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European markets slid on weak economic data 

Most stock indices followed here were down on Friday and for the first 
month of 2014. Disappointing earnings and worries over emerging 
markets continued to dent investors’ taste for risk. 

Equity Markets  

The majority of European markets ended Friday's session in negative 
territory. Eurozone January inflation slowed unexpectedly to an annual 
increase of only 0.7% leading investors to worry about the possibility of 
deflation in the region. Inflation has been below the European Central 
Bank's target of below, but close to 2% for twelve consecutive months. 
The unexpected decline in German retail sales also contributed to the 
negative mood among investors. 

The FTSE lost 0.4% on the day, 2.3% on the week and 3.5% on the 
month. The CAC was down 0.3% Friday but managed to edge up 0.1% 
for the week. However, the index still was down 3.0% in January. The 
DAX recorded losses across the board — it was down 0.7% Friday, 0.9% 
on the week and 2.6% on the month. The SMI slipped 0.2% on Friday and 
0.1% both on the week and month. 

Fresenius declined on a broker downgrade as did Deutsche Bank. E.ON 
advanced on an upgrade. RWE also gained. In Paris, Crédit Agricole, 
Société Générale and BNP Paribas retreated. LVMH gained after 
reporting annual results. Vedanta Resources declined after it reported 
that its oil & gas production for the third quarter increased 10% from last 
year, but revenue declined 3%. BT Group was up after it posted an 

increase in profit for the third quarter. Diageo declined on a broker 
downgrade as did BAE Systems. Imperial Tobacco climbed on a broker 
upgrade. 

US stocks were down on Friday and for the week. Shares dropped sharply 
when markets here opened and fluctuated over the course of the trading 
day. However, they maintained a negative bias throughout the session. 
The Dow Jones industrials were down 0.9% for the day and 1.1% for the 
week. The S&P lost 0.6% Friday and 0.4% on the week. The Nasdaq 
declined 0.5% and 0.6% on the week. In January, the Dow, S&P and 
Nasdaq lost 5.3%, 3.6% and 1.7% respectively. The loss was Nasdaq’s 
worst monthly percentage decline since October 2012. 

The weakness was due partly to disappointing quarterly results from 
Amazon and Mattel. Shares of Amazon tumbled after the online retailer 
reported weaker than expected fourth quarter results. The company also 
warned of a possible operating loss in the current quarter. Mattel also 
dropped after reporting fourth quarter earnings and revenues that came 
in below analysts’ estimates. Disappointing guidance from Wal-Mart also 
weighed on the markets, as the company said it now expects its fourth 
quarter underlying earnings to be at or slightly below the low end of its 
previously forecast range. On the other hand, shares of Google moved 
higher after it reported weaker than expected fourth quarter earnings but 
stronger than expected revenue growth. Chevron declined after reporting 
weaker than expected fourth quarter revenues. MasterCard slid after it 
reported fourth quarter profit that missed analysts’ estimates as expenses 
climbed 11%. Chipotle Mexican Grill jumped after it said fourth quarter 
profit rose 30% as more customers visited its stores. 
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In economic news, December personal spending increased by 0.4% — 
more than expected — even though personal income came in virtually 
unchanged. January Chicago PMI reading eased from a very strong 
revised 60.8 to a still very strong 59.6. The final reading of the University 
of Michigan consumer sentiment was an upwardly revised 81.2 from the 
preliminary estimate of 81.0 

Asian stocks struggled to find direction as emerging market worries 
weighed on investors and most markets in the region, including China, 
Hong Kong, Indonesia, Malaysia, Singapore, South Korea and Taiwan 
were closed for the Lunar New Year holidays. 

The Nikkei was down 0.6% — a 2 1/2-month low — as the yen's strength 
offset positive sentiment generated from solid US growth data along with 
upbeat economic reports domestically. On the week, the index sank 3.1% 
and lost 8.5% in January. Traders perused a raft of mostly encouraging 
economic data, which showed progress towards a model of sustainable 
growth and moderate inflation. The consumer price index increased 0.4% 
in 2013 on the year, marking its first increase in five years. Industrial 
output grew a seasonally adjusted 1.1% in December from the previous 
month following the 0.1% contraction in November. Average monthly 
household spending, a key indicator of private consumption, was up an 
annual 0.7% in December while the unemployment rate declined to a six 
year low of 3.7% in December from 4.0% in the previous month. 

Sharp retreated after rallying 6% earlier in the day on a Nikkei report that 
the firm will post an operating profit of about ¥100 billion for the year 
ending March. However, Bridgestone, Daiwa Securities, JFE Holdings, 
Advantest and Fast Retailing declined. Fujifilm Holdings and Japan 
Tobacco soared after the companies lifted their profit forecasts. NEC was 
up after its April through December operating profit beat estimates. 
Konica Minolta climbed after the company announced a share buyback. 

The S&P/ASX was virtually unchanged on the day and down 1.0% on the 
week while the All Ordinaries edged up 0.1% and was down 0.9%. Both 
lost 2.8% on the month. Banks and miners were mixed on the day. In 
economic news, the producer price index was up 0.2% in the fourth 
quarter of 2013 compared to the previous three months. Elsewhere, the 

Sensex edged up 0.1%, with realty and technology stocks pacing the 
gains. On the week, the Sensex was down 2.9% and retreated 3.1% in 
January. 

Gold at the afternoon London fixing was up US$8.50 to US$1,251.00. 
Copper futures were unchanged at US$3.20. WTI spot crude was 
unchanged at US$97.49. Dated Brent spot crude was down US$1.64 to 
US$106.31. The US dollar was up against the euro, pound, Swiss franc 
and the Australian dollar. However, it declined against the yen and the 
Canadian dollar. The Dollar Index was up 0.3%. The yield on US Treasury 
30 year bond was down 3 basis points to 3.60% while the yield on the 10 
year note declined 5 basis points to 2.64%. 

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 

Monday — Manufacturing PMIs will be released for France, Germany, 
Eurozone, UK and the US along with the JPMorgan Global. Canada 
releases its industrial product price index. In the US, December 
construction spending and the ISM manufacturing index will be posted. 
Janet Yellen will be formally sworn in as Chair of the Federal Reserve. 

Tuesday — The Reserve Bank of Australia publishes its monetary policy 
decision. Italy posts its January consumer price index and December 
industrial production. The Eurozone releases the December producer 
price index. Factory orders for December are on tap in the US. 
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Wednesday — Japan, China, France, Germany and the Eurozone publish 
their respective services and composite PMIs for January. JP Morgan will 
publish its services and composite PMIs. The UK and US release their 
January services PMIs. The Eurozone also releases December retail 
sales. In the US, the January ADP employment report is expected along 
with the ISM nonmanufacturing index. 

Thursday — December merchandise trade and retail sales data are 
expected for Australia. The Bank of England and the European Central 
Bank announce their monetary policy decisions. Germany’s December 
manufacturing orders will be released. December international trade data 
for Canada and the US are on tap. Fourth quarter productivity and costs 
is on the calendar along with weekly jobless claims, money supply and 
Fed balance sheet data. 

Friday — December merchandise trade for Germany, France and the UK 
will be released. Industrial production for Germany and the UK for 
December will also be released. Canada releases its January labour force 
survey and the US posts its employment situation and consumer credit 
reports. 

 

 

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. 
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