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 Special Comment: We sent out this past Friday afternoon 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.  

  

  

After the worst three-day September start in history for the S&P and the 

Nasdaq, the bulls finally were able to extract a measure of revenge yesterday 

against all of the bearish forces that negatively influenced the proceedings on 

the first two days of this holiday-shortened week. Things came out of the 

starting gate with a strong upside burst and never looked back, as the Dow 

reached a high of being ahead by 267 points at 2:45pm, then fell back to a gain 

of 230 points with ten minutes to go at 3:50pm, before a bizarre very late 

upside spurt right before the close resulted in a final 275 point advance. 

  

Breadth numbers were powerful to the upside at a 9 to 1 ratio, and the VIX 

declined by more than it should have relative to the Dow’s advance with a 3.62 

point drop to 33.38, well below the almost 40 level that it had reached during 

the worst of Tuesday’s decline.  

  

Stocks were positively influenced by some favorable overseas developments 

for a change, as the German DAX index rose by 4.1% after having declined by 

over 5% on Monday. Things in that country were helped by a German court 

ruling that threw out suits targeting the country’s share of the $110 billion 

Euros in loans for Greece from Euro-region governments and the I.M.F., as well 

as a separate $750 billion Euro-rescue fund approved last year to halt the 

spread of the Greek debt crisis. In addition, the financial stocks did well for a 

change, helped by top management shakeups at the worst performing large 

bank of all. Yesterday’s market gains were its best performance in two weeks, 

as the trading range of 1101 to 1210 for the S&P seems as if it is going to 

persist probably until the start of the third-quarter earnings reporting period 

next month. 
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Market Update: 

 

DJIA:               11403 

S&P 500:           1197 

Nasdaq:            2550 

 

10YR T-Note:     2.00% 

 

EUR/USD:        1.393 

VIX:                  33.78 

 

Gold                  1858 

Crude Oil:        89.72 

 

Prices Current as of 

1:00PM 

Source: CNBC 
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The release of the Fed Beige Book at 2pm did nothing to interrupt the uptrend, 

as they said that the economy grew at a slower pace in some parts of the 

country as shoppers limited their spending and factories curtailed production. 

  

After yesterday’s upside moonshot, things started out with a negative bent 

early this morning, as weekly jobless claims “unexpectedly” rose by 2,000 to 

414,000 but the July trade deficit narrowed by more than the experts had 

predicted. It declined to $45 billion from $53 billion, which was the largest 

percentage drop since February 2009, as a result of record exports and a slight 

decline in imports based on lower oil prices. This report should help the third-

quarter G.D.P. number.  

  

Then there was news from the E.C.B., whose President resisted calls to lower 

interest rates even after “downside risks” (in his words) to the Euro-area 

intensified. He said that their economy faces “particularly high uncertainty”, 

and they cut their growth forecasts for this year and next. As a result of these 

comments, the Euro sold off right into what has been a support level under 

1.40, and when the Euro declines this is always construed as negative for 

stocks here as well because the perception is that these countries are still 

facing their negative debt and budget issues once again. 

 

After opening with a loss of 66 points at its worst level, the Dow made a nice 

upside turnaround to show a gain of as much as 63 points at its best level at 

11:15am, but despite the fact that the Nasdaq is doing better, the Dow was sort 

of flying solo at that time because breadth numbers were actually negative. As 

a result, the Dow fell back into negative territory by 35 points from which level 

it is trying once again to move back up.   

  

 



 

Page 3 

September 8, 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 

Today’s action seems to be about the performance of individual stocks that are 

rising or falling for whatever reasons, as the Dow is being helped by a new 

high in the soft drink company, and gains in some of its technology 

components, as that overall group continues to do better. The VIX is sort of 

doing what it is supposed to be doing and trading opposite to the Dow by 

about the correct amounts. 

  

There are some major events coming up later today, the first of which will be 

Fed Chairman Bernanke’s speech on the state of the economy at 1:30pm, 

which could move things one way or the other, and judging by what was said 

last night at the Republican Presidential debate about his performance, he is 

either quaking in his boots or laughing to himself about what Neanderthals 

some of them appear to be, calling for his immediate replacement or 

eliminating the central bank altogether. 

  

Then we get the President’s speech, which was delayed to tonight from last 

night because of that Republican debate and then was pushed forward out of 

prime time to 7pm, because if it were given at the traditional time of 9pm to a 

joint session of Congress, it would, heaven forbid, interfere with the opening 

football game of the season which starts at 8:30pm!!!  This acquiescence by 

the most powerful person in the world to a sporting event certainly says 

something about the President’s sense of himself and also the values of this 

country, where in the middle of a major economic crisis, especially as regards 

the jobs market, some unemployed person would rather watch a football game 

than listen to the President present a plan that supposedly is going to inject 

more than $300 billion into the economy with the prospect of bolstering 

growth. We should all rest easier knowing that the President’s spokesman said 

that by giving the speech at 7pm, the Commander in Chief will “have the 

opportunity” to watch the game – this is political pandering at its worst while 

at the same time does not mean that he is actually going to watch in the first 

place.   
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Is it a wonder why the country is in the mess that it is when the leader of the 

United States does not have the sense of himself to speak when he is 

supposed to because it would mean that a football game would be pre-empted 

from its nationally televised time slot? 

  

If the market does finish lower, it will be sort of justified payback for the 

patently phony late close, where as mentioned above the Dow went from a 230 

point gain up to its ultimate close of 275, so in a sense if it ends lower by 45 

points or less today, it is just correcting that unjustified ridiculous upward 

spurt of 45 points in eight minutes which had nothing to do with anything 

except some kind of re-balancing or unbalancing of positions with ETF’s or 

some such thing.  

  

And naturally the bond market, which has just become an inverse instrument 

to stocks, is rising as equities are now lower as this is being written, as 

opposed to the late morning when bonds declined as stocks rose, so we will 

have to watch the reaction to the upcoming speeches to see how stocks go 

and then bonds will do the opposite, as for instance yesterday the yields rose 

when the stock market went up. 

  

This week’s holiday shortened trading features – later today: Bernanke’s and 

the President’s speeches and Friday: July wholesale inventories.  

  

  

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 now 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.  

Disclosures 


