Blue Chips Rally on 'Core' Inflation Data
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Period 5 history

Largest Dow Point Gains
March 16, 2000 +499.19
September 8, 1998 +380.53
October 28, 1997 +337.17
October 16, 1998 +330.58
March 15, 2000 +320.17
September 1, 1998 +288.36
March 5, 1999 +268.68
September 2, 1997 +257.36
September 23, 1998 +257.21
December 3, 1999 +247.12

The Dow Jones industrial average reacted incredibly to the news that wholesale prices rose by 1 percent in February which is the highest gain in 10 years. The Dow closed up 499.19 points, its biggest point gain ever. The NASDAQ finished the session up 134.77 points or up 2.86 percent. The S & P 500 also soared; gaining 66.33 points or ups 4.55 percent. 

“So, how could bad inflation numbers be good news?” reports the post, “Well, much of the 1 percent gain in the Producer Price Index, which was released by the Labor Department this morning, was attributed to higher energy prices.”

Many experts predict that oil prices will stabilize in the coming months. The insiders were supposedly looking at the "core" inflation rate. This number, which excludes food and energy, was up just 0.3 percent. Caused by higher cigarette prices.
Traders looked at 1 percent inflation rate hike but saw very little inflation.

Crude oil prices is $34-a-barrel mark on March 8, the latest in a series of nine-year highs. But on Wednesday prices fell because Arab nations will substantially raise output in two weeks to now that they jacked the price up.
"There's nothing here to show that the slowdown in the [economy] that the Federal Reserve is looking for is imminent," Richard Koss, global fixed-income portfolio manager at Brown Brothers Harriman & Co in New York told Reuters today. "The other side is that there's nothing to suggest a deviation from the Fed's slow and steady path toward raising rates," he added.

At the White House, the mood was equally sanguine, "I don't think this should be viewed as something that's gone beyond the uptick in oil prices at this point," presidential spokesman Joe Lockhart said.

The Federal Reserve meets on Tuesday and is widely expected to raise interest rates. The Consumer Price Index, the last economic indicator to be released before the Fed meeting, comes out tomorrow.

The technology-heavy NASDAQ, which has been in a swoon of late, couldn't seem to make up its mind today, taking investors on a roller coaster ride. Down by as much as 127 points, the index rallied above the 4,700 level in afternoon trading.

Last's month's reading on wholesale inflation was the worst showing since a 1 percent gain in October 1990. The jolt came from a whopping 5.2 percent spike in energy costs, the biggest jump since a 7.5 percent increase in October 1990. That rise reflected big increases in the prices of gasoline and home heating oil.

Gasoline prices rose 12.9 percent, the biggest gain since a 23.7 percent rise in April. Home heating oil shot up 30.6 percent, the largest rise since a record 37.7 percent increase in August 1990.

Production limits by oil-producing nations and increased demand because of the winter weather accounted for the rise in energy costs.

Crude oil prices hit the $34-a-barrel mark on March 8, the latest in a series of nine-year highs. But on Wednesday prices fell sharply on growing rumblings that the oil-producing nations will substantially raise output in two weeks to feed an oil-starved world market.

Elsewhere in the report, the 6.3 percent rise in cigarette prices, the largest since September, reflected companies raising prices to cover the costs of legal settlements.

Car prices fell 1.2 percent, the biggest drop since July 1997, while truck prices declined by 0.1 percent.

In another report, housing construction rose 1.3 percent in February to a seasonally adjusted annual rate of 1.78 million, fresh evidence of the roaring economy.

