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Market Update : 

 

DJIA:              13041 

S&P 500:        1370 

Nasdaq:          2962 

 

10YR T-Note:    1.92% 

 

EUR/USD:       1.30 

VIX:                 18.99 

 

Gold:              1643 

Crude Oil:      97.86 

Prices Current as of  

1:15 PM 

Source: CNBC 

 

The market tried to recover yesterday as the Dow started 16 points higher as a 

result of weekly jobless claims falling to a one-month low of 365,000, which 

was the largest weekly decline since May 2011. This led some observers to 

believe that today’s jobs report would be better because of this number, but 

unlike the readers of these daily market notes, who know that the survey week 

is the second one of the month, not the last one, this was a ridiculous 

assumption to make especially in light of how today’s report came out and that 

will be discussed later.  

 

The early optimism came to a quick end as the market got hit with another 

weaker than expected report, which has been the trend over the past month or 

so, or since the S&P topped out in early April. And this time the negative news 

was from the April ISM Non-Manufacturing Survey, which unfortunately came 

in lower than expectations, and the new orders component actually declined. 

Let us remember that this report accounts for almost 90% of the economy, as 

opposed to Tuesday’s optimistic ISM Manufacturing Survey which only 

accounts for 12%. As a result, the Dow made a dramatic downside reversal and 

hit its low of the session with a 93 point loss at 2:40pm, before rallying a bit 

into the close to end 62 points down.  

 

The Nasdaq tried to keep pace early but then fell at an even more severe rate 

than the Dow, led by declines in that stock which is named after a fruit, and 

which has now fallen in 15 out of the past 18 sessions, along with other high-

priced names such as PCLN, in addition to old warhorse INTC, which actually 

had the nerve to hit an eight-year high earlier in the week.  As a result, the 

Nasdaq ended with a 35 point loss, which meant that its ratio with the Dow was 

very poor and because of this, breadth numbers had a weak showing at a 

negative 9/21 ratio.  
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The VIX rose by about as much as it should have relative to the Dow’s decline, 

with a gain of .68 to 17.56. Bond yields did little and ended at 1.93% for the 10-

year Note. And to no one’s surprise, the weakest performers once again were 

the financial and energy stocks, as in what was probably the only good 

development of the day, crude oil prices made a large decline of around two 

and a half dollars a barrel down to $102.50, which was its largest decline of the 

year and brings the price close to reality despite the fear-mongers and 

hypsters who want a person to believe that because of an “imminent” strike 

against Iran’s nuclear facilities, energy prices are headed higher despite the 

fact that inventories in the U.S. are at their highest levels in 21 years.  In 

addition, retail stocks were mainly weaker as well due to disappointing April 

same-store sales because of the earlier Easter holiday which pushed a lot of 

buying ahead into March and also because of poor weather conditions in large 

parts of the country at the end of the month as well. As a result, 55% of stores 

came in lower on same-store sales results. 

 

And in what should not have been that much of a surprise, today’s April jobs 

report was not a good one at all, with a gain of 115,000 and the reason the 

market is getting whacked to the downside big-time is that the experts who are 

supposed to give investors a decent prediction of the number actually had the 

nerve to keep the official figure at 165,000 or so, and how was that supposed to 

happen after that consistent rise in the weekly jobless claims figure throughout 

most of April? On the other hand, there were some bright spots as the 

February and March numbers were revised upward to show an additional 

53,000 jobs. This is now the third consecutive month of lower jobs figures, 

which could be an indication that the U.S. recovery is losing momentum and 

perhaps giving a glimmer of hope that the Fed is going to institute some  sort 

of stimulus QE3 type of program after the current one is set to expire in June.  
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The unemployment rate dropped fractionally once again, down to 8.1% but this 

was due to a decrease in the labor force participation rate as more people 

stopped looking for work. This rate remains about 2 percentage points higher 

than its average over the last 50 years and the Fed thinks that the labor market 

probably will not post a full recovery for at least another several years.  What 

this second poor number in a row probably shows is some sort of payback 

from the strong hiring during the mild winter. Private payrolls increased by 

130,000 but the total number was reduced by another loss of 15,000 

government jobs to get to the 115,000 final figure. Manufacturing jobs showed 

another  strong month with 15,000 additions. 

 

As a result of this weak report, the market started lower and has never really 

shown any upside enthusiasm at all, with the Dow in a classic down-staircase 

pattern with continually lower highs and lower lows, and is hovering around its 

worst level of the session as this is being written with a loss of 179 points. The 

Nasdaq is getting slaughtered once again on its way to its worst week since 

mid-December courtesy of declines in that stock named after the fruit, now in 

its 16th day of losses out of the past 19 despite the 900-1,100 price targets that 

its cheerleaders in the analyst community still assign to it. And in the most 

bizarre scenario of all, despite producing the best quarter in U.S. corporate 

history a few weeks ago, the stock is almost back to where it was BEFORE that 

report was released, as if those blowout numbers meant nothing, go figure. 

The Nasdaq is lower by 61 points at the present time, which would make it the 

worst daily performance this year.  

 

Breadth numbers are awful with a negative 1 to 4 ratio and the VIX is higher by 

just about what it should be relative to the current Dow decline, with a gain of 

1.70 to 19.16.  
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And the outside sycophantic actors are acting the way one would expect them 

to on a day when stocks get slaughtered, with the 10-year Note yield down to 

1.88% and once again if there is a silver lining behind the equity misery is that 

crude oil prices are finally out of that unrealistic triple-digit number with a very 

large decline of over $4 a barrel down to around $98, and so now all of the 

Iranian jitters nonsense is gone, at least for the time being, or until stocks rally 

once again.  

 

Earnings at this point really do not matter except for the influence on individual 

stocks, but we are too far gone into the reporting period for them to have any 

effect overall, as of the 415 S&P companies that have reported, 67.5% of them 

have beaten the estimates, and it is noteworthy that this number keeps 

declining, even though average profit growth is still in the 6-7% range.  

Finally, on down day like this, there has to be some negative input from 

Europe, and today some sort of services and manufacturing index declined by 

more than it was projected to do, surrpirse, surprise. 

 

Frist-quarter earnings are projected to be around 5%. The current forecast for 

the entire year is now for profit growth of 13%. 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 $105, 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.  
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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.  
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