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Market Update : 

 

DJIA:                  13248 

S&P 500:             1404 

Nasdaq:               3056 

 

10YR T-Note:        2.31% 

 

EUR/USD:             1.31 

VIX:                     14.84 

 

Gold:                    1655 

Crude Oil:         106.11 

Prices Current as of  

1:20 PM 

Source: CNBC 

Yesterday’s market action was a perfect example of the expression that the 

old-time civil servants would mutter as they punched their time clocks at the 

end of the day – “Another day, another dollar”. In other words, what has 

happened to the stock market lately is that the expectation has become so 

strong that it will continue to rise, that when it indeed advances for another 

session, it has become nothing to get excited about, so to speak, as if the 

market now owes its participants the right to see gains day after day. 

 

The Dow started out with a loss of 22 points at its worst level at 9:45am, from 

which it was up, up and away once again and it actually ended at its best level 

of the day with a final advance of 58 after a very late upside acceleration into 

the close. Breadth numbers improved as the session wore on and ended at a 

positive 18/12 ratio. What assured that things would go the distance was a 

strong Nasdaq/Dow ratio, as the former advanced by 15 despite the fact that its 

largest member actually had the nerve to end with a closing loss of 4 points 

after hitting the magical round number of 600 right at the opening, from which 

level it proceeded to go lower as the inevitable profit-taking set in. This gain in 

the Nasdaq was very impressive considering that on Wednesday, the index 

was able to rise by only 1 point despite the fact that you-know who made a 

tremendous gain of 21 points, and more on this later.  

 

And once again, two measures that are often sighted as being some sort of 

mavericks in the sense that they can make larger early gains in a general 

upside market move and are therefore considered as something of a leading 

indicator, namely the Russell 2000 Index of smaller stocks and the Dow Jones 

Transportation Index, both made strong gains. The fact that both of them are 

below last year’s highs has been cited by some observers that the major 

averages are about to turn to the downside as well because unlike the Dow 

Jones Industrials, the S&P and the Nasdaq, these two quirky averages have not 

made new highs for the move as the three large ones have. But yesterday’s 

strong action by those two certainly gives pause to that idea for the time being.  
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Once again, the financial stocks led the way higher, as in a complete reversal 

of last year, when investors could not sell them fast enough, this year they 

have skyrocketed to the upside and the two best performing stocks in the Dow 

this year are members of that group – BAC and JPM. And going back to the 

“another day, another dollar” idea, the S&P is now off to its best start to a year 

since 1998, having achieved a 12% advance so far and joining the “round 

number” club with a close over 1,400.. And the Dow has gained for seven 

straight days, its longest such winning streak since February of 2011.  

 

And testifying to the fact that the economy is continuing to get better, as 

evidenced by weekly jobless claims remaining at four year lows and the Empire 

NYState Manufacturing Survey improving at its fastest pace in almost two 

years, the yield on the 10-year Treasury Note rose to its highest level since 

October, at 2.28%. And crude oil seems to be cooling off a bit as well, with an 

agreement by the U.K. to cooperate with the U.S. in a bi-lateral release of 

strategic oil reserves if the current situation of high energy prices continues.  

 

Finally, the VIX, which has been acting very strangely intraday on several 

occasions this week as pointed out in recent daily market notes, did another 

bizarre thing very late yesterday as well. At the close of trading, with the Dow 

accelerating to its best level of the day with that 58 point gain as mentioned 

above, the VIX was lower by .34 down to 14.97. Then just after stocks 

themselves closed, on the next tick it shot back up to show a gain of .11 to 

15.42, and how can that happen? But we saw these very large moves between 

trades earlier in the week as already mentioned, and as had been pointed out, 

these sorts of shenanigans could be the result of the various ETF’s that have 

sprung up that are based on the VIX, or the VIX futures which are still at a huge 

premium to the actual VIX itself with expiration for the March series 

approaching on Tuesday’s close. But the important thing to remember is that 

when the market advances and the VIX advances as well, this is the best 

possible combination because even though stocks are higher, the VIX is now 

further away from its downside support level, currently at 14.30,  
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which can then help the market to achieve additional gains.  

 

Today’s options expiration session is sort of what we have become used to, 

namely a general move higher with the financial issues once again leading the 

gains. This morning’s economic numbers are not having much of an influence, 

although the fact that the core rate of inflation for the February C.P.I. came in 

lower excluding food and energy is now being interpreted to mean that the Fed 

can maintain its current program of stimulus, which would weaken the dollar 

and this is one of those arguments that is being put forward to justify the fact 

that the Euro is gaining and sounds like a fishing expedition to me, because 

earlier in the week the dollar was strengthening because the ongoing better 

economic reports were seen as a reason for the Fed to not have to extend any 

stimulus programs, which is the primary reason that bond yields continue to 

rise. The 10-year Note yield is currently at 2.32%.  

 

The Dow started out with an advance of 35 points at its best early level, from 

which it has come off and is currently around unchanged as this is being 

written. The fact that the mid-March U. of Michigan Consumer Sentiment 

Survey slipped a bit from the final February number, probably due to the 

negative effect of higher gasoline prices, is being used as the excuse for the 

slight comedown from best early levels. Breadth numbers are just about even 

and once again it is the financials that are providing the best measure of 

support.   

 

The VIX atoned for its naughty behavior late yesterday by immediately 

declining to as low as 14.29 right on the opening as the Dow made its high as 

mentioned above. This was a decline of 1.13 points, much more than it should 

have been relative to that 35 point Dow advance, and once again points out the 

phoniness of those very late VIX prints in the sense that it immediately 

corrected to the downside. On the other hand, what is not so good is that this 

14.29 print put it right into strong support,  



 

Page 4 

March 16, 2012 

     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 

and the fact that it has moved higher from those lows has been a function of 

the major averages failing to maintain their best early levels, which means that 

either one of two things is going to happen next week – the market is going to 

continue higher and the VIX is going to break to new lower support levels, or 

things are going to top out for the time being and make some sort of corrective 

downside action in order for the VIX to move back up again, and this is how the 

battle is going to be fought in the coming days. 

 

Since this is a monthly options expiration series, and the function of such an 

expiration is to make the most buyers of options lose their money, there are 

two examples that I would like to point out, the first of which is the one with the 

largest number of options that are traded, namely the SPY, which represents 

1/10tjh of the price of the S&P itself and is used by those “sophisticated” 

market participants to “hedge” their positions. And on today’s close, literally 

92% of all the calls and 97% of all the puts will expire worthless, as despite the 

general up-move in the market lately, only 66,000 calls will have value and 

886,000 will go out worthless, and this is astounding considering that the 

market has been doing nothing except go higher this year. The put side is even 

more destructive to those buyers, as 128,000 of them will have value and a 

humungous 5,800,000 will be worth nothing this afternoon, or 97%. And if this 

isn’t the best reason to show that buying these calls and puts on major 

indexes is a complete waste of money, then I do not know what is. 

 

There is one other example that I would like to point out, and with AAPL up 

near record high prices, there has been record-setting trading in its calls as the 

price made such a huge up-move earlier this week. But unfortunately for those 

call buyers, the stalling out in price after hitting 600 on yesterday’s opening will 

mean that the largest number of positions will now expire worthless, namely 

anything above 585 or so depending on today’s exact close. In fact, just to 

show the mania over this trade, the exchanges in their infinite wisdom added 

call strike prices as high as 820 for this afternoon’s expiration and 890 for later 

months.  
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And if this is not an invitation for buyers at these strikes to be cautious, then I 

do not know what is.     

 

Now that we have passed the third anniversary of the bear market low on 

Friday, there is a statistic which says that of the eight previous bull markets 

since 1928 lasting at least three years, which this one now has, seven rose in 

the fourth year (i.e. 2012), with an average gain of 14%. 

 

And if one looks at the performance of various markets over these past three 

years, the S&P has risen by 102%, crude oil has risen by 127% ($47 to $107), 

gold is ahead by 85% ($922 to $1,700), the U.S. 10-year yield has declined by 

30% from 2.86% to 2.01% and earnings have risen from $49.51 to $96.43 for the 

S&P, a gain of 95%. This doubling of profit growth has come despite revenues 

hardly rising at all, which is a function of the six million jobs that have been 

lost during this time.  

  

The Fed balance sheet has expanded from $2 trillion to $2.9 trillion for a gain of 

43% while total Federal debt has also risen by this amount, from $11 trillion to 

$15.5 trillion while G.D.P. has risen by 6.6%.  

 

For those market historians out there, AAPL has achieved a $500 billion market 

cap, and this follows in the glorious history of the other companies to have 

gotten to this exalted status- and they are in order- MSFT, GE, CSCO, INTC and 

XOM, all of whom were lower in price a year later and none of them might ever 

get back to that level again, so let us see if history is going to change with the 

present situation. A price of $536.34 puts it at exactly $500 billion with 932 

million shares outstanding, and it now starting to move above that, so perhaps 

history will be made if the price is able to maintain these higher levels.  

 

The S&P trades at 14 times projected 2012 earnings of $102, which has been a 

major supporter of stocks lately. Earnings were $85 in 2010 and are projected 

to be $99 for 2011, according to the analysts who follow these companies.  
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The average P/E multiple for the S&P going back to 1954 has been 16.4. Since 

2006, the average P/E multiple has been 14.7 

 

For 2011, earnings rose by 9.4% to $97. This is the highest ever earnings for 

the S&P in one year. For 2012, earnings are projected to be $102 for the S&P 

and for 2013 the estimate is for $107.  

  

After four consecutive quarters of negative G.D.P. growth, we now have 10 

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

every quarter in 2010 and every quarter in 2011 as well. For 2011, G.D.P. rose at 

a 1.7% rate, and it is projected to grow by 2.2% 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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