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TODAY’S MARKET RECAP 
 
Stocks slipped as data showed the U.S. 
economy contracted in the first quarter, 
while Treasuries advanced. The dollar fell 
against the major currencies and gold 
edged up. A drop in U.S. inventory pushed 
oil higher.    

 Coming Up - On Monday 

The Commerce Department issues 
personal income data for April which is 
expected to show an increase of 0.3 
percent. The department will also issue 
construction spending data for April. 
Analysts expect spending to have risen 0.8 
percent after falling 0.6 percent in March. 
The Institute for Supply Management 
releases its manufacturing index for May, 
which is expected to have increased to 
52.0 from 51.5 in April.  
 
Federal Reserve Bank of Boston President 
Eric Rosengren speaks before the 2015 
Workforce Stars Breakfast hosted by 
Capital Workforce Partners, in Hartford, 
Connecticut. 
 
Clothing company PVH Corp is expected 

to report first-quarter results. The 
company said in March it expected the 
stronger dollar to affect its results in the 
quarter. 
 
Brazil’s Ministry of Development, Industry 
and Foreign Trade releases trade balance 
data for May. In a separate report, Brazil’s 
central bank releases results of a weekly 
economic survey with more than 100 
financial institutions. This will include 
forecasts for GDP, interest rates and 
inflation rates. 
 
Mexico’s PMI reading for May will show if 
factory sentiment is picking up or not 
following weakness in exports during the 
first quarter. Separately, Peru’s state 
statistics agency Inei is expected to release 
inflation data for May. The country’s 
inflation rose 0.39 percent in April.  
 
LIVE CHAT: Finally, the NBA and NHL 
finals are here  
Join sports editor Frank Pingue to pick 
favorites after two game-7 conference 
finals in the NHL and ahead of the NBA 
clash between the Golden State Warriors 
and Lebron James's Cleveland Cavaliers. 
To join the forum, click here  

 
KEY ECONOMIC EVENTS 

Personal consumption real mm for Apr  0830 -- 0.3 pct 

Personal income mm for Apr 0830 0.3 pct 0.0 pct 

Consumption, adjusted mm for Apr 0830 0.2 pct 0.4 pct 

Core PCE price index mm for Apr 0830 0.2 pct 0.1 pct 

Core PCE price index yy for Apr 0830 -- 1.3 pct 

PCE price index mm for Apr 0830 -- 0.2 pct 

PCE price index yy for Apr 0830 -- 0.3 pct 

Markit Manufacturing PMI Final for May 0945 -- 53.8 

Construction spending mm for Apr 1000 0.8 pct -0.6 pct 

ISM Manufacturing PMI for May 1000 52.0 51.5 

ISM Manufacturing Prices Paid for May 1000 42.5 40.5 

    

Events   ET Poll  Prior 

STOCKS Close %Chng Yr-high Yr-low     Chng 

DJIA 18011.28 -0.63 18351.40 15855.12 

Nasdaq 5070.03 -0.55 5119.83 4116.60 

S&P 500 2107.43 -0.63 2134.72 1820.66 

Toronto 15014.09 -0.62 15685.13 13635.53 

Russell 1259.27 -0.60 1275.11 1079.87 

FTSE 6984.43 -0.80 7122.74 6298.15 

Eurofirst 1586.30 -1.79 1653.85 1319.84 

Nikkei 20563.15 0.06 20655.33 16592.57 

Hang Seng 27424.19 -0.11 28588.52 23312.50 

-114.84 

-27.95 

-13.36 

-92.91 

-7.65 

-56.49 

-28.97 

11.69 

-30.12 

TREASURIES Yield Price 

10-year 2.1232 2 /32 

2-year 0.6092 1 /32 

5-year 1.4870 3 /32 

30-year 2.8811 3 /32 

FOREX Last % Chng 

Euro/Dollar 1.0980 0.31 

Dollar/Yen 124.09 0.12 

Sterling/Dollar 1.5284 -0.20 

Dollar/CAD 1.2440 0.04 

COMMODITIES ($) Price Chng % chng 

Front Month Crude /barrel  60.22 2.54 4.40 
Spot gold (NY/oz)  1189.35 1.65 0.14 
Copper U.S. (front month/lb)  0.0276 -0.0003 -1.20 
Reuters/Jefferies CRB Index 223.75 2.27 1.02 
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S&P 500  Price $ Chng % Chng 

GAINERS     
Humana  214.33 35.92 20.13 
GameStop    43.41 2.49 6.09 
Altera  48.85 1.88 4.00 

LOSERS    

Bristol Myers  64.60 -4.55 -6.58 
United Rental    88.98 -5.97 -6.29 
Cablevision   24.51 -0.78 -3.08 

Avago Technologies 148.07 5.69 4.00 

Cummins       135.55 -3.70 -2.66 

http://bit.ly/1kTxdKD
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THE DAY AHEAD 

The markets look forward to a slew of data 
and a deadline for Greece to pay its 
creditors at the end of the week. Reports 
on manufacturing sentiment, car sales and 
job growth dominate the calendar. If 
recent housing numbers are mirrored in 
other areas of the economy, it will support 
the idea that the Fed change rates in 
September. Some activity in the dollar and 
the bond market should be expected if 
Greece does not work out an agreement or 
fails to pay. 
 
On Tuesday, the Commerce Department 
will release factory orders data for April. 
Analysts expect the orders to have 
remained unchanged, after rising 2.1 
percent in March. The department will 
release trade deficit data for April on 
Wednesday. Economists expect the trade 
deficit to have reduced to $44.0 billion 
from $ 51.4 billion in March. U.S. private 
employers are expected to have added 
200,000 jobs in May, compared with 
169,000 jobs in April, according to the 
ADP National Employment Report, to be 
issued on Wednesday. On Thursday, the 
Labor Department issues weekly data for 
jobless claims. On the same day, the 
department is scheduled to issue data for 
revised labor costs for the first quarter, 
expected to have risen to 5.9 percent from 
5.0 percent in the previous quarter. On 
Friday, the Labor Department issues jobs 
data for May. Non-farm payrolls are 
expected to have risen 225,000 from the 
223,000 reported in April. 
 
Medical device maker Medtronic Plc is 
likely to beat Wall Street expectations, 
according to Thomson Reuters StarMine. 
When the company reports fourth-quarter 
results on Tuesday, it is expecxted to have 
performed strongly in various segments 
including the surgical solutions business 
from its recent acquisition - Covidien. 
 
Federal Reserve Bank of Chicago President 
Charles Evans speaks before the Chicago 
Banking Symposium, in Chicago on 
Wednesday. On Friday, Federal Reserve 
Bank of New York President William 
Dudley speaks before the Economic Club 
of Minnesota June Luncheon, in 

Minneapolis, Minnesota. 
 
JPMorgan Chase consumer banking chief 
Gordon Smith, who runs the biggest 
single division of the biggest U.S. bank, is 
expected to review the company's home 
mortgage and credit card businesses on 
Tuesday in a webcast talk at an investor 
conference in New York. 
 

 
On Tuesday, discount retailer Dollar 
General Corp will report first-quarter 
results. 
 
JM Smucker Co, the maker of Folgers 
coffee and Jif peanut butter, is likely to 
report fourth-quarter sales on Thursday, 
above analysts’ average estimate, 
according to Thomson Reuters StarMine. 
The company said in February it expects a 
modest decrease in net sales in the fourth 
quarter as demand for its coffee products 
is likely to stay low due to price increases in 
the United States. But the coffee business 
is likely to get back on track later this year 
as bean prices stabilize and the company 
introduces smaller Folgers coffee cans to 
win back customers it lost after raising 
prices. 
 
Mining equipment manufacturer Joy 
Global Inc is expected to report lower 
second-quarter revenue and profit on 
Thursday, as coal miners cut production. 
Investors will look for an update on full-
year financial forecast. 
 
Canadian athletic apparel company 
Lululemon Athletica will hold annual 
general meeting in Vancouver on 
Wednesday. Shareholders have spoken out 
in recent weeks, urging the yoga-wear 
maker to improve its corporate governance 
and calling for board reform. 
 

Credit card swipe machine maker Verifone 
Systems Inc is expected to report second-
quarter profit and revenue above the 
average analyst estimate on Thursday, 
according to Thomson Reuters StarMine 
data. Verifone expects its European 
business to get more clients as the 
industry continues to uprade to near field 
communication technology. In the first 
quarter, the company got about 67 percent 
of its total revenue from outside North 
America. 
 
Chinese company Yingli Green Energy 
Holding Co Ltd reports first-quarter 
results on Friday. It is expected to report a 
smaller loss for the eighth straight quarter, 
helped by strong global demand for solar 
panels. Yingli, which flagged this month its 
inability to continue as a "going concern" 
due to substantial indebtedness, has been 
hurt by rising expenses as it moved 
manufacturing globally to bypass trade 
tariffs. Investors will want to know about 
the steps Yingli is taking to reduce debt. 
They will also want to know about how the 
company is cutting expenses and if Yingli 
will consider filing for bankruptcy 
protection. 
 
Canadian specialty tea retailer David's 
Tea’s U.S. initial public offering on Friday 
is expected to raise up to $82 million, 
valuing the company at up to $370 million. 
David's Tea sells over 150 types of tea, 
including exotic infusions from around the 
world, and tea-related gifts and 
accessories in more than 150 locations 
throughout the U.S. and Canada. David's 
Tea investors include Lululemon Athletica 
founder Chip Wilson and Highland 
Consumer Fund. 
 
On Thursday, Mexico’s central bank is 
expected to hold its benchmark interest 
rate steady at 3.0 percent to support the 
economy after inflation cooled to its lowest 
in more than nine years in early May 
despite a deep slump in the peso this year. 
Consumer confidence data from May on 
Friday will show if sentiment is improving 
or not after a sharp drop in April, a key 
reading to gauge if sluggish domestic 
demand could pick up this year. 
 

Coming Up - Week Ahead 
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THE DAY AHEAD 

Market Monitor 

Stocks fell on Friday as data showed the 
economy contracted in the first quarter, 
though major indexes still posted their 
best month since February. "The data is 
telling us that the economy is improving 
but it is not super strong," said Kim 
Forrest, a senior equity research analyst at 
Fort Pitt Capital Group in Pittsburgh. 
"Today's market action says the rate 
increase is going to happen in September," 
Forrest added. The industrial sector lost 
0.98 percent. United Rental fell 6.29 
percent after Bank of America Merrill 
Lynch downgraded the stock. Humana 
jumped 20.13 percent. Intel was up 1.47 
percent and Altera rose 4.0 percent. ITT 
Educational Services rose 79.69 percent 
after the for-profit education provider 
reported higher-than-expected annual 
results. The Dow was down 0.63 percent, 
the S&P 500 fell 0.63 percent and the 
Nasdaq lost 0.55 percent. For the week, 
the Dow fell 1.2 percent, the S&P lost 0.9 
percent and the Nasdaq shed 0.4 percent. 
For the month, the Dow rose 1 percent, the 
S&P added 1.1 percent and the Nasdaq 
gained 2.6 percent. 
 
Treasury yields fell, with benchmark and 
long-dated U.S. yields hitting their lowest 
in over three weeks, as data showing the 
U.S. economy contracted in the first 
quarter supported views of a later Federal 
Reserve interest-rate hike. "The market 
simply doesn’t believe the data will be 
strong enough to let the Fed (boost rates) 
this year," said Aaron Kohli, interest rate 
strategist at BNP Paribas in New York. The 
30-year Treasury yields hit their lowest in 
three and a half weeks, at 2.84 percent. 
Along with the GDP data, long-dated 
bonds benefited from institutional 
investors' purchases for the purpose of 
month-end portfolio readjustments. 
Benchmark 10-year yields also hit their 
lowest level in three and a half weeks, at 
2.097 percent. 30-year bonds were last 
up 3/32 to yield 2.88 percent. 10-year 

notes rose 2/32 to yield 2.12 percent. 
 
The dollar was mixed with month-end 
selling after a recent rally, as traders saw 
little in weak first-quarter U.S. gross 
domestic product data to discourage bets 
the Federal Reserve will start raising 
interest rates in 2015. The dollar index 
edged down 0.04 percent at 96.93. 
"Underlying sentiment remains positive 
but the dollar is seeing some profit taking 
and month-end, book-balancing catch-up 
after its recent advance," said Joe 
Manimbo, senior market analyst at 
Western Union Business Solutions in 
Washington. The euro was 0.27 percent 
higher at $1.0976. The dollar was 0.11 
percent up against the yen at 124.08 yen. 
 
Crude oil jumped as a steady U.S. dollar 
and a bigger than expected drop in U.S. oil 
rigs in operation set off a renewed rush of 
bullish bets. Oil bulls were also enthused 
by Friday's rig count data from Baker 
Hughes, which showed U.S. drillers again 

reducing the number of rigs in operation 
this week despite speculation that they 
would add to them. A lower rig count 
signals potentially lower production in the 
future. Brent crude was at $65.43 a barrel, 
up 4.55 percent. U.S. crude was at 
$60.23, 4.42 percent higher. 
 
Gold edged up, supported by a softer 
dollar and uncertainty over Greece's debt 
talks, but remained under pressure from 
expectations U.S. interest rates might rise 
soon. "The gold market will eventually 
have to discount the fact that the Fed is 
not going to put through a series of rate 
hikes, one after the other, but will rather 
just put in one in and wait," said Edward 
Meir, INTL FCStone analyst. "If it does that, 
I think the market should respond by 
moving a bit higher. In the meantime, 
we're in this drift doing nothing." Spot 
gold was up 0.13 percent at $1,189.30 an 
ounce. Gold futures for June delivery 
added 0.11 percent at $1,190.10 an ounce. 
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THE DAY AHEAD 

Top News 

U.S. economy contracts in Q1; dollar 
hurts corporate profits 
The U.S. economy contracted in the first 
quarter as it buckled under the weight of 
unusually heavy snowfalls, a resurgent 
dollar and disruptions at West Coast ports, 
but activity already has rebounded 
modestly. The government slashed its 
gross domestic product estimate to show 
GDP shrinking at a 0.7 percent annual rate 
instead of the 0.2 percent growth pace it 
estimated last month. Weak data on 
consumer sentiment and factory activity in 
the Midwest suggested that while the 
economy has pulled out of its first-quarter 
soft patch, the growth pace was modest 
early in the second quarter. When 
measured from the income side, the 
economy expanded at a 1.4 percent rate in 
the first quarter. A measure of domestic 
demand growth was revised up slightly 
and business spending on equipment was 
much stronger than previously estimated, 
taking some edge off the slump in output. 
The GDP report also showed after-tax 
corporate profits declined 8.7 percent. 
Personal savings increased at a robust 
$726.4 billion pace. 
 
Equinix to buy TelecityGroup for $3.6 
billion, Interxion deal ended 
Equinix said it would buy TelecityGroup in 
a deal worth 2.35 billion pounds that 
would also end Telecity's pursuit of a 
smaller European rival. Telecity said its 
board had recommended Equinix's offer, 
and as such was terminating an all-stock 
deal to buy Netherlands-based Interxion 
Holding for $2.2 billion.  Equinix Chief 
Executive Steve Smith said he had looked 
closely at Interxion and Telecity as targets 
but ultimately chose Telecity because its 
assets and brand were a better fit. "Their 
customer base and footprint are more 
complementary to where we needed to go 
next," Smith said. While the purchase of 
Telecity would be the largest transaction in 
Equinix's history, Smith said, Equinix has a 
strong balance sheet and is open to further 
deals. Equinix said the approximate 1,145 
pence per share deal represented a 27.3 
percent premium to the Telecity's closing 
price on May 6, before talks were 
announced, and that Telecity shareholders 
would receive 572.5 pence per share plus 
0.0327 of one new Equinix share. 
 

Intel nears deal to buy Altera for $16 
billion 
Intel has resumed talks to buy Altera and 
is close to a $16 billion deal, people 
familiar with the matter said, paving way 
for the third mega semiconductor-chip 
deal this year. The price for Altera could be 
as much as $54 per share, according to 
one of the people. This would be a 15 
percent premium over the stock's Thursday 
close of $46.97. If the deal were to go 
through, it would be Intel's largest, 
topping its $7.7 billion purchase of security 
software maker McAfee in 2011. It would 
also underscore Intel Chief Executive 
Officer Brian Krzanich's determination to 
expand into new markets as the personal 
computer industry - the company's 
mainstay - loses steam. The deal will allow 
Intel to bundle its own server chips with 
Altera's line of programmable chips, which 
are increasingly being used in data centers 
and are customized for functions such as 
providing quicker web-searches. 
 
Apple buys German augmented-reality 
software maker Metaio  
Apple has acquired Metaio, a German 
company whose technology melds real-
world imagery and computer-generated 
elements into moving video presentations, 
according to a corporate filing. A 

document filed with a Munich court 
showed that Apple is now the company's 
sole shareholder. Metaio's augmented-
reality software is used in applications in 
retail, industrial and automotive markets. 
This could give Apple a jump on rivals who 
are working to develop augmented reality 
semiconductors but remain at least 18 to 
24 months away from delivery, Steffen 
Sorrell, an analyst with technology market 
research firm Juniper Research said. 
Potential applications using Metaio's low-
power consumption technology could 
include mobile handsets and or smart-
glasses, Sorrell speculated.  
 
Health insurer Humana explores sale – 
source 
Humana is considering selling itself after 
receiving multiple expressions of takeover 
interest, a person familiar with the matter 
said, highlighting the potential for further 
consolidation in the health insurance 
industry. The company is working with 
investment bank Goldman Sachs on the 
potential sale, the person said, asking not 
to be identified because the matter is 
confidential. The Wall Street Journal first 
reported on the sale process and said 
competitors Aetna and Cigna are among 
those that have held preliminary merger 
discussions with the company.              >>>   
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>>>   Speculation that there will be 
consolidation among the five publicly 
traded health insurers has increased in 
recent weeks, as executives from 
companies such as Aetna and Anthem 
have said they are interested in doing large 
deals.    
 
U.S. sues to block merger of Steris Corp, 
Synergy Health 
The U.S. Federal Trade Commission filed a 
lawsuit aimed at stopping the $1.9 billion 
merger of medical technology provider 
Steris and British sterilization services 
provider Synergy Health, according to the 
agency, which enforces antitrust law. 
Synergy Health and Steris, both of which 
provide contract sterilization services using 
radiation for medical devices, said they 
would fight the FTC and that they were 
confident they would prevail. "We are very 
disappointed by the FTC's decision to 

impede this transaction and intend to 
vigorously challenge their claims in court," 
Synergy Health Chief Executive Richard 
Steeves said in a statement.  The FTC said 
that the deal would hurt Synergy's and 
Steris' customers by eliminating "likely 
future competition between Steris’s 
gamma sterilization facilities and 
Synergy’s planned x-ray sterilization 
facilities in the United States." Synergy and 
Steris, however, showed no sign of giving 
up and said that they planned to extend 
the completion date to Dec. 31. 
 
Agribusiness nervous as WHO cancer 
unit analyzes popular pesticide  
The World Health Organization is set to 
examine a widely used pesticide and 
agribusiness is bracing for bad news, less 
than three months after the group 
classified another popular herbicide as 
"probably" cancer-causing. Twenty-four 

scientists representing WHO's 
International Agency for Research on 
Cancer (IARC) will analyze scientific 
findings regarding links between cancer in 
humans and the herbicide known as 2,4-D 
at a June 2-9 meeting in Lyon, France. "I 
do think they are going to upgrade 2,4-D," 
said Michael Hansen, a senior scientist at 
Consumers Union who has served on an 
advisory committee of the U.S. 
Department of Agriculture as well as an 
expert on WHO consultation projects. 
"There is just as strong, or even a stronger 
case (for links to cancer), on 2,4-D than 
there was for glyphosate," he said.   
 
Merck immunotherapy appears effective 
in head and neck cancer-study 
A Merck drug that helps the immune 
system fight cancer was about twice as 
effective as the current standard therapy 
for patients with recurrent or           >>>   

THE DAY AHEAD 

A member of al Qaeda's Nusra Front climbs on a pole to hang the Nusra flag as others celebrate around a central square in the northwestern city of Ariha, after a 
coalition of insurgent groups seized the area in Idlib province. 
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THE DAY AHEAD 

>>>  advanced head and neck cancers, 
according to study data. A quarter of the 
132 patients who received the drug, 
Keytruda (pembrolizumab), saw their 
tumors shrink by at least 30 percent. Fifty-
six percent of patients experienced at least 
some tumor shrinkage in the ongoing 
single drug Phase I study dubbed Keynote-
012, researchers reported. Separately, 
Bristol-Myers Squibb's drug, Opdivo, 
improved survival for patients with the 
most common form of lung cancer, nearly 
doubling survival for those with high levels 
of a specific protein in their tumors 
compared with chemotherapy, according 
to clinical trial results. The trial found that 
Opdivo reduced by 27 percent the risk of 
death from advanced non-squamous non-
small cell lung cancer, compared with 
chemotherapy. The benefit reached 60 
percent for patients with the highest levels 
of the PD-L1 protein. The Bristol drug 
competes with Keytruda from Merck.  
 

U.S. FAA proposes penalties against Air 
Methods, Allegiant Air 
The Federal Aviation Administration said it 
has proposed civil penalties against 
emergency medical helicopter operator Air 
Methods and airline Allegiant Air for failing 
to comply with U.S. regulations. For Air 
Methods, it proposed a $91,500 civil 
penalty for allegedly operating a Bell 407 
helicopter that was overdue for an 
inspection, the agency said in a statement. 
For Allegiant Air, owned by Allegiant 
Travel Co, the FAA said it had proposed a 
$266,375 civil penalty for allegedly 
violating drug and alcohol testing 
regulations. 
 
Fiat Chrysler merger email to GM not 
the only one sent to rivals – chairman 
An email sent by Fiat Chrysler Automobiles 
chief Sergio Marchionne to General Motors 
about a possible merger was not the only 
such conversation FCA has had with other 
industry players, the Italian-American 

carmaker's chairman said. Marchionne and 
Fiat's founding Agnelli family are showing 
particular interest in GM, sources told 
Reuters at the time, after the U.S. 
carmaker's move to tie up with France's 
Peugeot failed. Asked if FCA would 
consider a hostile bid for GM or other 
players in the sector, Elkann said the 
company would "act with determination if 
there are the prerequisites to do 
something that makes sense", without 
giving any details.  

 

Company Name* Quarter GMT EPS Estimates** Year Ago Rev Estimates (mln) 

KEY RESULTS vs. THOMSON REUTERS I/B/E/S ESTIMATES 

PVH Corp Q1 AMC $1.38  $1.47  $1,861  

      

*Includes companies on S&P 500 index. **Estimates may be updated or revised; release times based on company guidance or past practice.  
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No major events are  scheduled. 

MARKET MONITOR 

Canada's main stock index ended lower on 
Friday, capping a 1.2 percent decline for the 
week, as investors shied away from 
heavyweight financial stocks amid evidence of 
a shrinking economy. Toronto-Dominion 
Bank shed 2.20 percent, Royal Bank of 
Canada lost 1.22 percent and Bank of 
Montreal dropped 1.56 percent. Canadian 
National Railway fell 0.24 percent. The 
Toronto Stock Exchange's S&P/TSX 
composite index was down 0.62 percent, to 
15,014.09.  
 
The dollar added 0.01 percent to C$1.2436. 
 

Coming Up–On Monday 

Top News 

 

 

Canada economy contracts by most in 6 
years in first quarter 
Canada's economy contracted by the most 
in nearly six years in the first quarter, with 
business investment and exports both 
falling as the country grappled with a 
slump in oil prices. Growth in March was 
also disappointing, suggesting a weaker 
handoff to the second quarter than 
anticipated. Gross domestic product 
shrank at an annualized 0.6 percent rate in 
the first three months of the year, Statistics 
Canada said, well below the 0.3 percent 
growth economists had forecast. After a 
surprise January cut, the central bank is 
widely expected to hold its key rate at 0.75 
percent for now and to raise it next year. 
But this will depend on whether growth 
will rebound as much as the bank expects. 
The Bank of Canada has said that the 
impact on the economy from cheaper oil 
will likely be front-loaded to the beginning 
of the year.  
 
Canada March budget deficit shrinks 
from year earlier 
The Canadian government had a budget 
deficit of C$2.99 billion for March, smaller 
than the year-earlier deficit, as revenues 
rose, the finance department said. The 
deficit in March of last year was C$6.66 
billion. For the April to March 2014-15 
fiscal year, the government posted a 

surplus of C$2.94 billion, compared with a 
C$11.42 billion deficit the year before. 
Revenues in March were C$29.01 billion, a 
C$4.57 billion increase from March 2014. 
 
Scotiabank quarterly profit tops 
estimates, to buy back shares 
Bank of Nova Scotia reported a quarterly 
profit that beat market expectations and 
outlined a plan to buy back shares as 
earnings grew at its Canadian banking 
division. Excluding items, earnings at its 

Canadian banking division grew 9 percent 
year-over-year, and net interest margins in 
this segment climbed 10 basis points from 
the first quarter. As part of a share 
repurchase plan, the bank said it will buy 
back up to 24 million common shares, or 
about 2 percent of its outstanding stock. 
Net income in the quarter through April 30 
was C$1.8 billion, or C$1.42 per share, 
compared with C$1.8 billion, or C$1.39 per 
share, a year ago. Excluding special items, 
earnings were C$1.43. 

THE DAY AHEAD 

Toronto Stock Exchange's S&P/TSX composite  Price $ chng % chng 

GAINERS     
Pretium Resources 7.29 0.39 5.65 

Canadian Energy  7.25 0.24 3.42 
Prairiesky Royal 33.40 1.10 3.41 
LOSERS    

Canexus   1.48 -0.09 -5.73 

Teck Resources 14.47 -0.62 -4.11 
Sherritt International      2.39 -0.10 -4.02 

Bonterra Energy  34.52 1.33 4.01 

Capstone Mining  1.21 -0.07 -5.47 

 



 

 8 

BY LEHAR MAAN AND BILL RIGBY 
 

A vago Technologies Ltd's $37 billion 
deal to buy chipmaker Broadcom 
Corp creates new competitive 

challenges for Qualcomm and may force 
the world's largest mobile chip maker to 
radically rethink its own strategy. 

Qualcomm Inc, which has dominated the 
market for connectivity chips on 
smartphones, has been looking to extend 
its reach into data centers and network 
infrastructure, but may find its way blocked 
by an enlarged competitor combining 
Avago's strength in storage and 
Broadcom's power in networking. 

"Qualcomm has aspirations of moving 
into Intel's data center processor 
incumbency that the Avago storage and 
now enterprise networking (from 
Broadcom) capability directly overlays," 
said Drexel Hamilton analyst Richard 
Whittington. 

That could result in Qualcomm creating 
some sort of partnership with Intel Corp, 
he said, to combat the reach of the new 
company. 

Wall Street analysts generally cheered 
the deal on Thursday, despite some 
fretting about price, saying Broadcom's 
strength in wireless networking, WiFi and 
Bluetooth chips is a good complement to 
Avago's presence in industrial and wired 
devices. 

That presents a challenge to Qualcomm, 
which finds itself in a tough spot in the 
maturing microprocessor business, as 
smartphone makers such as Samsung, 
Apple Inc and Huawei put more effort into 
producing their own chips. 

Now a Avago/Broadcom tie-up - which 
will take the name of Broadcom - 
potentially gives handset makers another 
viable supplier, giving them more leverage 
and putting even more pressure on 
Qualcomm, said IDC analyst Mario 

Morales. 
"The other material impact will come 

from the adjacencies that Qualcomm is 
trying to enter now, the data center, 
infrastructure and the consumer area," he 
added. "We see a lot of synergy in the 
technology they (Avago) are buying." 

Qualcomm has hinted that it is looking 
at new areas. 

"I think there's going to be a tremendous 
amount of growth in computing and 
resources dedicated to supporting the 
cloud," Qualcomm chief executive Steve 
Mollenkopf said at last year's Consumer 
Electronics Show. "We look at that as an 
opportunity for a company like ours." 

The company did not immediately reply 
to a request for comment on its strategic 
plans in response to the Broadcom deal on 
Thursday. 

Avago/Broadcom is just the latest in a 
wave of heavyweight mergers and 
acquisitions reshaping the chip industry. 

NXP Semiconductors unveiled a deal in 
March to buy smaller peer Freescale 
Semiconductor Ltd In the same month, 
Reuters reported that Intel was in talks to 
buy chipmaker Altera Corp, which many 
investors expect to result in a deal soon. 

That backdrop of consolidation may 
force Qualcomm's hand. 

"Either divest themselves of the business 
that they are in that is in direct competition 
with Broadcom - and now Avago - or find a 
way to grow their presence," said Chris 
Geier, partner-in-charge of Sikich 
Investment Banking, assessing 
Qualcomm's options. "They are going to 
have to do one or the other. The status quo 
for them at this point won't work." 

ANALYSIS & INSIGHT 

Avago, Broadcom deal could put pressure on Qualcomm 

THE DAY AHEAD 

 

A man walks past Qualcomm stand while attending the Mobile World Congress in Barcelona March 3, 2015. 
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THE DAY AHEAD 

ON THE RADAR 
Events ET Poll Prior 

Tue: Redbook mm  0855 -- -0.3 pct 

Redbook yy 0855 -- 1.6 pct 

Durables ex-def, r mm for Apr 1000 -- 0.2 pct 

Durable goods, r mm for Apr 1000 -- -0.5 pct 

Factory orders mm for Apr 1000 0.0 pct 2.1 pct 

Durables ex-transport r mm for Apr 1000 -- 0.5 pct 

Nondef cap ex-air r mm for Apr 1000 -- 1.0 pct 

Factory ex-transport mm for Apr 1000 -- -0.1 pct 

Domestic car sales for May  1330 5.41 mln 5.31 mln 

Domestic truck sales for May 1330 8.00 mln  7.86 mln 

Total vehicle sales for May 1330 17.00 mln 16.50 mln 

    
Wed: Mortgage Market Index  0700 -- 399.9 

MBA 30-year mortgage rate  0700 -- 4.07 pct 

ADP national employment for May 0815 200,000 169,000 

International trade mm  for Apr 0830 -$44.0 bln -$51.4 bln 

Markit Comp Final PMI for May 0945 -- 56.1 

Markit Services PMI Final for May 0945 -- 56.4 

ISM N-Manufacturing PMI for May 1000 57.0 57.8 

    

Thu: Challenger layoffs for May 0730 -- 61,582 

Labor costs revised for Q1 0830 5.9 pct 5.0 pct 

Productivity revised for Q1 0830 -2.9 pct -1.9 pct 

    
Fri: Non-Farm payrolls for May 0830 225,000 223,000 

Private payrolls for May 0830 220,000 213,000 

Manufacturing payrolls for May 0830 5,000 1,000 

Consumer credit for Apr 1500 16.95 bln 20.52 bln 

Average workweek Hours for May 0830 34.5 hrs 34.5 hrs 

Average earnings mm for May 0830 0.2 pct 0.1 pct 

Unemployment rate for May 0830 5.4 pct 5.4 pct 
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The Day Ahead - North America is compiled by Sourav Bose and Nivedita Balu in Bengaluru. 
 
For questions or comments about this report, email us at: TheDay.Ahead@thomsonreuters.com. Visit the Thomson Reuters Equities Community Site at:  
http://customers.reuters.com/community/equities/ 
 
For more information about our products:  http://thomsonreuters.com/products_services.  
Send us a sales enquiry at: http://thomsonreuters.com/products_services/financial/contactus/ 
 
© 2015 Thomson Reuters. All rights reserved. This content is the intellectual property of Thomson Reuters and its affiliates. Any copying, distribution or 
redistribution of this content is expressly prohibited without the prior written consent of Thomson Reuters. Thomson Reuters shall not be liable for any errors or 
delays in content, or for any actions taken in reliance thereon. Thomson Reuters and its logo are registered trademarks or trademarks of the Thomson Reuters 
group of companies around the world. 

THE DAY AHEAD 

All analysts' estimates are according to Thomson Reuters I/B/E/S 

Company Name  Action 

RESEARCH SUMMARY 

Avago Technologies Brean Capital raised target price to $180 from $145 after Avago reported solid quarterly results and announced its intent to acquire 
Broadcom. 

GameStop Ascendiant Capital raised target price to $46 from $42 citing company's large Q1 upside and slightly raised FY15 guidance. 

Marvell Technology Citigroup started coverage with sell rating assuming low probability of mobile & wireless exit this year. 

McDonald’s Deutsche Bank started coverage with buy rating seeing the company remains an iconic global and fixable brand, with a sizeable real 
estate portfolio. 

Yum Brands Deutsche Bank started coverage with hold rating saying that the company has experienced greater volatility due to its China operations. 
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