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January 13, 2014 

Global Financial Markets 
 
Global equities were flat for the week amid a raft of mixed economic data releases from across the globe, and as investors 
digested the FOMC meeting minutes released Wednesday. US Treasury prices managed to pick up gains as high yields 
attracted some buying interest. Meanwhile, the euro strengthened against the greenback even after the ECB pledged to 
retain the current low interest rate regime, as funds flowed into the region amid optimism that economic recovery was 
picking up. 

 
Global Equities 
 
Global equities ended the week 
flat amid a number of mixed 
economic data releases from the 
US, Europe and China. Investors 
also kept an eye on the 
December FOMC meeting 
minutes, which was released on 
Wednesday.  
 
In the US equity market, losses 
suffered on the back of an 
underwhelming domestic 
services sector report at the 
beginning of the week were 
gained back after November’s 
trade data came out strong. The 
focus for the week, however, was 
the latest FOMC meeting 
minutes. Based on the report, it 
was the improving jobs market 
that finally convinced policy 
makers that they could slowly 
begin to taper the bond purchase 
program. This decision was 
made despite earlier doubts from 
some members that recovery 
might be too fragile. Many saw 
the need for the committee to 
continue keeping a close watch 
in inflation levels as these could 
possibly pose risks to economic performance. Lastly, committee elaborated that bond purchases and the low interest rate policies 
were dependent not just on the economic backdrop but also on the officials’ assessment of their costs and efficiency.  
 
Over in Europe, market movements were mostly data-dependent, though investors traded cautiously ahead of the European 

Central Bank Policy meeting concluded Thursday. The ECB decided to leave interest rates unchanged as expected, even as the 

risk of deflation looms. ECB President Mario Draghi stated that the weak inflation data released for the week was not too much of a 

cause for concern, citing that it was a reflection of lower inflation in the services sector of the region. Nevertheless, he noted that a 

worsening inflation or a tightening of money market rates could incite further action from the central bank. He added that recover 

was still weak and fragile, and that the central bank stood ready to take further action. For the moment, however, the Governing 

Council saw no need for immediate action 

Meanwhile, Asian shares suffered sharp losses during the week, with sentiment driven lower by further evidence of China’s slowing 

growth momentum.  

Week-on-week, the MSCI World index crept higher by 0.07% led by the the European region, which rose 0.73%. The MSCI Asia-

Pacific ex-Japan lost 2.01%. The Dow Jones Industrial Average and the S&P500 index both managed marginal gains of 0.13% and 

0.30%, respectively.  

02-Jan-14 09-Jan-14 % Change

MSCI World 1,645.22 1,646.37 0.07%

MSCI Europe 111.24 112.05 0.73%

MSCI Asia-Pacific ex-Japan 465.32 455.95 -2.01%

Dow Jones Industrial Average 16,441.35 16,462.74 0.13%

S&P 500 1,831.98 1,837.49 0.30%

Global Equity Performance
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January 13, 2014 

Economic data releases for the week were mixed, though much of the focus was on the FOMC meeting minutes release and the 

ECB Policy Meeting scheduled for the week.  

 For the month of December, the Institute for Supply Management’s (ISM) non-manufacturing purchasing managers’ 
index dropped to 53.0, lower than the market estimate of 54.7 and November’s 53.9. This was mostly due to a decline 
in the new orders index, which tumbled to 49.4 from 56.4, the first contraction registered since July of 2009. Note that 
figures above 50 indicate expansion. Meanwhile, the business activity/production index was mostly unchanged at 
55.2, from 55.5 and the employment index rose to 55.8 from 52.5. 

 Data released by the Commerce Department showed that US factory orders rose 1.8% month-on-month last 
November, beating the market estimate of a 1.7% gain, following October’s revised 0.5% decline. The improvement 
was mainly due to a spike in transportation equipment orders, up 8.3% following the 3.5% drop in October. Not 
including transportation, factory orders rose by just 0.6%. The report also showed that durable goods orders rose 
3.4%, slightly lower than the 3.5% growth previously disclosed. 

 For the month of December 2013, jobless claims in Germany dropped 15,000 month-on-month compared to the 
market estimate of no change. This left the adjusted unemployment rate unchanged at 6.9%, which is nearly a record 
low. Moreover, the country’s retail sales climbed 1.5% in November, beating the market estimate of a 0.6% ga in. On 
the other hand, the preliminary reading of Euro-zone inflation showed a drop to 0.8% from November’s 0.9%, which 
heightened expectations that the central bank would have to resort to further measures to stimulate the economy.  

 Data released Tuesday showed that the US trade deficit dropped to a four-year low last November, which boosted 
estimates for economic growth in the final quarter of 2013. The deficit dropped by 12.9% to US$34.3 billion, compared 
to the market estimate of a US$40 billion deficit. Adjusted for inflation, the gap shrank to US$44.6 billion from US$47.0 
billion in the prior month. Accounting for this improvement was exports, which rose 0.9% to a seasonally adjust 
US$194.86 billion, the highest level historically, driven by industrial supplies, capital goods and automobiles. 
Meanwhile, imports dropped 1.4% to US$229.1 billion, dragged down by lower petroleum imports, which came out to 
the smallest amount since November 2010. 

 A report compiled by Automatic Data Processing Inc. (ADP) and Moody’s Analytics showed that US private sector 
employers higher at the swiftest pace in over a year last December. Payrolls in private firms increase by 238,000 jobs 
for the month, beating the market estimate of 200,000. According to the report, job gains were broad-based across 
industries, particularly in construction and manufacturing. Small-sized businesses, which employ between one and 49 
employees, added 108,000 new jobs. Medium-sized (50-499 workers) and large businesses (500 or more workers) 
increased payrolls by 59,000 and 71,000 new positions, respectively. Service-sector jobs increased the most, adding 
170,000 jobs while the factory sector added 19,000. The construction segment increased jobs by 48,000, the largest 
gain since 2006. 

 The number of Americans applying for unemployment benefits dropped more than expected last week, with initial 
claims falling 15,000 to a seasonally adjusted 330,000. This was lower than the market estimate of 335,000. 
According to a Labor Department analyst, the data continues to be in a “volatile period”, though there was no evidence 
to show that winter weather had affected the number of filings. Moreover, the less-volatile four-week moving average 
of claims declined by 9,750 to 349,000 while continuing claims rose 50,000 to a seasonally adjusted 2,865,000 two 
weeks ago. 

 For the month of December, the Euro-zone services purchasing managers’ index held steady at 51, in line with the 
market estimate, though there were considerable difference to be noted among the countries. Spain’s service sector 
grew at the swiftest pace in six and a half years while France’s composite PMI hit a seven-month low, indicating a 
possible economic contraction for a second straight quarter. 

 Reports showed that China’s consumer-price index climbed 2.5% year-on-year in December, meeting market 
expectations though falling below the 3.0% uptick recorded in November. The report suggested weakening demand in 
the economy. 
 

Global Bonds 

 

US Treasury prices managed to eke out some gains earlier during the week 

following some disappointing data releases from the US, Europe and China, 

which prompted a risk-off sentiment. High yields on the 10-year benchmark 

bond also drew buying interest from most investors. However, gains were 

tempered by a strong US ADP private-sector employment report, which 

implied strengthening economic growth. Week-on-week, the 10-year 

benchmark yield fell 2.38 basis points to 2.965%. 

 

 

 

 

US Treasury Yield Curve

Tenor 2-Jan 9-Jan  +/- bps

3m 0.061 0.036 -2.53

6m 0.086 0.056 -3.04

2y 0.380 0.429 4.91

5y 1.718 1.749 3.06

10y 2.989 2.965 -2.38

30y 3.922 3.880 -4.26
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Currencies  
 

It was a quiet start to the week for the currencies market as market players 

remained on the sidelines, awaiting news on the latest FOMC meeting 

minutes and the results of the ECB policy meeting on Thursday.  The euro 

exhibited small changes against the US dollar during the week, mostly on 

data, but managed to end with a slight gain even after the central bank left 

interest rates unchanged and pledged to keep rates low for an extended 

period to protect economic gains. This caused funds to flow into the region 

amid optimism that the Euro-zone could be experiencing a more stable 

recovery at last. Week-on-week, the euro gained 0.10% against the US 

dollar and 0.20% against the Japanese yen. 

 

The week ahead (Jan 13 – Jan 17) 

 

This week, trading in global financial markets was mostly cautious as market players awaited news from central banks in both the 

US and Europe. There will not be any major developments globally next week, thus, movements in global financial markets will 

likely continue to be driven by economic data releases, especially from the world’s largest economy as these would provide 

direction to the scale of the Fed’s bond purchase tapering. Note that any positive economic data would bode well for developed 

market equities, but negatively for emerging markets, since fund flows would be redirected to the former. On the other hand, US 

Treasury yields are expected to continue climbing as the Fed begins to phase out QE3, though the high yields may draw some 

buying interest. For currency markets, we expect a strong US dollar bias to continue, especially compared to emerging market 

currencies. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Currencies 

3-Jan 10-Jan % Change

USD/PHP 44.650 44.710 -0.13%

EUR/USD 1.3589 1.3603 0.10%

GBP/USD 1.6418 1.6460 0.26%

USD/JPY 104.86 104.95 -0.09%

AUD/USD 0.8945 0.8897 -0.54%

USD/CHF 0.9052 0.9076 -0.26%

EUR/CHF 1.23005 1.23456 -0.37%

EUR/JPY 142.48 142.76 -0.20%
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Philippine Financial Markets 

Local financial markets declined mostly due to speculation of an interest rate hike and higher inflation following the 
release of December’s CPI figure. Moreover, investor sentiment was dragged down by positive economic data releases 
from the world’s largest economy, which could mean that the US Fed may accelerate the pace of its bond purchase 
tapering. For the week, prices of local equities and local government securities fell, while the peso weakened against the 
US Dollar. 
 
 
 
Local Equities 
 

The local equities market barely moved at the start of the first full trading week 

of  the new year. The market oscillated from day to day, ending lower than the 

previous week. A brief uptick occurred following the IMF's statement that it may 

raise its global growth forecast, but expectations that interest rates would be 

hiked in response to December's 4.1% inflation figure and lack of positive 

developments spooked the market downward. Week-on-week, the index 

plunged 105.05 points or -1.77% to close at 5,842.88. For the week, foreign 

investors were net sellers at Php1.62 billion. 

 
Conglomerates 

 San Miguel Corp. is set to take over the operation and management of power distributor, Albay Electric Cooperative, 
Inc. (ALECO). According to Energy Secretary Carlos Jericho L. Petilla, San Miguel has already been involved in the 
operations of ALECO since late last year. The conglomerate, through SMC Global Power Holdings Corp. signed a 25-
year concession agreement with ALECO last Oct. 29. 

 
Foods and Beverages 

 The country’s second biggest retailer, Puregold Price Club, Inc. (PGOLD), is planning to add at least 25 new stores 
nationwide as part of its five-year expansion program, which would put up 25 new branches annually, started last 
year. The Co-led firm has allotted Php3 billion for the said expansion and aims to complete the new stores within the 
year. 

 
Transportation 

 The country’s budget airline, Cebu Pacific (CEB) has sealed a deal to purchase a 100% stake of Tigerair Philippines, 
which would result in an alliance with Singapore-based Tiger Airways Holdings. The deal will allow Cebu Pacific to 
have access to Tigerair Philippines’ slots in Ninoy Aquino International Airport (NAIA). However, the transaction is still 
subject to regulatory approval from the Civil Aeronautics Board and the Securities and Exchange Commission.  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

3-Jan 10-Jan % Change

PSEi 5,947.93 5,842.88 -1.77%

Philippine  Stock Exchange  Index
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Philippine Bond Market  

 
On the local fixed income space, prices of government securities fell for the 
week on the back of higher-than-expected inflation figure for the month of 
December. Moreover, expectations that inflation may spike further weighed 
on investor sentiment. For the week, yields climbed by an average of 39 basis 
points led by the short-end of the curve, which advanced by 87 basis points. 
The belly and long-end of the curve likewise increased by 24 and 1 basis 
points, respectively. 
 
The Bureau of the Treasury (BTr) sold Php20 billion worth of Treasury Bills 
during an auction concluded last January 6

th
. Two of the offered tenors were 

only partially awarded, composed of Php3.54 billion worth of 91-day bills with 
an average yield of 0.693% and Php3.11 billion worth of 364-day bills at an 
average yield of 1.079%. The government also offered Php6.00 billion worth 
of 182-day bills, but rejected all bids for the tenor. The government received 
tenders totaling Php13.068 billion, lower than the amount offered. 
 
 
 
Philippine Peso 

 
Earlier in the week, the Philippine peso was on a downtrend, which started when China released its weak services PMI data. It 
further lost ground following the release of higher-than-expected inflation data in December. However, the local currency managed 
to pick up slightly as the latest FOMC minutes spurred speculation that the Fed’s tapering activity would still continue to be data 
dependent. Towards the end of the week, the Philippine peso dipped again on the back of positive economic data releases from the 
US, which could possibly accelerate the pace of the Fed’s bond-purchase tapering. Week-on-week, the USD/PHP pair surrendered 
6 centavos to 44.710. 
 
 
For the month of December, inflation jumped 4.1% year-on-year as higher annual increases were seen across nearly all segments, 

save for communication, recreation and culture, and education. Food and utilities led the price increases. The figure was higher 

than the market estimate of 3.9% and November’s 3.3%, and was also the largest uptick since December 2011. This brings the fu ll-

year 2013 average inflation to 3.0%, at the lower bound of the BSP’s 3%-5% target for the year. Not including the volatile food and 

energy categories, core inflation advanced 3.2% year-on-year. 

 

The country’s gross international reserves rose to US$83.749 billion in December, higher than the US$83.572 billion in November 

and the highest since March of last year. The increase was mainly due to foreign exchange operations and income from 

investments abroad of the Bangko Sentral ng Pilipinas (BSP), as well as foreign currency deposits by the Treasurer of the 

Philippines, according to the central bank. The BSP added that the inflows were partially offset by revaluation adjustments on the 

BSP’s gold holdings and payments by the national government for its maturing foreign exchange obligations. However, the year-

end figure missed the BSP’s revised 2013 forecast of US$85 billion. 

 

Data from the Bangko Sentral ng Pilipinas (BSP) showed that the amount of money in the Special Deposit Accounts (SDA) under 

the BSP went down to a three-year low to Php1.353 trillion as of December 20. This was the lowest level since reaching Php1.238 

trillion in December 2010. Meanwhile, the funds in SDA peaked to as much as Php2.2 trillion in April last year. The decline was 

primarily due to the central bank’s prohibition of banks and financial institutions from parking investment management account 

funds from the facility.  

 

According to the Department of Finance (DoF), the government’s budget balance registered a Php1 billion surplus in November o f 

last year, which was a reversal of the Php11.475 billion deficit recorded in the same period in 2012, and the Php11.237 billion deficit 

in October. This brought the year-to-date deficit to Php111.464 billion, which is narrower than the Php127.082 billion posted in the 

same period in 2012, and short of this year’s Php238 billion cap. Revenues in November amounted to Php164.996 billion, or a 

6.24% increase year-on-year as the Bureau of Internal Revenue (BIR) and Bureau of Customs (BoC) both registered double-digit 

growth. Meanwhile, public spending slowed in November as disbursements amounted to Php163.996 billion, down by 1.67% on 

yearly basis. 

T enor 3-Jan 10-Jan  Change

1m 0.47 1.11 63

3m 0.57 1.11 54

6m 0.68 1.89 121

1y 0.98 2.06 108

2y 2.54 3.03 49

3y 2.94 3.19 24

4y 3.75 3.91 15

5y 3.93 4.07 14

7y 3.99 4.17 18

10y 4.09 4.24 15

20y 5.30 5.39 9

25y 5.85 5.65 -20

Average 39

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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According to the National Statistics Office (NSO), the country's export revenue for the month of November 2013 jumped by 18.9% 

to US$4.292 billion compared to the registered earnings during the same month in 2012. The growth was driven mainly by 

electronic products, which recorded US$1.91 billion during the month, a 10% increase from the US$1.74 billion in 2012. Electronic 

products accounted for 44.6% of the country’s total export earnings. Moreover, Japan was the top destination of products having a 

share of 23.6%, followed by the United States of America and China with shares of 13.7% and 12%, respectively. 

 

The week ahead (Jan 13 – Jan 17) 

 
The market is expected to trade sideways with a downward bias and take its cue from further developments abroad. All eyes are on 
the US payrolls data, which, if resulting in a strong figure, could prompt the US Federal Reserve to accelerate the pace of its bond 
purchase taper. This could lead to more outflows from emerging markets, such as the Philippines. The local bourse is expected 
trade from 5,750 to 5,900 for the week. 

Meanwhile, trading for the local fixed income and currency will continue to hinge on the economic data releases from the world’s 
largest economy. On the local front, the remittances figure from overseas Filipino workers is slated to come out within the week. 

 


