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European markets declined as investors booked profits 

Most stock indices were down Friday on continued uncertainty about the 
Federal Reserve’s bond purchase program. 

Equity Markets  

European stocks dropped as investors took profits while at the same 
time giving in to worries about the future of the Federal Reserve's 
stimulus program. Most European indices fluctuated between gains and 
losses after the Fed spurred uncertainty about whether it will begin to 
taper its bond buying program in coming months. The FTSE dropped 
1.1%, the CAC lost 1.2%, the DAX declined 0.6% and the SMI was 
down 0.9%. The FTSE, CAC and SMI were down 1.1%, 0.2% and 2.7%, 
respectively for the week, while the DAX managed to advance 0.5%. 
While the week’s losses dented monthly gains, all indices were up for 
May except the IBEX. The FTSE and CAC both gained 2.4%, the SMI 
was up 0.5% and the DAX jumped 5.5%. 

In economic news, Eurozone April unemployment rose to a new record 
of 12.2% from 12.1% in March. German retail sales unexpectedly 
declined for the third consecutive month in April and French household 
expenditure on goods was down as well. Italy's unemployment rate 
climbed to its highest level on record in the first quarter. 

Roche Holding retreated for a fifth day after its flu medicine failed to 
show additional benefits when given in a larger dose. Telecom Italia 
sank after UBS said the carrier’s plan to spin off its network unit may be 
a lengthy process. PostNL climbed to a four-month high after the Dutch 
mail-service company raised its profit forecast. Salzgitter dropped after a 
broker downgrade. Deutsche Börse climbed after UBS wrote in a report 
that the exchange will benefit from possible changes to European Union 
proposals on financial transaction taxes. Imagination Technologies 

Group dropped after a broker downgrade. Miners Rio Tinto Group and 
Glencore Xstrata both declined. Lonmin was up extending its biggest 
weekly rally in almost four months after a broker upgrade. 

In the US, stocks dropped in late trading to close sharply lower Friday. 
The S&P 500 posted consecutive weekly losses for the first time since 
November, as investors retreated after a seven month run of gains. 
Traders attributed some of the selling to global index rebalancing and 
reallocation of investments to bonds from stocks. Continued uncertainty 
about the outlook for the Federal Reserve's asset purchase program 
weighed on the markets. However, a desire to protect profits also 
contributed to the exodus late in the session. The Dow Jones industrials 
and S&P were down 1.4% while the Nasdaq lost 1.0%. The three 
indices retreated 1.2%, 1.1% and 0.1% respectively for the week. 
However, they gained 1.9%, 2.1% and 3.8% for the month of May. 

Data on Friday gave mixed signals on the US economy and failed to 
quell speculation about possible actions by the Fed to trim its stimulus 
measures. The Chicago PMI was up more than anticipated but 
consumer spending edged lower in April while inflation was subdued. 
However, consumer sentiment climbed to 84.5 — the highest level since 
July 2007 and above expectations. 

Lions Gate gained after the movie studio topped fiscal fourth quarter 
earnings and revenue estimates, citing strength in its young adult 
franchises and home entertainment and international businesses. Pall 
retreated after lowering an earnings forecast. AIG slid after saying it has 
not received a deposit in the sale of its plane leasing unit. Newfield 
Exploration dropped after Chairman Lee Boothby filed with the 
Securities and Exchange Commission to sell 15,103 shares of the oil 
producer. Monsanto declined after Japan suspended wheat imports 
from the US, where the government discovered an unapproved, 
genetically modified strain growing in an Oregon field. Scientists said the 
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rogue wheat was a strain tested from 1998 to 2005. South Korea also 
increased inspections of feed wheat imports from the US. Palo Alto 
Networks dropped after it said sales in the fiscal fourth quarter ending in 
July will be US$106 million to US$110 million. The average analyst 
projection called for revenue of US$113.7 million. Dell climbed as 
shareholders sued founder Michael Dell, the company’s board and 
private equity partners over their bid to take the computer maker private. 

Asian stocks were mixed Friday ahead of a slew of US economic 
reports due later in the global day. The Nikkei was 1.4% higher, 
rebounding from the 5.1% plunge the previous day, after reports said 
the nation's pension fund is considering a more flexible approach that 
would boost its equity holdings. Sony gained on reports it plans to adopt 
Daniel Loeb's proposal for an initial public offering of its entertainment 
unit to focus more on the electronics unit. Brokerages Daiwa Securities 
Group and Nomura declined along with Nippon Yusen KK, limiting the 
rebound in the broader market. The Nikkei dropped 5.7% on the week 
and was down 0.6% in May. 

Australian shares ended a volatile session marginally lower despite 
strength in miners. Both the S&P/ASX and All Ordinaries ended down 
0.1%. Banks including Westpac, Commonwealth and NAB were lower. 
However, BHP Billiton and Rio Tinto advanced, supported by a rise in 
copper and other precious metal prices. The All Ordinaries was down 
1.0% for the week and lost 4.9% for the month of May while the 
S&P/ASX lost 1.0% and 5.0% respectively. 

The Shanghai Composite was down 0.7% ahead of official 
manufacturing PMI data due on Saturday, while the Hang Seng eased 
0.4%. The Shanghai Composite was 0.5% and 5.6% higher for the week 
and month. The Kospi was flat on the day. The index was 1.4% higher 
on the week and was 1.9% on the month. Gains in technology and auto 
stocks offset losses in banks and utilities. 

The Sensex was down 2.3% after the RBI indicated it has limited room 
for further monetary easing at its June 17 policy meeting. The Sensex 
was up 0.3% on the week and 1.3% in May.  Meanwhile, first quarter 
gross domestic product expanded 4.8% annually in the first quarter after 
rising by revised 4.7% in the fourth quarter. GDP growth fell to a 

decade's low of 5% in the fiscal year 2012-13, much slower than the 
6.2% expansion seen in 2011-12. 

 

Gold at the afternoon London fixing dropped US$19.00 to US$1,394.50. 
Copper futures were down 0.7% to US$3.29. WTI spot crude was down 
US$1.64 to US$91.97. Dated Brent spot crude was down US$1.80 to 
US$100.39. The US dollar was up against the Canadian and Australian 
dollars. However, it declined against the euro, yen, pound and the Swiss 
franc. The Dollar Index was up 0.4%. The yield on US Treasury 30 year 
bond was up 1 basis point to 3.28% while the yield on the 10 year note 
was up 2 basis points to 2.13%. 
 

Looking forward 
 

Monday — Australia releases April retail sales. May Markit 
manufacturing PMIs will be released for China, Japan, the Eurozone 
and member states, the UK and US. The US posts April construction 
spending and May ISM manufacturing index. 

Tuesday — The Reserve Bank of Australia publishes is monetary policy 
decision. The Eurozone posts April producer price index while in the UK, 
May construction PMI is expected. The US and Canada release April 
international trade data. 

Wednesday — Australia posts first quarter gross domestic product. 
Composite PMIs will be posted for Japan, China, the Eurozone, France 
and Germany. The UK’s services PMI also is expected along with May 
M4 money supply. The Eurozone publishes its preliminary estimate of 
first quarter gross domestic product and April retail sales. May ADP 
employment report, first quarter productivity and costs, April factory 
orders and May ISM nonmanufacturing index are on the US calendar. 
The Federal Reserve publishes its Beige Book in preparation for its 
June 18th and 19th FOMC meeting. 

Thursday — Australia’s April merchandise trade balance is due. Both 
the Bank of England and the European Central Bank publish their 
monetary policy decisions. French first quarter ILO unemployment is on 
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tap along with April German manufacturing orders. In the US, weekly 
jobless claims, money supply and Fed balance sheet are on the 
calendar. 

Friday — France, Germany and the UK release their merchandise trade 
balances. Germany also releases April industrial production. Canada 
publishes its May labour force survey. The US releases its May 
employment situation and consumer credit reports. 

 

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. 


