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Market Commentary – 1 February 2013 

 
 

European markets fall on mixed earnings and economic data 

Shares were mixed as investors evaluated the latest earnings reports 
along with those for economic data. They all were waiting for the US 
employment situation report due 8:30 ET Friday morning. 

Equity Markets  

European share indices declined on the last day of the month (with the 
exception of the MIB which was up 0.9%). A combination of mixed 
earnings reports and mixed economic data weighed on investor 
sentiment. It also was the first opportunity for investors here to react to 
Wednesday’s FOMC announcement. Investors will now turn their 
attention to the US January employment report, due Friday. The FTSE 
was down 0.7% but jumped 6.4% for the month of January. The CAC 
slid 0.9% on Thursday but gained 2.5% on the month. The DAX dropped 
0.5% and was up 2.2%. The SMI was virtually unchanged on the day 
and soared 8.3% for the month. 

Bayer declined after France's health regulator said it is considering 
suspending sales of its Diane 35 acne treatment. Infineon Technologies 
increased after the semiconductor maker reported quarterly results on 
expected lines and backed its full year revenue outlook. Deutsche Bank 
advanced despite reporting a fourth quarter loss. Essilor International 
finished lower after a broker downgrade. Rio Tinto was up after it 
announced that it remains on track to start production at its Oyu Tolgoi 
copper-gold project in Mongolia by the middle of the year, contrary to 
reports that it might temporarily halt construction because of political 
issues. Royal Dutch Shell declined after the company reported a 
marginal rise in fourth quarter profit, helped by a slight growth in 
revenues. AstraZeneca dropped after the company warned that 
revenues and earnings will continue to decline through 2013, due to the 

expiration of drug patents. Diageo climbed after reporting a sharp profit 
increase for the half year. 

In economic news, Germany's unemployment fell unexpectedly in 
January. Germany's retail sales declined 1.7% in December from a 
month ago. France's producer prices were up 1.6% on the year. French 
household spending remained flat in December following a 0.2% 
increase in November. 

In the US, Shares declined after a mixed economic data. The Dow 
Jones industrials were down 0.4% on the day but jumped 5.1% in 
January. The S&P slid 0.3% but was up 5.0% on the month. The 
Nasdaq was virtually unchanged Thursday but was 4.1% higher on the 
month. 

Qualcomm advanced after the company beat expectations for quarterly 
profit and revenue and raised its targets for the year. Facebook declined 
a day after the company said it doubled its mobile advertising revenue in 
the fourth quarter. However, growth trailed some of the more aggressive 
estimates. UPS was down after reporting fourth quarter earnings that 
were below estimates and forecasting weaker than expected profit for 
2013. Constellation Brands tumbled after the US Justice Department 
moved to stop Anheuser-Busch InBev from buying the half of Mexican 
brewer Grupo Modelo that it does not already own. Constellation would 
have distributed Corona beer in the United States if the transaction had 
been approved. Kirby and Ryder Systems climbed after posting 
quarterly results. Slot machine maker WMS Industries surged after the 
company agreed to be acquired by Scientific Games for US$26 per 
share in cash. Scientific Games jumped. MasterCard gained after 
reporting earnings and revenue that exceeded expectations as 
consumers used credit cards more during the holiday shopping season 
than they did the previous year. 
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Investors weighed a mixed bag of economic data. The reports followed 
a preliminary Wednesday reading that showed surprise contraction in 
the US economy. The Chicago purchasing managers' index for January 
rose to 55.6, compared with expectations of 50. A reading above 50 
indicates expansion. Personal income was up more than expected in 
December — the gain was driven by a big jump in dividend income, as 
companies sped up dividend payments to avoid possible tax increases 
shareholders could face in 2013. Personal spending increased and was 
in line with expectations. Initial claims for jobless benefits in the latest 
week were higher than expected as problems with the seasonal 
adjustment program continued. 

In the Asia Pacific region, stocks were mostly lower for the day as weak 
US GDP figures coupled with tepid growth in Japan's industrial output 
weighed on sentiment. The results overshadowed optimism over the 
outcome of the Federal Reserve's monetary policy meeting. 
 
The Nikkei was up 0.2% after reversing early losses to end at a fresh 
33-month high. The index was up 7.2% for the month of January. Mitsui 
O.S.K. Lines soared even though the company revised down its 
operating profit outlook for fiscal year 2012 ending March 31, 2013. 
Sumitomo Mitsui Financial Group jumped after posting a 34% increase 
in profit for the nine months through December. Mitsubishi UFJ Financial 
Group, Mizuho Financial Group, Nomura and Daiwa Securities Group 
advanced. Nomura reported a 13% gain in third quarter net profit, while 
revenue and income before income taxes fell slightly. Honda Motor 
shares posted a sharp increase in quarterly earnings, but trimmed its full 
year forecast. Advantest declined after posting a quarterly loss. Canon 
was down after reporting profit well below forecasts. December 
seasonally adjusted industrial production was up 2.5%, well shy of 
forecasts for an increase of 4.1%. 
 
The S&P/ASX 200 and All Ordinaries both slid 0.4%. On the month the 
former was up 4.9% and the latter, 5.1%. On the day, miners declined 
while banks slipped. The Kospi slipped 0.1% on the day and was down 
1.8% in January. On the day, losses in banks and insurers offset a 
rebound in automakers after the government warned of stronger capital 
flow controls to curb speculation in the currency market. The Shanghai 
Composite was up 0.1% and was 3.6% higher on the month while the 

Hang Seng was down 0.4% on the day but gained 4.7% on the month. 
In Hong Kong, Lenovo Group declined despite releasing above 
expectations third quarter results due to continued sales growth. 
 
Gold at the afternoon London fixing dropped US$12.75 to US$1,664.75. 
Copper futures were down 0.4% to US$3.74. WTI spot crude was down 
44 US cents to US$97.50. Dated Brent spot crude was up 69 US cents 
to US$115.59. The US dollar was down against most of its major 
counterparts. However, it advanced against the yen. The Dollar Index 
slipped 0.1%. The yields on the US Treasury 30 year bond and 10 year 
note slipped 1 basis point to 3.17% and 1.99% respectively. 
 

Looking forward 
 
Japan releases December unemployment and household spending 
data. China posts both the January CFLP PMI and the final for the 
Markit manufacturing PMI. Australia’s fourth quarter producer price 
index is expected.  
 
January manufacturing PMIs will be released for the Eurozone, France, 
Germany, UK and US. Eurozone’s January flash harmonized index of 
consumer prices and December unemployment are on tap.  
 
The US calendar lists January employment situation, December 
construction spending and January data for consumer sentiment and 
ISM manufacturing index. 
 

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. 

 


