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Market Update

The purchasing managers’ index (PMI) in the euro zone climbed to 53.7 in March from 53 in February, in a

two-month high. However, despite the rise in March, the average PMI reading for the first quarter of 53.4

was the lowest quarterly trend for a year, signaling minor slowing in the pace of economic growth.

The services sector led the economic upturn, while employment showed the smallest monthly increase since

last September. Backlogs of work, a key measure of existing orders that firms have not yet completed, barely

rose, according to markiteconomics.com.

In the third revision, the U.S. economy expanded at 1.4% annual rate in the fourth-quarter compared to the

revised growth rate of 2% in the third-quarter. The nation’s economy registered positive contributions from

personal expenditure consumption, residential fixed investment, and federal government spending. 

The slower trends  pervaded with respect  to  non-residential  fixed  investment,  exports,  private  inventory

investment, and state and local government spending. Imports, which are a subtraction in the calculation of

GDP, decreased.

The PMI for  the U.S.  market  came in at  51.4 in  March, slightly up from 51.3 in  the previous  month,

compared to all time high of 57.90 in August 2014 and record low of 51 in November 2012. Factory gate

prices in March decreased, while output and new business surged. 

Stocks to watch

Among food-related stocks, Bunge Ltd (BG) is trading at a price-to-earnings ratio of 11.1 as of March 2.

Although the farm products provider posted a 24% drop to $43.5 billion in fiscal 2015 revenue, Bunge

posted quarterly dividend of 38 cents per share payable on June 2. Yearly net income rose to $738 million or

$5.07 a share, compared to $467 million or $3.17 a year ago. 

The company’s cash and cash equivalents rose, while inventories fell in 2015. Inventories are now storing 48

times more products of a single measurement of cash equivalent. BG’s debt-to-equity ratio rose to 1-7 in

2015 from 1-5 a year before. For 2016, in agribusiness BG “expects results in oilseeds and grains to be

largely driven by its South American operations.”

Funds with below-decimal positions in Bunge are the Vanguard Mid-Cap ETF (VO), which tracks the CRSP

US Mid-Cap index, and iShares Russell 3000 ETF (IWV). Competitors include BRF SA (BRFS) and the

Kroger Co (KR) among others too. 

ConAgra Foods Inc (CAG) last closed up +1.75% or $0.76 at $44.07 amidst the expected Vermont state law

obliging food producers to label whether their products contain genetically-modified organisms (GMO).

CAG competes with Campbell Soup Co (CPB) and Pinnacle Foods Inc (PF) among others too.

The Consumer Staples Select Sector SPDR ETF (XLP) invests 1.2% of its holdings in ConAgra Foods. The

ETF tracks a market cap–weighted index of consumer staples stocks drawn from the S&P 500. The year-to-

date price movement of XLP was 3.62%.



In fiscal second-quarter ConAgra’s cash and cash equivalents fell significantly and its inventories rose by

14.8%. Long-term debt-to-equity ratio rose to 1-8 from 1-5 a year before. Revenue dropped 1.4% to $3.09

billion, while net income surged to $154.9 million or $0.35 from $10.0 million or $0.02 a year before. 

Dunkin' Brands Group Inc (DNKN) has its shares down -0.46% or 21 cents to $45.32 the day before Easter,

as the doughnuts, coffee and soda drinks chain is yet to count in sales from its Japan franchises. Dunkin’

competes with Starbucks Corp (SBUX) and McDonalds Corp (MCD), both offering brand-specific menus.

While Dunkin’ is lower-price responsive, McDonalds is now helped by its all-day breakfast offerings and

Starbucks has promised Gold Status and thereby a free drink of any size for every 12 “stars” earned. People

at McDonalds are mixing their meals, buying egg muffins in combination with lunch and dinner items.

CVS Health Corp (CVS) last  jumped +0.68% or 69 cents to $101.43 as the pharmacy, having forward

dividend yield of 1.69%, is modest to compare with Amgen Inc (AMGN) and Gilead Sciences (GILD).

Recently CVS Health is imitated for its anti-cigarettes campaign by big-box retailer Costco Corp (COST).  

Meanwhile, the anti-tobacco effort has allowed rivals such as Dollar General Corp (DG) to enjoy revenue

growth directly tied to customers looking for cigarettes. 

Abbott Labs (ABT) is expected to acquire diagnostics firm Alere Inc (ALR) for $5.8 billion. Last week

Alere  issued a  statement  defending the safety of  its  anticoagulation  monitoring  technology.  The device

allows patients to prevent blood clotting via monitoring their blood coagulation levels. 

Alere’s shares gained +1.46% to $50.69 in the past four days after dropping -6.5% in the week of March 18.

Abbott is also up +1.42% to $40.75 in four days.

Procter & Gamble Co (PG), the mutual and hedge fund favorite, like other conglomerates have taken a

beating in the fourth quarter. Rodney Colley of Virginia filed a lawsuit March 11 that claimed Old Spice

deodorant regularly and routinely causes rashes and injury to unsuspecting customers.

Shares of the health and beauty products provider gained +14.06% to $82.89 in the past six months. PG is

reportedly selling a portion of its South Boston campus to General Electric Co (GE). The property of 2.5

acres contains two six-story former candy manufacturing buildings.

Pandora  Media  Inc  (P)  last  climbed  +10.63% or  $1.05 to  $10.93  offsetting  higher  content  acquisition

expenses. Merger speculation of its own has arrived after a December rate ruling by the Copyright Royalty

Board: Internet media have to pay to music labels and artists each time one of their songs is played on the

Internet, under a statutory license for the period stretching from January 1, 2016 to December 31, 2020.

Shares of peer TiVo Inc (TIVO) also surged +23.37% or $1.79 to $9.45. 

Utilities Mergers

Exelon Corp (EXC) paid nearly $7 billion to merge with Pepco Holdings Inc and so create the U.S. largest

electric utilities group. The combined entity now has about 10 million customers. Pepco shareholders will

receive $27.25 for each share they own. Shares of Exelon last jumped +0.57% or 14 cents to $24.81. 

Dominion Resources  Inc (D) acquired Questar  Corp to  establish an  integrated entity serving about  2.5

million  electric  utility  customers  and  2.3  million  gas  utility  clients  in  several  states.  Peers  are  AGL

Resources Inc (GAS), Atmos Energy Corp (ATO), MDU Resources Group Inc (MDU), National Fuel Gas



Co (NFG), New Jersey Resources Corp (NJR), and WGL Holdings Inc (WGL) that reported annual results

on December 31, 2015.

Heading to boost the stream of regulated earnings, both companies will transmit more than 15,500 miles of

natural gas including pipeline storage, and approximately 24,300 megawatts of electric generation.

The very low demand for energy-related products and services in today’s momentum is prompting hefty

premium prices in relation to pending merger and acquisition talks. 

Southern Co (SO) is about to acquire the gas utility AGL Resources Inc (GAS), shareholders will receive a

36% premium.  And  Duke  Energy Corp’s  (DUK)  acquisition  of  Piedmont  Natural  Gas  Co  Inc  (PNY)

involves a whopping 40% premium.

Recent Movers

Company name Ticker Market cap* Share price* YTD*

3M Co MMM $99.5 billion $164.46 +9.17%
AbbVie Inc ABBV $90.79 billion $56.12 -5.27%
Amgen Inc AMGN $112.24 billion $149.24 -8.06%
AMN Healthcare Services Inc AHS $1.53 billion $31.90 +2.74%
Archer-Daniels-Midland Co ADM $21.71 billion $36.47 -0.57%
AT&T Inc T $239.16 billion $38.88 +12.99%
The Bank of Nova Scotia BNS.TO $56.62 billion $47.06 +16.37%
Barclays Plc BCS $46.96 billion $8.75 -32.48%
Baxter International Inc BAX $22.07 billion $40.11 +5.14%
British American Tobacco Plc BTI $105.3 billion $113.35 +2.63%
Financial Select Sector SPDR Fund XLF n/a $22.31 -6.38%
Ford Motor Co F $52.01 billion $13.06 -7.31%
General Electric Co GE $289.32 billion $31.11 -0.13%
HCP Inc HCP $14.79 billion $31.69 -17.13%
HDFC Bank Ltd HDB $294.78 billion $58.53 -4.98%
Huttig Building Products Inc HBP $92.28 million $3.68 -3.16%
ICICI Bank Ltd IBN $19.91 billion $6.87 -12.26%
iShares S&P Global Financials ETF IXG n/a $48.60 -8.28%
Itau Unibanco Holding SA ITUB $49.44 billion $8.35 +28.26%
J.M. Smucker Co SJM $15.4 billion $128.71 +4.35%
KLA-Tencor Corp KLAC $11.02 billion $70.80 +2.09%
Korea Electric Power Corp KEP $32.66 billion $25.44 +20.17%
The Merck Group MRK $147.28 billion $53.07 +0.47%
Monmouth R.E. Inv Corp MNR $741.95 million $11.52 +10.23%
Morgan Stanley MS $48.83 billion $24.93 -21.63%
Natural Health Trends Corp NHTC $372.44 million $32.02 -4.50%
New Jersey Resources Corp NJR $3.08 billion $35.85 +8.77%
Nike Inc NKE $105 billion $61.65 -1.36%
Nippon Telegraph & Telephone Corp NTT $93.13 billion $44.43 +11.80%
Office Depot Inc ODP $3.79 billion $6.01 +22.52%
Pfizer Inc PFE $186.25 billion $30.08 -6.82%
Rovi Corp ROVI $1.65 billion $19.81 +18.91%
Smith & Wesson Holding Corp SWHC $1.46 billion $26.52 +20.66%
SPDR S&P Biotech ETF XBI n/a $50.05 -28.70%
Staples Inc SPLS $6.95 billion $10.76 +13.62
TJX Companies Inc TJX $51.63 billion $77.12 +8.76%



Under Armour Inc UA $17.87 billion $82.16 +1.92%
Vista Outdoor Inc VSTO $3.09 billion $50.60 +13.68%
Wells Fargo & Co WFC $247.3 billion $48.90 -10.04%
Weyerhaeuser Co WY $32.41 billion $30.34 +1.20%

*Data through March 24, 2016

The Bank of Nova Scotia completed on March 14 a public offering of 20 million non-cumulative, five-year-

rate shares at $25 each for total proceeds of $500 million. Holders will receive quarterly dividend for an

initial period that ends July 25, 2021, at annual yield of 5.50%.

Itau Unibanco Holding SA, Brazil’s largest private sector bank, last fell -1.07% or $0.09 to $8.35 on the

New  York  Stock  Exchange.  The  bank  dragged  down  a  domestic  stock  index  too,  amid  disappointing

corporate earnings highlighting Brazil’s recession while striding to turn a corner in reversed fiscal outlook.

Financial Select Sector SPDR ETF (XLF) dropped year-to-date despite the push-up of insurers’ stock prices

over the past month. While higher investment income and improved revenue are well embraced, investors

foresee weak performance in the U.S. retirement and asset management business. 

MetLife Inc (MET) and Prudential (PRU) rose +7.31% to $42.30 and +7.10% to $70.76 in the past month,

respectively,  helped  by  client  preference  for  unit-linked  products.  However,  the  insurers’ international

revenue is impacted by the strong dollar.

iShares Global Financials is invested in big banks in Canada, Australia and the U.K. This global exchange-

traded fund also keeps 46% of holdings in the U.S. The sector-focused portfolio, while down year-to-date, is

up about 6% on the month. 

India’s emerging markets institution HDFC Bank Ltd, although down year to date, has outperformed the

S&P 500 over the long term. Trading American Depositary Receipts in New York, the bank beat the index

by 184 basis points on annualized bases over the past five years.


