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January 20, 2014 

Global Financial Markets 
 
Global equities closed slightly higher as losses from the dismal US non-farm payrolls report on Friday were countered by 
strong retail sales data, which strengthened the positive economic outlook. US Treasury prices were also higher as the 
disappointing jobs data soothed concerns that the Fed would accelerate its pace of bond purchase tapering. Meanwhile, 
the euro weakened against the greenback following a disappointing Euro-zone trade balance report during the week. 
 
Global Equities 
 

Global equities ended the week 
slightly higher despite early 
losses following the weak US 
payrolls report last Friday. Data 
released by the Labor 
Department last Friday showed a 
74,000 gain in payrolls last 
month, the lowest increase since 
January of 2011. Market estimate 
was for the payrolls to rise by 
197,000. The slowdown was 
likely due to cold weather, which 
contributed to a slump in 
construction hiring as well as 
hiring in recreation companies. 
However, a strong retail sales 
report from the US mid-week, as 
well as a global growth forecast 
upgrade from the World Bank 
managed to boost investor 
sentiment. 

In the US and Europe, cautious 

trading was observed at the 

beginning of the week ahead of 

key bank earnings results from 

the world’s largest economy. 

Consequently, shares were 

dragged lower following 

disappointing figures from both 

Goldman Sachs and Citibank. Over in Asia, markets mostly mirrored gains and losses in Wall Street, with investors ,mostly focused 

on US employment and inflation data released during the week.  

Week-on-week, the MSCI World index rose by 0.79% led by the the European region, which climbed 1.78% and the MSCI Asia-

Pacific ex-Japan region, which gained 0.48%. The Dow Jones Industrial Average and the S&P500 index both managed to tick up 

0.23% and 0.56%, respectively.  

Economic data releases for the week were mixed, which left investors to ponder how major central banks would move next.  

 Last December, US inflation inched slightly higher by a seasonally adjusted 0.3% month-on-month, matching the 
market estimate. Not including the volatile food and energy categories, prices were up 0.1%, also meeting the market 
estimate. On a yearly basis, prices rose 1.5% and core prices were up 1.7%. While all figures met estimates, the final 
inflation figure was still lower than the Fed’s target of 2% year-on-year. Leading the monthly gain were energy prices, 
with gasoline costs up 3.1%. Electricity, rents, apparel, tobacco, food and personal care prices likewise all increase. 

 Last December, retail sales in the US edged up 0.2%, beating the market estimate of a 0.1% gain following 
November’s downwardly revised growth of 0.4%. The December figure was dragged down by a 1.8% drop in 
automobile sales. However, not including autos, sales rose by 0.7%, the biggest increase in 10 months. Over-all, the 
gain was led by spending at grocery stores, which rose 2.0%, the biggest leap since October of 2006. More spending 
was also observed in restaurants, clothing stores and non-store retailers, which include online sales. Gas station 
spending rose, a reflection of higher fuel prices. Meanwhile, sales at electronics and appliance stores, department 
stores and sporting goods stores all dropped. 

09-Jan-14 16-Jan-14 % Change

MSCI World 1,646.37 1,659.34 0.79%

MSCI Europe 112.05 114.05 1.78%

MSCI Asia-Pacific ex-Japan 455.95 458.12 0.48%

Dow Jones Industrial Average 16,444.76 16,481.94 0.23%

S&P 500 1,838.13 1,848.38 0.56%

Global Equity Performance
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 According to the Fed’s latest Beige Book, which is a gathering of anecdotal information on current economic 
conditions by each Fed district, economic outlook was “positive in most districts, with some reports citing expectations 
for ‘more of the same’ and some expecting a pick-up in growth.” However, it was also noted that some districts had 
reported that home sales of residential construction had slowed, or even dropped in recent months. 

 The World Bank (WB) raised its global growth forecast for the first time in three years, citing recovery in advanced 
economies. In particular, the WBs forecast for the richest nations was hiked to 2.2% from 2.0%, reflecting 
improvement in the Euro-zone as well as the US, which was forecasted to grow twice as fast as Japan. 

 In other news, economic growth in Germany lost momentum in the fourth quarter, with GDP increasing around 0.25%. 
This was roughly the same as the growth recorded in the third quarter. 

 According to Eurostat, consumer prices in the Euro-zone rose 0.3% month-on-month and 0.8% year-on-year last 
December, representing a decline in the annual rate of inflation from 0.9% in November, and falling even further below 
ECB’s targeted rate of 2.0%. Core inflation likewise fell to 0.7%, the lowest level since records began back in 2001. 

 According to the Organization for Economic Cooperation and Development’s (OECD) leading indicator, growth is seen 
to accelerate in most large economies during the first half of 2014. OECD’s leading indicator for its 34 member nations 
inched up to 100.9 in November from 100.7 last October. Based on its report, composite leading indicators showed 
signs of an improving outlook in most advanced economics, particularly in the US, UK and Japan, and likely in the 
Euro-zone. While growth in the Euro-zone will continue to be led by Germany, France and Italy would also return to 
growth in the coming months. 

 

 

Global Bonds 

 

US Treasury prices were higher for the week as a number of disappointing 

data points soothed fears that the central bank would taper its bond 

purchases at a faster pace than expected. Solid gains were made 

following the sharp drop in the US non-farm payrolls report released 

Friday. However, upbeat retail sales and wholesale inflation data served 

to boost the outlook on the economy, thereby causing yields to rise. 

Week-on-week, the 10-year benchmark yield fell 12.38 basis points to 

2.841%. 

 

 

Currencies  
 

It was a strong start to the week for the euro, especially following 

Friday’s disappointing US non-farm payrolls report. Gains continued 

until the middle of the week, supported by strong Euro-zone industrial 

production data which rose 1.8% month-on-month in November, 

beating the market estimate of a 1.4% gain. However, nearly all gains 

were wiped out Wednesday, after the Euro-zone trade balance for the 

month of December came in at 16 billion euros, missing the market 

estimate of 16.7 billion. Week-on-week, the shared currency lost 0.48% 

against the greenback. 

 

 

The week ahead (Jan 20 – Jan 24) 

 

This week, trading in global financial markets was driven by economic data releases from across the globe. In the coming week, 

movements in global financial markets will likely continue to be driven by economic data releases from the US as these would 

provide direction to the scale of the Fed’s bond purchase tapering, especially with the upcoming FOMC meeting at month-end. 

Equities markets are seen to trade sideways as investors remain on the sidelines awaiting more news. US Treasury prices could fall 

as investors consolidate this week’s slight non-farm-payrolls-driven rally. For the currency market, we expect the US dollar to 

continue strengthening against its currency peers as the Federal Reserve has already begun to wind down its month bond 

purchases by US$10 billion.  

US Treasury Yield Curve

Tenor 9-Jan 16-Jan  +/- bps

3m 0.036 0.030 -0.51

6m 0.056 0.056 0.00

2y 0.429 0.383 -4.66

5y 1.749 1.640 -10.86

10y 2.965 2.841 -12.38

30y 3.880 3.773 -10.69

Currencies 

10-Jan 17-Jan % Change

USD/PHP 44.710 45.000 -0.64%

EUR/USD 1.3670 1.3604 -0.48%

GBP/USD 1.6483 1.6333 -0.91%

USD/JPY 104.18 104.34 -0.15%

AUD/USD 0.8995 0.8807 -2.09%

USD/CHF 0.9024 0.9058 -0.38%

EUR/CHF 1.23363 1.23233 0.11%

EUR/JPY 142.39 141.94 0.32%
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Philippine Financial Markets 

The local equities market rebounded for the week on the back of weaker-than-expected US non-farm payrolls data, as well 
as the World Bank’s upgrade of its global growth forecast. Meanwhile, prices of local government securities fell and the 
peso weakened to the 45-level mark due to the strong US retail sales data which reignited concerns that the US Federal 
Reserve may accelerate the pace of its bond purchase tapering. 
 

 
Local Equities 
 

The local equities market rallied for the week following the release of weaker-
than-expected jobs data in the US.  This could mean that the Fed may not taper 
their stimulus program significantly right away, positive news for an emerging 
market like the Philippines.  The World Bank provided additional push for the 
index after it upgraded its 2014 global growth forecast to 3.2% (from 3.0% June 
prediction) as accommodative monetary policies in advanced economies helped 
in the recovery of these countries.   Week-on-week, the index jumped 144.21 
points, or +2.47%, to close at 5,987.09. For the week, foreign investors were net 
sellers at Php0.19 billion. 
 

Conglomerates 

 San Miguel Corp. (SMC) sees its net income to reach as high as Php57 billion in end-2013 from the initial Php39 
billion forecast. According to San Miguel President and Chief Operating Officer (COO) Ramon S. Ang, the company 
expects profits to hit the aforementioned Php57 billion on the back of the sale of its 27% stake in Manila Electric Co. 
(Meralco) to Gokongwei-owned JG Summit Holdings, Inc. in a deal worth roughly Php72 billion. 

 
Media 

 ABS-CBN Corp. has allotted Php10 billion for its capital expenditures over the next 5 years. ABS-CBN Chief 
Information Officer Eulogio Martin Masilungan said that the multimedia giant is spending Php4 billion for production 
forward planning including production canning or advanced production of television programs & movies and also the 
construction of sound stages. He added that another Php3 billion would used this year until 2019 for general capital 
expenditures and another Php2 billion would be allocated for the TV business under SkyCable Corp. 

 
Transportation 

 Gokongwei-led Cebu Pacific saw its passenger volume decline by 7.8% to 1.06 million passengers in November last 
year from the 1.15 million passengers recorded in the same period in 2012. According to Cebu Pacific Vice-President 
for Corporate Affairs Jorenz T. Tañada, this is was mainly attributed to roughly two to three days’ worth of flights the 
Cebu Pacific cancelled due to super typhoon Yolanda last November. Broken down, domestic passenger volume went 
down by 9.7% to 809,324 from 896,754 while the international passenger count dropped 0.9% to 250,656 from 
252,992. However, in the January to November 2013 period, Cebu Pacific saw its total volumes increase by 9% to 
13.106 million from 12.023 million. 
 

Power 

 First Gen Corp. is looking to spend around US$2.5 billion to develop liquefied natural gas (LNG) facilities in Batangas 
City until 2019. According to First Gen Chairman and Chief Executive Officer Federico R. Lopez, the company’s vision 
is build an additional 1,342 megawatts (MW) between now and 2019. He added that the company plans to construct 
its own LNG import terminal as well, which can power all three units of San Gabriel. 

 
 
 
 
 

10-Jan 17-Jan % Change

PSEi 5,842.88 5,987.09 2.47%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
On the local fixed income market, prices of government securities slightly fell 
as investors digested strong retail sales print from the world’s largest 
economy which could point the pace of the Fed’s plan to scale back its bond-
purchases beginning this month. For the week, yields climbed by an average 
of 2 basis points with the belly and long-end of the curve rising by 9.75 basis 
points and 1.25 basis points, respectively. Meanwhile, the short end of the 
curve slid by 7.80 basis points. 
 
 
Data from the Bureau of the Treasury (BTr) showed that state borrowings fell 
by 40% in November 2013 to Php31.521 billion from Php52.888 billion posted 
in the same month in 2012. Broken down, domestic borrowings totaled 
Php30.653 billion in November last year, or 14.79% lower than the 
Php35.972 billion register in the previous year. Meanwhile, external 
borrowings declined by 94.87% to Php868 million from Php16.919 billion. 
This brought the 11 months to November 2013 state borrowings to 
Php563.547 billion, or lower by 33.91% from the Php852.703 billion incurred 
in the comparable period in 2012. 
 
 
Philippine Peso 

 
The Philippine peso initially advanced as a result of weaker-than-expected US non-farm payrolls data. However, positive US 
economic data releases such as retail sales came out, signaling an improving US economy. The upgrade of global growth forecast 
by the World Bank further strengthened the greenback, hereby pulling the peso downward throughout the rest of the week. The 
local currency depreciated by 29 centavos, breaching the 45 level mark, to end the week at 45.000. 
 
 
For the month of November 2013, remittances from overseas Filipino workers (OFWs) coursed through banks climbed 7.5% year-

on-year to US$2.063 billion, much higher than the US$2.062 billion recorded in the prior month. In the 11-month period ended 

November, cash remittances amounted to US$20.6 billion, up 6.1% year-on-year, exceeding the BSP’s target of a 5.0% growth for 

the year. As always, the major sources of cash remittances were the US, Saudi Arabia, the UK, the UAE, Singapore, Canada and 

Japan. 

 

According to the Bangko Sentral ng Pilipinas (BSP), net foreign direct investments (FDI) climbed by 66.01% to US$254 million in 

October, from US$153 million registered in the same period last year. The central bank stated that the rise in foreign investments 

into the country reflects favorable investor sentiment on the back of the country’s macroeconomic stability amid challenging global 

economic conditions. Moreover, equity capital registered a net inflow of US$68 million in the same period with gross placements of 

US$115 million, which exceeded the US$47 million amount of withdrawals. 

 

According to the Bangko Sentral ng Pilipinas (BSP), net inflows of hot money rose 8% year-on-year to US$4.224 billion in 2013, 

which is the highest to be recorded since 1999. Broken down, foreign investors put in US$28.404 billion and withdrew US$24.180 

billion. The hot money inflows for the year has surpassed the BSP’s US$3.2 billion forecast for 2013. The central bank stated that 

this may be attributed to the country’s sound macroeconomic fundamentals, registered high growth in the first three quarters,  the 

investment grade ratings received from the three international rating agencies, boosting investor confidence in the Philippines, and 

the Euro-zone and United States crises, which diverted funds to emerging economies. 

 

The Bangko Sentral ng Pilipinas (BSP) has reduced its net losses as of November 2013 to Php23.48 billion from Php86.31 billion 

posted in November 2012. BSP Governor Amando Tetangco Jr. said that the improvement in the central bank’s income position for 

the January to November 2013 period is mainly due to foreign exchange revaluation gains and the fact that reduction in interest 

expense for the period was greater. Broken down, revenues that the BSP earned fell by 13% to Php53.04 billion in the January to 

November 2013 period. Interest income declined by 20% to Php29.87 billion from Php37.53 billion while expenses was trimmed by 

24% to Php76.98 billion. 

 

 

 

T enor 10-Jan 17-Jan  Change

1m 1.11 1.00 -11

3m 1.11 1.00 -11

6m 1.89 1.83 -6

1y 2.06 2.04 -3

2y 3.03 3.20 17

3y 3.19 3.31 13

4y 3.91 3.98 7

5y 4.07 4.12 5

7y 4.17 4.24 7

10y 4.24 4.30 6

20y 5.39 5.33 -5

25y 5.65 5.68 3

Average 2

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (Jan 20 – Jan 24) 

 
We expect the local equities market to trade lower next week on the back of negative sentiment in the region, specifically on 
Thailand and China.  Next week, China is set to release its 4Q13 GDP figure with the consensus expecting the figure to be at 7.6%, 
a slowdown from 3Q13’s 7.8%.   Moreover, Thailand has downgraded its growth forecast for 2014 to 3.1%, from initial estimates  of 
4.0% and 5.1%.  The lower forecast was due to continued political unrest in Bangkok.  With these negative sentiments on top of 
slower growth because of Typhoon Haiyan, any rally on our local bourse will be capped.  Ergo, the local bourse is expected to trade 
from 5,850 to 6,050 next week.   

Meanwhile, on the local fixed income market and currency markets, we expect sideways trading as market players continue to take 
their cue from global developments particularly in the United States as economic data releases will most likely determine the pace 
of the Federal Reserve’s bond purchase tapering. On the local front, market players will take a look at the balance of trade figure 
which is slated to be released in the week. 

 


