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Global Financial Markets 
 
Global equities ended the week with a loss as investors digested mixed corporate earnings results and mostly 
disappointing economic data releases from the US, Euro-zone and China. Weak economic data points from China, in 
particular, prompted a risk-off sentiment among investors and caused downward pressure on US Treasury yields. 
Meanwhile, the euro strengthened against the US dollar following strong PMI data from the region. 
 
Global Equities 
 

Global equities closed the week with 
a loss, giving up early gains amid a 
slew of mixed corporate earnings 
releases and largely underwhelming 
economic data points from across 
the globe. 

In the US, it was a shortened trading 
week as the equity and Treasury 
markets were closed for the Martin 
Luther King Jr. holiday on Monday. 
Investors mostly remained on the 
sidelines, taking cues from key 
corporate earnings releases from 
large companies such as 
Johnson&Johnson and McDonald’s, 
especially since economic data was 
scarce during the week. 

Over in Europe, sentiment was 
mostly upbeat at the beginning of 
the week following strong business 
confidence and retail sales data from 
the region. However, most gains 
were wiped out at Thursday’s close 
as weak Chinese manufacturing 
data caused investors to shrug aside 
other signs of an improving Euro-
zone economy.  

Asian markets were driven by 
developments in China, beginning 
with the country’s GDP figure released Monday, which showed that the economy grew 7.7% year-on-year, slightly above the market 
estimate, but slower than the previous quarter’s 7.8% growth. A surge in the country’s inter-bank lending rates also weighed on 
stocks, though concerns on this were mostly assuaged after the Chinese central bank stepped in to prevent a liquidity crisis in the 

country’s financial sector. The People’s Bank of China injected 75 billion yuan (US$12.4 billion) worth of 7-day loans and 180 billion 

yuan of 21-day loans, causing the 7-day benchmark rate to fall to 5.55%, lower than the 6.59% close on Monday but still above the 
5.17% close on Friday last week. A weak manufacturing sector report from China, however, ultimately dragged stocks lower to end 
in the week in negative territory. 

Week-on-week, the MSCI World index gave up 0.54% led by the Asia-Pacific ex-Japan region, which fell 0.88% and the European 

region, which lost 0.37%. The Dow Jones Industrial Average and the S&P500 index surrendered 1.34% and 0.94%, respectively.  

Economic data releases for the week were few and far between, with most investors in the western world focusing more on key 

corporate earnings releases.  

 Last December, US industrial production rose by a seasonally adjusted 0.3%, meeting the market estimate. 
Throughout 2013, total output climbed 3.7%, which was the strongest increase since 2010. Capacity utilization 
likewise went up by 0.1 percentage point to 79.2% and manufacturing output increased 0.4%, posting its fifth straight 
monthly increase. Production for primary metals, electric equipment, appliance and autos all led gains. Meanwhile, 
utility production declined by 1.4% despite the cold weather. 

 Housing starts in the US plunged 9.7% in December, lower than the market estimate of -9.7%, to a seasonally 
adjusted annual rate of 999,000. This compared to the market estimate of 985,000, from an upwardly revised 1.11 

16-Jan-14 23-Jan-14 % Change

MSCI World 1,659.34 1,650.45 -0.54%

MSCI Europe 114.05 113.63 -0.37%

MSCI Asia-Pacific ex-Japan 458.12 454.09 -0.88%

Dow Jones Industrial Average 16,417.01 16,197.35 -1.34%

S&P 500 1,845.89 1,828.46 -0.94%

Global Equity Performance
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million starts in November. Building permits, which serves as an indicator of future construction, also fell by 3.0% to 
986,000, compared to the market estimate of 1,014,000. Nevertheless, for full-year 2013, housing starts surged 18.3% 
year-on-year to 923,400, posting the strongest year since 2007. Permits were also up 17.5% to 974,700, the strongest 
reading since 2007. 

 Sales of previously owned homes in the US rose 1.0%  last December, beating the market estimate of a 0.6% gain 
and November’s downwardly revised  -5.9%. to a seasonally adjusted rate of 4.87 million. This marked the first 
monthly increase since July. However, chief economist of the National Association of Realtors Lawrence Yun noted 
that sales should improve from the pace recorded in the past two months, but 2014 sales would likely show flat growth 
compared to 2013, due to falling affordability. 

 In other news, US consumer sentiment fell this January. The Thomson Reuters/University of Michigan’s preliminary 
reading on the overall index of consumer sentiment slid to 80.4, compared to the market estimate of 83.5 and 
December’s 82.5. According to survey directory Richard Curtin, low- and middle-income households were concerned 
about weak growth in employment and income, and anticipated less improvement in long-term prospects for the 
economy.  

 China’s economy for the fourth quarter of 2014 grew by 7.7% year-on-year, according to the National Bureau of 
Statistics in Beijing. This was slightly lower than the 7.8% posted in the third quarter, but higher than the market 
estimate of 7.6%. On a quarterly basis, the economy grew 1.8% compared to the market estimate of 2.0%. The fourth 
quarter growth figure brings China’s full-year 2013 GDP growth to 7.7%, matching the pace in 2012.  

 In other news, Chinese industrial production climbed 9.7% year-on-year in December, slightly lower than the market 
estimate of 9.8% and November’s 10.0% gain. Meanwhile, retail sales, which climbed 13.6% year-on-year, met the 
market estimate.  

 The German ZEW economic sentiment index, which measures the confidence of business-owners in the economy, fell 
to 61.7 in January, lower than the market estimate of 64.0, following December’s 62.0. Nevertheless, the current 
conditions index jumped to 41.2, stepping right over the market estimate of 34 and December’s 32.4. 

 For the third quarter of 2013, house prices in the Euro-zone jumped at the quickest quarterly pace in over two years. 
According to Eurostat, house prices in the region rose 0.6% quarter-on-quarter. However, on an annual basis, prices 
declined 1.3%. 

 According to the International Monetary Fund’s (IMF) latest World Economic Outlook (WEO) report, global growth 
would come in at 3.7% in 2014. This was an upward revision from its earlier forecast of 3.6% in October. The positive 
change was due to expectations of accelerated growth in the US, Euro-zone and Japan. In particular, the IMF raised 
its growth forecast for the US by 0.2 percentage points to 2.8%, though it downgraded its 2015 outlook by 0.4 
percentage points to 3% in light of the disputes in Congress over the federal balance sheet and spending. 
 

Global Bonds 

 

US Treasury prices started the week slightly lower as market players 

remained on the sidelines ahead of the FOMC meeting in the coming week. 

Some upward pressure on yields was also seen following news that the 

UK’s jobless rate dropped to 7.1%, fuelling speculation that major central 

banks around the world could scale back their monetary stimulus measures 

at a more accelerated pace should economic recovery improve. However, 

mixed data points from the US and disappointing manufacturing figures from 

China prompted an over-all risk-off sentiment, causing yields to drop once 

more. Week-on-week, the 10-year benchmark yield fell 6.42 basis points to 

2.777%. 
 

Currencies  
 

The euro initially weakened against the greenback on continued dollar 

strength in light of the Fed’s tapering. However, strong PMI data from the 

region released later during the week boosted the shared currency. Data 

released by London-based Markit Economics showed that factory output in 

the Euro-zone rose to 53.9 following December’s 52.7. The figure was also 

higher than the market estimate of 53. Markit’s services index likewise 

climbed to 51.9 from 51 in the previous month. Note that any reading 

above 50 indicates expansion. Leading expansion was Germany, as a 

separate report showed that the country’s factory output rose to a 32-

month high this month. Week-on-week, the shared currency gained 0.96% 

against the US dollar and 0.31% against the Japanese yen. 

US Treasury Yield Curve

Tenor 16-Jan 23-Jan  +/- bps

3m 0.030 0.036 0.51

6m 0.056 0.051 -0.51

2y 0.383 0.360 -2.30

5y 1.640 1.601 -3.93

10y 2.841 2.777 -6.42

30y 3.773 3.682 -9.05

Currencies 

17-Jan 24-Jan % Change

USD/PHP 44.710 45.000 -0.64%

EUR/USD 1.3541 1.3671 0.96%

GBP/USD 1.6424 1.6631 1.26%

USD/JPY 104.18 104.34 -0.15%

AUD/USD 0.8995 0.8808 -2.08%

USD/CHF 0.9101 0.8983 1.31%

EUR/CHF 1.23363 1.23234 0.10%

EUR/JPY 142.39 141.95 0.31%
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The week ahead (Jan 27 – Feb 3) 

 

Trading in global financial markets this week was mostly quiet, with market movements generally dictated by key corporate earnings 

releases, and a meager handful of economic data. In the coming week, expect light trading as investors remain on the sidelines 

awaiting results of the FOMC meeting, which is to be held on the 28
th

 until the 29
th

. That the tapering will commence is no longer a 

question, though as to how rapid and when it would actually end is still lingering on most investors’ minds. For equities markets, 

some investors may take the chance to book profits ahead of the meeting. US Treasury prices will likely fall as investors consolidate 

that rally over the past two weeks. On the currency market, the US dollar will strengthen against its currency peers as the Fed 

begins to wind down its monthly bond purchases.  

 

 

 

 

 

 

 

 

 

 



 

 
The views expressed in this report reflect the analyst’s personal views and not necessarily the Bank of the Philippine Islands’. Furthermore, no part of any of the research analyst's compensation was, is, or will be directly or indirectly related to the specific 
recommendations or views expressed by the research analyst in this report. The information contained herein is published by the Bank of the Philippine Islands Asset Management and Trust Group (or “BPI AMTG”). It is based on information obtained from sources considered to be 
reliable, but BPI AMTG does not make any representation or warranty, express or implied, as to its accuracy, completeness, timeliness or correctness for any purpose. All the tables are taken from publicly available sources or derived from proprietary data. Expressed opinions may be 
subject to change without prior notice. Any recommendation contained herein does not pertain to any specific investment objectives, financial situation and the particular needs of any addressee. The information herein is published for the information of addressees only and is not to be taken 
in substitution for the exercise of judgment by addressees who should obtain separate legal or financial advice. BPI AMTG, or any of its related companies or any individuals connected with the group accepts no liability for any direct, special, indirect, consequential, incidental damages or 
any other loss or damages of any kind arising from any use of the information herein (including any error, omission or misstatement herein, negligent or otherwise) or further communication thereof, even if BPI AMTG or any other person has been advised of the possibility thereof. The 
information herein is not to be construed as a solicitation to buy or sell any securities, futures, options or other financial instruments or to provide any investment advice or services. BPI AMTG and its associates, their directors, officers and/or employees may have positions or other interests 
in, and may affect transactions in securities mentioned herein and may also perform or seek to perform brokering, investment banking and other banking or financial services for these companies. The information herein is not intended for distribution to, or use by, any person or entity in any 
jurisdiction or country where such distribution or use would be contrary to law or regulation. All funds managed by BPI AMTG and affiliates are Trust and/or Investment Management Funds, which do not carry any guarantee of income or principal, and are NOT covered by the Philippine 
Deposit Insurance Corporation. Past performance is not a guarantee of future results. BPI Investment Funds are valued daily using the marked-to-market method. 

January 20, 2014 

Philippine Financial Markets 

The local equities market climbed for another week following the International Monetary Fund’s (IMF) upgrade of its 
growth forecast for the Philippines as well as the central bank of China’s additional liquidity infusion to its financial 
system. Meanwhile, prices of local government securities slightly fell as market players remained on the sidelines ahead 
of key events on both the local and global front. The Philippine peso weakened further as developed market assets 
continued to be favored by market players.  
 
 
 
Local Equities 
 

The local equities market climbed above the 6,000-mark for the first time this 
year after the International Monetary Fund upwardly revised its growth forecast 
for the Philippines.  The IMF upgraded its figure to 6.3% from a previous estimate 
of 6.0% in its latest World Economic Outlook report.  The positive sentiment was 
reinforced by China’s injection of more liquidity to its financial system, causing 
Asian markets to rise. Week-on-week, the index jumped 204.41 points, or 
+3.41%, to close at 6,191.50. For the week, foreign investors were net buyers at 
Php0.69 billion. 
 

Conglomerates 

 LT Group has increased its “indirect ownership” in Philippine National Bank (PNB) from 48.61% to 59.88%, through 10 
companies that own PNB shares. These companies are All Seasons Realty Corp.; Society Holdings Corp.; Profound 
Holdings, Inc.; Total Holdings Corp.; Kentwood Development Corp.; Fil-Care Holdings, Inc.; Safeway Holdings & 
Equities, Inc.; Purple Crystal Holdings, Inc.; Dynaworld Holdings, Inc.; and La Vida Development Corp. The Tan-led 
company has already secured the approval of the Securities and Exchange Commission last month for the increase in 
authorized capital stock of those 10 companies. 

 
Telecommunication 

 The Philippine Long Distance Telephone (PLDT) has recently obtained an approval from the Securities and Exchange 
Commission to sell or issue a seven- and 10-year fixed rate bonds with a base offer of Php10 billion and an 
oversubscription option of Php15 billion. The net proceeds of the bonds will be primarily used to bankroll capital 
expenditure and/or refinance existing obligations. First Metro Investment Corp., BDO Capital & Investment Corp., BPI 
Capital Corp., and Hong Kong and Shanghai Corporation Ltd. have been appointed as joint lead underwriters. 

 
Properties 

 The deal between Metro Pacific Tollways Development Corp. and the Philippine National Construction Corp. to build a 
Php30 billion link between the North and South Luzon expressways was finally inked. This marks the beginning of the 
Manila North Tollways Corp.’s (MNTC) construction project from Mindanao Avenue, Quezon City to McArthur Highway 
in Valenzuela City stretching 2.4 kilometers. The project is expected to be concluded by June. Moreover, the link will 
also pass Manila's Port Area and the Polytechnic University of the Philippines in the Sta. Mesa district - which 
stretches around 13.8 kilometers combined, and which will reportedly start on the third quarter of the year. 
 

Power 

 According to Energy Development Corp (EDC), the 650-megawatt Unified Leyte Geothermal Power Plant complex 
and the 112.5-MW Tongonan geothermal 1 power plants in Leyte, which had both been damaged by Super Typhoon 
Yolanda, may be operational by the 3rd quarter of this year. EDC President and COO Richard B. Tantoco stated that 
all units should be back by August, or possibly earlier depending on availability of spare parts, which depend on the 
lead-time of manufacturing. 

 
 
 
 
 

17-Jan 24-Jan % Change

PSEi 5,987.09 6,191.50 3.41%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
 
On the local fixed income space, prices of government securities fell slightly 
as defensive market players cut down on their risks ahead of the US FOMC 
meeting and a batch of economic data releases this week. Yields climbed by 
an average of 3 basis points for the week led by the belly which rose by 4.97 
basis points. The long-end of the curve increased by 1.96 basis points while 
the short-end of the curve fell marginally by 0.08 basis points. 
 
The Bureau of the Treasury (BTr) sold Php9.62 billion worth of the re-issued 
3-year Fixed Rate Treasury Notes during a Php25 billion auction concluded 
last January 21. Bids for the 3-year notes averaged at 2.399%, higher than 
the previous auction’s 2.054%. Coupon rate was at 1.625%, which was the 
original rate at its re-issuance last July 2013. Total bids amounted to 
Php33.22 billion. Had the BTr fully awarded the notes, average yield would 
have been raised to 2.681%. 
 
 
Philippine Peso 
 
The Philippine peso slid for another week as funds continued to favor developed market assets, particularly the US which has 
shown signs of recovery in recent weeks. Moreover, this would pave the way for the US Federal Reserve to carry out the pace of its 
US$85 billion bond-purchase tapering. For the week, the local currency gave up 31 centavos to close at 45.31 on Friday. 
 
For 2013, the country’s balance of payments (BOP) surplus reached US$5.085 billion, down 45% against 2012’s US$9.236 billion.  
The latest full year BOP surplus missed the Bangko Sentral ng PIlipinas’ target of US$5.3 billion. The narrower surplus was caused 
by the uncertainty in the Federal Reserve’s decision regarding the withdrawal of its economic stimulus. For the month of December, 
BOP surplus dropped to US$419 million compared to November’s US$837 million. 
 
The national government’s debt stock rose 5.5% to Php5.68 trillion as the state took advantage of liquidity in the total debt market. 
For the month of November, the government issued a total of Php17 billion of government securities, net of payments, bringing total 
outstanding domestic debt to Php3.75 billion, 9.95% up from the previous year. Foreign obligations, meanwhile, tallied Php1.93 
trillion, lower than the last year’s level of Php1.98 trillion.     
 
The Bureau of Internal Revenue (BIR) is looking to collect Php1.46 trillion in tax revenues for 2014, up 16.16% from 2013’s goal of 
Php1.25 trillion. According to the BIR, the figure was based off the 2014 medium-term revenue program as of December last year. 
Bulk of it was still composed of income taxes, which amounted to Php855.77 billion, or 58.6% of the total. Meanwhile, Php325.74 
billion will come from value-added tax and Php124.17 billion from excise tax. Moving forward, the government looks to bolster tax 
efforts to a record 16% before President Aquino’s term ends in 2016. 
 
Data from the Bureau of Agricultural Statistics (BAS) showed that the country’s agricultural trade deficit fell to US$964.47 million 
from January to September 2013 from US$2.43 billion registered in the same period in 2012. Agricultural exports earnings during 
the period registered US$4.707 billion or 28.31% year-on-year. Farm exports represented 11.75% of the country’s total export 
earnings for the period. Meanwhile, total expenditure for agricultural imports declined by 7.15% to US$5.67 billion during the period 
from US$6.10 billion posted in 2012. Farm imports accounted for 11.60% of the total import expenditure in the first nine months of 
the year. 
 
According to the Department of Trade and Industry (DTI), the country’s export of goods and services in 2013 may have risen by as 
much as 7.2% year-on-year to US$75.8 billion. The Department’s Bureau of Export Trade Promotions (BETP) stated that the 
increase in the export of labor may have increased last year’s exports figures. It added that the services sector grew by more than 
20% year-on-year to US$21.6 billion in 2013. Meanwhile, for merchandise exports, BETP added these may have slightly surpassed 
the US$52.09 billion recorded in 2012. 
 

T enor 17-Jan 24-Jan  Change

1m 1.00 1.03 4

3m 1.00 0.92 -8

6m 1.83 1.84 2

1y 2.04 2.06 2

2y 3.20 3.23 3

3y 3.31 3.45 14

4y 3.98 3.96 -2

5y 4.12 4.21 9

7y 4.24 4.25 1

10y 4.30 4.31 1

20y 5.33 5.34 0

25y 5.68 5.73 4

Average 3

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (Jan 27 – Jan 30) 

 
We expect the local equities market to correct next week as the market watches out for a lower 4Q13 GDP growth figure due to the 
devastation brought by Typhoon Haiyan.  Consensus estimates the figure to come out at 6.0% compared to the previous quarter’s  
7.0% growth.  Any GDP print lower than estimated would leave Philippine equities undeserving of premium valuations compared to 
peers in the region.  Moreover, the US fourth quarter GDP will be released next week.  Any positive surprise in the US would justify 
more EM to DM flows.  We are seeing the index support at the psychological 6,000-level with a resistance at 6,200. Trading range 
will be from 6,010 to 6,190.  

Meanwhile, trading on the local fixed income and currency markets will be mostly driven by the crucial US FOMC Meeting on 
January 28-29 which would finally see the US Federal Reserve begin its bond purchase tapering. Market players, then, would shift 
their attention to the vital economic data releases namely the US 4Q 2013 GDP, Philippines’ money supply and 4Q 2013 GDP 
figures which are slated to be released towards the end of the week.  


