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Market Commentary – 3 January 2013 

 
 

Global stock markets rallied after US reached a deal to stave 
off the fiscal cliff 

Improved manufacturing data from China also contributed to the positive 
mood among investors. 

Equity Markets  

European stocks advanced on news that the US Congress had reached 
a deal to avert the fiscal cliff. Improved manufacturing data from China 
also contributed to the positive mood among investors. Banks and 
miners were among the best performing stocks. The FTSE and DAX 
both jumped 2.2% while the CAC was 2.6% higher. 

Banks including Commerzbank, Deutsche Bank, Société Générale, BNP 
Paribas, Crédit Agricole, Royal Bank of Scotland, HSBC, Lloyds 
Banking Group and Barclays rallied. Auto companies Volkswagen, BMW 
and Daimler also advanced along with ThyssenKrupp and 
HeidelbergCement. ArcelorMittal gained after agreeing to sell a 15% 
interest in ArcelorMittal Mines Canada for US$1.1 billion. Resource 
stocks including Eurasian Natural Resources, Rio Tinto, Vedanta 
Resources, Glencore, Anglo American, Kazakhmys, Xstrata, 
Antofagasta and BHP Billiton all were higher on the day. 

In economic news, while China's official purchasing managers' index 
pointed to steady growth in manufacturing activity in December 
according to the China Federation of Logistics and Purchasing (CFLP) 
and the National Bureau of Statistics. The PMI was unchanged at 50.6 
in December. This compares with the Markit PMI reading of 51.5 which 
was released earlier. However, the Eurozone manufacturing sector 
ended the year on a weak footing, with levels of production and new 
orders contracting further in December. The final manufacturing PMI 
slipped marginally to 46.1 in December from 46.2 in November. Activity  

in the German manufacturing sector continued to decrease as both 
output and new orders declined further, and the rate of contraction was 
slightly faster than initially estimated. However, the British manufacturing 
sector unexpectedly returned to growth in December, helped mainly by 
a marked increase in domestic demand. The manufacturing PMI 
climbed to a 15-month high of 51.4 from an upwardly revised 49.2 in 
November. 

In the US, Shares rallied to begin the New Year after a last minute 
agreement was reached to avert the fiscal cliff of tax hikes and spending 
cuts that threatened to derail the economy. The Congressional vote 
avoided steep income tax increases for a majority of Americans but 
failed to resolve a major showdown over cutting the budget deficit, 
leaving investors and businesses with only limited clarity about the 
economy going forward. Spending cuts of US$109 billion in military and 
domestic programs were temporarily delayed, and another fight over 
raising the US debt limit looms. The Dow Jones industrials, S&P and 
Nasdaq were up 2.4%, 2.5% and 3.1% respectively. 

Bank shares gained following news that US regulators are close to 
securing another multibillion dollar settlement with the largest banks to 
resolve allegations that they unlawfully cut corners when foreclosing on 
delinquent borrowers. Bank of America and Citigroup gained. Zipcar 
surged after Avis Budget Group said it would buy Zipcar for about 
US$500 million in cash to compete with larger rivals Hertz and 
Enterprise. Apple was up following a report that the company has 
started testing a new iPhone and a new version of its iOS software. 
Facebook also advanced. Magnum Hunter Resources gained after 
signing a joint operating agreement with privately held Eclipse 
Resources. US Steel climbed after a broker upgrade. 
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Economic data showed US manufacturing ended 2012 on an upswing 
despite fears about the fiscal cliff, but construction spending slipped in 
November for the first time in eight months. 

In the Asia Pacific, shares advanced on the first day of trading in the 
New Year after the US Congress finally agreed to a bipartisan Senate 
backed deal aimed at averting the fiscal cliff. Encouraging economic 
reports from China, South Korea, Taiwan and Singapore also helped 
improve investor sentiment. The official China PMI indicated expansion 
in manufacturing activity at a mild pace in December, while a similar 
survey by HSBC suggested the pace of activity in the manufacturing 
sector hit its fastest rate in the month since May 2011 with a reading of 
51.5. Markets in Japan and China were closed for holidays. 

Both the S&P/ASX and All Ordinaries jumped 1.2% in reaction to the US 
budget deal. BHP Billiton rallied as did Rio Tinto and Fortescue Metals 
Group. Lenders ANZ, Westpac, NAB and Commonwealth advanced as 
did retailers Woolworths and Wesfarmers. In economic news, Australian 
manufacturing activity contracted for the tenth successive month in 
December, the latest results of a leading survey revealed. The 
Australian Industry Group performance of manufacturing index came in 
at 44.3 in the month. 

The Kospi average was up 1.7% to a nearly nine month high, with 
sentiment boosted by the US fiscal cliff deal and some encouraging 
economic data from the manufacturing sector. The Hang Seng recorded 
its best day of trading since September increasing 2.9%. Hong Kong 
also was helped by data which showed that China's manufacturing 
sector expanded for the third month in a row.  

Gold at the afternoon London fixing was up US$36.25 to US$1,693.75. 
Copper futures were up 2.2% to US$3.73. WTI spot crude was up 
US$1.17 to US$92.98. Dated Brent spot crude was up US$1.25 to 
US$112.37. The US dollar was up against the euro, yen and Swiss 
franc. It was down against the pound and the Canadian and Australian 
dollars. The Dollar Index was up 0.1%. The yield on US Treasury 30 
year bond was up 9 basis points to 3.04% while the yield on the 10 year 
note was up 8 basis points to 1.84%. 

Looking forward 
 
Japan’s composite PMI for December is released.  
 
Eurozone November M3 money supply, German December 
unemployment rate and UK December M4 money supply will be posted. 
 
In the US, the ADP December private employment report and weekly 
jobless claims, money supply and Fed balance sheet are on the 
calendar. The Federal Reserve will also release minutes of its 
December meeting. 
 

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. 

 


