
  

E&OE                                                                     

 
 

Market Commentary – 30 January 2015 

 

 
 

Weak economic data in Europe and US weighed on European 
markets 

Stocks were mostly lower Friday and for the week. Investors were 
disappointed with US fourth quarter GDP growth. 

Equity Markets  

European stocks were down on Friday. Weak economic data from 
Europe and from the US weighed on investor sentiment. The FTSE was 
down 0.9%, the DAX retreated 0.4% and the CAC and SMI both were 
down 0.6%. The indices were mixed for the week with the FTSE sliding 
1.2% and the CAC 0.8% lower. The DAX and SMI however, added 0.4% 
and 2.7% respectively. Only the SMI was down for the month of January. 

Eurozone January flash harmonized index of consumer prices declined 
more than expected and US first estimate of fourth quarter GDP data was 
weaker than expected. The flash HICP declined for the second straight 
month in January largely due to lower energy prices. The HICP was 0.6% 
lower on the year — the biggest annual decline since 2009. Investors 
continued to watch the developments in Greece. The country's finance 
minister stated today that Greece will not seek a bailout extension. Jeroen 
Dijsselbloem, Eurogroup president, cautioned against taking unilateral 
steps and ignoring previous arrangements after holding his first meeting 
with the new Greek government Friday. Germany's December retail sales 
were up less than expected. Sales grew a calendar and seasonally-
adjusted 0.1% on the month following the 0.5% gain in November. 

Volkswagen, Renault and Peugeot were down. ThyssenKrupp and 
Lanxess gained. Banks Crédit Agricole, BNP Paribas and Société 
Générale declined. In London, mining stocks turned in a strong 
performance as commodity prices climbed. Anglo American, BHP Billiton, 
Fresnillo and Randgold Resources advanced. Vedanta Resources was 
up after the company issued its production report for the third quarter 
today. BT Group which reported third quarter results, finished lower. 

US stocks retreated Friday after fourth quarter preliminary gross domestic 
product advanced at an annualized rate of 2.6% — below both 
expectations and the third quarter final of 5.0%. The Dow Jones 
industrials were down 1.4%, the S&P declined 1.3% and Nasdaq lost 
1.0%. On the week, the Dow dropped 2.9%, the S&P retreated 2.8% and 
the Nasdaq was 2.6% lower. The three indices also were down for the 
month of January. During the month, increased volatility caused large 
intraday stock swings. Shares trended lower as investors grappled with 
concerns about the impact of a stronger dollar and lower oil prices on 
corporate earnings growth. 

Merchandise trade was a big drag on fourth quarter GDP, adding to recent 
concerns about the impact of economic weakness overseas on the US 
economy. However, the consumer sector was robust. Analysts noted that 
both preliminary second and third quarter GDP estimates were revised 
higher as more information subsequently became available. Traders 
largely shrugged off reports showing consumer sentiment at an eleven 
year high and acceleration in the pace of growth in Chicago business 
activity. 
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Amazon advanced after reporting fourth quarter earnings that came in 
well above analysts’ estimates. Google also gained even though the 
company reported weaker than expected fourth quarter earnings. 
Hawaiian Airlines parent Hawaiian Holdings dropped after forecasting a 
decline by a key revenue figure in the first quarter. Visa climbed after it 
reported quarterly earnings that beat expectations and announced a four-
for-one stock split. The split marks the credit card company’s first share 
split since going public in 2008 and will reduce the Dow component’s 
impact on the index. MasterCard gained after reporting fourth quarter 
profit jumped 29% as revenue increased. Shake Shack, a restaurant 
chain known for its burgers and crinkle-cut fries, jumped 119% in their 
market debut, indicating the appetite that investors have for so-called fast-
casual restaurants. Chevron declined after the company slashed its 
drilling budget by the most in 12 years and said it may delay some shale 
projects as energy producers around the world hoard cash and curtail 
ambitions in response to free falling oil prices. PulteGroup retreated on a 
broker downgrade. 

Asian stocks were mostly lower as the week ended. Chinese and Hong 
Kong stocks came under selling pressure on concerns over increased 
regulatory scrutiny of margin trading, while Japanese shares posted 
modest gains, rebounding from the previous session's sell-off. Indian 
shares tumbled as PSU banks were pummelled on earnings 
disappointment. Stocks were little changed elsewhere across the region 
ahead of a slew of US data on fourth quarter GDP, consumer sentiment 
and Chicago area business activity due out later in the global market day. 
The Shanghai Composite retreated for a fourth day as regulatory scrutiny 
of margin trading businesses and caution ahead of manufacturing data 
due out Sunday kept investors on the side lines. The Shanghai Composite 
dropped 1.6% and the Hang Seng was 0.4% lower. The indices were 
down 4.2% and 1.4% respectively for the week. In January, the Shanghai 
Composite was down 0.8% while the Hang Seng was up 3.8%. 
 
The Nikkei was up 0.4% as investors shrugged off mixed economic data 
in the wake of strong company earnings from Nomura Holdings and 
Advantest. The index was up 0.9% on the week and 1.3% in January. 
Advantest soared after the semiconductor manufacturer raised its profit 
and dividend forecasts for the year ending in March. Nomura Holdings 

gained after its third quarter profit jumped 45% from a year ago on the 
back of strong performance by its retail equity business. Toshiba was up. 
Alongside financial results, the electronics firm announced that it would 
exit its North American television business amid stiff price competition. 
Daiichi Sankyo was up after the pharmaceutical company said its third 
quarter profit attributable to owners of the company climbed to ¥102.2 
billion from ¥71.4 billion in the previous year. Softbank, which holds a 
majority stake in Alibaba Group Holdings, tumbled after Alibaba missed 
revenue estimates for the third quarter. 
 
Both the S&P/ASX and All Ordinaries added 0.3% Friday. Shares were 
up for a seventh consecutive session to close near a five month high as 
the Australian dollar touched fresh 51/2-year lows on bets that the 
Reserve Bank of Australia will announce a rate cut when it meets on 
February 3. On the week, the S&P/ASX added 1.6% while the All 
Ordinaries was 1.5% higher. The former was up 3.3% in January while 
the latter gained 3.0%. 
 
The Kospi was down 0.1% on the day but advanced 0.7% on the week 
and 1.8% in January. The Sensex retreated 1.7% Friday and 0.3% on the 
week. However, it jumped 6.1% in January. 
 
Gold at the afternoon London fixing was down US$8.50 to US$1,260.25. 
Copper futures were up 1.8% to US$2.49. WTI spot crude was up 
US$3.71 to US$48.24. Dated Brent spot crude was up US$3.86 to 
US$52.99. The US dollar was up against the euro and Canadian dollar. It 
was virtually unchanged against the pound. However, it declined against 
the yen, Australian dollar and the Swiss franc. The Dollar Index was up 
0.2%. The yield on US Treasury 30 year bond was down 11 basis points 
to 2.22% while the yield on the 10 year note was down 12 basis points to 
1.64%. 
 
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.  
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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 — January manufacturing PMIs will be released for China, 
Japan, India, the Eurozone, France, Germany, Italy, Spain, the UK and 
US. In the US, December personal income and expenditures, December 
construction spending and the January ISM manufacturing index will be 
posted. 
Tuesday — Australia releases December merchandise trade data. The 
Reserve Banks of Australia and India publish their respective monetary 
policy announcements. The UK posts January construction PMI. The 
Eurozone releases December producer price index. 
Wednesday — Japan, China, the Eurozone, Germany and France report 
January composite PMIs. India, the UK and US post January services 
PMIs. The Eurozone reports December retail sales. In the US, the 
January ADP private employment report and ISM nonmanufacturing 
index will be released. 
Thursday — Australia releases December retail sales. Germany posts 
December manufacturing orders. The Bank of England publishes its 
monetary policy decision. The US and Canada report December 
international trade balances. Weekly jobless claims, money supply and 
Fed balance sheet are released. 
Friday — Germany reports December industrial production. France and 
the UK release December merchandise trade data. Canada reports the 
January labour force survey. The US releases the January employment 
situation report. 
 
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. 

 

 


