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Weekly Market Monitor 
The stock market got back to basics. Investors seemed more focused on U.S. 
economic data, corporate sales data, merger activity, and technical trends than on 
events overseas. The S&P 500 Index and Dow Jones Industrial Average rose 
3.1% and 2.3%, respectively, for the week.  

The Dow ended the week at 10,566, just above the 10,500 battle zone that some 
technicians have been eyeing. It’s now approaching its high for the cycle of 10,725 
which occurred in mid-January. The S&P 500 is also approaching its January high. 

The Nasdaq Composite Index climbed 3.9% for the week and closed slightly 
above its mid-January high on Friday, marking a new high for this recovery cycle.  

The Russell 2000 Index, which represents small-cap stocks, was the leader among 
widely-followed indices. It surged 6.0% for the week and climbed to a new high for 
this recovery cycle. It is up 6.5% year-to-date. 

Much of the major indices’ momentum occurred Friday following a better-than-
expected employment report and on news that consumer credit expanded at a 2.4% 
annual rate. It was the first time in one year that consumer credit rose. 

Regarding the employment report, the economy shed 36,000 nonfarm jobs in 
February. That’s certainly not a positive development for those who lost jobs, but it 
was far fewer than the 100,000 job losses some Wall Street traders and economists 
had feared. Even the White House was warning people to brace for a negative report 
due in part to the snow storms. But, it didn’t materialize.  

The worst of the jobs recession is over, in our view. RBC economists anticipate the 
negative trend in non-farm payrolls (illustrated in the chart below) could soon turn 
positive. Job gains have occurred in only one of the past 26 months—November 
2009. But in the months ahead, non-farm payrolls seem poised to rise. 

The Trend in Non-farm Payrolls is Improving (month-over-month, in thousands) 
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seem poised to rise

Source: RBC Wealth Management, Bloomberg, Bureau of Labor Statistics; data is seasonally adjusted 

However, with a 9.7% unemployment rate, a 16.8% rate of unemployed and 
discouraged workers (the U6 rate), and plenty of other negative jobs statistics, the 
current post-recession jobs recovery path resembles what occurred after the 2001 
recession (the so-called “jobless-recovery” period). Back then, employment 
conditions gradually improved, but at a slower rate than typical post-World War II 
recovery periods. That’s what we anticipate will occur this go-around, too. 

mailto:Kelly.Bogdanov@rbc.com


RBC Wealth Management 

Merger and acquisition (M&A) activity was a catalyst for the stock market for the second-
straight week. Merger announcements in a number of industries boosted U.S. indices and markets 
around the world on Monday. Even though the global dollar volume of M&A activity is still at a low 
level, as the chart below illustrates, conditions are improving slowly but surely. 

M&A activity tends to track economic cycles. When the economy is growing strongly (like it did 
from mid-2003 through mid-2007), M&A activity tends to rise. And then it tends to pull back 
sharply as the economy weakens and becomes embroiled in a recession. As the current recovery 
continues to unfold, we believe another uptrend will emerge in the M&A cycle. This is one of the 
key reasons we believe the stock market can deliver modest gains this year. Historically, there has 
been a correlation between M&A activity and the stock market’s performance.  

Global Merger & Acquisition Activity (in billions) 
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But this M&A cycle will likely have different characteristics compared to prior cycles. Globalization 
trends now play a greater role in M&A activity. Thus far in 2010, North America is leading other 
regions. It represents 38% of global dollar M&A volume. But Asia Pacific isn’t far behind at 29%, 
and that region is well ahead of Europe, which is at only 9%.  

Not only is developed Asia (Japan, Korea, among others) a major player in M&A deals, representing 
two-thirds of Asia Pacific’s activity year-to-date, but emerging Asia (China, among others) 
represents one-third of the region’s M&A activity year-to-date. 

2010 Global Merger & Acquisition Activity by Region (year-to-date) 

Latin America & 
Caribbean, 20%

North America, 38%

Europe, 9%

Middle East & Africa, 
4%

Asia Pacific, 29%

Leading Industries 
(in billions)

Telecommunications    $39.92
Insurance                      39.59
Oil & Gas                       24.96
Chemicals                      23.73
Beverages                    23.71

Source: Bloomberg; data in US dollars 
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Average Risk (Avg): Volatility and risk expected to be comparable to sector; average revenue and 
earnings predictability; no significant cash flow/financing concerns over coming 12-24 months; 
and/or fairly liquid. 
Above Average Risk (AA): Volatility and risk expected to be above sector; below average revenue 
and earnings predictability; may not be suitable for a significant class of individual equity investors; 
may have negative cash flow; and/or low market cap or float. 
Speculative (Spec): Risk consistent with venture capital; low public float; potential balance sheet 
concerns; and/or risk of being delisted. 

Valuation and Price Target Impediments 
When RBC Wealth Management assigns a value to a company in a research report, FINRA Rules 
and NYSE Rules (as incorporated into the FINRA Rulebook) require that the basis for the valuation 
and the impediments to obtaining that valuation be described. Where applicable, this information is 
included in the text of our research in the sections entitled “Valuation” and “Price Target 
Impediment” respectively. 

The analyst(s) responsible for preparing this research report received compensation that is based 
upon various factors including total revenues RBC Capital Markets Corporation and its affiliates, a 
portion of which are or have been generated by investment banking activities of RBC Capital 
Markets Corporation and its affiliates. 

Other Disclosures 
This report is priced as of March 5, 2010. 

Prepared with the assistance of our national research sources. RBC Wealth Management prepared 
this report and takes sole responsibility for its content and distribution. The content may have been 
based, at least in part, on material provided by Credit Suisse, one of our correspondent research 
services. Credit Suisse has given RBC Wealth Management general permission to use its research 
reports as source materials, but has not reviewed or approved this report, nor has it been informed of 
its publication. Credit Suisse may from time to time have long or short positions in, effect 
transactions in, and make markets in securities referred to herein. Credit Suisse may from time 
totime perform investment banking or other services for, or solicit investment banking or other 
business from, any company mentioned in this report. 
RBC Wealth Management endeavors to make all reasonable efforts to provide research 
simultaneously to all eligible clients, having regard to local time zones in overseas jurisdictions. 
RBC Wealth Management research is posted to our proprietary Web sites to ensure eligible clients 
receive coverage initiations and changes in rating, targets, and opinions in a timely manner. 
Additional distribution may be done by sales personnel via e-mail, fax, or regular mail. Clients may 
also receive our research via third-party vendors. Please contact your RBC Wealth Management 
Financial Consultant for more information regarding RBC Wealth Management research. 
Conflicts Disclosure: RBC Wealth Management’s Policy for Managing Conflicts of Interest in 
Relation to Investment Research is available from us on request and is also made available on our 
website at http://www7.rbccm.com/GLDisclosure/PublicWeb/DisclosureLookup.aspx?EntityID=2. 
We reserve the right to amend or supplement this policy at any time. For the current policy, please 
check our website. 

The author(s) is/are employed by RBC Wealth Management, a division of RBC Capital Markets 
Corporation, a securities broker-dealer with principal offices located in Minnesota and New York, 
USA.

4  Weekly Market Monitor March 5, 2010 

http://www7.rbccm.com/GLDisclosure/PublicWeb/DisclosureLookup.aspx?EntityID=2


 

Disclaimer 
The information contained in this report has been compiled by RBC Wealth Management from sources believed to be reliable, but no representation or warranty, 
express or implied, is made by Royal Bank of Canada, RBC Wealth Management, its affiliates or any other person as to its accuracy, completeness or correctness. All 
opinions and estimates contained in this report constitute RBC Wealth Management’s judgment as of the date of this report, are subject to change without notice and are 
provided in good faith but without legal responsibility. This report is not an offer to sell or a solicitation of an offer to buy any securities. Past performance is not a 
guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Every province in Canada, state in the U.S. and most countries 
throughout the world have their own laws regulating the types of securities and other investment products which may be offered to their residents, as well as the process 
for doing so. As a result, any securities discussed in this report may not be eligible for sale in some jurisdictions. This report is not, and under no circumstances should 
be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on the business of 
a securities broker or dealer in that jurisdiction. Nothing in this report constitutes legal, accounting or tax advice or individually tailored investment advice. This 
material is prepared for general circulation to clients, including clients who are affiliates of RBC Wealth Management, and does not have regard to the particular 
circumstances or needs of any specific person who may read it. The investments or services contained in this report may not be suitable for you and it is recommended 
that you consult an independent investment advisor if you are in doubt about the suitability of such investments or services. To the full extent permitted by law neither 
RBC Wealth Management nor any of its affiliates, nor any other person, accepts any liability whatsoever for any direct or consequential loss arising from any use of this 
report or the information contained herein. No matter contained in this document may be reproduced or copied by any means without the prior consent of RBC Wealth 
Management. RBC Wealth Management is a division of RBC Capital Markets Corporation, which is an indirect wholly-owned subsidiary of the Royal Bank of Canada 
and, as such, is a related issuer of Royal Bank of Canada. Additional information is available upon request. Copyright © 2010 by RBC Capital Markets Corporation. 
Member NYSE/FINRA/SIPC. All rights reserved. 

 

 


	Important Disclosures
	Distribution of Ratings, Firmwide
	Definitions of Rating Categories
	Ratings:
	Risk Qualifiers:
	Valuation and Price Target Impediments

	Other Disclosures

