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Market Update : 

 

DJIA:              13058 

S&P 500:        1386 

Nasdaq:          3030 

 

10YR T-Note:    1.98% 

 

EUR/USD:       1.31 

VIX:                 18.86 

 

Gold:              1641 

Crude Oil:      102.47 

Prices Current as of  

12:50 PM 

Source: CNBC 

After  Monday’s very mixed start to begin the new week after the first 

consecutive back to back weekly losses this year the prior two weeks, things 

exploded to the upside yesterday as the markets opened higher and basically 

never looked back. 

 

The Dow jumped to a 78 point gain right off of the opening bell, then made a 

brief hesitation off of those early highs before exploding to the upside and 

reached its best level of the day with a 209 point advance at 3:30pm before 

ending 194 points higher. The big hero of the day was the recently beaten-

down Nasdaq, which declined on Monday even as the Dow was higher, 

primarily because of the downside beating that several of its high-priced 

leaders had undergone. For instance, AAPL had declined for five days in a row, 

falling by over 9%, which was its longest number of consecutive lower days 

since last October and also the largest percentage decline in such a short 

period of time since January 2009. 

 

But yesterday this stock got a measure of revenge against its recent naysayers 

by opening nine points lower in order to satisfy those who wanted to sell 

before making a very rapid upside turnaround to end the day with an almost 30 

point advance, and this was able to motivate the broader technology to the 

upside as well. This resulted in a Nasdaq gain of 54 points, its best showing in 

a month.  

 

Breadth numbers were better than 3 to 1 to the upside but the VIX did not really 

want to participate in the stock market rally to the extent that it could have, and 

after being around two points lower earlier in the day in line with the best gains 

in the Dow, it ended down by only 1.09  to 18.46, which showed some 

skepticism about the ability of the market to extend its gains into today. The 

bond market did very little, as it raised the yield on the 10-year Note back up to 

2% after being slightly below that the day before. 
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So what happened to cause all of the euphoria after the recent move to the 

downside? And as has been the case recently, for answers one has to look 

across the Atlantic, where the latest basket case in that part of the world, 

otherwise known as Spain, said that it will keep its agreed-upon deficit targets 

as it had promised to the European Commission. And then thank heavens 

there was a successful short-term debt auction of 12 and18-month bills, which 

had the effect of lowering the all-consuming all-knowing yield on the 10-year 

maturity below that magical 6% level again, but let it also be noted that there 

will be auctions of longer maturities tomorrow and Friday, which will most 

likely transfix investors once again. In addition to the better news from Spain, a 

German business and investor sentiment survey came out ahead of 

expectations, thank goodness, to its highest level in almost two years, which 

also added to the bullish tone. And then for good measure the I.M.F. raised its 

outlook for global economic growth from 3.3% all the way up to 3.5%, and why 

not?  

 

Also helping the Dow was a good report from KO, which made a new multi-year 

high, along with JNJ, which was able to eke out a small gain after its report. In 

addition, there was some optimism that the March building permits component 

of the housing starts report showed its best gain since last November. 

 

After yesterday’s upside moonshot, things are taking a breather so far today, 

as negative reactions to the reports from Dow components IBM and INTC have 

tempered enthusiasm. As a result, the Dow fell to its worst level with an 85 

point loss at 11:40am, from which it has improved somewhat to a loss of 61 

points as this is being written. Breadth numbers are at a negative 9/19 ratio and 

the VIX is higher by about what it should be with a gain of .47 to 18.93. The 

Nasdaq briefly went into positive territory on the back of an early gain of as 

much as 10 points in AAPL on the back of a major recommendation from the 

large investment bank that is continually at the center or controversy.  
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This organization said that they expect a “very big year” for this stock. After 

the initial enthusiasm from this pronouncement abated, the stock reversed 

course by 18 points to trade as much as 8 points lower before stabilizing at 

slightly lower levels from yesterday’s close. This has resulted in the Nasdaq 

currently being down by 13 points as this is being written. 

 

And when things are lower, one can always turn to Europe for further 

“justification”, as Spain is once again the focus of attention ahead of their 

important 10-year Note auction tomorrow after their bill auction yesterday 

provided a sense of relief as mentioned above. It was reported that their G.D.P. 

will decline this year to a negative 1.7% rate but their budget deficit, which 

reached 8.5% of G.D.P. last year, is projected to improve a bit to 5.3% of G.D.P. 

this year.  

 

As a result, the Euro has declined to around the 1.3100 level after having found 

support earlier this week below 1.3000, which is now the level to break on the 

downside. As a result, crude oil is declining and this loss is being exacerbated 

by the fact that inventories have now risen for the fourth straight week. The 

President yesterday pointed out the discrepancy between the high prices of 

energy products with the fact that supplies appear to be sufficient and tried to 

lay the blame for this on the “speculators”, by which he presumably means 

pension funds, college endowments, hedge funds and individual investors who 

participate in energy markets not because they use the products but rather to 

reap profits from prices that move higher. 

 

Since there are no economic reports here today, the focus is on earnings, and 

of the 56 S&P companies that have reported so far, 79% of them have beaten 

the numbers, and there are individual issues today that are reacting to the up 

or downside as the case may be. 
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The parade will continue after the close tonight with Dow component AXP in 

addition to important technology issues EBAY and QCOM. 

 

This is a huge week for earnings, with 90 or so S&P companies reporting, and 

the lineup for the rest of the week is: tonight: Dow component AXP, plus 

EBAY, MAR, NE, QCOM, SWK and YUM; Thursday: Dow components BAC and 

MSFT plus AMD, ALTR, BAX, CMG, CB, EMC, FITB, MS, NYT, COL, LUV, SNDK, 

UNP; Friday: Dow components GE, MCD plus AEP, KMB and MAN.  

 

Once again, as the first-quarter reporting season is getting underway this 

week, the current expectation is for an overall profit gain of 3.5% but this will 

only be 2.0.% without the predicted strong results from AAPL. The current 

forecast for the entire year is for profit growth of 8.6%. The fourth-quarter of 

2011 saw a 9.2% gain. 

 

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%. 

 

The S&P trades at 13.5 times the projected 2012 earnings of $101, according to 

the analysts who follow these companies, which should be a major supporter 

of stocks. Earnings were $85 in 2010 and were $93 in 2011. The estimate for 

2013 is $107. The average P/E multiple for the S&P going back to 1954 has 

been 16.4.  

  

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.  
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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.  

Disclosures 


