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European markets ended the month in negative territory  

Indices were mixed Friday. All indices covered here closed lower for the 
month of June. Quarterly results were mixed. 

 

Equity Markets  

With the exception of the SMI which managed to edge up 0.1% on the 
day, other European indices declined. All were down for the month in 
June while only the CAC (up 0.2%) and DAX (up 2.1%) managed to 
gain in the second quarter. The weakness in US markets weighed on 
European investors. For the day, the FTSE and DAX each lost 0.4% and 
the CAC was down 0.6%. 

MunichRe declined on a broker downgrade and Allianz also finished 
down despite a broker upgrade. ThyssenKrupp increased following a 
German newspaper report that stated that the RAG trust may acquire a 
stake in the company. Nordex declined after saying it would cease 
nacelle production at its Jonesboro, Arkansas facility after orders in its 
current pipeline are completed. Among banks, Commerzbank gained 
while Deutsche Bank, Société Générale, Crédit Agricole and BNP 
Paribas retreated. Vodafone advanced on a broker upgrade. Pearson 
climbed due to media reports that the Financial Times unit was in talks 
to be acquired. The company later denied the report. Barclays, Royal 
Bank of Scotland and Standard Chartered were down. Shares of 
Heineken declined on a broker downgrade. 

 

 

 

In the US, stocks were volatile on the last day of the week, month and 
quarter, bouncing back and forth across the unchanged line. The Dow 
Jones industrials and S&P were down 0.8% and 0.4% respectively while 
the Nasdaq was virtually unchanged. For the week, the Nasdaq gained 
1.4%, while the Dow and the S&P were up by 0.7% and 0.9%. The three 
indices were up for the quarter. 

Trading was choppy as market players expressed uncertainty about the 
outlook for the markets following the volatility shown over the past two 
weeks. In the past week, stocks have rallied and Treasury yields have 
declined, as central bank officials in China, Europe and from the Federal 
Reserve have tried to quash fears that a winding down of stimulus 
programs was imminent. Early in the day, some negative sentiment was 
generated by the June Chicago PMI. After soaring in May to a reading of 
58.7 it slowed to a pace of 51.6. However, the final consumer sentiment 
index from the University of Michigan was upwardly revised to 84.1 from 
the preliminary reading of 82.7. 

Accenture slumped after saying fiscal fourth quarter revenue will be 
US$6.7 billion to US$7 billion missing analysts’ estimates. International 
Business Machines also declined. BlackBerry dropped the most in 12 
years after reporting a surprise quarterly loss. Health care and phone 
company shares retreated while energy stocks and companies that rely 
on consumer discretionary spending gained. Molycorp jumped after the 
company said the US Securities and Exchange Commission 
recommended no enforcement action be taken after completing an 
investigation into Molycorp’s public disclosures. 
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Asia Pacific shares mostly advanced in contrast to those in the US and 
Europe. Sentiment was boosted by upbeat data out of the US and 
Japan and comments from Fed officials assuaging investors' fears over 
an early end to the Fed's bond buying. While stocks were up for the 
week, they declined across the board for the month of June. Quarterly 
results were mixed with only the Nikkei and Sensex advancing. 

The Nikkei jumped 3.5% to its highest level since May 31, on easing 
stimulus tapering concerns and a weaker yen. The yen retreated as 
upbeat US and Japanese data prompted investors to buy stocks. Core 
consumer prices were flat in May compared with a year earlier, marking 
the first time they stopped falling in seven months. At the same time, 
industrial production climbed a seasonally adjusted 2.0% in May, 
expanding for the fourth straight month and beating forecasts for an 
increase of 0.2%, while retail sales gained a seasonally adjusted 1.5% 
from the previous month. Housing starts rose 14.5 on the year 
compared with an expected 6.1% gain. However, the unemployment 
rate was unchanged at a seasonally adjusted 4.1% in May and 
household spending declined 1.6% on the year. 

The Shanghai Composite was up 1.5% led by property developers as 
credit crunch fears abated. People's Bank of China Governor Zhou 
Xiaochuan reiterated the Bank’s pledge to maintain prudent monetary 
policy and conduct pre-emptive adjustments and fine tuning in an 
appropriate manner. The Hang Seng climbed 1.8% on bargain hunting, 
ending a six week losing streak. However, both the S&P/ASX and All 
Ordinaries slipped 0.2%. Metals and banks were mixed. The Kospi 
rallied 1.6% on foreign buying amid easing concerns over Fed policy 
and the Chinese economy. The Sensex was 2.8% higher on the day 
after the government approved a gas price increase for the first time in 
three years. 

 

 

 

Gold at the afternoon London fixing dropped US$40.75 to US$1,192.00. 
Copper futures were down 0.1% to US$3.06. WTI spot crude was down 
49 US cents to US$96.56. Dated Brent spot crude was down 66 US 
cents to US$102.16. The US dollar was up against the euro, yen, pound 
and the Canadian and Australian dollars. It was virtually unchanged 
against the Swiss franc. The Dollar Index was up 0.3%. The yield on US 
Treasury 30 year bond was down 3 basis points to 3.50% while the yield 
on the 10 year note was up 2 basis points to 2.49%. 

 

 

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. 


