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4:08 p.m.: Investorssentthe stockmarkethigherin the first
guarter,all buttastingthe endof the FederaReserve's
campaignto raiseinterestratesand stampout inflation. The
Dow Jonedndustrial Averagegained3.7%in the three
months;the Standard® Poor's500-stockindexloggeda
3.9% gain (its beststartto a yearsincel1999);andthe
NasdagCompositelndex surged6.1%, ScottPatterson
writes. Smallcap stocks wereexpectedo fall apart,butthey
chuggedalongto recordhighsseeminglyeveryday. Oll
pricesroaredbackto flirt once againwith $70. Gold put
$500 wellbehindit.

THE BOX SCORE The marketendsthe
quarterwith just as
4Q Close | 1Q Close | Change muchuneasiness
DJIA 10717.50 | 11100.32 | +3.66% | | gaphoutthe Fed's
S&P 500 1248.29 129483 |+3.73% intentionsasit had
Nasdaq 2205.32 |2339.79 |+6.10% | |atthebeginning of
Russell 2000 |673.22 |765.14 |+13.65% | | 2006. Butthat didn't
10 Year 4393% |4.857% |+0.464* | S€E€mMto matterfor
Crudeoil  |61.04  |66.63 |+o.16% | thepastquarter--
Comex Gold [517.10 |581.80 |+12.51% i'the factof it is
* - percentage points InveStorShave
become

complacent,'said
Michael Barron,CEO ofKnott Capitalin Exton, Pa.
"Consumersaveseenlittle personadamageso far from the
18-plus monthsof Fed tighteningandso thesemoveshave
donelittle to slow their appetiteto spend.”

Mr. Barronhasincreasedis cashpositionto 12% of his
portfolio becausde seeseconomicgrowth slowingin the
secondquarterasthe Fed continueso tightenandthe
housingmarketcontinueso slow.

--David A. Gaffen

* * %
Costs of Doing (Auto) Business

3:12 p.m.: Analysts lookingat the troublesat General
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TODAY'S MARKETS 12:24 p.m. EDT

STOCKS
Dow
Jones 11406.52 52.03 0.46
Industrials
S&P 500 1313.91 8.50 0.65
Nasdaq
Composite 2360.48 26.85 1.15
Russell
2000 770.00 4.77 0.62
COMMODITIES
Gold, June ($
per ounce) 641.30 -0.70
Oil, June Light
Crude($/bbl.) 71.30 -0.63
TREASURYS
10-Year Note 5.0630 0.34375
CURRENCIES
Yen (per dollar) 113.9600 114.73
Euro (in dollars)  1.2533 1.2454
Source: Reuters and Dow Jones * At close

Note: Closing quotes are preliminary
For more data, visit the Markets Data Center.
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Motors and Delphi arecoming toone conclusionWhat
happensn the autosectormay not necessarilystayin the
autosector.Yesterday Merrill Lynch assessetlanks'loan
exposurdgo automakers.Meanwhile XM SatelliteRadio
Holdingshasa partnershipvith GM, so a strike "would
createuncertaintyfor XM in the nearterm,” ChadBartley at
Pacific Crestwrote, notingthat Delphiis XM's largest
satelliteradio partner.ThoughDelphiradiosareassembled
overseasndoperationsvould notbe affectedby astrikein
the U.S.,Mr. Bartley says,"given the breadthof Delphi
productsthat areincludedin GM vehicles,XM couldbe
affectedby ageneralslowdownin GM vehicle production
andsalesasa resultof a strike." The ad industrycould also
be dealta blow. GM spentmorethan$2.8 billionin 2005,
accordingto TNS Medialntelligence, making itthe second
largestadvertisetbehindProcter& Gamble A strike could
affectad-spendinggrowthin 2006, wroteMerrill analyst
LaurenRich Finein a noteyesterdaypointingto GM'sad
and marketingagenciessuchaslinterpublic Groupand
Digitas.

--Worth Civils

* * %
Blog Roll -- Afternoon Edition

2:28 p.m.: CharlesKirk looksatthe stockmarketandsees
peoplegettingjittery. "It's beenawhile sincewe'veseenthe
tapeactthis jumpy," he writes onthe Kirk Report "Profit-
taking intheleadershigroupshasbeenthe nameof the
gamethoughthe bulls continueto defendkey areasof
support.”

As far asconditionsin the market,Eddy Elfenbeinhas
anothertakeon hisCrossingWall Streetblog: "It's just too
nice outsideto blog aboutstocks,"he writes. "l promisel’ll
havemorelater.”

--David A. Gaffen

* % %
Left Behind ?

1:41 p.m.: Flowsinto internationalstockfundslast
monthagainoutpacedhoseinto U.S.funds.Some
watchersareaskingwhethersmallerforeign
marketscanhandlethe load asinvestorsseekout returnsin
riskier corners.Total netflows into mutualfundswere
$27.33 billionin February the InvestmentCompanyinstitute
reportedyesterdayOf that haul $18.98 billionwentinto
internationalstockfunds.Icelandwasa hot targetamong
internationalinvestordooking for high yields -- its
benchmarkstockindex surged65% lastyear-- but flows
havereversedately dueto concernsaaboutthe nation's
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samegame,"saysAxel Merk, managenf the Merk Hard CHANGE 0.02
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IcelandE when everybodywantsto leave[a market],it's a
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12:54 p.m.: OIl prices,bond yieldsandeconomicdataare
all supportiveof equitieswhich aren'tgettinganywhere. " AL Market Close
This morning'spersonaincomeand consumptiorreport

containeda benigncore PCEindicator,a key measureof P E-MAIL SIGN-UP
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Strike Watch

12:08 p.m.: Analysts expressechutiontodayover GeneralMotors (preservinghe statusquo)
after partssupplierDelphi movedto cancellabor contractsand benefitsin a sweeping
reorganizationBut asdire asthe situationseemsanalystsarestill bettingagainsta strike by
autoworkers."GM hasfar too muchto lose,"wrote Citigroup'sJonRogerswho doesn'town
the stock,in a morningcomment."In the coming monthsGM managemeniustnavigate
througha stormof events'that couldburnthrougha portion of the company's$20.5 billionin
cash,he added.GM, which buysabout$15 billionin autopartsannuallyfrom Delphi, could be
crippledby alengthy workstoppagelts sharesvere stungthis weekoverthe escalatingabor
strife, and havelost another2% today. Therearestill optimists:JosephAmaturoat Calyon
Securitieshasbeenbullish on GM (his "add"ratingis the firm's secondhighest)sinceMay
2005; he saidtoday, "we areconfidentthat GMwill likely stayafloataswe believethe
companyhasmorethanadequateashto withstanda shortdived productiondisruption.”"Mr.
Amaturo,who doesn'town the stock,saidif "weaknessn the sectorwereto persist,"the firm
would recommendaddingto its GM positions.

--David A. Gaffen

* k% %

Blog Roll -- Morning Edition



10:48 a.m.: David Altig atthe Clevelandoranchof the Fed isconfusedaboutthe market's
reactionyesterdayto an upwardrevisionto inflation measure# fourth-quarterGDP. His take:
Marketsaretaking theFed'ssuggestionshat dataarethe preeminentssue toditerally. "I

really would nothavethoughtthat thebygonesof 2005 would behat biga deal,"he writes.
"So | wonder:Doesdatadependenimeanthat marketdhiavebecomeespeciallysensitive tcany
signsthat mightbe interpretedassupport forhigherpolicy rate®"

Thetradingthat followedthis week'spolicy meetingmplies investorsarejust aslikely to
grumbleaboutFed chiefBernankeasthey did aboutFed chiefGreenspanJamesHamilton,
economicrofessomat the University of California San Diegoadvisesagainst
overcomplicatinghe matter."If you readthe Fed'slateststatemenhot asan arcanesetof tea
leavesthat haveto be decipheredbut ratherasa straightforwardstatementf wherewe stand
that shouldbe takenat facevalue,thenl don'tseeanything tobe alarmedabout,"he writesin
his Econobrowseblog. "Whenpeopleask,'whatdoesBernankemear?' My first instinctis,
‘exactlywhat he says."You might cometo like it, onceyou getusedto it."

--David A. Gaffen

* % %

Longest Eighth Inning. Ever.

the FederaReservas in "an areawherewe aremuchcloserto neutral,maybein the

neutralityor in the upperendof neutrality."If this is the case perhapghe Fed's
tighteningcampaignis in the bottomhalf of the eighth inningnow? As openingday of Major
LeagueBaseballapproachess commentike this from Mr. Hoenigcan'thelp but remindus of
DallasFed PresiderRichardFisher's'eighthinning” commentto describethe statusof Fed
policy -- 10 monthsago.

g 9:49 a.m.: KansasCity Fed Presidentom Hoenig,speakingn Missouritoday,said

At the time, the federatfundsratewasat 3%, andthe Fed wadalfway throughits current
tighteningeffort, asit hassinceraisedratesseventimes,a quarterpercentaggoint eachtime.
Thatday, stocks jumped on theommentsmadein an interview with the Wall StreetJournal.
The Dow endedup 0.8% after Mr. Fisher'sstatementandthe 10-year Treasuryyield dropped
below 4% to 3.90%o0n theremarks.Sowherearewe since Well, the Dow is still higher,
havinggained5.7%;the S&P is up 12.1% but the 10-yearyield hasrisenfrom 3.90%to
4.86%.

--David A. Gaffen

* * %
On ETFs and May Showers

9:12 a.m.: With investorgumping all over metalsasthey awaitthe approvalof the
forthcomingsilver-focusedexchangetradedfund, Diya Gullapalliwritesin today'sWall Street
JournalFundTrackthat thesenarrowinvestments- suchasthe populargold ETF -- are
"raising concernghat thefundsaredrifting too far from their roots." Themain sellingpoint,
shesays,wasthat "theyprovidewide exposureo the marketat lower costs thara similar
mutualfund.” Now, however,the gold fund "remindsyou of the mutuatfund world celebrating
thelaunchof an Internetfund in thelate '90s,"shequotesDon Phillips, managingdirectorof
Morningstarassaying.

: Fromthe "Here Comesthe Pain"departmentomesa column fromBloomberg'sChet
s\ Currier, who remindsusthat themarketis enteringtwo historicallylousy periodsat
once-- the May-to-Octoberperiodandthe mid-cycle elections Neitherhaveproven
fruitful for equities."Of the 12 decliningyearsenduredoy theStandard Poor's500 Index



sincel1960, acheckof my Bloomberg indicatessix occurredn the secondyearof a
presidentialidministration,'he writes, making sureo throw in the old adage,'Sell in May and
go away."

If the swoondoeshappentherewill be a chorusof peopleout thereto blamethe Fed.
ComstockPartnersijn a weekendingcommentaryfretsthat by thetime the data-- which the
Fed sayst is dependenbn - showsa slowing, it will betoo late."By thetime the Fed stops
raisingratesthe economyis alreadyon acourseleadingto probablerecessionandthe stock
marketis likely to shift its attentionto faltering economicgrowth anddisappointingearnings
ratherthancheerthe end of tightening,"they write.

--David A. Gaffen

* % %
Inflation Is in the Zone

8:51 a.m.: Stockfutureswere givena boostafter this morning'sreleaseof the February
personalincomeandconsumptiorreportagainshowednflation remainingat a relatively low
level. The so-called core PCEdeflator,which excludedood andenergyprices,rose0.1%in
Februaryandwasup 1.8%o0n ayearover-yearbasis. Howeveithe deflatoris on thehigher
sideof the Fed'scomfortrangefor this gaugeconsideredo be betweenl% and2%. Including
food andenergy,however,the PCEis up 2.9%yearover-year.Nonethelessthe marketis
taking thisasa positiveafter a weekof malaisepromptedby theFederalReserve'snterestrate
increaseand accompanyingtatementyiewedassupportiveof morerateincreasesAmong
pre-marketmovers,Googlewasup 1%afterthe companyunveiledplansfor a newonline-
advertisingformatfor its local searchservice.Dow Chemicalwasoff 1.2%on Inetafter
PrudentialEquity Groupdowngradedts rating on thecompanyto "neutral.”

--David A. Gaffen

* % %
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