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Market Commentary – 1 December 2012 

 
 

European markets slide on weak US data 

Global markets were mixed on Friday as investors waited for progress 
on US budget negotiations. Markets were mixed for the week and month 
as well. 

Equity Markets  

European indices declined Friday after US consumer spending 
unexpectedly declined and investors continued to worry about the US 
fiscal cliff even though German approval for Greece's latest rescue deal 
served to underpin bullish sentiment. In Germany, the Bundestag 
approved the latest measures to help reduce Greece's debt. Eurozone 
finance ministers agreed earlier this week to cut interest rates on 
Greece's bailout loans, defer interest payments and allow the country to 
buy back around €30 billion in debt. 

The FTSE slipped 0.1% on Friday but was up 0.8% on the week. The 
index was up 1.5% in November for its sixth consecutive monthly 
increase. The SMI also was 0.1% lower for the day. However, the index 
was up a healthy 1.6% on the week and 3.4% on the month. The CAC 
was down 0.3% Friday but gained 0.8% on the week and 3.7% on the 
month. The DAX edged up 0.1% Friday and 1.3% for the week. In 
November, the DAX gained 2.0% for its sixth consecutive monthly 
increase. 

LVMH Moët Hennessy Louis Vuitton advanced after a broker upgrade. 
Royal Bank of Scotland Group dropped after the bank said that a sale of 
its Indian retail and commercial-banking operations to HSBC Holdings 
had collapsed and that it would wind down the business instead. HSBC 
advanced on the news. HeidelbergCement was up after a broker 
upgrade. Hugo Boss and Carl Zeiss Meditec both retreated after broker 
downgrades. 

In economic news, October German retail sales slumped while 
unemployment in the Eurozone climbed to yet another record high of 
11.7%. German retail sales dropped 2.8% in October. French consumer 
spending dropped 0.2% on the month after a flat reading in September. 

 

In the US, stocks were mixed in choppy trading as investors bought and 
sold on the latest words from Washington on the state of the budget 
negotiations. On the day, both the Dow Jones industrials and S&P were 
virtually unchanged while the Nasdaq slipped 0.1%. Trading has been 
choppy in the last two weeks as investors reacted to statements from 
members of Congress and the administration on the state of discussions 
on how to avert a series of tax increases and spending cuts. On the 
week, the Dow edged up 0.1% while the S&P and Nasdaq were up 
0.5% and 1.5%. The Dow was down 0.6% in November after declining 
2.5% in October. The S&P edged up 0.3% in November after dropping 
2.0% the month before. Nasdaq rebounded 1.1% from its October loss 
of 4.5%. 

Corporations continue to react to what is expected to be a harsher tax 
regime next year. Whole Foods Market was the latest to announce a 
special cash dividend ahead of expected higher tax rates in 2013. 
VeriSign dropped after the company said the US Department of 
Commerce approved its agreement with ICANN to run the .com internet 
registry, but VeriSign will not be able to raise prices as it did before. 
Yum Brands slid a day after the parent of the KFC, Taco Bell and Pizza 
Hut chains said it expects a drop in fourth quarter sales at established 
restaurants in China. Apple’s latest iPhone received final clearance from 
Chinese regulators, paving the way for a December debut. Zynga 
dropped after loosening terms of its longstanding alliance with 
Facebook. 
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Consumer spending unexpectedly declined and incomes stagnated in 
October as superstorm Sandy kept those in the Northeast from getting 
to work or from shopping. Purchases declined 0.2% — the weakest 
reading since May — after a 0.8% gain in the prior month. Incomes were 
unchanged, held down by a drop in wages caused by Sandy. 

In the Asia Pacific region, shares were mostly higher Friday. The 
exception was the Kospi which edged down 0.1%. The index was up 
1.1% both for the week and month. Asian stocks advanced on a pair of 
US economic reports that were better than expected and as the 
Japanese Cabinet approved another stimulus package worth ¥880 
billion to revive economic growth. The gains, however, were capped to 
some extent by conflicting comments from Washington about the 
progress in budget talks. 

The Nikkei advanced 0.5% (and was up 0.8% on the week and 5.8% in 
November) to its highest closing level in more than seven months. A 
slew of domestic data on industrial production, unemployment, 
household spending and core consumer prices attracted little interest. 
October industrial output unexpectedly rose a seasonally adjusted 1.8 
beating expectations for a 2.0% decline. Core consumer prices were 
unchanged on an annual basis in October, while average household 
spending in the country was down 0.1% on the year. Exporters 
advanced amid the weakness in the yen. 

The Shanghai Composite snapped a four day losing streak and was up 
0.9% as construction stocks rallied on expectations of further 
infrastructure spending in the coming years. The Hang Seng added 
0.5% after data showed the US economy grew faster than initially 
estimated in the third quarter. The Shanghai Composite dropped 2.3% 
on the week and 4.3% in November. Both the S&P/ASX 200 and the All 
Ordinaries gained 0.6% Friday, led by miners. On the week the two 
indices were up 2.0% but slipped 0.4% in November 

Gold at the afternoon London fixing was up US$1.00 to US$1,726.00. 
Copper futures were up 1.1% to US$3.64. WTI spot crude was up 84 
US cents to US$88.91. Dated Brent spot crude was up 41 US cents to 
US$111.17. The US dollar was virtually unchanged against the 
Canadian and Australian dollars. It was down against the euro and 

Swiss franc. However, it was up against the yen and the pound. The 
Dollar Index was virtually unchanged. The yield on US Treasury 30 year 
bond edged up 1 basis point to 2.81% while the yield on the 10 year 
note was unchanged at 1.62%. 

 
Looking forward 
 

Monday — Australia releases October retail sales. November 
manufacturing PMI data for China, the Eurozone, Germany, France, 
Italy, Spain, the UK and US among other countries are posted. In the 
US, November ISM manufacturing index and October construction 
spending is announced. 

Tuesday — The Reserve Bank of Australia and the Bank of Canada 
announce their monetary policy decisions. Japan’s November services 
and composite PMIs are on the calendar. Eurozone October producer 
prices are on tap. 

Wednesday — Australia releases third quarter gross domestic product. 
November composite PMI indices for China, Eurozone, Germany and 
France will be released. UK services PMI is expected. The Eurozone’s 
October retail sales also are expected. In the US, ADP’s estimate for 
private November employment, October factory orders, November ISM 
nonmanufacturing index and third quarter productivity and costs are on 
the calendar. 

Thursday — The Reserve Bank of New Zealand announces its 
monetary policy decision along with the European Central Bank and the 
Bank of England. Australia’s November labour force survey is on tap. 
The Eurozone publishes its revised estimate of third quarter GDP and 
Germany publishes October manufacturing orders. In the US, weekly 
jobless claims, money supply and Fed balance sheet data are expected. 

Friday — Australia’s October merchandise trade balance along with 
German and UK October industrial production are expected. Canada 
releases its labour force survey for November. In the US, November 
employment situation report is on the calendar along with preliminary 
December consumer sentiment and October consumer credit. 
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The Longer-Term Perspective 
 
Markets historically fall from time to time in the course of their longer-
term upward progress. Investors who are willing to accept periods of 
market volatility and stay invested for the long term are often well 
positioned to grow their wealth as markets subsequently recover.  
 
We view the market reaction to them as a normal part of the investment 
cycle that, in itself, creates attractive opportunities for long-term 
investors.  
 

 

 

Please remember, the value of investments and the income from them 
can do down as well as up. Funds that invest in overseas markets may 
be subject to currency fluctuations. Investments in small and emerging 
markets can be more volatile than other overseas markets. Reference in 
this document to specific securities should not be construed as a 
recommendation to buy or sell these securities, but is included for the 
purposes of illustration only. 

 


