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Market Update : 

 

DJIA:                  13198 

S&P 500:             1409 

Nasdaq:               3104 

 

10YR T-Note:        2.25% 

 

EUR/USD:             1.33 

VIX:                     14.99 

 

Gold:                    1684 

Crude Oil:         106.84 

Prices Current as of  

1:10 PM 

Source: CNBC 

Let us review what has taken place since the last edition of the daily market 

notes was published last Wednesday. On that day, the Dow ended with a 45 

point loss, which was its second in a row following Tuesday’s 68 point decline, 

and the ostensible reason for this decline appeared completely flaky to me, as 

February existing home sales came in slightly lower, but from an upwardly 

revised January number, so if the total two-month number is around the same, 

then why is this negative?  

 

On the other hand, the Nasdaq held up much better and ended only fractionally 

lower due to strength in such high-priced technology leaders as you-know-who 

at a new all-time high before reversing to end lower, BIDU, GOOG, ISRG and 

NFLX, and PCLN at another new multi-year high. And these technology gains 

were even more impressive as they came about after ORCL ended lower after 

opening higher as a result of its report the night before.  

 

The Dow was hurt by losses in its energy, industrial, resource and material 

components, as were other types of these stocks that are not in this index on a 

story that China was going to raise fuel prices for the second time this year as 

their automobile sales might come in less than forecast as their economy 

slows, but hello, hasn’t that been one of the problems for American 

consumers, namely that despite adequate supplies here, drivers in this country 

have become victims of strong demand for fuel from these emerging 

economies like China and India. So now that fuel prices eased off, at least for 

one day, shouldn’t this have been positive for the overall stock market?  But 

never mind, because market action that day was a bad replay of what we saw 

last year, namely the type of day when because stocks are lower, then 

commodity prices and bond yields have to decline along with them in that 

sycophantic pattern where it is difficult to know who is leading who on the way 

down.   

 

And talking about down, how about crude oil getting whacked around by $2 a 

barrel on the China report and in addition there was a story that Saudi Arabia,  

mailto:dselkin@nationalsecurities.com


 

Page 2 

March 26, 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 

bless their hearts, has the ability to increase crude oil production by as much 

as 25% immediately if needed. Of course, this country acts only out of its own 

self- interest, so they are not doing the West any favors by this, but for two 

reasons that benefit them  – to hurt their enemy Iran, and also to assure that 

ridiculously high energy prices do not cause Europe and America to go into 

economic slumps because that would cut the demand for Saudi oil from these 

continents and no producing country wants to see a decline in the need for 

their product. 

 

On Thursday, the major averages fell for the third day in a row on reports that 

both European and Chinese manufacturing declined and also on the negative 

carryover effects of a weak report from FDX. The European manufacturing 

index fell below 50, hurt by “unexpected” declines both in Germany and 

France. And heaven forbid, Chinese manufacturing also declined in China to 

the lowest level in four months. On the other hand, weekly jobless claims here 

declined to the lowest level since February 2008, which continues to show an 

improving economy here.  

 

As a result, the Dow ended with a loss of 78 points, and once again as has 

been the case lately, those sycophantic markets that move according to how 

stocks do did their thing once again, as bond yields declined for the third day 

in a row as well, with the 10-year Note down to 2.28% from the 2.37% that it 

reached at its high when the various stock market indexes also reached their 

highs earlier in the week. So in a sense, these two markets are going in the 

complete opposite direction in what has to be just a day to day “risk-on, risk-

off” trade like we saw for much of last year, as they react to news that 

economic conditions are either getting better or worse as the case may be for 

that day only. And naturally, when the market declines it is invariably the 

industrial, cyclical and energy stocks that go down the most because of their 

sensitivity to the slowing or acceleration of the economic news on that day. 

And after this three-day decline, one house came out with the news that they 

expected a “correction” of between 5-9% after the first quarter, 
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which is a classic example of reacting to the news instead of anticipating it, 

and of course this prediction may or may not happen in any event.  

 

And sure enough, on Friday the market decided that it had enough of going 

lower and promptly reversed course to the upside despite the fact that the 

February new home sales report showed a decline instead of the gain that the 

experts had predicted. The Dow had originally been lower by 43 points after the 

release of this report, but then decided that the 13,000 level was cheap enough 

and turned back around after having retreated by 2% from its recent intraday 

high of 13,289 on March 16th. Breadth numbers were very good at a positive 

21/9 ratio and the VIX declined down to 14.82, a loss of .75 which was about 

twice as much as it should have relative to the closing Dow advance of 35. 

 

And what was the reason for this turnaround despite the one economic report 

that was weak and the supposed market worry about the slower numbers from 

both Europe and China? The best that the experts could come up with was that 

energy stocks and oil prices themselves rallied on a report that sanctions will 

reduce Iranian crude oil exports by 300,000 barrels a day despite the fact that 

Saudi Arabia had said earlier in the week that they would gladly make up for 

any shortfall from their Iranian enemy. So when crude oil prices went up on 

this Iranian news by around $1.50 a barrel to $106.85 from $105.35 the day 

before, this is “good” news for our economy and consumers, and this makes 

the stock market better instead of the other way around, but what else is new 

with this bizarre way of thinking?  

 

Then, for what it is worth, there was the fiasco over the IPO of BATS, which 

had to be the ultimate kick in the face, as an electronic exchange which now 

accounts for 11% of all volume saw a “system error” cause incorrect priced 

quotes to be disseminated, and its price apparently declined to pennies after 

trading as high as 16 and apparently a 100 share trade in AAPL set off a 

“volatility circuit breaker”, whatever that is supposed to mean, that 

momentarily halted trading in its shares, and all of this is progress? 
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As a result of those three losses in a row in the middle of the week, the Dow 

and S&P  declined for only the second week this year, their “worst” of the year, 

with net losses of 152 and seven points respectively, while the Nasdaq gained 

12 points and has now advanced for six straight weeks. 

 

The various stock index futures were already higher this morning when Fed 

Chairman Bernanke said that while he is encouraged by the decline in the 

unemployment rate, the economy still needs help, which to the bullish crowd 

was interpreted that there is still the possibility of a QE3, when in reality this is 

not going to happen, but the market apparently liked what it heard and the 

futures went even higher when they heard these comments. In addition, 

Chancellor Merkel said that Germany may back plans for the temporary and 

permanent Euro rescue funds to run in parallel. 

 

As a result, the Dow hit its best level of the day so far with a gain of 139 and 

breadth numbers are at an almost 3 to 1 upside ratio. As the Dow is currently 

ahead by 119 as this is being written, the VIX is actually higher by .18 to 15, and 

this is bullish because it gives the market more room to advance as it goes 

higher along with the market itself and keeps it away from that 14.30 support 

level.  

 

And of course there is some irony is that things are doing better despite the 

fact that both economic reports released today came in slightly worse than 

expectations, namely the February pending home sales number and the March 

Dallas Fed Manufacturing Survey, for whatever this one is worth.  

 

The economic calendar for this week finishes with: Tuesday – January 

CaseShiller home price index, March consumer confidence, March Richmond 

Fed Manufacturing Index; Wednesday – February durable goods orders; 

Thursday – second estimate of first-quarter G.D.P., weekly jobless claims, 

March Kansas City Fed Manufacturing Survey; Friday – February personal 

income and spending, March Chicago Purchasing Managers’ Survey,  
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final March U. of Michigan consumer Sentiment Survey and NAPM Milwaukee 

March Index.  

 

And how about this statistic –the daily swings in the S&P this year so far have 

averaged .46% a day, compared to 1.04% last year, and this is one of the 

largest declines ever for one year after the prior one. At the same time, trading 

volume has decline to the lowest in 13 years even as the S&P as mentioned 

above is out to its best first-quarter start since 1998.   

 

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

ago 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.  



 

Page 6 

March 26, 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 

A price of $536.34 put it at exactly $500 billion with 932 million shares 

outstanding, and as it has continued to move ahead, its market cap is 

increasing as well, so perhaps history will be made if the price is able to 

maintain these higher levels. At $557 billion, it is still slightly below the fleeting 

levels achieved by CSCO, GE and MSFT at their best-ever levels.      

 

The S&P trades at 14.5 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. 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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