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Market Update : 

 

DJIA:                  13198 

S&P 500:             1408 

Nasdaq:               3097 

 

10YR T-Note:        2.16% 

 

EUR/USD:             1.33 

VIX:                     15.46 

 

Gold:                    1669 

Crude Oil:         103.42 

Prices Current as of  

1:00 PM 

Source: CNBC 

This week has been very similar to last week in the sense that during both 

weeks there was an up day to start, then three down days in the middle and 

another mostly up day to end the week.  

 

Yesterday saw the Dow get as low as a loss of 92 points by 10:30am, from 

which level it started to recover and was lower by only 40 at 3pm, from which 

point it went into rapid upside acceleration that resulted in its ending with a 

closing gain of 19. But the Dow’s advance was strictly a solo job, so to speak, 

in the sense that all of the other major indexes ended lower and breadth 

numbers were at a negative 11.5/18 ratio.  

 

And just as they were the heroes earlier in the week, the large financials got 

smacked around to the downside once again as good old Standard & Poor’s, 

after having heaped such damage on our markets last year with their 

unprecedented downgrade of the U.S. credit rating and then taking their 

downgrade pencil to the debt of various European countries, came out of 

hibernation to say that none other than Greece may have to restructure its debt 

once again.  

 

This ostensibly “negative” story was one of the reasons for the early declines, 

and the market also put a negative spin on the fact that weekly jobless claims 

came in a bit higher than consensus and the prior week was revised higher as 

well, despite the fact that both were at their lowest levels in four years. And 

now all of a sudden the bond market is lowering its yields again, as the 10-year 

Note has declined to 2.16%, its lowest since March 13th after being as high as 

2.37% on March 19th on the “stronger” economic scenario.  

 

And would you believe that another reason offered for yesterday’s overall 

negative day was that crude oil prices got smacked around to the downside as 

well, as Saudi Arabia said that there is no “rational reason” for prices to be at 

current levels and the Kingdom would like to see them fall, and in order to help 

that situation come about,  
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they added that they have the ability to boost output by 25% immediately if 

need be. And you know the old story – lower oil prices are bearish for stocks.   

 

Ironically, the stocks that led the late market turnaround, for whatever reason, 

were the very ones that got sold off the most on Wednesday, namely the 

energy, industrial, resource and materials components. As an example of this, 

Dow component CAT, which got smacked around to the downside on 

Wednesday, made a nice comeback yesterday and accounted for 13 of the 

closing Dow 19 point gain just by itself.  

 

And how about the VIX, which for the second day in a row got as high as 17.20 

and then came down sharply from that level as stocks both days came back 

from their worst intraday levels. The VIX reached that high, a gain of 1.73 

points when the Dow was on its low, and then proceeded to plunge once again 

to end only .01 higher at 15.48. 

 

After yesterday’s steadier session, today’s last trading day of the first-quarter 

is turning out to be the barnburner as was promised in yesterday’s daily 

market notes, as the confluence of economic reports, quarterly and weekly 

options expirations and the usual end of any month dynamics have caused all 

sorts of market gyrations, and let us go over them. Futures were higher early in 

the morning before the release of some economic numbers which showed that 

February personal spending rose to the highest level in seven months, which 

was construed as friendly. Then the March Chicago Purchasing Manger’s 

Survey and the NAPM Milwaukee Manufacturing Summary came in lower than 

expectations, and this should not have been a surprise considering that the 

regional manufacturing surveys from Dallas, Richmond and Kansas City earlier 

in the week also came in lower than predicted. Then just before 10am, the last 

report of the day, namely the end of March U. of Michigan Consumer Sentiment 

Survey, rose a bit more than expectations.  
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The market seemed to want to go higher in any event, following the pattern of 

last week as mentioned above. As a result, the Dow began with a gain of 

around 45 points, from which point all of the major indexes began a plunge for 

whatever reason to their lows at 10:45am, with the  Dow higher by only 3 points 

while both the S&P and Nasdaq went negative, thanks to a large comedown in 

the price of you know who for the second day in a row. From this Nasdaq low 

of negative 16 and that Dow low of the 3 point gain, things turned back right 

around to the upside just as sharply as they had declined, which is the classic 

sign of maneuvering by various interested parties with no fundamental 

justification for these violent contradictory moves. As a result, the Dow is 

currently at its best levels of the day with a 65 point gain while the Nasdaq is 

ahead by 4, restrained by the negative influence of other high-priced 

technology stocks that are getting sold off as well. In fact, of the top 10 

performing S&P issues this year, 6 are lower and 10 are higher, and of the ten 

best Nasdaq performers, the ratio is the same, so there might be some profit-

taking in these stocks as the quarter comes to an end. 

 

Breadth numbers are positive at a 19/10 ratio and the VIX is doing nothing for a 

change, staying around unchanged as both the Dow and S&P are both higher 

and appear to want to end the session on the upside. This would be a 

correction to the fact that we had some strange goings on in the prior two 

sessions which has probably put the VIX lower than it should be, so at 15.50 it 

is still above that 14.30 support level which might make the upside a bit more 

difficult if it were to decline back down to that level once again.  

 

Next week’s holiday shortened week is going to be a strange one mainly 

because the March jobs report is going to be released on Friday when the 

markets are closed for the Good Friday observance. This means that everyone 

who will be observing that day or the preparation for the first Passover Seder 

that evening will have to keep their eyes glued to the 8:30am release of this 

report and the bond market (which will be open because it is not a government 

holiday) reaction to it, 
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and then instead of getting an immediate sense of joy or disappointment as the 

case may be in stocks on Friday morning, everyone will have the anxiety of 

knowing how equities are going to do on Monday to color their religious 

observances over the weekend, and won’t that either be fun or gloom 

depending on how a person has positioned him or herself ahead of this report.  

 

Other economic numbers include: Monday – February construction spending, 

March ISM Manufacturing Survey; Tuesday – February factory orders, minutes 

of the last F.O.M.C. meeting, domestic vehicle sales; Wednesday –ADP 

estimate for Friday’s jobs report, March ISM Non-Manufacturing Survey; 

Thursday – weekly jobless claims and March chain store sales. Friday – the big 

one as mentioned above.  

 

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

this month, 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%.  
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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 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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