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Market Update : 

 

DJIA:                  12947 

S&P 500:             1383 

Nasdaq:               3052 

 

10YR T-Note:        2.03% 

 

EUR/USD:             1.31 

VIX:                     18.23 

 

Gold:                    1647 

Crude Oil:         101.49 

Prices Current as of  

1:00 PM 

Source: CNBC 

The Dow and S&P ended their worst week of the year on Thursday, as the 

former fell by 1.2% and the latter was down by 0.7% for the holiday-shortened 

four days of trading. The Dow opened with a 62 point loss, then rallied to a gain 

of 13 points, its best level of the session at 11:15am before finally easing off to 

end 15 points lower. The S&P was fractionally lower while the Nasdaq ended 

with a 12 point gain due to ongoing strength in AAPL at a new all-time record 

high, PCLN at a new multi-year high, BBBY on a good earnings report and the 

old warhorses MSFT and ORCL doing well also. 

 

Breadth numbers were negative at a 13/17 ratio and the VIX rose by .26 to 

16.70, which was its sixth straight daily advance as the market was up for the 

first three days of the past six and then down for the last three days of the past 

six.  

 

Thursday’s market action was a continuation of the weaker activity on the final 

three days of last week since stocks began the second quarter last Monday at 

new multi-year highs. One could not blame the sluggish performance on the 

weekly jobless claims because they still are hovering at four year lows, but if 

the market wanted to be somewhat negative, it turned to the fact that Spanish 

bond yields rose for the third straight day, and this three-day rise in yields 

corresponded to the three lower days here as well, as now that Greece has sort 

of faded into the background, the new “worry” has shifted to other weak E.U. 

countries and Italy joined the anxiety party as its yields also rose during this 

time. These higher yields are interpreted to mean that these weak countries will 

have further difficulties in funding their already large budget deficits.  In 

addition, the sluggish action reflected some added anxiety ahead of last 

Friday’s March jobs report. 

 

And if one watched some of the financial programs on Friday morning before 

the 8:30am release of the numbers, all of the “experts” on the various pre-

report panels were fine-tuning their estimates slightly above the 200,000 

number,  
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obviously motivated to this way of thinking by the ADP estimate on 

Wednesday for 209,000 private payroll gains. And boy were they off, as the 

number came in at a paltry 120,000 and unlike other recent reports, the prior 

two months showed a net upward revision of only 4,000. The biggest shock 

was the loss of 34,000 jobs in retail and the reason it was so surprising was 

that many retail stocks have done very well this year. In addition, the number of 

service sector jobs rose by only 90,00, which was a large decline from the 

204,000 increase in this category in February. The overall jobs report increase 

was the lowest since last October. 

 

Other parts of the report showed that the unemployment rate declined to 8.2%, 

and this was primary the result of a decreased size of the labor force, but was 

still down from 9.1% last August and the lowest since January 2009. Average 

hourly earnings moved up slightly as had been predicted but the length of the 

workweek showed a slight decline.  

 

As I was quoted in two Bloomberg stories over the past few days, which were 

distributed earlier, the various stock index futures declined sharply on Friday 

during the abbreviated trading session that lasted until 9:45am, so it was a 

question of making everyone who was celebrating either Passover or Easter 

over the weekend know that they were going to be poorer come Monday if they 

indeed owned stocks.  

 

And sure enough, things today started about what the various stock index 

futures were predicting during that Friday abbreviated session, with the Dow 

lower by 154 points at its worst level this morning, and breadth numbers are 

poor at an almost 1/6 negative ratio. The VIX, which had been creeping higher 

for the past six sessions, is really having an upside field day today, with a gain 

of 1.51 to 18.21 as the Dow is lower by 106 points as this is being written, 

which is a nice improvement from the lows.   
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And in a classic “flight to safety” day, bond yields are continuing their recent 

decline, with the 10-year Treasury Note down to 2.02% on the slowing economy 

theme. Of course, as I mentioned in those Bloomberg stories, the weak jobs 

report once again raises the question of whether there will be a QE3 program, 

especially as the minutes of the March Fed meeting said that they will refrain 

from increasing monetary accommodation unless economic expansion falters 

(which it might be starting to), or inflation rises at a slower than 2% rate, which 

is the current Fed target. 

 

And crude oil is taking it on the chin with a decline of more than $2 a barrel 

down to $101 when stocks were on their low, at a seven-week low, right where 

the Saudis want it, and in that sick relationship between crude oil and stocks, 

when oil goes lower, this is “bad” for the market because it shows slower 

worldwide demand instead of being helpful to consumers in the sense that 

perhaps lower energy prices will be better for consumer spending. Another 

reason being put forward for this decline is that Iran has agreed to resume 

talks on its nuclear program.  

 

Since there are no economic reports here and no earnings to speak of, the 

market also looked to reports from China for some direction and today was a 

case of experts putting a negative spin on whatever was said in order to justify 

the down-day here, as for instance a lower P.P.I. report from that country was 

interpreted to mean that wage demand was weaker and this was then 

extrapolated to mean that their economy is cooling off, and if this number was 

higher then the spin would have been that China will now have to tighten 

monetary policy, which would then have the effect of cooling off their 

economy, so this report was a no-win situation. And to make matters more 

problematic for our markets, China will be releasing their G.D.P. and trade 

deficit reports this week as well.  
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As the first-quarter reporting season is about to get underway this week, the 

current expectation is for an overall gain of 3.2% but this will only be 1.8% 

without the predicted strong results from AAPL. In contrast, the fourth-quarter 

of 2011 saw a 9.2% gain. 

 

After the drama of last Friday’s jobs report, this week is sort of quiet, with 

Wednesday: Fed beige book of economic conditions; Thursday: February trade 

deficit, March P.P.I., weekly jobless claims; Friday: March C.P.I., preliminary 

April U. of Michigan Consumer Sentiment Survey. 

 

And as mentioned, the reporting season for first-quarter earnings begins this 

week, with perennially weak lead-off hitter and Dow component AA opening up 

the season tomorrow,  along with TLB; Wednesday sees ADTN and Thursday 

will be the most exciting with GOOG and this is one stock that the experts can 

never get right as it invariably makes a large move one way or the other after 

its numbers. In addition, FAST, JBHT and RAD also report. Friday will see the 

second Dow stock of the week reporting, the always important JPM, in addition 

to WFC, so these two numbers might give a good sense of what is in store for 

this very important financial group. 

 

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 14.5 times projected 2012 earnings of $104, which has been 

a major supporter of stocks lately. Earnings were $85 in 2010 and were $93 in 

2011, according to the analysts who follow these companies. The estimate for 

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

been 16.4.  
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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.  

Disclosures 


