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Market Musings

11/20/2009 After the Close

Down for the week!

Another distribution day for the market just about puts this attempted rally to sleep. Today's action makes two days in a row for distribution days for the 
NYSE and the S&P 500. IBD has now changed its call to "Uptrend under Pressure." As I stated earlier, the latest follow through day had 
facing it as the level of most technical indicators like the NYSE Bullish % ratios were near all-time highs whereas in most recent rally attempts, they were at 
low levels.

The disappointment in Dell's earnings carried over today's trading and along with safe-haven trading for the U.S. dollar, the market was under pressure for 
most of the day.

Michael David White, a Chicago mortgage broker, had an interesting take on the housing market.

"Eight million homes with delinquent mortgages represent a staggering 300% of the normal supply of existing homes for sale. With 3.63 million units now on the market, one million above the long-term average, an inundation 
of foreclosures represents a fatal death blow capable of inflicting brutal damage on the largest financial market in the world."

If you would like to read the entire article, click on the link above.

Crude was lower while gold closed at its all-time high. Perhaps, Bill Murphy's interview with Bernie Lo is helping the world understand the situation with the 
gold market. You can find it on Youtube.  The links are shown below: 

 http://www.youtube.com/watch?v=rw4T6IdHJ3w

http://www.youtube.com/watch?v=06_NMci4xnw

http://www.youtube.com/watch?v=OYiQZzbzeXo

We sold XLF, JPM, GS and BAC from the Aggressive portfolio today as we are concerned about the developments in the commercial real estate market and 
rising delinquencies in the housing sector along with the FHA weakness.  The high concentration of derivatives among the major money center banks
concerns us.

 

Page 1 of 8Market Musings Commentary

11/23/2009http://www.stratinv.net/Sub/Musings.php



11/19/2009 After the Close

Not a good day

Some weak economic news helped move the market lower.  The NASDAQ has now recorded two distribution days in a row. Unlike yesterday, declining 
issues and volume were definitely in control from the opening bell.

Initial jobless claims remained at last week's level of just above 500,000 although the previous week was revised upward by 3,000 jobs. Although the trend 
remains lower, the level of weekly jobless claims remains about twice the level from 2000 to 2006.

Although I am not a fan of the leading indicators, the latest reading was higher and suggests that the 1st half of next year will see some slow growth. 
Continued low interest rates were the major reason for the improved reading of the Consumer Board index.

 
The Philly Fed Survey also showed a slight rebound from last month's deteriorating data. Still it was nothing to shout about as shown in the following chart.
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The concentration in those elusive derivatives remains concentrated in the hands of the "to big to fail" banks. The current notional value of derivatives on 
US commercial banks’ balance sheets is $203 trillion. 97% of these ($196 trillion) sit on FIVE banks’ balance sheets, according to a recent
very same Office of the Comptroller of the Currency. 

Despite all the TARP money and increased oversight(?) along with the reinstatement of "mark-to-make-believe" accounting rules, the 
potential for a major melt-down continues to exist and with the commercial real estate market starting to implode, don't be surprised if 

the derivative banks come unglued.

In the Conservative portfolio today, we sold BUCY on a hard stop as it moved through its Action Point. There were no other changes in the
some reason we continue to have email problems here in Las Vegas but will continue to update the portfolios, watch list and Musings each day. Hopefully, 
when we return home over the weekend, we can get the problem solved.

11/18/2009 After the Close

Stopped the run!

Nothing lasts forever and today the markets recent upward movement took a breather.  By the end of the day, the market averages ended slightly lower 
than yesterday's closing levels.
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The housing sector could take little comfort from today's Mortgage Banking data. The purchase index sank steeply again, down 4.7 percent in the Nov. 13 
week, its worst level in 12 years. Despite low rates, the refinancing index also fell suggesting that perhaps consumers are thinking twice about
home equity as an ATM machine.  Housing starts also fell in October probably due to a combination of demand slowing and builders unable to obtain 
construction loans. According to a article in the LA Times, 

"Analysts had forecast an increase in housing starts, but new residential construction fell sharply compared with the prior month and 30.7% from October of last year."

Housing permits also fell.

Remember that talk about green shoots ... perhaps, the Ministry of Truth (MOT) was not including the Consumer Price Index (CPI) when it began to see 
"green shoots." Today's October CPI reading was higher than expected at a 0.3% boost after rising 0.2% the month before.  Both the MOT
Government Statistics agreed that rising energy prices were the major reason for the increasing CPI data.

 

We made no changes in the portfolios today.

Today we traveled to Las Vegas on the airlines.  Once again, the security check-in procedure reinforced my reasons to fly only when I can not find a
It would seem that the TSA has yet to understand the problem ... but continues to make it difficult for travelers in the belief that the public will accept their 
demands in the interest of safety (?) when in fact, all that is really accomplished is harassment, intimidation and standing in line for untold minutes and/or
hours.

Moreover, these are the same type of government employees that want to supervise your health care in the future! 

11/17/2009 After the Close

Moving higher!

Nothing seems to rein in this bull market.  But once again, it was the old refrain ... "Moving higher on smaller volume."  
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The fundamentals in the economic world seem to have been forgotten by investors who hang on the words and not the deeds of administration 
spokesman.  Jaw-boning about the strength of the dollar while issuing trillions of new debt and begging foreign interests to keep buying is a sure sign of
weakness. 

The decade of waiting for the train to crash has almost ended. The U.S. Treasury has boxed itself into a corner as it did not borrow long when rates were 
low.  It now has a very short maturity schedule. The U.S. Treasury is now forced to borrow heavily to fund the ongoing yearly deficit and refinance
shorter maturity schedule. Of course, the federal deficit would have been higher if the maturity schedule had been longer but a cash squeeze might have 
been avoided.  

Retail sales tax collections are dropping and each month does not provide even a glimmer of a break in those shadows of gloom in state and
governments. The ICSC-Goldman Sachs retail report today show a decline ... somewhat different than the retail sales report put out last week by the 
Ministry of Truth. Same-store sales slipped 0.1% for a second consecutive week, according to ICSC-Goldman's tally for the Nov. 14 week. 

The Bureau of Labor Statistics (a component of the Ministry of Truth)  issued the October reading for the Producer Price Index (PPI).  As
higher although the core PPI appeared to be about flat. The increase in the latest month was led a 1.6%t boost in energy and a 1.6% rise also for food.  I 
guess the core data is ok if you don't use energy or eat.

The Treasury International Capital report for September confirmed that foreign governments have lost their appetite for U.S. Government and agency
offerings while foreign investors drawn to the "safe haven" dollar increased their purchasers. Domestic securities purchased by foreigners rose a net $55.7 
billion, offset by $15.0 billion in net foreign securities purchased by U.S. residents. Net foreign purchases of U.S. long-term securities rose a respectable 
$40.7 billion in September. The decline in the dollar has not helped demand for U.S. financial assets where foreign inflows, before last year's credit collapse, 
would often exceed $100 billion.

September's index of industrial production suggested that the manufacturing sector was struggling despite some rays of hope in  the Midwest. Although the 
monthly index was barely positive on a m/m basis, the year/year comparison showed a decline from previous growth.

We made no changes in the portfolios.

We were privileged to speak last evening to the Baton Rouge AAII chapter after a great pre-event dinner. Thanks to all for their fine hospitality. Early this
morning, we headed to Dallas, had breakfast in Shreveport and arrived home in time for lunch with Hank Mulvihill who helped us in Orlando at the AAII 
convention.  In the morning, we are off again to Las Vegas before returning home for the Thanksgiving week. 

11/16/2009 After the Close

Headed up?
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Feeding off today's retail sales report and a speech by FED Chairman Bernanke, the major indices were up with advancing issues and volume
today's market action.

October retail sales were higher as auto sales showed a nice rebound from the September level.  The October jump in overall sales was led by a 7.4 percent 
rebound in auto sales after a 14.3 percent plunge in September. Excluding motor vehicles, retail sales improved 0.2 percent, following a 0.4 percent rise in
September. Gasoline sales were falling last October as energy prices were in decline whereas retail gasoline sales this October were moving higher.  

We made no changes in the portfolios today.

11/13/2009 After the Close

Will the rally continue?

The distribution day casts some doubt upon the continuation of this rally.  Unlike other recent rallies, the divergence between the NYSE and NASDAQ bullish 

percent ratios and the level of the A rated stocks in the IBD
®
 Accumulation/Distribution rating is significant. Prudent investors should keep a sharp eye out 

for a quick  reversal of the rally.

Gold $1116.10 - Silver $17.37 up 11 cents -- That's another all-time record close for Gold!

In today's economic news, the international trade deficit increased as oil imports climbed. The overall U.S. trade deficit widened to $36.5
revised $30.7 billion worth of red ink in August.  According to Reuters, "The U.S. trade deficit widened in September by an unexpectedly large 
18.2 percent, the most in more than 10 years, as oil prices rose for the seventh straight month and imports from China bounded higher, a 
U.S. government report showed on Friday."
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Import prices have now risen for the 3rd month in a row .... perhaps, due to the falling U.S. dollar.

The market did not take too kindly to a falling data point contained in the University of Michigan Consumer Sentiment index.

The banks keep failing. After the market's close today, the FDIC closed three banks with total deposits of about $3.2 billion. That should just about
the FDIC's capital and force it to use its credit line with the U.S. Treasury. 

The U.S. dollar index is in danger of falling below the 75 support level while gold continues to move higher.

The yield on the ten year U.S. Treasury note fell to 3.43% as it closed lower every day this week.  Meanwhile, crude oil continued to also move lower.
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We made no changes in the portfolios today. This weekend, we will finish up at the AAII convention, then drive towards Baton Rouge, Louisiana for a talk
Monday evening at the AAII chapter there. Then it is on to Dallas and Las Vegas.

Fred Richards 

Strategic Investing                                            
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