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BG Group issues production warning, pushes European 
markets down 

Markets in the Asia Pacific region were mostly up while those in Europe 
declined. US markets, which were open for the first day this week were 
mixed. 

Equity Markets  

European shares were down after disappointing earnings reports from 
of BG Group, ArcelorMittal and Barclays. Although markets were initially 
positive, they reversed direction in afternoon trading. The FTSE, CAC, 
DAX and SMI were down 1.1%, 0.9% 0.3% and 0.6%, respectively. In 
October, the FTSE, CAC and DAX advanced 0.7%, 2.2% and 0.6%. The 
SMI was virtually unchanged on the month. 
 
Air France-KLM advanced after reporting higher third quarter earnings, 
thanks to its restructuring initiatives. ArcelorMittal retreated after posting 
lacklustre third quarter results and slashed its dividend for 2013 to 20 
US cents per share from 75 US cents per share in 2012. Total declined 
after the company reported a 20% increase in its third quarter net 
adjusted profit. Barclays dropped after the bank reported a loss for its 
third quarter. BG Group plunged after the company reported an increase 
in its third quarter profit, but warned that there will be no output growth in 
2013 due to project delays. 
 
In economic news, the September Eurozone unemployment rate 
climbed to 11.6% from 11.5% in August. October flash harmonized 
index of consumer prices eased to 2.5% from a year ago from 2.6% in 
September. Germany's September retail sales jumped 1.5% from 
August, which was faster than expectations for 0.3% growth. French 
consumer spending edged up 0.1% on the month following a 0.8% 
decline in August. 

Investors' attention was also on Greece. In a statement, Eurozone 
finance ministers said they would continue discussions on Greece's loan 
program at their November 12 meeting in Brussels. The ministers said 
they will reach a decision on further aid for Greece only if the country 
complies with a set of promises before that date. The statement called 
on the Greek authorities to "solve remaining issues so as to swiftly 
finalize the negotiations with the troika institutions." 
 
In the US, after two days in the dark thanks to hurricane Sandy, markets 
opened on Wednesday. The main US markets were shut on Monday 
and Tuesday. The New York City financial district was flooded and 
without electrical power following hurricane Sandy. Most of the financial 
district remains dark with the exception of the NYSE. The reopening 
came as a relief to investors as most portfolio managers tried to reduce 
their exposure to stocks before the key US employment data on Friday 
and the presidential election on November 6th. On the day Dow Jones 
industrials and S&P were unchanged while the Nasdaq was down 0.4%. 
For October, the Dow, S&P and Nasdaq declined 2.5%, 2.0% and 4.5% 
respectively. 
 
Investors bought companies that stand to benefit from home repairs 
such as Home Depot and Lowe's. Generator manufacturer Generac 
Holdings surged, building on a rally that started before Sandy. The 
company reported earnings Tuesday evening and said the rest of the 
year would be better than expected because of increased demand for 
home generators. 
 
In earnings news, GM shares advanced after the company’s third 
quarter results beat analysts’ estimates. The largest carmaker in the US 
by revenues earned solid profits in the domestic business but was 
weighed down by losses in Europe. Rival Ford’s shares also gained with 
investors responding to the carmaker’s earnings results released on 
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Tuesday while markets were still closed. The company reported robust 
profits, also driven by sales in North America, and earnings per share 
beat consensus estimates. Apple declined after the company’s chief 
executive Tim Cook reshuffled his top management. Facebook slid after 
the expiration of a lockup period that had prevented some employees 
from selling stock. Walt Disney declined after it agreed to buy filmmaker 
George Lucas's Lucasfilm and its "Star Wars" franchise for US$4.05 
billion in cash and stock. MasterCard shares were higher as the credit 
card payment company announced its third quarter results, beating 
consensus estimates. The company increased its operational volumes 
thanks to increased consumer spending. 
 
Gold at the afternoon London fixing was up US$9.00 to US$1,719.00. 
Copper futures were up 0.4% to US$3.52. WTI spot crude was up 54 
US cents to US$86.11. Dated Brent spot crude was down 81 US cents 
to US$109.53. The US dollar was up against the yen. It was down 
against the pound Swiss franc and Australian dollar. It was virtually 
unchanged against the euro and Canadian dollar. The Dollar Index was 
virtually unchanged. The yields on US Treasury 30 year bond and 10 
year note were up 0.1% to 2.86% while the yield on the slipped 4 basis 
points to 1.69%. 
 
In the Asia Pacific region, most shares advanced as positive US 
housing data and South Korean industrial output along with expectations 
that the Bank of Japan will act again in the coming months to support 
the faltering economy lifted investor risk appetite. For the month of 
October, stocks were mixed with the All Ordinaries, Nikkei and Hang 
Sang up 2.9% 0.7% and 3.8% respectively. However, the Kospi, STI, 
Shanghai Composite and Sensex declined 4.2%, 0.7%, 0.8% and 1.4%. 
 
The Nikkei rebounded 1.0% on the day after the yen stabilized, boosting 
sentiment after hitting a one week high against the dollar on Tuesday. 
The Nikkei recovered from a sharp sell-off towards the end of Tuesday's 
session amid the market's initial dissatisfaction with the Bank of Japan's 
latest easing moves. The recovery came after investors had a chance to 
digest the BoJ’s policy moves, with analysts pointing to an 
unprecedented joint statement between the Bank of Japan and the 
government which emphasized their commitment to reduce deflation. 

Export linked Fanuc, Honda Motor and TDK rallied. Hitachi was up after 
maintaining its full year guidance. It also said that it would buy the UK’s 
Horizon nuclear project from German energy giants RWE and E.ON for 
US$1.12 billion. Komatsu climbed after it maintained its full year 
guidance. Fuji Heavy Industries soared after raising its group operating 
forecast. 
 
The Shanghai Composite was up 0.3% ahead of manufacturing PMI 
data due to be released Thursday while the Hang Seng added 1.0%, led 
by Industrial and Commercial Bank of China after the bank beat 
estimates with a 15% increase in quarterly net profit. Both the S&P/ASX 
200 and the All Ordinaries ended the session up 0.7% each. Miners 
were mixed while banks advanced. The Kospi was up 0.7% after 
industrial output increased for the first time in four months. Industrial 
production increased a seasonally adjusted 0.8% from the previous 
month in September. 
 
Looking forward 
 
Both the CFLP and Markit/HSBC October manufacturing PMIs will be 
released by China. The UK will release its October PMI as well.  
 
On the US calendar are October ADP employment report, Markit 
manufacturing PMI, ISM manufacturing index, consumer confidence 
(postponed from Tuesday) and September construction spending. 
Weekly data for jobless claims, money supply and Fed balance sheet 
are also on tap. 
 

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. 
 

 
 

 

 


