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Special comment – today’s notes will go over the market action on both 

Wednesday, November 23rd and Friday, November 25th. 

 

The market had the ignominious honor of declining for the sixth straight 

session on Wednesday, and the Nasdaq really took the booby prize by going 

lower this many days for the first time since February 2009, and this is nothing 

to be proud of, while the Dow and S&P fell for this many days for the first time 

since a seven-day losing streak in late July and early August of this year. And 

to really rub salt in the wounds of investors, the market underwent one of its 

creepiest very late collapses in a short period of time this year, and that is 

saying a lot. In other words, while many investors decided to leave early to get 

a fast start on that Thanksgiving visit to grandma, for whatever reason, and 

one can usually point the finger at those triple-leveraged ETF’s that need to 

buy or sell stocks for their re-balancing needs, or high-frequency traders 

exploiting an illiquid situation, the Dow collapsed by 70 points in the last five 

minutes. This made an awful market look even worse on the close. 

 

In a day that was depressing because stocks opened sharply lower and really 

had little or no chance to show any improvement because everything was 

working against them, the Dow fell to a 223 loss at 2:30pm, then tried to show 

that it still had a pulse by lessening that loss to “only” 166 points by 3:55pm, 

before it underwent one of those disgusting very late declines that are difficult 

to explain, but hurt the bottom line of investors nevertheless. And the reason 

that stocks had very little chance of rallying in the first place was that all of the 

negatives that have been in place lately were front and center once again, with 

the all-mighty Euro falling to its lowest level since early October and it broke 

that  recent 1.345 support level. It underwent a very large decline of .0168 to 

1.3337 and it probably contributed to that awful late decline in the major 

averages by also taking a bit of a dive at that time as well, and since U.S. 

stocks have basically been nothing but a clone of the Euro for over a year now, 

then once our equities saw this late fall in the Euro, they decided that the path 

of least resistance was lower as well.  

 

Donald M. Selkin  

Chief Market Strategist 

(212) 417-8017 

dselkin@nationalsecurities.com 

 

 

 

 

 

____________________ 

Market Update : 

 

DJIA:               11544 

S&P 500:           1196 

Nasdaq:            2531 

 

10YR T-Note:     2.03% 

 

EUR/USD:          1.33 

VIX:                   32.29 

 

Gold:                 1713 

Crude Oil:        98.46 

Prices Current as of 

11:35AM 

Source: CNBC 
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Even before the Euro weakness did our market in, the negativity began with 

China, where a report said that manufacturing and services fell by the most 

since March 2009. Then the negativity shifted to Europe, as the cost of the 

Dexia bank rescue is putting Belgium’s finances under such pressure that 

France may now have to take a larger share of the losses, so the title of that 

movie was now changed to “If It’s Wednesday, This Must Be Belgium”. Then 

the tour bus stopped in Germany, as apparently the fact that a German bond 

auction failed to find buyers for 35% of the bonds that were offered got 

investors bent out of shape, with yields in that country rising by 22 basis 

points. Of course, this rate of around 2.2% is still well below what it was at the 

start of the year, but never mind. 

 

Other negatives out there which also meant that stocks had no chance was 

that crude oil, another sick clone of the Euro and of stocks on most days, also 

decided to decline further, with a loss of $2 a barrel down to $96. Then our 

bond market, which had to live through that farcical lowering of its credit 

rating, continued to be the best performer and pushed yields even lower, if that 

is possible, as the 30 and 10-year maturities fell to 2.84% and 1.89% 

respectively, once again assuring that those investors who buy them lose 

money after taxes and inflation.  

In addition to the usual outside markets that ensure that stocks go lower, we 

also had for the second day some economic reports here that were interpreted 

as negative, as October durable goods came in a little better than expected but 

September’s decline was revised to more than originally thought. And even 

though October personal income rose by the most in seven months, personal 

spending rose by less than forecast. Weekly jobless claims came in a tad 

higher than forecast and when it rains it pours in the minds of investors 

looking for excuses to sell, the final November U. of Michigan Consumer 

Sentiment Survey actually had the nerve to decline fractionally to 64.1 from 

64.2 when a slight increase to 64.5 was expected, and what difference do any of 

these small fractional changes represent in the first place?  
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So after the lower third-quarter G.D.P. estimate on Tuesday, the markets were 

in no mood to grant any forgiveness given the negative tone that has taken 

over this month.  

 

Breadth numbers were horrendous at a negative 1 to 8 ratio and once again the 

VIX was of no help as it rose by only 2.01 relative to that Dow 223 closing loss. 

This meant that for the first three days of last week, with the Dow decline 

totaling an astounding 538 points, the VIX only rose by 1.98, which is just 36% 

of what it should have risen to keep pace.  

 

While Americans were enjoying their Thanksgiving holiday, there were all kinds 

of things going on in overseas markets which do not observe this American 

holiday. For instance, S&P futures actually had the nerve to rally as high as 

1173.70 in the overnight session, which was a strong gain from the Wednesday 

U.S. regular close before falling as low as 1147.50 at their worst levels early 

Friday morning, a loss of 12.40 as the European tour bus decided to come to 

Italy after a brief stop in Portugal, where the Fitch Ratings Agency joined in 

with a downgrade of that country’s debt to junk status after Moody’s had 

already done this in July, but better late than never. On the positive side, the 

Ifo Institute said that the November business climate index in Germany showed 

its first gain in four months.  

 

On Thanksgiving day, the negativity in Europe had continued as German 

Chancellor Merkel said that the proposal for some sort of joint Euro bonds is 

“not needed and not appropriate”, the cost of insuring European debt rose to 

another record, yields on all European bonds themselves kept rising and the 

S&P stock index futures finished lower after being higher. This further 

negativity set the stage for Friday’s holiday-shortened market in the U.S., and 

the S&P futures fell to that sickening loss as mentioned above.  
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But for some reason, the ongoing negativity actually had the nerve to initially 

disappear, as the various stock index futures kept creeping higher and higher 

as the opening bell was about to ring, and the Dow made a fast rally to a gain 

of as much as 104 points at its best level at 10:20am. Despite the euphoria (or 

shock perhaps is a better word to describe a feeling that stocks can do 

something other than go lower), there was a reason to be cautious, as once 

again the Nasdaq was not carrying its own weight, and could only advance by 

17 points at its best level, or less than it should have relative to the Dow’s 

advance, and this has been a problem for the past few weeks, as those high-

priced technology stocks have continued to sell off.  

 

And in perhaps the biggest shock of all, the best early performers were none 

other than the worst group of all, namely the financials, for whatever reason. 

The “explanation” put forward for the rally was there was some sort of 

insistence by France and Italy for a proposal to spare private investors from 

sharing the costs of bailing out the troubled countries like Greece, which now 

put France and Italy at odds with the German position on this issue. And how 

do you like this additional explanation for the early rally – both France and 

Germany put out a statement “confirming their support for Italy”, and isn’t that 

wonderful!  

 

What made the gains feel a little skeptical that they would carry through to the 

end of the abbreviated session was that the Euro was lower despite stocks 

having the nerve to show advances for a change. But if one looks at the price 

action of the Euro as the day moved on, just as the stock index futures here hit 

their worst level of the early morning at the same time that the Euro also fell to 

its worst level at 1.3212, the Euro rose as high as 1.3295, which was still lower 

on the day. So in other words, we had the hard to believe situation that stocks 

here could actually go up while the Euro was still lower.  
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And this highest level for the Euro co-incided with the Dow also making its 

high at that 10:20am time frame. And naturally as the Euro started to come off 

of its best level, and slide deeper into the red, raise your hand if you do not 

know what stocks were going to do. The Dow tried to fight the good fight as it 

was still higher by 80 points as late as 11:30am with only 90 minutes to go, but 

when the Nasdaq went into negative territory at that time, that was all she 

wrote, as the combined pressure of a lower Nasdaq and a falling Euro was too 

much for the Dow to take, and it ended down once again, with a closing decline 

of 25 points while that awful Nasdaq was 18 points down. And for the second 

day in a row, it pulled another one of those extremely late in the session 

collapses, as with eight minutes to go it was still ahead by 25 points before 

taking a 50 point dive from 12:52pm into the 1pm close, and happy Black 

Friday to all.    

 

Breadth numbers, which had started out the session at a very strong positive 

ratio, also deteriorated as the session wore on, and finally ended at a negative 

12/16 relationship, and the VIX actually gained a little more than it should have 

relative to the Dow’s losses, but as I have been pointing out, over the past two 

weeks of horrible market declines, it has not kept up with the losses in the 

Dow, and if one wants to combine these last two weeks, the Dow has fallen by 

an incredible 922 points while the VIX has risen by only about half of what it 

should have over this same time period, namely by 4.43. This is still not putting 

the market into enough of an oversold condition to have a sustainable rally, 

although an up-day could occur at any time, as the first part of Friday tried 

unsuccessfully to do.  

 

So what happened to turn that brief period of optimism into another weak 

session? Let us remember that despite the early gains in stocks as mentioned 

above, the Euro was lower nonetheless and we all know what ultimately 

controls our stock market, so one can ask the question, why were stocks here 

higher in the first place?  
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 This means that other negative factors had to raise their ugly heads as the 

abbreviated session wore on, and even before our stocks opened, that tour 

bus in the movie now switched to Italy, where yields on their six-month paper 

rose to 6.5%, which was double that from a month ago. Then as the session 

got more negative there was a report that Greece is demanding that new bonds 

issued to investors as part of a debt swap have a net present value of 25%, 

lower than the close to 50% that banks had in mind. And Greek 10-year notes 

traded at 24% of their face value.  

 

Not to depress anyone further, but how about this statistic – that the week just 

ended, namely the one that included the Thanksgiving holiday, both the Dow 

and the S&P (no Nasdaq then), underwent their worst percentage declines 

since 1932, and how many readers of these notes remember that one? The 

losses were 4.8% for the Dow, 4.7% for the S&P and 5.1% for the Nasdaq, and 

the reason why the Thanksgiving week was so bad despite the fact that 

markets have suffered worse weekly declines is that Thanksgiving week 

historically has been among the best ones for the market over the course of 

history.  

 

Leading the declines once again were the large technology stocks and it was 

somewhat ironic on the same day that all of the electronic stores were touting 

how well Black Friday sales were going, the stocks that represent these 

consumer electronic items were the ones that took the biggest beating, go 

figure. And despite the ongoing blah, blah from store executives about how 

well the day was going, no less than 22 of the 30 retailers in the S&P ended 

lower. Their optimistic tone also flied in the face of various surveys that show 

consumers believe that now is bad time to be spending money. And continuing 

their awful recent performance, energy stocks were also weak despite crude oil 

prices actually having the nerve to continue to be steady and were down less 

than a dollar a barrel during a week of large equity and Euro losses, and this 

adds to the squeeze being put on the consumer, at least the stock owning ones 

who also drive cars.  
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The financials couldn’t stand the prosperity of having a good day and gave 

back almost all of their gains to end only very slightly higher.  

 

And in one of the ironies of the day, our Treasury market actually declined, 

sending yields a bit higher despite the fact that stocks deteriorated as the day 

wore on and Europe’s problems keep coming at us, but if our market continues 

to get worse, then U.S. bond yields will continue to decline even further, if that 

is possible.  

 

Well, well, well- after putting in a real “turkey” performance last week, stocks 

are getting some revenge against their detractors, at least for one day, as the 

Dow has exploded to the upside with a gain of as much as 325 points early in 

the session. Breadth numbers are an incredible 14 to 1 to the upside, and how 

many times do we see that? The VIX is declining by a little less than it should 

be relative to the Dow’s advances, which is good considering how it has badly 

lagged when stocks were declining as described above.  

 

So what happened to cause this “revenge of the nerds” upward scenario, 

which by the way is not uncommon, namely a very sharp rise within the 

context of a downward trending market this  month, as $4.6 trillion of equity 

value has evaporated worldwide during the recent horrible performance?  

The reasons being offered for the advance are two-fold, the first of which is 

that there was apparently a much stronger start to the holiday shopping 

season here than had been predicted, as a record 226 million shoppers visited 

stores and websites during the four-day holiday weekend, up from 212 million 

last year, according to early estimates from the National Retail Federation. In 

addition, the average holiday shopper spent $398.62 over the weekend, up from 

$365.34 a year ago. There has been a record $52.4 billion in sales, which is a 

16.4% gain over last year. In addition, there is a projection that 122.9 million 

people will shop this Cyber Monday, today, up from 106.9 million last year. This 

is additional proof that despite the doom and gloomsters out there, the U.S. 

economy does not appear to be falling into a double-dip recession. 

 

 

  



 

Page 8 

November 28, 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 

Then of course there is the one thing that controls all of our markets, and it is 

obviously the goings-on or lack of goings-on in Europe and today the markets 

there were sharply higher as the E.U. discussed new approaches for containing 

their debt crisis, and the main one today was some sort of issuance of a joint 

bond. The E.F.S.F. may insure the bonds of debt-stricken countries with 

guarantees of 20-30% of each issue.  In addition, there was a report that the 

I.M.F. has proposed a rescue plan for Italy to the tune of $600 billion Euros. The 

German Finance Minister called for changes to the E.U. treaty that would 

tighten budget discipline among members. The Italian Prime Minister is going 

to propose more austerity measures this week in an attempt to balance their 

budget by 2013. 

 

But naturally, what would a day be without some negative news from that part 

of the world, as Moody’s said today that the “increased severity” of the debt 

crisis is threatening the credit standing of the those countries, and what else is 

new?  

 

Of course on a day like this, with the Euro higher, all of the commodity markets 

respond in knee-jerk fashion to the upside, and once again we have crude oil 

around $99 a barrel, which means that if stocks keep advancing because of 

further Euro strength, if that strength does in fact occur, this means that the 

rally is going to get stopped in its tracks similar to when stocks made their 

highs for the year in late April at the same time that crude oil did as well, which 

put a damper on consumer spending in the middle of the year as well as 

business spending, and which was partly responsible for the May-October 

equity meltdown. 

 

With earnings season over, the focus outside of Europe will be the economic 

reports issued here, culminating with Friday’s November jobs report, but more 

on that later in the week.  
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The lineup is as follows – today’s October new home sales report showed a 

small gain of 1.3% and the Dallas Fed Manufacturing Activity report gained to 

3.2; Tuesday: September CaseShiller Home Price Index, November Consumer 

Confidence; Wednesday: ADP jobs report estimate, November Chicago 

Purchasing Managers’ Survey, October pending home sales, November NAPM 

Milwaukee Survey, Fed Beige Book; Thursday: weekly jobless claims, October 

construction spending, November ISM Manufacturing Survey, November auto 

sales; Friday: November jobs report. 

  

For what it is worth, there is a statistic that says the S&P has gained on 

average 5% in the fourth-quarter after third-quarter losses of greater than 8% 

since 1924. There is another statistic that says when the S&P declines by 14% 

or more during the third –quarter, as what occurred this year, it has an 89% 

chance of advancing during the fourth-quarter. Let’s see if history repeats 

itself this year, although this probability is getting less after the horrible 

November we have seen so far.  

 

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 projected to be $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. 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 18% overall projected gain for 2011 would be the largest two-

year advance since the period ended in 1995. Third-quarter earnings are 

projected to now rise by 15%. The highest ever earnings for the S&P in one 

year so far took place in 2006, at $88. For 2012, earnings are still projected to 

be $104 for the S&P.  

 

  



 

Page 10 

November 28, 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 four consecutive quarters of negative G.D.P. growth, we now have nine 

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

every quarter in 2010 and the first three 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 1.6% and it is 2.6% in 2012, although estimates for this number vary 

widely and are constantly changing. 

  

Donald M. Selkin 

 

  



 

Page 11 

November 28, 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 

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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