
 

Page 1 

September 12, 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 

Special Comment: We sent out a week ago Friday our annual revision of the 

ETF glossary, and this extensive report lists around 400 of them and should be 

used as a reference guide to different sectors of this rapidly growing area of 

investment.  

   

Friday’s horrendous down day was an ongoing example of how the highest-

level government bureaucrats both here and in Europe are proving themselves 

inadequate to the daunting tasks that face economies worldwide. Let us recall 

that Fed Chairman Bernanke’s speech Wednesday afternoon caused the Dow 

to turn an early gain into a closing loss of 119 points because basically all he 

did was repeat what he had said at the end of August and added nothing new 

and would have been better off not saying anything. Then the market had to 

deal with the President’s jobs bill speech to a joint session of Congress on 

Thursday evening, which he wimpishly had to push forward to 7pm because, 

heaven forbid, it would interfere with a football game! Talk about pandering to 

people who are probably among the highest without a job and drown their 

sorrows in drinking beer and engaging in all kinds of football fantasies. One 

would like to think that these people’s priorities would be to listen to what the 

President would have to say in his jobs creation bill proposal. And for better or 

worse, it is the primary goal of the Republicans to make him a one-term 

President, and this is why they will go to all possible means of defeating any 

legislation that has the President’s footprint on it, also causing the market to 

take another dive as well.  

  

But one cannot put all the blame for the 303 point Dow closing loss on the 

President, as it was equal governmental incompetence in Europe that also did 

the market in as well. After the Dow started out with a 200 point decline which 

then turned into the best level of the day as the loss was cut to “only” 115 

points at the 11:15am intraday high, things went south very rapidly when it was 

announced that Jürgen Stark, the top German official at the E.C.B., had 

resigned over policy differences over how to best deal with the debt crisis and 

potential aid to Greece through the purchase of government bonds.  
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Market Update: 

 

DJIA:               10872 

S&P 500:           1142 

Nasdaq:            2454 

 

10YR T-Note:     1.92% 

 

EUR/USD:        1.35 

VIX:                  41.94 

 

Gold                  1813 

Crude Oil:        87.84 

 

Prices Current as of 

1:25PM 

Source: CNBC 
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Then there was a rumor that Greece was in danger of an imminent default as 

early as the weekend, which was vigorously denied by their Finance Minister 

who said that “news of an imminent Greek default is a speculative game in a 

bad trade against the Euro.”  Greek debt has now reached a 160% ratio level 

against their G.D.P. What is a potential worrying factor for third and fourth-

quarter earnings is that around 15% of sales by U.S. companies come from 

Europe, so any severe slowdown there could obviously negatively affect the 

current earnings projections here. Finally, not helping was coverage of 

President Obama’s trip to Richmond, Virginia to try to generate support for the 

jobs bill that he had proposed the night before.  

  

With all of this latest news about high-level officials not having the confidence 

of the markets, the Dow proceeded to decline from that 115 point intraday best 

level of the day loss to a further decline of as much as 360 points before more 

volatile late banging around finally resulted in a 303 point lower close. Not 

helping either was the largest decline of the Euro against the dollar in more 

than a year on speculation that the E.C.B. will cut interest rates amid record 

Greek bond yields amidst Europe’s deepening debt crisis, closing at a six and 

a half month low of 1.365. And when the Euro collapses like it did last year in 

May and June, investors go into a downside hissy-fit because it shows that 

Europe is more messed up than we would like to believe.    

  

Breadth numbers were horrible at almost 1 to 6 negative and the VIX closed up 

by 4.20 to 38.52 after having been 6.42 points higher at 40.74 at the market low, 

which is almost twice as much as it should have been relative to the Dow’s 

decline at that time. 

  

And when the stock market gets blasted to the downside, investors rush into 

the safe-haven record low yields of bonds, which accommodated their buyers 

at an all-time record low yield for the 10-year Treasury Note at 1.89%, which is 

basically a way to lose money after taxes and inflation, and why anyone would 

want to make this type of purchase is beyond me. 
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Not helping either was a weak same-store sales report from the Dow 

hamburger restaurant chain, which had actually reached a new all-time high 

late last month, which is a mighty accomplishment in the current weaker stock 

atmosphere that we are unfortunately currently in. The worst contributor to 

this statistic was from Japan. And not helping either was that the President’s 

new recovery plan did not include any mention of repatriating the $1.5 trillion 

that is being held overseas by U.S. corporations, which can certainly be used 

for better purposes here.  

  

After the sharp declines of the past two weeks, the major averages have now 

fallen during six out of the past seven weeks.  

  

And in what is unfortunately becoming a familiar pattern, stocks here are lower 

after the various stock index futures got sold off sharply in the overnight 

session on ongoing concerns that the Euro zone’s seemingly never-ending 

debt crisis could undermine the global economic recovery and on concerns 

that Greece is moving closer to default. Indications of this concern were 

reflected in Italian bond yields surging at an auction today and stories that 

Moody’s is about to downgrade the ratings of the three largest French banks 

because of their Greek holdings. European bank and sovereign credit risk rose 

to records, adding to the overall misery of that area’s overall situation. 

  

After opening lower with a 135 point loss, the Dow actually had the nerve to 

recover and go into nominally positive territory at 10:15am with a 2 point gain, 

helped by the Nasdaq which also had the nerve to go positive by 16 points as a 

result of a takeover in the semiconductor industry, which pushes the old 

stocks are cheap argument and this is why companies see “value” in doing 

these sorts of transactions. 
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Unfortunately, as soon as the market turned positive, the current negative 

mantra took hold once again, and the Dow has begun another new decline, 

which got close to the opening lows. Breadth numbers are almost 1 to 4 

negative and the VIX is having an upside field-day today, with a large rise of 

3.28 to 41.80 as this is being written as the Dow is currently lower by 93 points. 

This is really a bad manifestation of fear coming back into stocks once again, 

and let it also be noted that the purchase of an index representing the S&P has 

never ultimately lost when the VIX has gotten as high as 48, although stocks 

can initially go lower from there.  

  

Since the third-quarter earnings season will not start until next month, 

economic reports this week might move things one way or the other, and the 

lineup is as follows: Tuesday – August import price index; Wednesday -

  August P.P.I., and August advance retail sales, along with July business 

inventories; Thursday -  August C.P.I. It would appear that the retail sales 

report is probably going to be the most important.  

  

The S&P trades at under 12 times 2011 earnings, which could bring a measure 

of support to stocks. Earnings were $85 in 2010 and are still projected to be 

$96 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. Since 2006, 

the average P/E multiple has been 14.7 

  

For all of 2010, earnings increased by +38%, which was the most since 1995. 

For the first half of 2011, earnings gained +18 as reported by Bloomberg 

Financial and the 16% overall projected gain for 2011 would be the largest two-

year advance since the period ended in 1995. The highest ever earnings for the 

S&P in one year so far took place in 2006, at $88. For 2012, earnings are now 

projected to be $104 for the S&P.  
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After four consecutive quarters of negative G.D.P. growth, we now have eight 

consecutive quarters of positive growth, starting with the third-quarter of 2009, 

every quarter in 2010 and the first quarter and second quarters of this year, 

although these numbers are weaker than earlier estimates, according to the 

Commerce Department.  For all of 2010, G.D.P. rose at a 3% rate, which was the 

highest since 2006 after a worse than originally estimated decline of 3.5% in 

2009 and an overall decline of 0.3% in 2008. For 2011, the prediction is now for 

G.D.P. growth of 1.5% and it is 2% in 2012, although estimates for this number 

vary widely and are constantly changing. 

 

 

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.  

Disclosures 


