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The market’s focus was on the mid-afternoon 
Federal Reserve rate decision and policy 
statement, but stocks started yesterday modestly 
higher and edged still higher leading into the 2:15 
PM Fed announcement.  Boeing, however, was a 
drag on the DJIA all day as the stock suffered 
from a press story questioning whether the rising 
price of energy would impact the firm’s jet sales, 
and one firm downgraded the stock.   
 
New home sales were down again, but the decline was 
less than expected.  Durable goods orders were in line with 
expectations.  The unexpected increase in crude oil 
inventories shoved the price of crude oil down $2.40 a 
barrel. 
 
As expected, the Fed did not change interest rates. The 
policy statement, however, had many language changes 
from prior releases. The statement had cautionary 
comments relative to the economy, and it gave increasing 
attention to the issue of rising inflation. 
 
The Dow moved to a more than 100-point gain shortly after 
the release of the Fed statement but then fell off sharply 
near the end of the day.  Boeing (BA 69.64) and United 
Technologies (UTX 66.03) were significant negatives for 
the Dow.  The two together took off about 59 points from 
the Dow.  At the close, the Dow posted a gain of only 4 ½ 
points, but the NASDAQ ended 33 points higher.  Market 
breadth was positive.  Volume was moderate. 
 
After the close Oracle (ORCL 22.49) reported better than 
expected earnings.  The stock was higher in after hours 
trading.  Nike (NKE 65.97), however, was lower in after 
hours due to worries about inventories.  Research in 
Motion (RIMM 142.26) also was lower on the heels of its 
after the close earnings report. 
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Futures were off to a rocky 
start this morning on the 
heels of another firm’s 
recommendation to sell 
General Motors (GM 12.81) 
and Citigroup (C 18.85).  
Fifteen minutes before the 
opening, oil jumped to a 
more than $3 a barrel gain, 
which shoved futures down 
even more.  The Dow was 
off more than 100 points in 
the first ten minutes of the 

day. 
 
The final revision to the first quarter Gross Domestic Product matched the prior 1.0 percent growth estimate.  Initial 
unemployment claims were exactly the same as the prior week. 
 
As of last night’s close, this June was on track to be the fourth worst in the last 59 years.  A modest drop in the final 
three trading days of the month would push this June into the third spot.  Nearly half an hour into the session, the 
Dow, S&P 50 and the NASDAQ Composite were at or close to their intraday lows from two days ago, which for the 
Dow and S&P also were right at their January-March lows.   These levels need to hold.  Breaks to new reaction lows 
could prompt accelerated selling. 
 
The end of a quarter often generates wide market swings.  During the last few days, typical end of the quarter activity 
has been present.  It is most notable at the extremes - the stocks with the biggest gains and largest losses.  During the 
first three trading days of a new month and especially a new quarter, the market usually gets some help from new 
cash flows coming from deferred compensations plans.  This was particularly notable in May.  This effect was not as 
notable at the start of June. 
 
The Fed’s policy statement that is printed in full near the end of this report suggested that the Fed has turned its 
attention more toward inflation.  It also seemed to acknowledge vulnerability in the economy more than previous policy 
statements. 

Desc MKTCAP Daily MTD QTD YTD
S&P 500 11528601 0.59% -5.60% -0.06% -9.97%
Energy 1783801 -0.49% 0.72% 15.19% 6.52%
Materials 441508 0.28% -2.72% 7.19% 3.38%
Utilities 449867 0.48% 0.04% 8.29% -3.27%
Consumer Staples 1244735 1.21% -3.61% -2.75% -5.45%
Information Technology 1929887 1.53% -4.58% 7.57% -8.96%
Consumer Discretionary 954398 1.46% -7.57% -3.22% -9.26%
Industrials 1288365 -0.48% -9.20% -7.24% -11.39%
Health Care 1338131 0.83% -4.19% -1.18% -12.98%
Telecommunications Services 373676 0.89% -10.90% -4.36% -18.27%
Financials 1724231 0.39% -11.83% -12.21% -25.09%



 
The general feeling yesterday was that Fed policy now has been tilted toward the potential for higher interest rates. 
This morning, however, second thoughts about this were part of the reason for the market’s weakness. 
 
We have noted before that the potential for a higher inflation rate is our biggest concern, but we suspect the Fed will 
remain on hold with rates far longer than many people now assume will be true.  Recently reported auto sales are at a 
very depressed level nearly 30 percent below normal annual sales.  Unless there are major changes in the price of 
gasoline and overall economic improvement, car sales are not likely to rebound rapidly.  Predicting a turn in home 
sales has been foolhardy for a long time.  Sales are likely to remain lackluster at best for many more months.  Without 
help from housing and autos, it is difficult to imagine the economy making a rapid and significant near-term 
improvement. 
 
Nonetheless, we remain watchful for a market turn since the market always turns up well before the economy does.  
The search for that turning point most likely will be focused on technical factors, which is why we would pay attention 
to see whether or not the major averages can avoid setting new reaction lows. 
 
   
 
Have a great day. 
 
 

·  After confirming that Groupe Smithfield Holdings, S.L., Smithfield Foods© (SFD, $23.36) joint venture with investment 
funds controlled by Oaktree Capital Management LLC, is involved in merger discussions with Campofrio Alimentacion, S.A, SFD 
jumped 8.39%.  

·  Shares of Jabil Circuit Inc. (JBL, $14.33) rallied 15.63% after the company reported 3rd quarter core EPS of $0.26, 
which easily beat the Street©s expectation of $0.20, and guided for higher than expected 4th quarter EPS.  

·  Apollo Group Inc. (APOL, $52.83) announced the resignation of Brian Mueller as President and director. Mueller will 
take over as CEO of Grand Canyon Education effective immediately. APOL slipped 7.16% on the day.  

·  Shares of Dean Foods Company (DF, $18.39) leapt 9.24% after the company guided 2nd quarter EPS to at least $0.32 
versus prior guidance of $0.26-$0.31 and consensus estimates of $0.29. DF cited strength in its milk business for the increase.  

·  After posting 4th quarter EPS of $0.78 ex-items which surpassed analysts© expectations of $0.75, Darden Restaurants 
(DRI, $31.60) watched its stock lift 7.03%. The company saw strong results at its Olive Garden chain and also increased its 
dividend by over 11%. 

 



 

REPRESENTATIVE INTEREST RATES 

 
 
Federal Reserve Policy Meeting Results 
"The Federal Open Market Committee decided today to keep its target for the federal funds rate at 2 percent. 
 



Recent information indicates that overall economic activity continues to expand, partly reflecting some firming in 
household spending.  However, labor markets have softened further and financial markets remain under considerable 
stress.  Tight credit conditions, the ongoing housing contraction, and the rise in energy prices are likely to weigh on 
economic growth over the next few quarters. 
 
The Committee expects inflation to moderate later this year and next year.  However, in light of the continued 
increases in the prices of energy and some other commodities and the elevated state of some indicators of inflation 
expectations, uncertainty about the inflation outlook remains high. 
 
The substantial easing of monetary policy to date, combined with ongoing measures to foster market liquidity, should 
help to promote moderate growth over time.  Although downside risks to growth remain, they appear to have 
diminished somewhat, and the upside risks to inflation and inflation expectations have increased.  The Committee will 
continue to monitor economic and financial developments and will act as needed to promote sustainable economic 
growth and price stability. 
 
Voting for the FOMC monetary policy action were: Ben S. Bernanke, Chairman; Timothy F. Geithner, Vice Chairman; 
Donald L. Kohn; Randall S. Kroszner; Frederic S. Mishkin; Sandra Pianalto; Charles I. Plosser; Gary H. Stern; and 
Kevin M. Warsh.  Voting against was Richard W. Fisher, who preferred an increase in the target for the federal funds 
rate at this meeting 
  
The Janney Market View Daily may contain factual information taken from third party sources which we believe to be reliable but the accuracy or 
completeness of such information is not guaranteed by us.  Supporting information will be available upon request.  The market view expressed should 
only be used for information purposes.  Nothing in The Janney Market View Daily shall be construed as an offer to sell, or a solicitation of an offer to 
buy, any securities. 

 
 


