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Stocks advance as Yellen’s statement signals support 

Most stocks advanced Monday as they awaited the European Central 
Bank’s monetary policy announcement on Thursday and the US 
employment report Friday. Chair Janet Yellen soothed anxious investors 
by saying the US economy still needs support from the Fed 

Equity Markets  

European shares were mixed Monday. They were unable to sustain early 
gains despite mounting speculation that the European Central Bank will 
offer stimulus to combat low inflation Thursday when the Governing 
Council meets. The FTSE and DAX lost 0.3 percent while the CAC 
declined 0.4 percent. The SMI gained 1.0 percent. For the quarter, only 
the FTSE retreated. 

ING Groep NV gained after the Dutch bank said it will resume paying 
dividends in 2015. Novartis advanced after it ended a late stage clinical 
trial of a chronic heart failure drug early following strong results. Phoenix 
Solar gained after it reported a narrower loss for 2013 and expects 
earnings this year. Bayer retreated after the company announced the sale 
of its patents for carbon nanotubes and graphenes to FutureCarbon 
GmbH for undisclosed terms. SMA Solar was down on a broker 
downgrade. Filtronic dropped after it said that overall it expects to be 
broadly breakeven at the operating profit level for fiscal 2014. Babcock 
advanced in heavy trade after the engineering contractor and its U.S. peer 
Fluor were named preferred bidders for a 14-year, £7 billion contract to 
manage the decommissioning of Britain's nuclear sites. Delhaize Group 
advanced after a broker upgrade. RWE retreated on a broker downgrade. 

March flash Eurozone inflation slowed more than expected. The 
harmonized index of consumer prices was up 0.5 percent from a year 
ago. Germany’s February retail sales jumped a much better than 
anticipated 1.3 percent on the month. 

US stocks here were up on the final trading day of the quarter. The Dow 
Jones industrials and S&P were up 0.8 percent while the Nasdaq added 
1.0 percent. However, only the Dow retreated for the quarter. All 10 major 
sectors within the S&P were higher, though the gains were led by 
technology, industrial and health care stocks. Biotechnology stocks which 
have been hit hard in recent sessions rebounded. Traders said volumes 
were relatively light. 

In corporate news, Biogen Idec gained after the company and its partner 
said the U.S. Food and Drug Administration approved its hemophilia B 
treatment. Software stocks performed well, with Oracle and Microsoft 
advancing. Lululemon rallied on a broker upgrade. General Motors 
retreated after CEO Mary Barra apologized for the automaker's ignition 
issue ahead of Tuesday's meeting with Congress. Johnson & Johnson 
advanced after it accepted a $4.15 billion offer from Carlyle Group to 
acquire its Ortho-Clinical Diagnostics business. 

In a speech earlier today, Fed Chair Janet Yellen said that the economy 
still needs extraordinary support and would for quite some time. This 
essentially means that the Fed’s exceptionally low policy rates will 
continue. However, she did say that recovery aid "need not grow as 
quickly." This was interpreted to mean that the Fed will continue to curtail 
its bond purchases. Ms Yellen stated that the economy is still short of the 
Fed's jobs and inflation goals. She noted that inflation is well below the 
goal of 2 percent and that an unemployment rate of 5.2 to 5.6 percent is 
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consistent with maximum employment. She stated that the labour market 
is worse than indicated by the latest unemployment rate number of 6.7 
percent. Chair Yellen said she has a strong commitment to maintaining 
extraordinary support. 

Most Asian stock indices ended the quarter on a positive note ahead of 
Japan’s sales tax increase from 5 percent to 8 percent and final Chinese 
manufacturing PMI data on April 1. Japanese shares were up 0.9 percent 
on the last day of the fiscal year while the Shanghai Composite declined 
0.4 percent. On the quarter, the stock indices were mixed. The Nikkei, 
Hang Seng and the Shanghai Composite declined while those in Australia 
and Singapore and India advanced. 

Japanese shares were up as a weaker yen overshadowed disappointing 
industrial production data, which showed that output contracted a 
seasonally adjusted 2.3 percent in February. March manufacturing PMI 
expanded at a slower pace. Exporters including Canon, Fujitsu, Hitachi, 
Kyocera and Panasonic were up. Aeon was up on reports the retailer will 
roll out smartphone services from April 4. SoftBank, which owns a stake 
in Alibaba Group, was up after the Chinese e-commerce firm agreed to 
make a strategic investment of HK$5.37 billion in Chinese mall operator 
Intime Retail (Group) Co. Automakers Honda Motor, Nissan Motor and 
Mazda Motor climbed after Japan's automobile production increased for 
the sixth consecutive month in February according to the Japan 
Automobile Manufacturers' Association. 

Chinese shares declined modestly, reversing earlier gains, as investors 
offloaded shares of companies linked to Shanghai's free trade zone after 
recent sharp gains. The Shanghai Composite dropped 0.4 percent ahead 
of Chinese official manufacturing PMI alongside HSBC's final reading for 
March due in the Tuesday global market day. The Hang Seng Index rose 
0.4 percent. 

The S&P/ASX was up 0.5 percent while the All ordinaries gained 0.7 
percent. Banks advanced across the board as investors waited for the 
outcome of Tuesday's Reserve Bank of Australia’s monetary policy 
meeting. The Kospi edged up 0.2 percent as did the Sensex 

Gold at the afternoon London fixing was down US$3.00 to US$1,291.75 
Copper futures were down 0.4% to US$3.03. WTI spot crude was down 
17 US cents to US$101.50. Dated Brent spot crude was down 33 US 
cents to US$107.74. The US dollar was up against the yen. It was down 
against the euro, pound, Swiss franc and the Canadian and Australian 
dollars. The Dollar Index was down 0.2%. The yield on US Treasury 30 
year bond was up 1 basis point to 3.56% while the yield on the 10 year 
note was unchanged at 2.72%. 

 
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 posts first quarter Tankan. March CFLP and Markit manufacturing 
PMIs will be released for China.  

Both the Reserve Bank of Australia and Reserve Bank of India publish 
their monetary policy decisions.  

Germany releases March unemployment while the Eurozone posts 
February unemployment. March manufacturing PMIs are released for the 
Eurozone, Germany, France, the UK, US along with the global PMI.  

Also in the US, March ISM manufacturing index and February 
construction spending will be released 
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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. 
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