
 

 

 
I just wanted to try and rationalize what happened last week. 
The Dow Jones and TSX pulled off final hour rallies that 
erased sizeable losses during the trading day to close the day 
above 10012 and 11200 respectively.  
  
Why? 
  
I am of the opinion that the fundamentals finally began to win 
out and Hedge Fund Managers exhausted themselves in 
selling that permitted stocks to once again trade to their 
fundamentals. 
  
These company, consumer and economic fundamentals are 
sound. Yes, the PIGS (Portugal, Ireland, Greece & Spain) 
have created some level of soveirgn debt concern but, in the 
grand scheme of relevance, the PIGS are about as relevant to 
the performance of the global economic engine as a hub cap 
is to the performance of a 1972 Volks Wagon Beatle.  
  
Of the 314 S&P 500 Companies that reported earnings so far, 
74% have beaten their own profit estimates and 71% have 
beaten on revenues. Between November and January, 47 
firms felt healthy enough to raise their dividends. The previous 
year saw 21 firms cut their dividends. 
  
The take away? The fundamentals are improving and this is 
undeniable. Eventually fundamentals always win out.  The 
Jobs reports on both sides of the 49th have improved which 
has helped to reduce the unemployment rate by 0.3%. 
Productivity levels are at a 4 year high, US GDP is at a 6 year 
annualized high of 5.7% and consumer spending has grown 
by 2% as it has risen in three of the last four months.  With as 
much doom and gloom in the market place, it takes a strong  
investor to be able to take a step back and see the forest 
through the trees and determine that things are actually better 
than this last 9% market decline has exhibited.  As I stated a 
week earlier this is a healthy pullback in a very evident and 
strong bull market cycle. Markets do not rise without a hick-up 
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or pull back and this is the first measurable pullback since June 
19th, 2009.   
  
Some earnings reports to look forward to this week include: 
CVS Pharma, Coca Cola, Viacom, Marriot Hotels and Sprint 
Nextel all of which should outperform previous years and 
quarters results. 
  
Have a great Sunday and enjoy the Superbowl. 
  
Saints win outright and march home in style! 
  
Ciao for now  
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