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Most European markets rose on expectations of full-scale 
quantitative easing measures. 

Stocks were mixed Tuesday as the month of September and third quarter 
ended. Investors kept a wary eye on the geopolitical situations in Hong 
Kong, Ukraine and the Middle East. 

Equity Markets  

European stocks advanced with the exception of the FTSE on Tuesday. 
Investors expect that the European Central Bank will soon announce full 
scale quantitative easing after the September flash harmonized index of 
consumer prices edged up 0.3% from a year ago. The ECB meets 
Thursday, and while analysts think the Governing Council will wait 
another month, further support for the Eurozone economy appears to 
them to be imminent. 

The FTSE was down 0.4% while the CAC added 1.3%, the DAX was up 
0.5% and the SMI was 0.7% higher. The FTSE was the only index to 
retreat in September, losing 2.9% while the SMI gained the most — 2.0%. 
However, the story was different for the third quarter. Of the major indices, 
only the SMI (up 3.3%) gained on the quarter. 

Next retreated after saying it may trim its annual profit forecast if warm 
weather in the UK continues for the next month. The weather warning put 
pressure on other retailers, with Marks & Spencer and Debenhams both 
declining. Royal Bank of Scotland Group was up after it said it now 
expects lower impairments from bad loans for fiscal year 2014. Stora 
Enso Oyj gained after selling its Corenso business to Powerflute Oyj for 

€90 million. Associated British Foods advanced on a broker upgrade. 
Smiths Group advanced on a broker upgrade. The broker said cost 
cutting, regulatory changes and new management will improve the 
performance of the company’s detection division 

US, stocks declined Tuesday thanks to disappointing economic data and 
declining energy and materials shares. The Dow Jones industrials slipped 
0.2% while the S&P and Nasdaq both lost 0.3%. Investors continue to be 
concerned that the Federal Reserve could increase interest rates sooner 
if data exceeds expectations. The three indices were down in September 
but up for the third quarter. On the month, the Dow edged down 0.3%, the 
S&P lost 0.6% and the Nasdaq, 1.9%. In the third quarter, they were up 
1.3%, 0.6% and 1.9% respectively. 

Consumer confidence unexpectedly declined in September to a four 
month low. The Conference Board’s index decreased to a reading of 86 
from an August reading of 93.4 that was the strongest since October 
2007. The July S&P/Case-Shiller 20 city index increased 6.7% from a 
year ago, the smallest 12-month gain since November 2012. 

Energy shares tumbled as oil futures plunged. Ford Motor dropped after 
saying it will miss a profit forecast for 2014. EBay jumped after the online 
marketplace said it will separate from its payments unit PayPal next year. 
Move rallied after News Corp agreed to buy the owner of real estate 
websites. Apple was up after China approved iPhone 6 sales to begin 
October 17. 

Asian Shares were mixed Tuesday amid fears that pro-democracy 
protests in Hong Kong could weigh down mainland China's slowing 
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economy. Weak Chinese and Japanese data also kept investors cautious 
as the dollar paused for breath after its biggest quarterly gain in six years. 

The Shanghai Composite added 0.3% despite continuing protests in 
Hong Kong and data pointing to a sluggish economy. The index was up 
6.6% in September and 15.4% in the third quarter. However, the Hang 
Seng was down 1.3%, 7.3% in September and 1.1% on the quarter. The 
Hong Kong market will remain closed on Wednesday and Thursday for 
public holidays while those in China will be closed for a week beginning 
on October 1. September manufacturing PMI reading was 50.2, 
unchanged from august but down from the flash estimate of 50.5. Output 
and new orders were both revised down, while the employment and price 
sub-indices were revised up. 

The Nikkei retreated 0.8% thanks to a batch of surprisingly weak data and 
a profit warning from Sumitomo. However, the index gained 4.9% on the 
month and jumped 6.7% in the third quarter. August industrial production 
unexpectedly dropped 1.5% from the previous month and household 
spending fell a steeper than expected 4.7% on the year. It was the fifth 
consecutive monthly decline in household spending. However, the 
unemployment rate dropped to a three month low of 3.5% from 3.8% and 
retail sales rose 1.2% from a year ago. Sumitomo plunged after it slashed 
its annual profit forecast by 96%, citing losses on the US shale project it 
shares with Devon Energy along with sharp declines in iron ore and coal 
prices. Mitsubishi and Mitsui also were down. 

Both the S&P/ASX and All Ordinaries were up 0.5% Tuesday as they 
ignored the dismal data from China and Japan. The S&P/ASX lost 5.9% 
on the month and was down 1.9% on the quarter. The All Ordinaries 
retreated 5.8% and 1.6%. The Kospi was down on the day and month but 
managed to add 0.9% in the third quarter. The Sensex edged up 0.1% on 
the day, was virtually unchanged on the month and up 4.8% on the 
quarter. 

 

Gold at the afternoon London fixing was down US$3.00 to US$1,216.50. 
Copper futures were down 1.6% to US$3.01. WTI spot crude was down 
US$3.17 to US$91.40. Dated Brent spot crude was down US$2.37 to 
US$94.83. The US dollar was up against the euro, yen, pound, Swiss 
franc and the Canadian dollar. However, it declined against the Australian 
dollar. The Dollar Index was up 0.4%. The yield on US Treasury 30 year 
bond was up 3 basis points to 3.21% while the yield on the 10 year note 
was up 1 basis point to 2.50%. 

 
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.  
 
 
Looking forward 

Japan reports third quarter Tankan.  

China releases CFLP manufacturing PMI.  

Australia posts August retail sales.  

September manufacturing PMIs for the Eurozone, Germany, France and 
the UK will be released. Eurozone posts revised second quarter GDP.  

In the US, September ADP private employment report, manufacturing 
PMI and ISM manufacturing survey will be released. August construction 
spending also will be reported.  
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Markets in Hong Kong will be closed on October 1 and 2 while those on 
Mainland China will be shut from October 1 through October 7. 

 

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. 

 

 


