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Global markets advanced despite weak economic data from 
Europe and the US. 

Stocks rallied globally after the Bank of Japan’s unexpected monetary 
policy decision. Shares were up for the week but were mixed for the 
month of October. 

Equity Markets  

European stocks rallied Friday following Asian shares sharply higher 
after the Bank of Japan unexpectedly announced an increase to its 
quantitative easing. The news raised hopes that the European Central 
Bank will follow suit with more stimulus despite its previous reluctance. 
Markets largely ignored troublesome economic data from Europe and the 
US. The FTSE added 1.3%, the CAC gained 2.2%, the DAX was up 2.3% 
and the SMI was 1.4% higher. The four indices were up for the week as 
well. The FTSE and CAC were up 2.5%, the DAX gained 2.4% and the 
SMI added 3.6%. However, for the month of October, the FTSE was down 
1.2%, the CAC dropped 4.1% and the DAX lost 1.6%. The SMI was 
virtually unchanged. 

Barclays jumped as traders said new leverage ratio rules set out by the 
Bank of England for the UK's banks covering the minimum amount of 
capital they must hold relative to their exposure to loans that could fall in 
value had not proven as strict as some had expected. Royal Bank of 
Scotland was up after it reported a profit for the third quarter compared 
with a loss last year. BNP Paribas advanced after its third quarter profit 
increased from the prior year. Linde retreated after a broker downgrade. 
International Consolidated Airlines climbed after the company reported 

increased quarterly profit and raised its full year earnings forecast. 
Anheuser-Busch InBev was up after it reported higher third quarter profit, 
but total volumes declined 2.6% amid weakness in Russia and China. 
Danone was up after buying a 25% stake in Chinese baby formula maker 
Yashili International Holdings. 

German September retail sales declined at the fastest pace since May 
2007 while US personal spending data disappointed. 

US stocks moved sharply higher Friday following an unexpected 
monetary policy decision from the Bank of Japan. By a 5 to 4 vote, the 
Bank of Japan's Monetary Policy Board unexpectedly decided to raise the 
monetary base at an annual pace of about ¥80 trillion. The BoJ previously 
targeted an increase of about ¥60 trillion to ¥70 trillion. The gains on the 
day lifted the Dow Jones industrials and the S&P to new record closing 
highs while the Nasdaq reached its best closing level since 2000. The 
Dow gained 1.1%, the S&P was up 1.2% and the Nasdaq added 1.4%. 
The three indices were up 3.5%, 2.7% and 3.3% on the week. Thanks to 
the week’s gains the Dow was up 2.0%, the S&P gained 2.3% and the 
Nasdaq added 3.1% for the month of October. 

In the US, October consumer sentiment climbed to a reading of 86.9, its 
highest level since July of 2007. The Conference Board's consumer 
confidence index also came in better than expected earlier in the week. 
Traders largely shrugged off a separate report showing an unexpected 
drop in US personal spending in the month of September. 

Microchip Technology helped to lead the semiconductor sector higher 
after reporting second quarter earnings that matched analyst estimates. 
Expedia gained after reporting better than expected third quarter results. 
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Exxon Mobil advanced after it reported results. GoPro jumped after 
forecasting better than expected holiday quarter sales. Starbucks 
retreated a day after it reported results. LinkedIn jumped after third quarter 
sales exceeded estimates. Chevron climbed as third quarter net income 
rose for the first time in three years. Chevron warned investors in August 
that full year output will be 1% to 2% below the company’s previous 
estimate. 

Asian Pacific shares rallied with Japanese stocks climbing sharply to a 
seven year high, as the Bank of Japan surprised financial markets by 
adding additional monetary. The BoJ unexpectedly increased the size of 
its vast monetary easing program to ¥ 80 trillion from ¥60 trillion to ¥70 
trillion it has targeted since April 2013 in a bid to revive growth and spur 
inflation. The surprise move combined with news that Japan's public 
pension fund is prepared to move billions of dollars into stocks sent 
Japanese shares soaring. Investors also cheered positive earnings and 
economic reports from the United States that pointed to sustained 
economic recovery. In economic news, September core consumer 
inflation slowed for a second straight month raising scepticism over the 
Bank of Japan's ability to achieve its 2% inflation target goal. Average 
household spending dropped 5.6% on the year and unemployment rate 
edged up to 3.6% from 3.5%. 

The Nikkei jumped 4.8% to its highest level since November 2007. The 
index was up 7.3% on the week and 1.5% in October. The weak yen drove 
exporter shares higher as the currency skidded to near seven year lows 
against the US dollar. Kyocera, Mitsui Fudosan, Mitsubishi Logistics, 
Credit Saison, Sumitomo Realty & Development and Mitsubishi Estate 
climbed. Toshiba rallied after the company reported a 43% increase in 
group net profit for the first half of the year. NEC advanced after the firm 
swung to a profit of ¥12.5 billion in the six month period that ended 
September 30, reversing a ¥26.2 billion loss in the previous year. Fujitsu 
tumbled after reporting lower sales and profit in its fiscal second quarter 
to September. 

The Shanghai Composite and Hang Seng were both up 1.2% led by 
financials on expectations Beijing would speed up economic reforms and 
roll out more support measures to achieve its growth target. The indices 

were up 5.1% and 3.0% respectively on the week and were up 2.4% and 
4.6% respectively in October. The Kospi was up 0.3% Friday and 2.0% 
on the week. However, it retreated 2.8% in October. The Sensex jumped 
1.9% Friday and 3.8% on the week. The index added 4.6% in October. 

Both the S&P/ASX and All Ordinaries were up 0.9% Friday buoyed by 
upbeat US earnings and well received earnings reports from ANZ 
Banking Group and Macquarie Group. ANZ Bank advanced after the 
lender posted a record full year profit of A$7.3 billion, up 15% from a year 
earlier, aided by a reduction in provisions for bad and doubtful debts. 
Commonwealth Bank of Australia, Westpac and NAB also advanced. 
Macquarie Group rallied 2.2 after the investment bank unveiled plans to 
raise capital after reporting a 35% increase in first half profit. 

Gold at the afternoon London fixing dropped US$37.75 to US$1,164.25. 
Copper futures were down 0.5% to US$3.05. WTI spot crude was down 
58 US cents to US$80.54. Dated Brent spot crude was down 38 US cents 
to US$85.86. The US dollar was up against the euro, yen, Swiss franc 
and the Canadian and Australian dollars. It was virtually unchanged 
against the pound. The Dollar Index was up 1.0%. The yield on US 
Treasury 30 year bond was up 2 basis points to 3.07% while the yield on 
the 10 year note up 3 basis points to 2.34%. 

 
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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Looking forward 

Monday — October manufacturing PMIs will be reported for France, 
Germany, the Eurozone, the UK and US. Also in the US, the October ISM 
manufacturing index and September construction spending will be 
released. 

Tuesday — October manufacturing PMI for Japan is on tap. Australia 
posts September retail sales and merchandise trade balance. The 
Reserve Bank of Australia announces its monetary policy decision. The 
Eurozone reports September producer price data. Both Canada and the 
US report international trade balances. September factory orders are on 
tap in the US. 

Wednesday — October composite PMIs will be released for China, 
France, Germany and the Eurozone. The UK and US will post services 
PMIs. The Eurozone releases September retail sales. In the US, the 
October ADP private employment report will be released. October ISM 
nonmanufacturing index will be reported. 

Thursday — Australia posts its September labour force survey. Japan 
releases its composite PMI for October. Both the Bank of England and 
European Central Bank publish their monetary policy decisions. The UK 
releases September industrial production. Germany posts September 
manufacturing orders. In the US, third quarter productivity and costs along 
with weekly jobless claims, money supply and Fed balance sheet will be 
posted. 

Friday — Germany and France both release September industrial 
production and merchandise trade balance. The UK posts September 
merchandise trade balance. Canada reports October labour force survey. 
The US releases October employment situation and September 
consumer credit. 

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. 

 

 


