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Market Update : 

 

DJIA:              13005 

S&P 500:        1371 

Nasdaq:          2962 

 

10YR T-Note:    1.95% 

 

EUR/USD:       1.31 

VIX:                 18.42 

 

Gold:              1641 

Crude Oil:      103.49 

Prices Current as of  

12:45 PM 

Source: CNBC 

The market decided yesterday to worry about issues in China and particularly 

in Europe, and as a result it got slammed to its worst level of the day with a 184 

point loss at 10:20am, just before the close of European trading, as is often the 

case, due to panicked selling coming out of that part of the world. From those 

lows, things sort of chopped irregularly higher and the Dow ended with a 

closing loss of 102 points.  

 

Breadth numbers were poor at a 1 to 3 negative ratio, which was actually worse 

earlier in the day and the Nasdaq fell by even more on a percentage basis than 

the Dow with a 30 point loss. At least AAPL this time gave its supporters some 

hope by getting into positive territory intraday on five separate occasions 

before ending lower for the ninth time in the last 10 days. Usually it makes one 

early push higher before succumbing to selling pressure as the day moves on, 

but this time the intraday dynamics were a little more encouraging although 

the end result was the same. It will certainly be instructive to see if its 

cheerleaders in the analyst community, of the 900-1000 price target fame, will 

be vindicated or not when its report comes out after today’s close.  

 

To be fair, there were some discrepancies in the Dow’s loss, as 22 points of it 

were courtesy of WMT getting slammed to the downside after a potential 

corruption charge in some of its stores in Mexico, and how is it possible in 

such an upstanding, honorable country like this?  

 

And naturally on a down day in the stock market, those outside sycophantic 

markets dutifully went the way they are programmed to go, and to no one’s 

surprise the 10-year Treasury note yield sank even further, continuing its 

decline for the fifth straight week with a yield of 1.94%. and naturally when 

there are all of these problems in Europe, the Euro sold off as well, but is still 

within its recent trading range and well above that important 1.3000 support 

level despite the overwhelming bearishness toward it. And as the Euro and 

stocks go, so go the other two lemmings otherwise known as crude oil and 

gold.   
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The VIX decided to have an upside field day and had risen as high as a gain of 

2.83 to 20.27, where the air does start to get a little thin. It finally ended with a 

1.53 point advance to 18.97, still more than it should have relative to the Dow’s 

decline. It remains in that 14.30 to around 21 range, following the zigs and zags 

of the equity markets.  

 

So what happened overseas to get investors so bent out of shape? The 

negativity began in China, as manufacturing in that country declined for the 

sixth straight month. But that was only part of the day’s woes, which 

accelerated as the clock turned to Europe. And what a pot full of poorly 

interpreted news came from that part of the world, as the  Prime Minister in the 

Netherlands tendered his resignation over the inability to resolve budget 

issues, and this was made more difficult by the opposition of the anti-

immigrant far-right wing political party in that country. Then there was the 

defeat for the first time since 1958 of an incumbent French president in the first 

round of voting, as the Socialist opposition won a narrow victory and the far 

right, anti-immigration party took 18% of the vote. Then there was the 

European services and manufacturing index report which declined to the 

lowest level in five months. 

 

Did investors just forget about the negativity from yesterday, as the market has 

taken on a better tone so far today, although the Dow’s advance of as much as 

122 points appears to be a case of flying solo. For instance, 26 of its current 

101 point advance is the result of positive reactions to the earnings of three of 

its components alone, namely 3M, T and UTX. And if one adds in the 

contribution from IBM, chalk up another 23 points as the stock is strong today 

after the announcement of a dividend increase and a share buyback. This 

means that just about half of its gain is the function of the performance of only 

four of its members.  
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Despite the triple-digit current Dow advance, the Nasdaq is lower courtesy of 

another weak performance from you-know-who, down for the 10th time in the 

past 11 sessions ahead of its earnings report tonight, which will obviously be a 

very high drama event considering the shellacking the stock has taken 

recently. Also weighing on this index is the beating that NFLX is taking after its 

report, in addition to weakness in other former high-flying favorites such as 

ISRG and PCLN.  

 

There were some economic reports that were better than expected for a 

change, as the February CaseShiller Home Price Index showed a slight gain for 

the first time in 10 months and March new home sales were better relative to 

the large upward revision from February despite falling to the lowest level in 

four months.  And for what it is worth, the April Fed Richmond Manufacturing 

Index rose by twice the amount that it was projected to.  

 

Also being used as an explanation for today’s overall better tone was news 

from Europe, would you believe it, as how about both Spanish and Dutch 

bonds having lower yields, with the former down to 5.86% and the latter down 

to 2.33%. And let us remember that the Netherlands was one of the bad boys 

yesterday as its prime minster tendered his resignation over the failure to 

resolve budget deficit issues. And in the perverse world of European bond 

trading, apparently the rise of the German 10-year issue to a yield of 1.70% 

from a record low 1.63% yield yesterday is also perceived as bullish, as it 

shows a movement away from the “flight to safety” (i.e. Germany) in that part 

of the world, so three cheers for this development, at least for one day.  

 

Breadth numbers are good at a positive 20/8 ratio but the VIX is somewhat 

skeptical here with a loss of only .59 to 18.38 despite the current Dow gain of 

around 100 points. And to no one’s surprise, those outside sycophants are 

acting the way one thinks they should on an up-day in equities, as bond yields 

here are a bit higher and the Euro, crude oil and gold are all up slightly, and so 

it goes. 
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For the first-quarter earnings reporting season, of the 153 S&P companies that 

we have heard from, 77% of them have beaten their estimates. 

 

Economic reports could influence things one way or the other and we will have 

-  Wednesday: March durable goods orders and the (oh, no) statement from the 

F.O.M.C; Thursday: weekly jobless claims, March pending home sales, April 

Kansas City Fed Manufacturing Activity report; Friday; first estimate of 1Q 

G.D.P. and the final April U. of Michigan Consumer Sentiment Survey. 

 

If you thought that last week was a barnburner for earnings, wait until you see 

what we still have this week, with an all-star studded lineup that includes: 

Tuesday – tonight: AAPL, AMGN, BIDU,BWLD and PNRA; Wednesday – Dow 

components BA and CAT, plus COG, CROX, HOG, HES, LLY, MSI, OI, S, 

SBUX,WLP, WYN and XLNX; Thursday – Dow component XOM, plus AET, 

AMZN, BWA, D, DECK, ETR, FII, LEG, LMT, MCO, PEP, PFG, PHM, TWC, UPS, 

WDC, WM and ZMH; Friday – Dow components CVX, MRK and PG, plus F, IP, 

NEM, VFC  and WY.  

 

Once again, as the first-quarter reporting season is now underway, the current 

expectation is for an overall profit gain of 4% but this will only be 2% 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.  



 

Page 5 

April 24, 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 

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. 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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