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Market Commentary – 2 April 2013 

 
 

Weak US data weighed on markets 

Shares were mixed in the Asia Pacific region and down in the US. 
European markets were closed for Easter. 

Equity Markets  

Most stocks were up last Thursday. Cypriot banks reopened for 
business after being closed since March 16th. The Cypriot government 
announced limits on withdrawals and credit card transactions in an 
attempt to prevent the nation's financial sector from collapsing. Investors 
were encouraged by the lack of panic in Cyprus and the relative calm of 
those waiting in line at the nation's banks. The FTSE and SMI were up 
0.4% while the CAC and DAX were up 0.5% and 0.1% respectively. 
 
Banks were mixed with the Deutsche Bank declining and the 
Commerzbank increasing. In Paris, Crédit Agricole, BNP Paribas and 
Société Générale advanced. ElringKlinger declined after the carmaker 
announced details of its full year results. Bayer and Syngenta climbed 
they proposed a plan on the issue of bee health. InterContinental Hotels 
Group advanced after the company agreed to sell its London Park Lane 
Hotel to Constellation Hotel for gross cash proceeds of £301.5 million. 
Johnson Matthey was up after it completed the purchase of Formox AB 
for £107 million. Tate & Lyle said in that it continues to expect to deliver 
modest progress for full year ending March 31. The company said its 
performance has been solid and in line with its expectations. Mining 
stocks were under pressure. Antofagasta, Anglo American, Vedanta 
Resources and BHP Billiton retreated. 
 
Germany's retail sales increased a seasonally adjusted 0.4% on the 
month in February, notably slower than the 3% gain seen in January. 
March unemployment increased unexpectedly as companies failed to 
create more jobs. 

 
US stocks declined in light volume on the first day of the new quarter as 
a report showed American manufacturing expanded less than forecast 
in March. Factories slowed production and orders growth eased. The 
ISM said its purchasing managers’ index slid to 51.3 from 54.2 the 
month before — a reading above 50 indicates continued growth. While 
the index pointed to the fourth consecutive month of growth, analysts 
had expected a much more modest decrease to 54.0. The disappointing 
ISM survey overshadowed a separate report showing a notable rebound 
in construction spending. Construction spending rose 1.2% in February. 
Profit taking also contributed to the pullback by stocks. The Dow Jones 
industrials were virtually unchanged (down 5.69 points) while the S&P 
and Nasdaq retreated 0.4% and 0.9% respectively. 
 
In corporate news, Tesla Motors climbed after the electric car maker 
said it expected to report an adjusted first quarter profit — compared 
with expectations of a loss — on the back of better than expected sales 
of its Model S vehicle. Intel dropped following weaker than usual chip 
sales data from the Semiconductor Industry Association over the 
weekend and a broker downgrade. Panasonic declined after The Wall 
Street Journal reported US authorities are investigating whether a unit of 
the Japanese company paid bribes to land business. The company also 
said Monday that the date for its delisting of American depositary shares 
from the New York Stock Exchange is April 22. EBay gained after a 
broker upgrade. Joy Global, Freeport-McMoRan and US Steel declined. 
Micron Technology and Advanced Micro Devices were lower on the day. 
American Greetings gained after it agreed to be taken private for about 
US$524 million. Ruby Tuesday climbed after Barron’s reported the 
casual dining chain may increase to US$13 a share. Barron’s cited 
estimates by Cove Street Capital analysts, noting the restaurant chain 
has cut costs and focused on its core brand with “affordable” menus that 
could boost same-store sales. 
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In the Asia Pacific region shares were mixed as trading in some 
markets resumed after a holiday shortened week. Investors continued to 
focus on developments in Cyprus after media reports indicated 
depositors with more than €100,000 in the Bank of Cyprus could lose as 
much as 60% of their savings as part of a European bailout deal to save 
the country from bankruptcy. The Nikkei was down 2.1%, the Hang 
Seng lost 0.4%, the Shanghai Composite slipped 0.1% but the Sensex 
was 0.2% higher. 
 
Japanese shares dropped on the first trading day of fiscal 2013, as a 
disappointing Tankan survey and a rise in the yen triggered broad 
selling that targeted both domestic and exporter shares. The Bank of 
Japan Tankan survey of business sentiment showed a smaller than 
expected lessening of pessimism among large Japanese companies in 
the last quarter. Although the readings improved, they did not meet 
analysts’ expectations. The Tankan large manufacturers' business 
sentiment index improved to minus 8 in March compared with minus 12 
in December, while sentiment among large non-manufacturers improved 
to plus 6 in March from plus 4 in December. The yen strengthened on 
safe haven buying. China related Komatsu and Hitachi retreated after 
data showed China's factory output expanded at a slower than expected 
pace in March. Brokerage stocks declined ahead of the BoJ’s first policy 
setting meeting under new Governor Haruhiko Kuroda. 
 
The Shanghai Composite slipped to its lowest level since December 28 
after the March CFLP manufacturing index fell below expectations. 
China's official purchasing managers’ index stood at 50.9 in March, the 
highest in 11 months but a tad lower than the consensus forecast of 
51.2. The HSBC PMI’s final reading was 51.6 in March, slightly below 
the 51.7 recorded in the preliminary reading. Property stocks were in the 
spotlight after the government announced fresh tightening measures 
aimed at controlling the rising prices. 
 
The Kospi average was down led by losses in technology and auto 
shares, after data showed South Korea's exports grew less than 
expected in March. The markets in Australia, Hong Kong and New 
Zealand were closed for Easter holidays. 

 
Markets in the UK were closed. There was no gold fixing. Copper 
futures were down 0.9% to US$3.37. WTI spot crude was down 32 US 
cents to US$96.89. Dated Brent spot crude was up 90 US cents to 
US$110.98. 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 
yield on US Treasury 30 year bond was down 2 basis points to 3.08% 
while the yield on the 10 year note slipped 1 basis point to 1.84%. 
 

Looking forward 
 
The Reserve Bank of Australia announces its policy decision.  
 
March manufacturing PMIs for France, Germany, the Eurozone and the 
UK are on the calendar.  
 
February Eurozone unemployment is expected.  
 
February factory orders in the US will be posted. 
 
 
 
 
 

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. 


