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Market Musings

4/23/2010 After the Close

At new highs for the year!

The market indices closed at new highs for the year! It was a day where after early jitters, the market decided about 11 a.m. in 
New York to begin a relentless advance towards closing higher for the eighth week in a row. While it was an orderly advance, 
volume on the day declined from Thursday but advancing volume was definitely in control.

Greece decided to implement the aid package from the EU and the IMF and that may have helped investors to push the market 
higher. Thursday Eurostat had revised Greece's deficit higher and in response, Greece activated the emergency aid package. 
The news helped to rally European markets and that spilled over to the US market.  The question still remains if Germany will 
go along with the deal.

Economic News

Durable goods orders were down 1.3% in March on a m/m basis as aircraft orders fell. On a y/y basis, durable goods orders 
remain positive growing at a 11.9% rate.

New home sales were higher but the gains were helped by the approaching expiration of the stimulus tax credits which expire 
at the end of April. New home sales in March surged 26.9% to a 411,000 annual rate. The large percentage jump should be 
viewed in context. Year/year new home sales are up a sharp 23.8% but remain 70.4% from their July '05 peak.  
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Supply on the market eased to a 6.7 months' supply from 8.6 in February 2010. The median price fell 3.4% from the previous 
month and is up 4.3% year/year.

Financial News

Next week, the US Treasury is to auction off $129 billion in U.S. coupon debt. That is substantially more than the aid package 
to Greece. The yield on the 10 year Treasury rose today to close at 3.82 %. Since the beginning of the year the yield on the 3 
month T-bills has continued to move higher and closed today at 1.55%.

The US dollar index closed at  81.41.  West Texas crude oil closed higher at 85.12 following the bounce off its 50 day moving 
average on Thursday.

Planting season is going extremely well in the Midwest.  Corn planting is running ahead of most years and soil conditions are 
reported to be near perfect.  An informal poll conducted by the Pro Farmer organization suggests that planting is considerably 
ahead of most years. Corn yield expectations are growing as quickly as the corn crop is being planted.
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Soybean harvest in South America is not as good as expected according to some reports. However, soybean planting in most of 
the U.S. Midwest does not occur until after corn is planted.  Many expect soybean planting to begin shortly after May 1st in the 
Midwest. China continues to actively buy U.S. soybeans. While recent purchases have been for new-crop delivery, old-crop 
contracts continue to lead price gains.

The agricultural commodities have not had a material impact upon the CRB index in recent weeks. There remains strong 
interest in export demand so prices have not reacted negatively in the past few weeks despite the excellent planting reports 
that suggest that a bumper corn crop could occur in 2010.

Other components have managed to help offset the gains in the CRB which has been in a horizontal range since the middle of 
February 2010 as shown below. Copper has been declining since the peak of 368 two weeks ago.

Portfolio comments

Shortly after the opening, we closed our short positions in the SPY and QQQQ in the Aggressive portfolio and went long. There 
were no other changes in the portfolios today.
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4/22/2010 After the Close

Volatility increasing.

Only the broader NYSE composite index failed to close in positive territory today after opening lower on sovereign debt 
worries.  Overall volume rose and advancing issues were dominant.  New 52 week highs continued to show exceptional 
strength.  However, the DJIA rose about 100 points from its lows .... perhaps, it was the PPT at work. The range in today's 
indices would suggest that volatility is increasing.

Economic News

The Producer Price Index was higher in March as some commodity prices rose. For the year, the PPI is showing a 6.1% 
increase.  Food and energy were the major contributors to the increase in March 2010.

  

New jobless claims moved back to the previous trend line and stood at 465,000. Continuing claims for the April 10 week fell 
40,000 to 4.646 million with the four-week average down slightly to 4.644 million although many of those were added to the 
extended benefit rolls.

Sales of existing home were less than expected in March and remain below the artificially levels caused by the termination of 
the first buyer incentive program last fall.  The FHFA reported continued decreases in the prices of homes getting government-
sponsored mortgages in February.  Apparently the supply of homes continues to put downward pressure on the market.
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Financial News

The dollar continues to benefit from problems with Greece and the Euro. The real problem facing the EU and the IMF is that if 
Greece defaults, will the other domino's falter in succession. The dollar rose .38 to 81.58. The euro fell .0078 to 1.3310. The 
pound lost .0032 to 1.5381. The yen sank .54 to 93.55. 

Crude oil was up 2 cents to $83.70 per barrel.

Portfolio comments

We arrived in San Diego in time to give our talk at noon.  We once again made no changes in the portfolios.

4/21/2010 After the Close

Up and down but ending mixed

It was a teeter totter day in the market today and the S&P 500 barely recorded a distribution day. Volume increased over 
yesterday's level significantly.  Apple's strong earnings failed to give a lift to the stock market which instead is seeing profit 
taking following two solid months of gains. 

Economic News

The Mortgage Bankers Association reported a large increase in the number of mortgage applications due to the approaching 
termination of the stimulus payment. A slight dip in interest rates also helped the purchase index to a 10.1% gain in the latest 
report for the ending April 16th.  The refinancing index also rose by 15.8% as some consumers started using their homes as an 
ATM machine again.

Financial News

The situation in Greece continues to cause concern as the interest rate spreads continue to increase.

Portfolio comments

We made no changes in the portfolios today as we did not have any stops activated as we drove from Denver to Las Vegas on 
the way to San Diego for the John Mauldin conference beginning Thursday.
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4/20/2010 After the Close

An up day for the market.

The market advanced today on mixed volume but advancing issues were definitely leading the market recovery. The S&P added 
0.8% on the session to end at 1,207 so the concern over Goldman Sachs appears to have been moved out of investor's minds. 

Economic News

The ICSC Goldman retail sales and Redbook's data seems to indicate that the consumer is continuing to inch back into the 
nation's stores.

Financial News

Goldman Sachs reported huge profits and the news that the SEC split 3-2 over charging Goldman Sachs on a civil complaint 
seems to have taken some of the wind out of the furor.

Portfolio comments

We made no changes in the portfolios today.  We arrived safely in Denver and gave two talks today to the AAII chapters in 
Boulder and Denver on "Looking at the Markets using CAN SLIM®".  As it was late and we were tired, we decided to not write 
the Musings today as there was little news to report.
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4/19/2010 After the Close

Market closed mixed

The market closed mixed as it reacted to the Goldman news after a weekend of conjecture.  Volume shrank from Friday's panic 
selling although declining issues were still dominant.  Bottom-fishers in some way may have been buyers on the NYSE as 
advancing volume was higher on the day.

Economic News

The Index of Leading Indicators came in with good news for the economy today. The manufacturing component lead the way 
although unemployment continues to be a drag.

Financial News

There still remains a question-mark about the Greece bailout as credit default spreads continued to rise.

The spinners were out in force debating the Goldman mess hoping to keep the damage done to the economy by all those 
"special derivative transactions that no one really understands" hidden.  

The housing bubble in China and its role in pushing GDP higher might be in trouble as banks are being directed to no longer 
make mortgage loans for 3rd houses.  Time will tell if this move slows down the China boom.

Portfolio comments

Today, we were driving on the road most of the day and our hard-stops sold LULU from the Conservative portfolio and TEN 
from the Aggressive portfolio.  there were no other changes in the portfolios.  We have now arrived in Denver where we will be 
giving talks tomorrow before the AAII Boulder and Denver groups.  Then it is on to San Diego.
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4/16/2010 After the Close

Goldman charged with fraud by SEC

The market chalked up serious distribution today.  As soon as the announcement was made, we were fortunate to close our 
long positions in the financial stocks held in the Aggressive portfolio and go short.  We also went short in the Aggressive 
portfolio our positions in the SPY and QQQQ as the SEC action is a game-changer and provides the market with its reason to 
retreat from the overbought rally conditions.

Nuff said.

Economic News

March housing starts were up slightly by 1.6% from a snow impacted February which is not a strong showing in my book.

Despite the retail numbers of the past few days, it would appear that the consumer remains unconvinced about the future as 
the consumer sentiment index fell in the latest reading.

Financial News

The big news, of course, was the SEC charge against Goldman Sachs for its role in selling AAA paper to its clients while another 
arm of the bank was in effect betting that the AAA paper would go south.  Some might think that is not a proper thing to do 
and apparently, now the SEC has come to the same conclusion.  Watch for the next shoe to fall in the financials.
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The JPMorgan earnings is probably also overstated as is Bank of America.  Of course, the bone of contention is that if the FDIC 
is able to auction off collateral assets seized from failed banks the mark to fantasy values placed on a lot of bank assets would 
not have to be priced at market prices.  Watch out below.

Portfolio Comments

Prior to the announcement of the Goldman SEC action, we had purchased CERN in the Aggressive portfolio.  We made no other 
changes other than those noted above in the portfolios today.

Next week's Musings will be erratic as we will be on the road.

Fred Richards / Strategic Investing                                            
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