the downside at 15.35, which I strongly believe will not be broken.  

 

In other markets, the dollar is getting blasted once again, as the Euro rises to a 

four-month high on the belief that the E.C.B. is going to raise interest rates as 

soon as next month. This is what Chairman Bernanke also wants, namely a 

weaker dollar in order to get commodity prices even higher than they already 

are. At least gold and silver are getting sold off today on some perceptions of 
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an easing to the Libyan situation, which is also the reason for the decline in 

crude oil prices as well.  

 

So after today’s upside moonshot, we await tomorrow’s jobs report as 

mentioned above, and it would strain credulity to think that a performance 

such as we are seeing today can come close to being replicated after the 

numbers are released. Stay tuned.  

 

The S&P trades at 13.5 times forward earnings, and 15.9 times current 

earnings, and this gets it to the highest level in the past year, if one assumes 

that this year’s earnings are going to come in at $83 for the S&P and $95 for 

2011. The average P/E multiple for the S&P going back to 1954 has been 16.2. 

This current level of the S&P could be used as the “excuse” for any market 

selloff that we see, if in fact we see one the rest of this month. 

 

According to the sector analysts who follow these companies individually, for 

all of 2010, earnings are projected to increase by +29%, which would be the 

most since 1995, followed by earnings increases of +15% in 2011, as reported 

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

the period ended in 1995. First quarter profits rose by +52%. Second-quarter 

profits rose by +49%, the third-quarter rose by +28%. The fourth-quarter is 

supposed to gain by +37%.  If these numbers do come to fruition, then S&P 

earnings should be around $83 for 2010 and $96 for the S&P in 2011. This 

would equate to around a 15% 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.      
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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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