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Profit Margins Strong In Q1

5&P 500 firms are on track to deliver
17.5% earnings growth, with 73% of
the firms that have reported so far top-
ping views. Material and encrgy firms
are leading the way on higher commodi-
ty costs. But many other companics have
been able to raise prices to maintain high
fit margins, One caveat: Few retailers
vereported yer. More on this page

Dollar Falls; Silver, Gold Rise

The dollar hit o fresh Z.year low vs,

major rivals, with more losses e -
ed as the Fed keeps rates near xero while
muost central banks tighten, China's yuan
broke the 6.50-per-dollar level for the
first time. The yuan rose 0.9% in April vs.
0.4% in March as Chinese policymakers
seek to: curb inflation, Gold hit nl’mqhm-

el A5,
traday | ¥

Cat Beats On Resource Gear
The mining and construction equip-
ment giants 1 EPS shot up to 51,

from 36 cents and topped views by 53

cents, as sales to miners and other re-

source companies nearly doubled. Reve-
nue leapt 57% to $12.95 bil, above expec-
mt'mnsl‘an!thi!.Ca(emilhr'-'
its full-year EPS forecast to $6.25-86.75,
Analystsexpect $6,26. Shares rose 2.5%.

Spenllmg Oulpaces Incomes

4 bp:mlu?g. rose 0.6% in Mnrvlh the
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ISLAMIST ACTIVISTS protest against Syrian leader Bashar Assad in Istanbul. The si

SED
DOWVAYL

mnmmll

MONDAY, MAY 2, 2011 §3.00

Q1 Profits
On Track
For 17.5%
Advance

Materials And Energy Lead

Hcl ccmmodﬂy costs aid
those sectors; other firms
pass along higher prices

BY KEVIN HARLIN
INVESTE 1

ALY

“A cat to Israel, a lion to his own people. Assad cannot fool the wnrl&"" ]n Syria, thousands
marched in Damaseus as security forces killed

o4 are fueling commodiny-
earnings while other companies
are pnssmgon ﬁm h)ghtr costs
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Chile’s Private Accounts Turn 30

U 5 Sysl:em Troubled

we've gol ‘trust fund’

ed outlays to meet higher food and gas
costs, Incomes rose 0.5%, Both fgures
were a hit above views. Meanwhile, con-
sumer prices rose 0.4% v, Feb.and were
up LE% vs. a year ago, the 'bmxes\ gnln in
b h ‘hltl\l’ch‘SL‘l

See

The ISM-ChiL‘sgu's regional manu-

facturing activity index fell 3 points
in April 1o 67.6 vs, expectations for 68,
Readings above 30 s:gml growth, The
jobs gauge fell 1.9 points to 63.7 and the
new orders measure sank 8.2 points to
66.3. The drop may indicate some stow-
ing in manufacturing. The national 1SV
manufacturing index, due Mon., is seen
edgingdown to59.7,

Indexes Score Modest Gains
The NYSE rose 0.4%, the S&P 500
0,2% and the Nasdag less than 0. 1%

aY MONICA SHOWALTER
INESTORS HUKI DALY

May Day — socialists’ pacan to
class warfare — evokes memories
of Soviet tanks in Red Square
and leftist radicals rioting. But
Chile celebrates the actual em-
powerment of workers.

May | marks the 30 years sinee
Chile beeame the first nation to
privatize its socinl security sys-
tem. By turning workers into in-
vestors, the move solved an enti-
tlement crisis much like the one
America faces today.

“Tlike symbols, sa I chose May
Day as the birth date of Chile's
“ownership society’ that allowed
every worker to become a small
capitalist,” wrote Jose Pinera,
former secretary of labar and so-
cial security the architect of
this pension revolution. He is
nuu a senior fellow at the Cato

/% Strong corp profits o

Volume increased across the board. The
major indexes all rose a 2nd week ina
row, The Nasdaq is now past its Oct. 07
pesk and at Jan. ‘01 levels, M&A activity
h!’udmhrs\ndcs Fri., but enengy general-
Iy did well. Some

Wh:llludeslsalc\lhuswmwd
ed beyond all expectations. Yet
Congress remains reluctant to
ndo'pl anythi‘?g like il dmsp'm‘

profit high.
Wlth almast two-thirds of S&P
500 firms having reported eam-
ings a5 of Friday morning, com-
panies are on pace for a 17.5%
hike over a vear ago, according
to Thomson Reuters. Revenue is

of several conservatively man- Its road was made even easier | onpace togrow ¥,
aged and regulated pcnswn as economic growth from asys- | Asthe wrﬂumn fades further,
funds. From the tem that wark, sav- no longer dramati-
sovings, they get a life annuity or  ing and responsthility filled gov- | cally skewing the picture. With-
umkepmgrammdmﬂ\dnwa[s ernment coffers with new | out them, Q1 carnings are slated

1 Ttax revenue, L 10.8%:

Over lhl: Iast three dtc:u!us In the U8, Social Security al- | Commodity-related sectors are
ready isin bad shape, Ivsalready | leading now. Materials are on

ral returns of 9.23% above infla-
tion. By contrast, U.8. Social Se-
curity pays o 1% to 2% (theoreri-
cal) return, and even less for new
wor]

Long-Term Boom
History shows that pension
[uml_ipa;\dcn:]{'_invtmﬂ_ina di-

paying out more in benefits than
itgets in payroll tax revenue,
Paliticians for decades have
raided excess workers” contribu-
tions intended to cover baby
boomer retivees, They left 10Us,
giving the program the right to
other government revenue, But
that means the Treasury fhos 1o

nificantly over long periods of
consistent saving. In 1981, the
Dow industrials stood at 900;
today, despite three market
crashes, it's nearly 13,000,

1In 2005, New York ‘!‘unes re-

Thase political raids can’t hap-
pen in Chile. Private accounts
are legal property, a right Pincra
embedided firmly into the 1980
constinution

As for Social Security, even the

E:ﬂcr.lnhu'l"mmy '
:rwnSoﬁ:]Sccuntycmltrﬂm
tions on the Chilean meodel and
found that his privatized pen-
sion would have been $53,000 0
year plus a one-time payout of
$223,000. The same contribu-
tions paid into Social Security
would have paid him $18,000,

The system is doable here, but
does require citizen education
and political resolve,

I-IJ‘SL |mpt|c|l debrs must be

Bill Clinton and \\ Bush

s Ficit, which mast polit-

gled. Treasury vields comtinued to fall on
Fri. Maore on this page

Syrian Forces Kill Protesters
Thiy killed arleast 42 demonstrators
in separate protests, rights

said. In om clashTmops I‘in:l:i on mﬁ

ers trying to break an army blockade

around Daras, Thousands joined rallies
calling for Pres. Bashar Assad's ouster.

The U8, denounced the crackdown and

impased sanctions on Syrinn leaders and

theirally, Iran's Revolutionary Guard,

IPhones Up, Androids Down
8 np& s+ smartphone is stll No, 1
e U.5. And it rose to No. 3 inover-
all celiphane sales in Q1, from No. 5 in
4, Tt trails Somsung and LG, but &
HTC, Motoroln™ and RIM™*, NPD
said, US, cellphone sales fell 1%, but for
the ist time smartphones, up 8%, werea
majority. Android-based handsees fell to
50% fram 53%, but Tabwan maker HTC
scesltstsaI.e;dnnbhmvs ayearago.

Crushes Views
9 The health insurer's Q1 EPS jumped
67% to $1.37, burying views by 52
cents on higher premium revenue and
tower benefit expenses. Revenue rose
12%t0 51.54 bil, beati Ameri-

to partinlly prwnn:vc an Ameri-
can systes

Tnstead of America’s 12,4% So-
cinl Security payroll tax — cut to
10,4% in 2011 — Chilean workers
must pay in 10% of their wages
(they can send up o 20%) to one

10Us are p d tor run out in

2037, 1f nothing is done, payouts

would have tobe stashed 22%.
Private accounts could gener-

pace for a 51.2% profit jump, with
energy driving to a 34,6% gain.
Other  firms have  pricing
power to pass higher input coses
along. S&P 500 industrials are
ontrack for 32.9% plr.ll’l(gmwda
techs should de

Earnings Strong
S&P 500 profits, ex
financiats, yearly change
A% e
L

ate better returns to help offset '.‘0.“.? - 5 &
Tikely benefie cuts.
. ‘8 0w 10 e
Izlui'tvcounmcs have adopted | | CF T
Yet American reform efforts
have been . Rep. Paul | So far, 73% of reporting firms

Ryan's “Road Map™ :a!llc-l for
creating personal retirement ac-

counts with one-third of Social
Scwrh*g funds, But his 10-year
House budget did not explicitly

Chile decided o
workers for money alrwdy pauid
[nto the system, through “recog-
nition bonds.” It fnanced this
via bonds, partial diversions of
existing pension taxes, sales of

progran
The I0U-only trust fund

in-
ders a shift to a Chilean-esque
model. The progeam has no real
assets, o the Treasury would
have to issue massive debt up-

have beaten views vs. a long-
term average of 62%. Analysts
say they weren't just setting the
Tars bow. “1t's not just about beat-
ing estimates. We're secing true
growth,”  said Jeremy
chief equity strategist at
Wealth Management Research.
Forecastersthink earnings will
continue to grow by low double
digits, with full-vear 2011 profits

THE BIG PICTURE

Stocks Tack On Gains In Rising Volume

BY PAUL WHITFIELD

MARKET PULSE

gmuP"' duppml L nm.mry I-{Lnllh QL

mms annmm?%wsmshlll(gmd
o full-year EPS largely down, It slid 6%.

Court Backs Stem Cell Funds

1 AUS, appeals court ruled 2-1 that
the Obama administration can

fund human cmhr)omc stem u:ll re-

search, ] jund

ston barring spending for work that dee-

stroys embryos. {That decision had been

IRVESTORS HUSINESS DALY
Stocks posted small gains Fri- _
day, wrapping up a second posi- F'H..y ',“u”‘
tive week inarow. Up in higher volume

T‘“-d NYSE % ite ad- [ stlook
vaneed 0.4%, the S&P 500 0.2% v 2
and the Nasdag less than 0.1%, Sonled ol
The Masdaq notched its cighth Distribution days:
consecutive gain and volume 2 for NYSE composite,
was above average for the fourth 1 for Nasdag and S&F 500
straight day.

Volume rose 1% on the NYSE Leaders up in volume:
and 23% an the Nasd-m[ Lmenlﬂhr‘ -

d to popup i

Friday, but the names are differ- J\nre.\(rr.cmn o
ent from those featured not long Polypore™  Triquint™"
ago. This could be healthy if it ﬁt‘:ﬂ.‘ti\"}“eﬂﬂ?ﬂ'

P a rotation in leader- 1 o

b e hiftto )

k Loaders down in volume:

In many cases, the classy big- Deckers Cutdoor™™

cap names — such as Apple™” Unider Armour™

Emdu" S and Price.
ling.com™™* — are either in later-
stage constructions or have been
making new highs in unimpres-
sivevolume,

Recent breakouts and bounces.
off the 10-week average include
midcap stocks such as specialty
chemicals makers Albemarle*

stayed
use embr
ments for spinal cord injuries. “cancer
and disenses such as Alcheimer's. Critics
oppose destroying human embryos,

'..;.'
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r 254a8028E2

Endo Pharmaceuticals™™

and Rockwood Holdings™~, com-
munications  products  maker
Polycom™™, and il proppant
maker Carbo Ceramics ™

On Friday, specialty chemicals
midcap firm Polypore Interna-
tional™ jumped almost 5% in
double its average volume, clear-
ing a cup-with- r base, The
stock is 2% past 0 60.60 buy

point,

Oecidental Petrolewm™ leapt
almost 9% in huge volume, clear-
ing an iregular double-battom
base. The oil explorer is % past
a106.08 buy point.

For the week, the S&P 500 and
the NYSE ite each rose

13.5% ahove lst year,

“Wc'\lcmowdnwavfmmﬁm
easier comparisons, and 1 think
we're really getting a better
sense of how things are going to
shape up,” sald Christine Short,
Thomson Reuters’ director of
earnings research.

Huge beats Friday from Good-
year Tire® and industrial giant
Caterpillar helped exvend the
market rally. The S&P 500 index
rose 2% for the week.

Goodyear's huge 325% earn-
ings beat came from higher vol-

umes tire prices — off-

2%, while the Nasdaq added
1.9%. The IBD 50 lagged, with
thie average gain just 0.6%.

Economic news was generlly
positive  Friday. Personal in-
come and spending for March
was above expectations, while
the Chicago purchasing manag-
ers index was roughly in line
withviews.

As Aprll ends, Investors might
hear the old sow to sell in May
and goaway.

What's the track record on
that? Tt depends whether an in-
vestor is selling early in the
month or late. In the past 10
vears, the Nasdaq rose in May
six times, but rose in June only
four times. Watching the price-
and-volume action of the index-
es is always a better guide than
putting faith in cliches.

For now, the uptrend remains
in place, making it a good time to
buy fundamentally strong stocks
breaking out of valid bases.

¥ MORE COVERAGE DN B2
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tting higher material costs,
ile many retailers have yet
to report, early same-store sales

dotaare positive,
And though high gas prices
pinch Wal-Mart™' shoppers,

higher-end  consumers  drive
that sector and cringe less at the
was pump, says Christine Chen,a
recail  sector  analyst  with
Needham & Co, “Consumers are
sick of being frugal, Two years is
a really long time to not refresh
your wardrobe,” she said.

But Ugg boots maker Deckers
Cutdoor ™™ and Crocs™* warned
for the current quarter. Shares of
baoth firms fell sharply on Friday.

Seasonal  factors  pormally
rush profit margins lower in 1,
e this time they seem to be flat
va.astrong Q4, Zirinsays,

While materials, energy and in-
dustrials are investing in capaci-
ty expansion, he thinks overall
TWATZINS CAN remain strong.

But the consumer outlook is
cloudy. Improved hiring is fuel-
ing shopping, Shore said, bur i
A3 prices g up, we're going t
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