
 

Page 1 

September 21, 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 

After Monday’s large market losses as a result of the Polish conference of top 

European financial officials resulting in no progress toward solving the Greek 

debt situation, yesterday the market tried to recover, as after a mixed start, the 

Dow managed to make a nice rally to show a gain of 148 points at its best level 

by 2:15pm. At that point, the S&P rose to what is now turning into major near-

term resistance at 1220, a level from which it failed last Friday as well. In fact, 

the best that the S&P could do since the latest debt and budget crisis began in 

late July was its double-top failure at 1230 on August 31st and September 1st, 

which has now set up this slightly lower level as the newest upside stopping 

point.  

  

At that 2:15pm time, for whatever reason, many of the high-priced technology 

stocks decided that the path of least resistance was lower and the Nasdaq 

went negative at 3:05pm when the Dow was still ahead by 90 points, and we all 

know who wins that battle. As a result, the Dow gave up practically all of its 

gains to end with a nominal advance of 8 points while the Nasdaq was down by 

23. Breadth numbers were decidedly negative at an 11/19 ratio and the S&P and 

the Russell 2000 Index also ended lower as well. In fact, the highest-priced Dow 

technology stock by itself accounted for 12 positive Dow points, which meant 

that if it was unchanged on the day the Dow would also have been lower, so in 

a sense when some financial outlets described the day as a “mixed” one for 

stocks, this description was completely off the mark.  

 The worst performers were financials, and what else is new here, in addition to 

the industrial cyclicals which are starting to really break down on the 

perception of slowing overseas economies, since they do so much business 

overseas. On the other hand, one of the new “safe-havens”, as mentioned in 

yesterday’s notes, otherwise known as the Mexican restaurant chain, actually 

had the nerve to draw in buyers to show a gain of as much as 10 points, before 

rewarding them for their troubles with a 13 point decline from those highs to 

end with a 3 point loss. Is nothing sacred these days?  
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Market Update : 

 

DJIA:               11350 

S&P 500:           1194 

Nasdaq:            2598 

 

10YR T-Note:     1.89% 

 

EUR/USD:          1.37 

VIX:                  34.84 

 

Gold                  1809 

Crude Oil:        87.08 

 

Prices Current as of 

12:50PM 

Source: CNBC 
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 On the other hand, what is turning out to really be the ultimate safe-haven, 

until it starts to decline one of these years as well, namely the large mobile 

telecom and computer stock, also showed a gain of as much as 11 points 

before actually having the nerve to show a .44 cent intraday decline, which is 

too much to bear, so it battled its way back to close with a 2 point gain at 

another best-ever closing level. It has now risen for 10 out of the past 11 days. 

Then there were the credit and debit card company, in addition to a famous 

designer of apparel accessories and home furnishings, also at new all-time 

best levels, so perhaps we should call these four stocks the Four Musketeers, 

or something along those lines. 

  

The other safe-haven, also known as the downgraded debt of the U.S. 

government, according to Standard & Poor’s, thank you very much, also 

played its role for those investors wanting to buy something that in reality 

loses money after taxes and inflation, as the yield curve continued to narrow 

on anticipation that the Federal Reserve will announce its “Operation Twist” 

maneuver this afternoon at 2:15pm, which would consist of buying the longer-

term maturities while selling the shorter ones in order not to increase the size 

of its balance sheet. As a result, the lineup, from the 30-year to the 10-year to 

the 2-year looked like this – 3.19%, 1.94% and .17% respectively.  

  

Not helping matters was a report from the I.M.F. that the world economy will 

grow by 4% in 2011 and 2012, which is down from their June forecast of 4.3% 

and 4.5% respectively. They also lowered their estimate of U.S. growth from 

2.5% to 1.5% for this year as well.  

  

And then there was the famous conference call between the bureaucrats at the 

E.U., the E.C.B. and the I.M.F., at which they concluded that they plan to return 

to Athens in early October to “complete” their review of the Greek economy. 

And naturally for good measure, they said that a conference call between them 

and the Greek Minister of Finance had made “good progress”, whatever that is 

supposed to mean.  

  



 

Page 3 

September 21, 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 market today tried to right itself after yesterday’s late collapse, and started 

out doing somewhat better, helped by a five-month high in the August existing 

home sales report, which rose by 7.7%, but 31% of the total was in the 

distressed sales category, which consists of foreclosures and short sales. The 

latter is when the lender agrees to a transaction for less than the balance of the 

mortgage, so this overall gain has to be moderated by what it is composed of, 

in a sense.  

  

As a result of this “good” news, the Dow reached its best level of the day with 

a gain of 39 points right after the 10am release of this report, but this did not 

last too long, as ongoing weakness in financial and what is turning into severe 

weakness in industrial cyclicals dragged the Dow to its low for the day so far 

with a 74 point loss at its worst level at 11:20am, which is once again just about 

the time that the European markets close, and how many times do we see the 

markets bottom after weak selling from that part of the world finally exhausts 

itself. The decline accelerated as the President was making his address to the 

General Assembly of the United Nations, and whether there was any cause or 

effect to that relationship is something that should be left to the skeptics, I 

guess. As this is being written, the Dow has been able to recover some of 

those losses, thanks to an upside reversal in the shares of the computer and 

printing company on a report that their board plans to meet to consider 

whether to kick out their C.E.O. after its stock has done nothing except go 

down in the 11 months to the tune of 47% since he has been on the job. He has 

lowered sales forecasts three times and has presided over all sorts of strategy 

shifts. And let us also remember that he took over for the prior C.E.O. who was 

forced out after a scandal over a “personal relationship” with a supposed 

company contractor who turned out to have been an actress in some soft-core 

porn movies.  



 

Page 4 

September 21, 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 only other stock to be trying to help the Dow has been the technology 

component as mentioned above, which has developed into its own sort of 

safe-haven as well lately, and is not that far away from its own all-time high 

achieved in mid-July before the overall market started to crater to the 

downside. On the other hand, the Nasdaq is doing better on good earnings 

reports from the second-largest American software company, in addition to 

some others, as well as some of the higher-priced components rising as well. 

But overall breadth numbers are decidedly negative at a 10/18 ratio and the 

overwhelming majority of Dow stocks are lower.       

  

As far as other equity safe-havens are concerned, the large mobile telecom 

stock is rising once again, and the Mexican restaurant chain is up after taking 

a day off. The other two are taking the day off after also reaching best-ever 

levels yesterday. The bond market is continuing to gently narrow the yield 

curve in further ahead of the Fed meeting this afternoon, and it would seem to 

be too easy for those investors who are doing this trade that the market 

expects to happen. In other words if there is a “Twist” procedure as mentioned 

above, will the market continue to go in their direction, although if the Fed 

does nothing except to say that they will continue to “monitor the situation 

and act accordingly”, the market will take a major downside beating, as the 

expectations are for some kind of stimulus to get out weak economic hopefully 

moving again. Part of this expectation is perhaps for a lessening of the interest 

rate charged to banks to keep their excess reserves at the central bank.   

  

And further intrigue was added to the Fed proceedings as Republican 

lawmakers had the nerve to urge Chairman Bernanke from not putting in 

additional monetary easing in order to avoid “further harm”, in their words, to 

the U.S. economy, saying that Americans have reason to be “skeptical” of his 

plans.  
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This is really an affront to the supposed independence that the central bank is 

supposed to operate with, and their plan is to just let the economy flounder 

even further in order to put the blame on the President in next year’s election. 

In fact, one of the leading Republican presidential contenders had the nerve to 

say that the Chairman was being “treasonous” in his handling of monetary 

affairs, when the definition of that word is “a citizen’s actions to help a foreign 

government overthrow, make war against, or seriously injure the parent 

nation.”  

  

So now we all await the 2:15pm statement, and once again we urge people not 

to trade right after that time and wait until the market has a chance to digest 

the news and decide which way it wants to go into the close, which usually 

takes around 30 minutes after the statement’s release.  

  

As was mentioned yesterday, the third-quarter earnings season is upon us, 

and there are some important companies this week and the lineup is as 

follows: tonight - BBBY, RHAT; Thursday – FDX, CMX; Friday – FINL, KBH.  

  

Economic reports are on the light side, as Thursday sees – weekly jobless 

claims and August L.E.I. Obviously the Fed decision today will be the crucial 

item of the week. 

   

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 
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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.  

  

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.  
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