
  

E&OE                                                                     

 
 

 

 

 
 

Stocks flat as investors look ahead to 2014 

Stock markets witness thin volumes with US and European little changed 
on Monday. 

 

Equity Markets  

European stocks took a breather on Monday from the previous week’s 
rally, after closing at five-year highs on Friday. The Stoxx Europe 600 
Index closed down 0.2%, snapping six straight sessions of gains during 
the Christmas holiday period when investors continued to take the US 
Federal Reserve’s recent decision to scale back its stimulus as a positive 
sign for the economy. Germany’s DAX closed 0.4% lower after hitting a 
fresh all-time high Friday, while France’s CAC 40 and London’s FTSE 100 
shed 0.1% and 0.3%, respectively. 

In currency markets, the euro and sterling were both up against the dollar. 
Gold was down 0.7%, while silver was down 1.7%. In corporate news, 
shares of International Personal Finance led gainers among the Stoxx 
after Numis bumped the home credit business’s stock into ‘Buy’ territory. 

US stocks finished little changed on Monday, although the Dow Jones 
Industrial Average managed to eke out its 51st record close of 2013 in 
the next-to-last trading session of the year, while shares of Twitter 
extended a decline. Volume was thin, with investors finding little fuel to 
push the market either way, while formerly high flying Twitter shares had 
their wings clipped for a second straight day. 

The S&P 500 declined 0.33 point, or less than 0.1%, to finish at 1,841.07, 
leaving it on track for an annual percentage gain of more than 29% and 
its biggest annual rise since 1997. The Dow ended the day near its 
session high with a gain of 25.88 points, or 0.2%, at 16,504.29. The rise 
was enough to take out the previous record-high close set on Thursday 
and leaves the index up more than 26% for the year. The Nasdaq 
Composite index shed 2.40 points, or 0.1%, to 4,154.20. This year’s rally 
has left the index at levels last seen in 2000 and headed for an annual 
rise of 37.6%. A strong finish to a robust year has investors worrying the 
market may be overdue for at least a near-term pullback, analysts said, 
noting high levels of margin debt and bullish sentiment. 

The economic calendar remained light on Monday. The National 
Association of Realtors said its index of pending home sales rose 0.2% in 
November to 101.7, slightly above a 10-month low of 101.5 in October, 
but down from 103.3 in November 2012. The data had little impact on 
stocks. The yield on the 10-year Treasury note pushed back above 3% 
last week, but slipped in recent action to around 2.98%. 

Among blue chips, Walt Disney led the way with a 2.5% gain. Oil 
producers Exxon Mobil, down 1.2%, and Chevron, off 0.8%, were among 
the biggest decliners. 

Asian shares edged higher on Tuesday, the last day of the year, with 
China on track to be Asia’s worst performing market in 2013. With a few 
hours of trade left for the day, the Shanghai Composite was down 7.5% 
for 2013. Investors have long been concerned about high levels of debt 
in China, and uncertainty over the local banking system’s exposure to bad 
debt. This year in particular, rising money-market rates shook confidence 
in the Chinese stock market and contributed to its fourth consecutive year 
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of poor performance. On Tuesday, this theme remained evident in news 
that the debt and guarantees issued by local governments jumped 67% 
to 17.9 trillion yuan ($2.95 trillion) in the middle of 2013, compared with 
10.7 trillion yuan at the end of 2010, according to China’s National Audit 
Office, which released the data after the markets closed on Monday. 

The Shanghai Composite Index in mainland China, however, managed to 
edge 0.1% higher, while Hong Kong’s Hang Seng Index rose 0.3%. This 
contrasted sharply with the performance of Japan’s Nikkei Stock Average, 
which notched the largest gains in the region this year — up 56.7%, 
making it the market’s best year since 1972. 

Markets were also cautious ahead of China’s official manufacturing data 
due Wednesday, with investors widely expecting a slowdown in factory 
activity. 

Australia’s S&PASX 200 rose 0.1%, and Singapore’s Straits Times Index 
rose 0.2%. Trade was quiet across Asia, with volumes down as investors 
treaded water at the end of the year, and as many of the region’s major 
markets enjoyed a shortened session. Australia, Hong Kong and 
Singapore will all close halfway through the day. The Japanese stock 
market is shut on Tuesday 

 
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 

Investors are looking ahead to economic data coming out later in the 
week. China’s official Purchasing Managers’ Index will come out on 
Wednesday, while in the US Thursday’s ISM manufacturing report will 
provide a check up on the health of manufacturing in the world’s largest 
economy. 
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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. 


