
 

 
March 2010 Monthly Newsletter 
 
And the Gold Medal for the February Rally Goes to… 
 
We wrote last month about the possibility of a correction in the equity markets and the factors that 
would determine whether it would lead us into a new bear market. We were keeping a close eye 
on a number of indicators including the Greek debt situation, corporate earnings and 
unemployment data. 
 
The fears over the Greek debt crisis have eased somewhat as their European neighbors have 
offered support to the troubled nation. This has slowed the downward spiral of the Euro and 
offered some relief that outside nations will unify to contain this crisis. The positive news has 
been one catalyst to the recent rebound we saw in the equity markets. For the month of February, 
the S&P 500 gained 1.4% and 4.5% from its February 8

th
 low. 

 
On the corporate earning front, retail sales were the bright spot. Almost across the board, retail 
companies posted better than expected earnings numbers. Consumer spending is an important 
economic indicator as to where we are on the economic recovery front. Investors were looking at 
the retail spending numbers and were encouraged that the U.S. may be closer to a recovery than 
to slipping into another recession. As I have said in the past, if the consumer spends, inventories 
decline and companies are more inclined to hire to keep up with demand. 
 
That leads us into the other factor that we have been keeping a close eye on, unemployment. 
The unemployment data also provided a shot in the arm recently when the latest jobs report 
showed that new jobless claims have almost reached zero and brought hope that we will start 
seeing an increase in jobs in the near future. 
 
The one bit of unexpected news was when the Federal Reserve threw us a curve ball, or should I 
say curling stone to keep in the Olympic spirit, and raised the discount rate, which is the rate that 
banks pay for emergency loans from the central bank. Investors got a little spooked at the thought 
that the Fed would start raising short-term interest rates as well. The Fed Chairman, Ben 
Bernanke, quickly went public with comments that they were in no hurry to raise interest rates 
across the board and the discount rate increase was done as a measure to start unwinding some 
of the drastic steps taken during the financial crisis in 2009. 
 
Looking ahead to the rest of March, corporate earnings will have less of an impact on stock prices 
since most of the companies will have reported earnings. Instead, a greater emphasis will be 
placed on economic data and the anticipation of first quarter earnings in April. As spring training 
starts for baseball, the thought turns to warm weather and growth. We need to see continued 
signs that economic growth is approaching. Technology spending and retail sales numbers give 
us that hope. If we get follow through with positive housing and unemployment data, which I 
believe can happen, we will continue to see strong equity markets for the remainder of 2010. 
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