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Market Commentary – 1 March 2013 

 
 

European markets rose as European Central Bank signalled 
continued support 

Shares were mostly positive thanks to better than expected US 
economic data and reassuring remarks from Fed Chairman Ben 
Bernanke and ECB President Mario Draghi. 

Equity Markets  

European shares advanced Thursday despite the lingering uncertainty 
created by the Italian election. Investors were in a positive mood 
because of comments made by European Central Bank President Mario 
Draghi, who indicated that monetary stimulus would continue. Draghi 
indicated that the ECB is in no hurry to exit stimulus as he anticipates 
inflation to ease significantly below the Bank's 2.0% target, giving room 
for maintaining an accommodative monetary stance. The FTSE was up 
0.6%, the CAC and DAX gained 0.9% and the SMI jumped 1.5%. 
However, for the month of February, the picture was decidedly mixed. 
While the FTSE and SMI were up 1.3% and 2.7% respectively, the CAC 
and DAX declined 0.3% and 0.4%. 
 
Bayer increased after annual sales reached a record high. RWE gained 
on a broker upgrade. Salzgitter declined after a broker downgrade. 
Deutsche Telekom was unchanged after reporting financial results. 
Hochtief dropped after it reported a profit for the year and announced 
plans to sell some businesses to return the company to a sustainable 
growth trajectory. Essilor International climbed after the company 
reported a higher annual profit. Royal Bank of Scotland slid after 
reporting a hefty quarterly loss. Petrofac dropped after a broker 
downgrade. International Consolidated Airlines Group advanced as the 
airline operator said it would push ahead with staff cutbacks at Spanish 
carrier Iberia in a bid to turn around its operations there. Spanish lender 
Bankia gained despite confirming an annual net loss, which it had 

warned about in November. Repsol reported fourth quarter profit rose 
50% on the year. 
 
The January harmonized index of consumer prices (HICP) increased by 
2.0% from a year ago. Unemployment in Germany declined in February 
and for a third consecutive month, suggesting that the economy has 
started to recover in the first months of 2013 after a contraction in the 
final quarter of 2012. French households' consumption of manufactured 
goods decreased 0.8% on a monthly basis in January. Swiss economic 
growth slowed in the fourth quarter following a strong rebound in the 
third quarter, as net exports of goods and services contributed 
negatively to the country's gross domestic product. Fourth quarter GDP 
was up 0.2% on the quarter, decelerating from the third quarter's 0.6% 
expansion. 
 
US stocks declined after earlier gains were eroded as the close of the 
trading session approached. Volume was low after strong economic 
data. Markets suffered steep losses earlier in the week on concerns 
about the impact of an Italian election on the European economy, but 
stocks bounced back on strong data and recent comments by Federal 
Reserve Chairman Ben Bernanke that showed continued support for the 
Fed's economic stimulus policy. The Dow Jones industrials, S&P and 
Nasdaq all slipped 0.1% on the day. For the month of February the three 
indices were up 1.4%, 1.1% and 0.6% respectively. 
 
While fourth quarter US GDP data were revised to show economic 
growth compared to the previously reported contraction, the pace of 
growth fell well short of economist estimates. GDP increased at an 
annual rate of 0.1% in the fourth quarter compared to the 0.1% drop that 
was originally reported. Initial claims for jobless benefits in the latest 
week dropped to 344,000 — 365,000 claims were expected. The 
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Chicago PMI for February posted a surprise increase, rising to a reading 
of 56.8, up from 55.6 the month before. 
 
Limited Brands and Netflix advanced while JC Penny dropped after the 
department store operator reported a steep drop in sales. Groupon also 
declined on weak revenue. Cablevision dropped after the company took 
a US$100 million hit on costs related to Superstorm Sandy and posted 
deeper video customer losses than expected. Mylan shares advanced 
after the generic drug maker posted a 25% rise in fourth quarter profit 
and said it will buy a unit of India's Strides Arcolab. Kohl's declined after 
the earnings outlook for the quarter and full fiscal year were below 
analyst estimates, offsetting better than expected earnings and an 
increase in its quarterly dividend. 
 
Investors were keeping an eye on the debate in Washington over US 
government budget cuts that will take effect starting Friday if lawmakers 
fail to reach agreement on spending and taxes. President Barack 
Obama and Republican congressional leaders arranged last ditch talks 
to prevent the cuts, but expectations were low that any deal would 
emerge. 
 
In the Asia Pacific region, most stocks in this region advanced thanks to 
a combination of upbeat US data and reassuring comments from FOMC 
Chairman Ben Bernanke and ECB President Mario Draghi which 
alleviated concerns about an early end to existing stimulus. Echoing 
Bernanke's comments before a congressional committee, Draghi 
signalled the central bank has no intention of tightening monetary policy 
anytime soon, as he anticipates inflation to come significantly below the 
ECB’s target this year. 
 
The Nikkei soared 2.7% — morale soared as the yen weakened, the US 
reported upbeat economic data, a relatively smooth auction of Italian 
bonds was held and the official announcement of Asian Development 
Bank chief Haruhiko Kuroda as the next governor of the Bank of Japan. 
Realty stocks rallied sharply, with Mitsubishi Estate, Mitsui Fudosan and 
Sumitomo Realty & Development jumping on expectations the new BoJ 
governor will pursue more aggressive monetary policy. Export oriented 
firms including Honda Motor, Toshiba and Advantest jumped, helped by 

the yen's weakness on return of risk appetite. The Nikkei was up 3.8% in 
February after soaring 7.2% in January. 
 
In economic news, industrial production was up 1.0% in January, 
expanding for the second straight month, adding to evidence that the 
export reliant economy may be pulling out of a mild recession. The 
Shanghai Composite index jumped 2.3%, led by property developers 
after China Vanke, the country's largest developer by sales, reported a 
30% increase in 2012 net profit. The Hang Seng was up 2.0%. The 
Shanghai Composite and Hang Seng were down 0.8% and 3.0% 
respectively in February. 
 
Both the S&P/ASX 200 and the All Ordinaries were up 1.3%. Banks and 
miners advanced. In economic news, total new capital expenditure in 
Australia was down a seasonally adjusted 1.2% to A$40.988 billion in 
the fourth quarter of 2012 compared to the previous three months. 
Another report showed that overall private sector credit increased by 
0.2% in January from the previous month. The S&P/ASX and All 
Ordinaries were up 4.6% and 4.5% in February. 
 
The Kospi was up 1.1% after Bernanke reaffirmed his commitment to 
monetary easing and the ECB indicated it is in no hurry to unwind its 
accommodative monetary-policy stance. The index was up 3.3% for the 
month. The Sensex dropped 1.5% and was down 5.2% in February. The 
Sensex declined Thursday after Finance Minister P. Chidambaram 
presented a "responsible" Budget for 2013-14, increasing some 
corporate and individual taxes in an attempt to reduce fiscal deficit to 
4.8% next year. 
 
Gold at the afternoon London fixing dropped US$15.75 to US$1,588.50. 
Copper futures were down 0.5% to US$3.55. WTI spot crude was down 
85 US cents to US$91.90. Dated Brent spot crude was down 70 US 
cents to US$111.17. The US dollar was up against the euro, yen, Swiss 
franc and the Canadian and Australian dollars. It was virtually 
unchanged against the pound. The Dollar Index was up 0.4%. The yield 
on US Treasury 30 year bond was down 1 basis point to 3.09% while 
the yield on the 10 year note slipped 2 basis points to 1.88%. 
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Looking forward 
 
Japan releases January unemployment, household spending and 
consumer prices. February CFLP and HSBC/Markit PMI manufacturing 
indices are expected.  
 
February UK Nationwide house price index and PMI manufacturing 
index are on tap along with January money supply data. Manufacturing 
PMI indices for the Eurozone, France, Germany and the UK are on the 
calendar. German January retail sales will be released. Eurozone 
February flash HICP and January unemployment are listed.  
 
In the US, January personal income and spending, February ISM 
manufacturing index, January construction spending and February final 
for consumer sentiment crowd the calendar. Canada releases its fourth 
quarter GDP estimate along with December monthly GDP. 
 

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. 


