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Strong German data supported European markets 

Markets were mixed Friday and for the week. Despite mostly favourable 
economic data, investors’ morale was dampened by the situation in 
Ukraine. 

Equity Markets  

European shares were mixed Friday as investors watched developments 
in Ukraine. However, better than expected German data helped to push 
shares up. The DAX jumped 1.1% on much better than anticipated retail 
sales in January — they jumped 2.5% on the month. The CAC and SMI 
were up 0.3% and 0.1%, respectively. Only the FTSE retreated 0.6% on 
the day, dragged down by a disappointing earnings report from Pearson. 
The FTSE lost 0.4% on the week but was up 4.6% for the month of 
February. The CAC, DAX and SMI were up 0.6%, 0.4% and 0.5%, 
respectively, on the week. In February, the three indices gained 5.8%, 
4.1% and 3.5%, respectively. 

Commerzbank advanced on a broker upgrade. Bayer advanced after it 
reported that its fourth quarter net income advanced by 24.3% to €455 
million. Salzgitter was down after reporting a sharply wider loss for the 
year. Total advanced on a broker upgrade. Pearson shares dropped after 
the company reported lower profit and revenues for 2013 and said it 
expects lower earnings in fiscal 2014. Old Mutual advanced after it 
reported a higher pre-tax profit for 2013 and boosted its final dividend by 
14%. William Hill was up after it reported 16% growth revenue growth in 
2013. Mondi gained after it reported higher annual profit. 

Investors kept close tabs on Ukraine, where the central bank capped bank 
withdrawals and banned trading of certain currency contracts, as the 
acting President dismissed the army chief of staff and Russian helicopters 
were dispatched to Crimea. 

After seeing strength for much of the trading day, US stocks were volatile 
in the last two hours of the trading session. The volatility was attributed to 
concerns about rising tensions in Ukraine and worries about possible 
weekend developments. However, the Dow Jones industrials and S&P 
managed to increase 0.3% while the Nasdaq retreated 0.3%. On the 
week, the indices were up 1.4%, 1.3% and 1.0% respectively. The indices 
rebounded from their January losses and the Dow gained 4.0%, the S&P 
advanced 4.3% and the Nasdaq was 5.0% higher. 

Investors reacted favourably to a slew of U.S. economic data. Chicago 
PMI climbed to 59.8 in February from 59.6 the month before. February 
final consumer sentiment was revised upward to 81.6 from 81.2. 
However, traders largely shrugged off the downward revision to fourth 
quarter GDP growth to an annualized pace of 2.4% from the preliminary 
estimate of 3.2% — the data were viewed as old news. 

Monster Beverage advanced after reporting a jump in fourth quarter sales 
despite facing legal threats against its caffeinated energy drinks. Jos. A. 
Bank gained after it rejected Men's Wearhouse's US$63.50 per share 
takeover offer as inadequate. The company indicated that it is willing to 
consider a higher price. Pier 1 Imports declined after it cut its fourth 
quarter guidance due to significant disruptions from adverse weather in 
many major markets. Biotechnology stocks including ImmunoGen and 
Exact Sciences retreated. Logitech and Western Digital retreated. 
Deckers Outdoor slumped after the maker of Ugg and Teva brand 
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footwear provided an earnings growth outlook for the current fiscal year 
that was below analysts’ projections, overshadowing fiscal fourth quarter 
earnings and revenue that topped estimates 

Asian stocks here were mixed Friday. Underlying sentiment remained 
cautious due to the ongoing political crisis in Ukraine. The weakness in 
the Yuan — which lost one % of its value against the dollar in about a 
week — highlighted concerns over tightening liquidity and bad debts in 
the Chinese financial system. Shares in both Japan and Australia 
retreated. 

The Nikkei lost 0.5% Friday and 0.2% on the week. For the month of 
February, the index lost 0.5% after sinking 6.4% in January. A stronger 
yen dragged down exporters including Hitachi, Panasonic and Fujitsu. 
Fast Retailing and SoftBank also declined. However, Sony advanced on 
a brokerage upgrade. Automakers Nissan Motor, Mazda Motor, Toyota 
Motor and Honda Motor were down. Domestic sales of automobiles 
surged 29.4% in January, while exports dropped 4.9% from the previous 
year according to the Japan Automobile Manufacturers Association. 
Investors shrugged off a slew of positive domestic data including 
industrial output, retail sales and household spending. 

Both the S&P/ASX and All Ordinaries slid 0.1%, extending losses for the 
second straight session. Banks and miners were mixed. Both indices 
were down 0.6% on the week. However, for the month of February the 
S&P/ASX was up 4.1% while the All Ordinaries gained 4.0%. 

The Shanghai Composite swung between gains and losses before 
closing 0.4% higher. The index was down 2.7% on the week but added 
1.1% in February. Property developers rebounded after recent sharp 
losses on news that banks have tightened property related lending. The 
Hang Seng index was flat on the day and up 1.2% for the week. It was 
3.6% higher in February. The Kospi edged up 0.1%, was up1.1% on the 
week and 2.0% in February. 

Gold at the afternoon London fixing was down US$5.75 to US$1,326.50. 
Copper futures were down 0.4% to US$3.19. WTI spot crude was up 19 

US cents to US$102.59. Dated Brent spot crude was up 11 US cents to 
US$109.07. The US dollar was up against the Australian dollar. It declined 
against the euro, yen, pound, Swiss franc and the Canadian dollar. The 
Dollar Index was down 0.7%. The yield on US Treasury 30 year bond was 
down 2 basis points to 3.58% while the yield on the 10 year note was up 
1 basis point to 2.65%. 
 
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 — February Manufacturing PMIs will be released for China, 
France, Germany, the Eurozone, the UK and US. Japan’s composite is 
scheduled. Global manufacturing PMI will also be released. January 
German retail sales will be posted. In the US, January personal income 
and spending and construction spending along with the February ISM 
manufacturing index are on tap. 

Tuesday — The Reserve Bank of Australia announces its monetary policy 
decision. Japan’s composite PMI is on tap. Eurozone January producer 
prices and the UK February construction PMI will be released. 

Wednesday — Australia publishes its fourth quarter 2013 gross domestic 
product. February composite PMIs will be released for China, France, 
Germany and the Eurozone. Services PMIs will be released in the UK and 
US. Global PMIs for both services and a composite will be posted. 
Revised fourth quarter GDP will be posted for the Eurozone along with 
January retail sales. In the US, February ADP private employment and 
ISM nonmanufacturing survey will be released. The Federal Reserve 
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publishes its Beige Book in preparation for the March 18 and March 19 
FOMC meeting. The Bank of Canada announces its monetary policy 
decision. 

Thursday — Australia posts January retail sales and international trade 
balance. The Bank of England and the European Central Bank announce 
their respective monetary policy decisions. French fourth quarter 
unemployment and German January manufacturing orders are on tap. In 
the US, revised fourth quarter productivity and costs and January factory 
orders will be released along with the weekly jobless claims, money 
supply and Fed balance sheet data. 

Friday — January French merchandise trade, German industrial 
production and Italian producer prices will be released. In Canada, 
February labour force survey and January international trade balance will 
be posted. In the US, January international trade balance and February 
employment situation report will be released. 

 

 

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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