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Large tech shares slide as US stocks retreat
NEW YORK: Wall Street stocks retreated early
yesterday, with large technology stocks stum-
bling, as markets assessed German election
results and looked ahead to the week’s US data
releases. German Chancellor Angela Merkel won
Sunday’s election, as expected, but her victory
was muted due to the strong performance of the
nationalist, anti-immigrant Alternative for
Germany party, AfD, which became the country’s
third strongest party.

Key US data releases this week include the
Conference Board’s consumer confidence read-
ing for September and the final reading on sec-
ond-quarter growth.  Federal Reserve Chair Janet
Yellen is scheduled to give an address Tuesday,
but no major announcements are expected so
soon after last week’s policy statement and news
conference.

About 20 minutes into trading, the Dow Jones
Industrial Average was at 22,325.70, down 0.1
percent. The broad-based S&P 500 shed 0.1 per-
cent to 2,498.82, while the tech-rich Nasdaq

Composite Index dropped 0.6 percent to
6,386.64. Tech giants Apple, Amazon, Facebook
and Google-parent Alphabet each fell about one
percent or more. General Electric gained 1.1 per-
cent following news it sold its industrial solutions
business to Swiss-Swedish engineering group
ABB for $2.6 billion.

General Motors jumped 2.8 percent following
an upgrade from Deutsche Bank. 

European shares edged higher in cautious
trade yesterday after German Chancellor Angela
Merkel secured a fourth term but saw her party
weakened by a surge in support for the far-right.
At 1027 GMT both the pan-European STOXX 600
and eurozone blue chips were 0.1 percent higher
- a more moderate reaction than the currency
market where the euro took a hit.

European bourses were mixed, with France’s
CAC 40 down 0.1 percent, Germany’s DAX up 0.3
percent and Milan flat. Financials were the
biggest drag on European stocks while health-
care, energy and industrials helped offset those

losses. “We had a small negative surprise”, Lionel
Melin, a senior cross asset strategist for Lyxor, said.
Some traders said they were worried the vote
might lead to a new coalition government less
keen on pushing eurozone integration. French
train maker Alstom rose 1.5 percent to its highest
level since March 2013 after confirming on Friday
it was in talks with German engineering group
Siemens on a possible tie-up.

Switzerland’s ABB rose 0.6 percent on its
announcement it was buying General Electric’s
Industrial solutions unit in a deal worth $2.6 bil-
lion. Shares in ABB have risen around 12 percent
so far this year, in line with the broader European
industrials index.

Unilever, which announced it would buy cos-
metics firm Carver Korea for 2.27 billion euros
($2.71 billion), added 0.7 percent.

Unicredit slipped 0.1 percent after its deputy
chairman said on Friday that the speculation about
his bank wanting to take over Commerzbank was
nonsense. The German bank lost 1.2 percent.

Swedish construction firm NCC was the worst
performer on the STOXX, falling 7.2 percent,
after it said it expected third-quarter operat-
ing earnings to come in far below market
forecasts. Politics continued to play spoil-
sport in Spain where Madrid’s IBEX lagged
its peers, off 0.7 percent. The mounting
political crisis over Catalonia’s campaign for
independence, which dragged stocks
sharply lower last week, intensified over the
weekend. Caixabank took the most points
off the index, retreating 2.3 percent. 

UK shares fall
The UK’s top share index retreated yes-

terday, pulling away from a one-week high
as losses among heavyweight financials
and commodities-linked sectors weighed,
though small cap Imagination Tech soared
after a buyout fund agreed to buy the chip
designer. The bluechip FTSE 100 index fell
0.2 percent to 7,298.30 points by 0849 GMT,
underperforming a slightly positive
European market following the result of the
German general election.

While Chancellor Angela Merkel won a
fourth term in office, the result pointed to a
potentially fragile coalition. Falls among
British financials such as HSBC, Barclays and
Lloyds took the most points off the index as
investors scaled back their exposure to risky
assets.

Cyclical mining stocks also pulled back,
with Rio Tinto , Anglo American and BHP
Billiton each slipping around 0.7 percent
due to a weaker copper price, while a dip in
oil prices also dampened shares in heavy-
weights Royal Dutch Shell and BP.

Recent strength in sterling and a more
hawkish tone from the Bank of England
have put pressure on UK equities, as the
more internationally-exposed blue chips
had benefited from an accounting boost
thanks to a plunge in the pound in the
immediate aftermath of last year’s Brexit
vote.  “We are underweight UK equities
against European equities at the moment
which is largely due to what we are seeing
(as) a convergence in earnings growth,”
Maximilian Kunkel, Chief Investment Officer
for Germany, UBS Wealth Management, said.

“We’ve recently seen very, very strong
earnings growth in the UK largely helped by
the weakness of the pound, and relatively
strong local growth also - we think that that
is going to revert,” Kunkel added. Among
individual stock moves, a price target cut
from Jefferies weighed on shares in
Mediclinic, which fell around 3 percent, with
analysts saying that they expected
Mediclinic’s upcoming update to disappoint
the market. Moves were more pronounced
among smaller UK firms, with shares in mid
cap Tullow Oil jumping 6.6 percent after the oil
producer said that expected to resume drilling
at its TEN fields following an international rul-
ing on an ocean boundary between Ghana
and Ivory Coast. Small-cap Imagination
Technologies was on track for its best day since
June 2009, shooting 32 percent higher after
Canyon Bridge Capital Partners said that it
would buy the British firm.

Imagination Technologies saw its shares
slump more than 60 percent earlier this
year after it was ditched by Apple, its
biggest customer. — Agencies


