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European markets nosedived on corporate earnings woes 

Stock indices were mixed in the Asia Pacific region. However, stocks in 
Europe and the US were sold-off and in the process wiped out July’s 
gains. 

Equity Markets  

European stocks retreated Thursday amid ongoing concerns about 
corporate earnings and geopolitical tensions. The prospect of interest rate 
increases in both the US and UK weighed on investor sentiment as well. 
The FTSE was down 0.6%, the CAC lost 1.5%, the DAX dropped 1.9% 
and the SMI was 1.0% lower. Thursday’s losses were mostly responsible 
for the indices losses for the month of July. The FTSE slipped 0.2%, the 
CAC and DAX lost 4.0% and 4.3%, respectively and the SMI retreated 
1.7%. 

Adidas plummeted after the company scaled back revenue expectations 
for this year, citing recent developments in Russia and continued 
weakness in the golf market. Deutsche Lufthansa tumbled after it reported 
a first half net loss of €79 million, down sharply from €203 million a year 
ago. Siemens was flat after posting higher net income of €1.40 billion in 
the third quarter of 2014 compared with €1.10 billion last year. Fresenius 
gained after the healthcare company raised its full year sales outlook. 
Metro dropped after the German department store operator said it had a 
third quarter loss of €63 million after a profit of €33 million last year. 

Banco Espírito Santo plunged after Portugal's central bank ordered the 
lender to raise fresh capital. Carrefour declined even though the French 

supermarket operator reported a sharp increase in first half profit. Dutch 
Shell gained after it reported a significant increase in second quarter profit 
amid revenue improvement. Thomas Cook Group edged higher after 
reporting higher underlying earnings before interest and tax for the third 
quarter despite lower revenues. BNP Paribas declined after it reported a 
loss of €4.317 billion for the second quarter after setting aside €5.75 billion 
to help cover fines for violating US economic sanctions. Alcatel-Lucent 
sank after it reported sales of €3.28 billion in the second quarter. Balfour 
Beatty slid after the construction company ended talks to merge with rival 
British builder Carillion after refusing to include its New York based 
infrastructure consulting business in the deal. Carillion also retreated. 

In the US, stocks plunged Thursday for the largest decline in six months. 
The Dow Jones industrials sank 1.9%, the S&P lost 2.0% and the Nasdaq 
was 2.1% lower. The three indices were down for the month of July, losing 
1.6%, 1.5% and 0.9% respectively. 

Traders said there was no single catalyst for the selling, which came on 
the heels of broad losses in European shares. Declines accelerated in 
afternoon trading taking the indices to the day's lows minutes before 
Thursday's closing bell. However, some corporate earnings disappointed. 
Investors also pointed to the weekly jobless claims report. Investors were 
concerned that the Federal Reserve may move sooner than anticipated 
to tighten monetary policy. 

Exxon Mobil declined after its second quarter earnings were up 28% but 
production declined. Murphy Oil also slid. Whole Foods dropped after 
cutting its full year sales projection for the fourth time in nine months in its 
quarterly earnings report. Akamai Technologies was down after posting 
second quarter results that fell short of some high-end estimates. Micron 
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retreated after earnings from Samsung Electronics trailed estimates. Nike 
declined after its rival Adidas slashed its full-year forecast. Yum Brands 
declined a day after the operator of KFC and Pizza Hut said a food safety 
scare in China could have a "significant" impact on sales. Kraft Foods 
declined a day after earnings missed forecasts and the food group 
complained of "economic and consumer trends [that] are creating top-line 
growth challenges". Verizon was down after the US Federal 
Communications Commission said it was "deeply troubled" by the 
wireless carrier's plan to limit speeds for consumers who use a lot of data. 

Asian stocks were mixed Thursday. Investors were cautious as they 
studied regional earnings reports and upbeat US GDP data that were 
released in the Wednesday global market day. 

The Nikkei was down 0.2% in choppy trading as investors locked in profits 
after four consecutive days of gains. The index was up 3.0% for the month 
of July. Exporters were up thanks to the weaker yen with. Panasonic, 
Nikon and Mazda Motor advanced. Mitsubishi Motors rallied on reporting 
a bigger than expected increase in net profit. Other top automakers ended 
largely unchanged after industry data showed automobile production in 
Japan expanded for the tenth consecutive month in June. Sumitomo 
Mitsui Financial Group was up after posting better than expected quarterly 
results. Casio Computer soared after the company raised its earnings 
forecast for the first half. Fujifilm Holdings retreated after it reported a 
1.8% decline in quarterly revenue. Nintendo shares sank after it posted a 
worse than expected loss for the fiscal first quarter amid shrinking sales 
and dull demand for its Wii U console. 

The Shanghai Composite was up 0.9% and gained 7.5% in July marking 
its best monthly performance since December 2012. Investors shrugged 
off a warning from the International Monetary Fund that China's growth 
rate could plummet in the coming years unless Beijing implements its 
reform agenda. The Hang Seng edged up 0.1% and was up 6.8% in July. 

Australian shares hit a fresh six year high. The S&P/ASX was up 0.2% 
while the All Ordinaries gained 0.1%. Banks advanced. Rio Tinto gained 
after announcing a sale of its Mozambique coal assets for US$50 million. 
However, BHP Billiton and Fortescue Metals Group declined. The 

S&P/ASX was up 4.4% in July while the All Ordinaries added 4.5%. The 
Kospi was down 0.3% on the day but was up 3.7% on the month. The 
Sensex retreated 0.7% but gained 1.7% in July. 

Gold at the afternoon London fixing was down US$9.25 to US$1,285.25. 
Copper futures were down 0.4% to US$3.23. WTI spot crude was down 
US$2.29 to US$97.98. Dated Brent spot crude was down 69 US cents to 
US$105.82. The US dollar was up against the pound and the Australian 
dollar. It was virtually unchanged against the euro, yen, Swiss franc and 
the Canadian dollar. The Dollar Index was up 0.1%. The yields on US 
Treasury 30 year bond and 10 year note were up 1 basis point to 3.32% 
and 2.56% respectively. 

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 

Final July manufacturing PMIs will be reported for China, Japan, India, 
US, UK, Eurozone, Germany, France and other EMU members. 

 In the US, the July employment situation, June personal income and 
spending, July ISM manufacturing survey, June construction spending 
and final July consumer sentiment will be released. 
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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. 

 

 

. 


