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Market Commentary – 1 May 2013 

 
 

European markets slid on weak European economic data 

Stocks ended April on a mixed note. However, most indices advanced 
on the month on expectations of continued stimulus from central banks. 

Equity Markets  

Most European share indices were down Tuesday. Weak European 
economic data further fuelled speculation that the European Central 
Bank will cut rates at Thursday's upcoming meeting. However, an 
exception was the DAX — the index gained 0.5% due to the country's 
better than expected consumer confidence report. Elsewhere, the FTSE 
was down 0.4% while the CAC lost 0.3%. The SMI managed to edge up 
0.1%. The four indices were up for the fourth month this year. The 
FTSE, CAC, DAX and SMI were up 0.8%, 3.4%, 1.5% and 1.2%, 
respectively. 

The Deutsche Bank surged after it said it plans to issue up to 90 million 
new shares to institutional investors by way of an accelerated book build 
offering. Qiagen tumbled after the genetic testing specialist reported 
lower first quarter net income of US$20 million that had been affected by 
higher amortization and business integration expenses. Imperial 
Tobacco Group edged up even though the company posted lower profit 
for the first half, largely reflecting a revenue decline for the period. BP 
climbed after the company reported first quarter profit of US$4.2 billion, 
beating estimates. Lloyds Banking Group advanced after the mortgage 
lender reported an almost threefold jump in pre-tax profit for the first 
quarter. Centrica declined after a broker downgrade. Invensys increased 
after a broker upgrade. UBS rallied after it posted a US$1 billion net 
profit in the first quarter on higher revenues at the investment bank and 
in wealth management. 

March Eurozone unemployment climbed to a record 12.1% while the 
flash April harmonized index of consumer prices eased to a three year 
low of 1.2%. Germany's unemployment increased at a faster than 
expected pace in April as the extreme cold weather kept employees out 
of work for an unusually long period, raising concerns that the reduced 
economic activity could weigh on recovery prospects. Also in Germany, 
March retail sales declined. 

Most shares in the US were mostly flat as investors waited for the 
outcomes of the Federal Reserve and European Central Bank policy 
meetings on Wednesday and Thursday respectively. Stocks continued 
to draw support from expectations that central banks will maintain low 
interest rates and other economic stimulus measures. Morning losses, 
thanks to a disappointing Chicago PMI report, were gradually faded 
during the day and both the S&P and Dow Jones industrials were up 
0.1% and 0.2% respectively. Nasdaq however, benefited from investor 
enthusiasm about Apple’s upcoming bond sale and was up 0.7%. In 
April, the Dow and S&P were up 1.8% and the Nasdaq was 1.9% 
higher. The indices have gained in each of the four months this year. 

In economic news, encouraging data on home prices and consumer 
confidence added to the positive tone. However, a decline in the 
Chicago PMI underlined growth concerns that remain. US home prices 
rose in February at their fastest rate in almost seven years while 
consumer confidence rebounded in April. However, business activity in 
the US Midwest unexpectedly contracted in April to its lowest level since 
September 2009. 

Apple advanced after the company came to market with the largest non-
bank bond sale in history, as it seeks funding to return cash to 
shareholders. Technology companies including Microsoft, IBM, Cisco 
Systems and Intel gained. Pfizer declined after the company posted 
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lower than expected quarterly earnings and revenue and trimmed its full 
year profit outlook. Merck and P&G also declined. Best Buy advanced 
after it sold its stake in a joint venture to Carphone Warehouse Group 
for less than half of what it paid five years ago as the firm left the 
European market. Avon Products was up after the company’s adjusted 
earnings beat expectations. Pitney Bowes dropped after quarterly 
earnings sank 57% amid weaker demand for mail. The company also 
cut its second-quarter dividend to 18.75 US cents a share, from 37.5 US 
cents in the prior quarter. 

 
Most Asian stocks advanced as investors looked ahead to the FOMC 
and ECB meetings with expectations that the central banks will maintain 
monetary policies to stimulate growth. The Nikkei was down 0.3% 
thanks to disappointing earnings and the recent strength of the yen. The 
index soared 11.8% for the month of April, easily beating results 
elsewhere. Both Fanuc and Honda Motor retreated on disappointing 
earnings. Mazda declined after it forecast profit that missed analyst 
estimates. Ricoh, NEC, Pioneer and Nippon Electric Glass also were 
down after the firms disappointed the market with either poor results 
and/or weak forecasts. In economic news, Japan's March industrial 
output growth slowed more than forecast while retail sales continued its 
downtrend. However, household spending in Japan surged 5.2% on the 
year while the unemployment eased to 4.1% from 4.3% in February. 
 
The S&P/ASX 200 climbed 1.3% to its highest level since June 2008 
and the All Ordinaries index was up 1.2%. ANZ soared after it reported a 
10% increase in first half cash earnings and increased its dividend. 
Westpac, Commonwealth and NAB also advanced. Miners were also 
higher on the day. The S&P/ASX was up 4.5% on the month while the 
All Ordinaries was up 3.8%. 
 
The Kospi was up 1.2% to a near 4-week high, as investors bought 
companies reporting strong earnings. However, for the month, the Kospi 
was 2.0% lower. The Hang Seng was up 0.7% on the day and 2.0% in 
April. The Shanghai Composite was closed for a holiday and was down 
2.6% on the month. The Sensex was up 0.6% Tuesday and 3.5% on the 
month. 

Gold at the afternoon London fixing edged up US$1.50 to US$1,469.00. 
Copper futures were down 1.2% to US$3.19. WTI spot crude was down 
US$1.44 to US$93.06. Dated Brent spot crude was down US$2.14 to 
US$101.67. The US dollar was down against all of its major 
counterparts including the euro, yen, pound, Swiss franc and the 
Canadian and Australian dollars. The Dollar Index was down 0.5%. The 
yields on both the US Treasury 30 year bond and 10 year note were 
unchanged at 2.88% and 1.67%, respectively. 

 

Looking forward 
 
China releases the CFLP manufacturing PMI for April.  
 
The UK’s April manufacturing PMI and Nationwide house price index are 
expected.  
 
The US calendar includes April ADP private employment, Markit PMI 
manufacturing, ISM manufacturing and March construction spending.  
 
The FOMC will make its policy announcement. 
 

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.  
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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. 


