Crossing 10,000:

What Does It Mean?

It is significant.  
At first glance, one can argue that 10,000 is just another number.  One can further add that since the Dow first crossed 10,000 in 1999, the Dow has crossed and re-crossed this number 25 times which proves that the crossing is no big deal.

On the other hand, 10,000 is not 8,763 or 9,474; it is 10,000.  10,000 caries psychological significance and one can ignore psychology in the stock market at one’s own peril.  Let me mention four ways that yesterday’s market action matters:

· To celebrate crossing the 10,000 mark, I bought a hybrid golf club that I certainly did not have to have and I took my bride out to dinner last night.  My behavior pattern was mimicked by thousands of other investors yesterday.  In its own small way, this collective spending adds to the confidence in the economy.  Certainly, I would not have done either of these actions if the Dow were at 6,500.

· Crossing 10,000 helps restore confidence on Main Street.  We on Wall Street know that Main Street is smarter than we are.  But at least when it comes to financial matters, Main Street for whatever reason still gives Wall Street the nod.  10,000 says to Main Street that the economy is on the way back.
· Probably the biggest impact is that 10,000 is a clarion invitation to call your money manager.  If you are the money manager, the optimistic version of the call is that you mutually agree that things are improving and the cash position should be put back to work over the next six months.  If you are the money manager, the negative version of the call is: ‘The market is roaring; why am I paying you to sit on cash?’

· Today, there is $1.6 trillion more than normal in the money market funds.  Crossing 10,000 will certainly bring some of this money back into the market which, in turn, will bring more money back as prices move higher.  In a dull market, prices are set by rational buyers and sellers.  But in a rapidly changing stock market, prices are set either by a panicked buyer or a panicked seller.  Sitting on cash when the market is roaring causes buyers to panic.  
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