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Global equity markets suffered on Monday as mining and commodity sectors led key indices 
downwards.  

By lunchtime in New York, the S&P 500 was down 2.4 per cent, while the pan- European FTSE 
Eurofirst 300 fell 2.5 per cent. The Vix volatility index, often called Wall Street’s “fear gauge”, 
saw its biggest rise for eight weeks as it pushed back above the 30 level. 

Emerging market stocks came under even greater pressure, with the Bovespa index in Brazil 
down 3.2 per cent and the Micex in Moscow falling 5.3 per cent. 

US stocks dropped sharply on Monday as commodity prices weakened and investors worried 
about the pace of economic recovery. 

Commodity stocks surged during the first four sessions of last week, as the price of oil rose 
and the dollar slumped amid rising fears of inflation.  

However, they fell back on Friday and continued to give up those gains on Monday. 
ConocoPhillips lost 2.9 per cent to $43.10 while Schlumberger dropped 2.8 per cent to $58.59. 

Steelmakers, which were some of last week’s biggest beneficiaries, also dropped sharply. AK 
Steel gave up 8.1 per cent to $18.32 while US Steel declined 5.7 per cent to $37.10. 

Commodity producers were also hampered by a strengthening dollar, which was boosted when 
the Russian finance minister said there was “no alternative” to the dollar as a reserve 
currency. 

Data showing that manufacturing in the New York area was falling much more than expected 
during June and that sentiment among homebuilders had dipped exacerbated the falls. 

These factors added to cautious words over the weekend from Dominique Strauss-Kahn, head 
of the International Monetary Fund, who warned that discussions about “exit strategies” from 
stimulus plans might be premature.  

Mr Strauss-Kahn warned: “We haven’t exited the crisis yet.” 

Paul Ashworth, senior US economist at Capital Economics, said: “Things are so weak we would 
expect them to continue to improve for quite a few months, but in some cases the 
improvement is petering out already, which is quite disappointing.” 

Alongside the fall of the S&P, the Dow Jones Industrial Average fell 2.1 per cent to 8,612.13 
and the Nasdaq Composite index dropped 2.3 per cent to 1,816.38. 

Meanwhile the Vix index, a measure of implied volatility known as “Wall Street’s fear gauge” 
spiked nearly 10 per cent back over the significant 30 level. 

Consumer stocks also suffered. Wal-Mart fell 2.8 per cent to $48.46, hurt by a downgrade 
from Goldman Sachs, which said sales growth at the retailer would begin to fall.  

Although Goldman said investors could move into more discretionary stocks as the recovery 
continues, others warned that the consumer sector would continue to suffer. 

“People are starting to realise that even when the economy recovers, certain sectors such as 
consumer spending are going to remain under pressure,” said Barry Knapp, head of US equity 
portfolio strategy at Barclays Capital. “This is a relisation stage for the markets.” 



There were negative signs on the amount of loan losses that financial companies still face. 
Capital One, the credit card lender, said the number of card defaults had risen in May 
compared with April. Its shares lost 2.3 per cent to $23.40. 

Meanwhile, Richard Bove, an analyst at Rochdale Securities, warned that Bank of America was 
experiencing “horrific” loan losses. BofA shares fell 2.8 per cent to $13.33. 

Elsewhere in the sector, shares in Lincoln National dropped after the company became the 
second large insurer in recent days to say it would take government bail-out money and raise 
further capital by issuing shares.  

The company said it would sell up to $900m of new stock, and its shares slumped 10.8 per 
cent to $15.83 on fears of dilution. 

Housebuilders were some of the day’s biggest fallers after the homebuilder confidence figures. 
Centex sank 3 per cent to $8.23 while KB Home, which also suffered a downgrade by Goldman 
Sachs, slumped 6 per cent to $13.24. 

There was further bad news for the airline industry after executives at European aircraft maker 
Airbus warned that output at its European factories could fall by as much as a quarter over the 
next two years.  

Shares in Airbus’s US rival Boeing fell 3.7 per cent to $49.52 but shares in major airlines were 
worse affected, as research suggested business class flights on Delta Air Lines andAmerican 
Airlines had halved in price.  
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