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February 10, 2014 

Global Financial Markets 
 
Global equities once again ended lower as market sentiment dropped in the wake of weak manufacturing data from the US 
and China, as well as a number of disappointing corporate earnings results. However, US Treasury prices were also lower 
amid profit-taking and strong jobless claims data on Thursday which served to slightly temper sentiment. The euro 
strengthened against its peers after supportive statements from the ECB boosted demand for the shared currency.  
 
Global Equities 
 

Global equities markets once 
again closed Thursday with a 
slight negative as significant early 
losses on the back of weak global 
manufacturing data and corporate 
earnings results, were somewhat 
tempered by optimism on 
improved US jobless claims data 
and a dovish stance from the 
European Central Bank (ECB). 

It was a dismal week for the US 
equity market as investors 
digested a number of mostly 
downbeat economic and 
corporate earnings data, in 
particular a lower-than-expected 
private sector payrolls report. 
Only a significant drop in 
unemployment claims and some 
speculation on the jobless rate 
managed to improve morale 
slightly. 

European shares were also lower 
for the same reasons, though a 
rebound was seen on the final 
trading day of the week following 
supportive statements from the 
ECB. Following its meeting 
concluded Thursday, the ECB 
decided to maintain the refinancing rate unchanged at a record low of 0.25%. Market consensus had been split as to whether or not 
they would lower rates further in response to low inflation and tighter liquidity in the market. During the conference that followed, 
ECB President Mario Draghi stated that he was not worried about deflation since this was due to depressed food and energy prices. 
He likewise stressed that the ECB remained ready to take “decisive action” if needed.  

Asian shares mirrored the gains and losses in Wall Street, albeit to a limited extent as investors remained wary of the non-farm 
payrolls report due for release on Friday night, after eastern markets close.  

Week-on-week, the MSCI World Index slid 0.92% led by the MSCI Asia-Pacific ex-Japan region, which lost 1.07% and the 
European region which edged down by 0.25%. The Dow Jones Industrial Average index and the S&P500 index plunged 2.58% and 
2.37%, respectively. 

Economic data releases for the week mostly served to drag on sentiment. 

 Last December, consumer spending in the US rose more than forecasted as incomes stagnated, further highlighting 
that more improvement in the employment sector is needed before growth improves. Household purchases, which 
make up about 70% of the economy, climbed by just 0.4% following the prior month’s upwardly revised 0.6% gain. 
Market estimate was for spending to rise 0.2%.  

 In other news, US GDP grew at 3.2% year-on-year during the final quarter of 2013, meeting the consensus estimate 
but lower than the prior quarter’s 4.1% pace. Personal consumption, which makes up 70% of GDP, was up 3.3%, 
lower than the market estimate of 3.7%. The fastest growing positive impact on the GDP, however, were exports of 
goods and services which rose 11.4% in the final quarter of 2013, from 3.9% in the previous quarter. Meanwhile, 
federal government consumption and investment dropped by 12.6%, in part due to the 16-day government shutdown 
at the beginning of the quarter.   

30-Jan-14 06-Feb-14 % Change

MSCI World 1,607.46 1,592.69 -0.92%

MSCI Europe 110.36 110.08 -0.25%

MSCI Asia-Pacific ex-Japan 444.34 439.57 -1.07%

Dow Jones Industrial Average 15,848.61 15,440.23 -2.58%

S&P 500 1,794.19 1,751.64 -2.37%

Global Equity Performance
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 Data analyzing firm Markit stated that its purchasing managers’ index (PMI) for the Euro-zone’s manufacturing sector 
improved to 54.0 in January, beating the market estimate of 53.9, following December’s 52.7. This was the fastest 
expansion since May of 2011, and was also higher than the “flash” estimate of 53.9. Germany led the expansion as its 
PMI surged to 56.5 from 54.3. Most of the other countries in the region showed improvement as well. 

 For the month of January, the Institute for Supply Management’s (ISM) factory index fell to 51.3, much lower than the 
market estimate of 56 and the prior month’s 56.5. The index fell as the colder-than-usual winter weather slowed 
demand and production, pulling the brakes on the recent strength in US manufacturing. Bradley Holcomb, who chairs 
the ISM’s manufacturing report, stated that while comments from the panel indicated a mix of concern over severe 
weather conditions, the outlook for the rest of the year remained solid. 

 According to the Institute for Supply Management’s non-manufacturing purchasing managers’ index (PMI), the US 
non-manufacturing sector continued to expand in January. The index rose to 54.0, beating the market estimate of 53.7 
and December’s 53.0. Similar to Monday’s manufacturing survey, some of the participants stated that weather had a 
negative effect on the index.  

 Data compiled by Automatic Data Processing Inc. (ADP) and forecasting firm Moody’s Analytics showed that US 
private sector payrolls rose 175,000, lower than the market estimate of 185,000. Based on the report, job numbers 
were weighed down by the cold and stormy winter weather. However, barring the weather disturbance, the underlying 
job growth continued to be sturdy. 

 Last December, now orders for manufactured goods fell by 1.5%, slightly better than the market estimate of a 1.8% 
drop but lower than November’s downwardly revised 1.5% gain. Among the largest declines was orders for 
transportation equipment, which slumped 9.7% after rising 8.1% last November. Not including the volatile 
transportation category, orders edged up 0.2% following November’s 0.3% climb.  

 Last week, the number of American filing for jobless initial benefits dropped by 20,000 to a seasonally adjusted 
331,000, lower than the market estimate of 335,000. However, the less-volatile four-week moving average of claims 
inched higher to 334,000 from 333,750. Continuing claims likewise increase by 15,000 to 2,964,000 for the week 
ended January 25. 

 US exports dropped 1.8% month-on-month to a seasonally adjusted US$191.29 billion last December. On the other 
hand, imports inched higher by 0.3% to US$229.99 billion. This caused the US trade deficit to widen the US$38.7 
billion, higher than the market estimate of US$36.0 billion and November’s US$34.56 billion. The data suggests that 
trade made a smaller contribution to economic growth in the fourth quarter. 
 
 
 

Global Bonds 

 

US Treasury prices ended Thursday with a loss as the over-all risk-off 

sentiment seen at the beginning of the week brought on by downbeat 

manufacturing and jobs data was ultimately overturned by profit-taking and 

strong non-manufacturing and jobs data released later on. The 10-year 

benchmark yield inched up by 0.54 basis points to 2.700%. 

 

 
 

 

Currencies  
 

In the global currencies market, the dollar initially strengthened against 

its currency peers on the general risk-off sentiment, especially amid the 

sell-off in emerging market assets. However, the euro posted gains 

following the release of strong PMI data from the region and supportive 

statements from the ECB, which buoyed demand for the shared 

currency. The Aussie dollar likewise strengthened significantly against 

the greenback after Australian Bureau of Statistics data showed a trade 

surplus of US$468 million in December, following a surplus of just 

US$83 million in November. Week-on-week, the euro gained 0.73% 

against the US dollar and 0.74% against the Japanese yen. The 

Australian dollar also appreciated 2.16% against the greenback. 

 

 

 

US Treasury Yield Curve

Tenor 30-Jan 6-Feb  +/- bps

3m 0.015 0.066 5.07

6m 0.056 0.066 1.01

2y 0.344 0.320 -2.40

5y 1.510 1.520 0.98

10y 2.695 2.700 0.54

30y 3.634 3.668 3.42

Currencies 

31-Jan 7-Feb % Change

USD/PHP 45.320 44.985 0.74%

EUR/USD 1.3486 1.3585 0.73%

GBP/USD 1.6439 1.6352 -0.53%

USD/JPY 102.04 102.07 -0.03%

AUD/USD 0.8756 0.8945 2.16%

USD/CHF 0.9065 0.9004 0.68%

EUR/CHF 1.22236 1.22324 -0.07%

EUR/JPY 137.63 138.66 -0.74%
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The week ahead (Feb 10 – Feb 14) 

 

Trading in global financial markets this week was largely driven by economic data and corporate earnings releases. Market players 

were also mostly cautious ahead of the ECB meeting concluded Thursday, as well as the US nonfarm payrolls report due for 

release on Friday. For the week ahead, we expect movements in the equities markets, particularly in the US, to be dependent upon 

the results of the payrolls data on Friday. While market estimate is at 180,000 for January, we think that the figure will likely 

disappoint, especially as the winter weather conditions continued to adversely affect businesses during the month. Thus, demand 

for US Treasuries may temporarily increase, while the US dollar would depreciate against its counterparts. 
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Philippine Financial Markets 

The local equities market dropped for the week mostly due to the release of dismal US Manufacturing data, which affected 
equity markets in other countries such as the Philippines. Bargain-hunting ensued later on, brought about by the BSP’s 
decision to keep rates unchanged, but was not enough to completely temper losses. Prices of local government securities 
went slightly higher as two-way interest was observed. Meanwhile, the Philippine peso gained ground against the US 
dollar on weaker-than-anticipated US private sector payrolls data and after the BSP stated that the scope to keep interest 
rates on hold had narrowed from last year. 
 
 
Local Equities 
    

The local equities market started the week on a downtrend, dropping by as much 
as 2.15% in a single day, after the release of disappointing US manufacturing 
data.  The lower-than-expected US ISM Manufacturing Index of 51.3, versus the 
survey of 56.0, caused a decline in US equities that spread to other equity 
markets including the Philippines.  At the latter part of the week though, bargain-
hunting was observed bringing the index back to the 6,000 level.  The rally was 
supported by the announcement that the BSP kept its accommodative policy rates 
unchanged.  Week-on-week, the index sank 30.05 points, or -0.50%, to close at 
6,011.14. For the week, foreign investors were net sellers at Php2.62 billion. 
 

Financials 

 For 2013, the Bank of the Philippine Islands’ (BPI) net earnings grew by 15% to Php18.8 billion, year-on-year, from 
Php16.3 billion in 2012. The bank’s net interest income rose by 10% as the average asset base grew to Php151 billion 
and non-interest income improved by 11% due to higher fees and commissions and other operating income. Likewise, 
the bank's deposits jumped 23% to Php989 billion on the back of a 40% year-on-year increase in savings and demand 
deposits. On the expenditure side, the bank incurred higher operating expenses due to regulatory costs, technology 
and occupancy-related costs. 
 

 Fur full-year 2013, Security Bank Corp. (SECB) posted just Php5 billion in net profits, roughly 33% lower than the 
record Php7.5 billion posted in 2012 amid extraordinary trading gains. The earnings in 2013 translated to a return on 
shareholders’ equity of 13%. According to SECB President Alberto Villarosa, the bank’s core business remained 
strong and continued to grow alongside the robust Philippine economy. The bank was able to grow its loan portfolio by 
38% to Php165 billion in 2013, while investment securities grew 30% to Php83 billion. Moreover, the bank’s balance 
sheet grew 34% in total resources to Php348 billion as of end 2013. 

 
Conglomerate 

 A unit of conglomerate San Miguel Corp. (SMC), Citra Central Expressway Corp. is expecting to receive the Toll 
Regulatory Board approval for the construction of the toll road connecting North and South Luzon worth Php27 billion. 
Moreover, the company stated that the construction of several columns along Osmeña Highway as part of advanced 
works of the projects would immediately begin after having received the notice from the regulator. The project, which 
is primarily a 14.8 kilometer, 6-lane elevated expressway that would link NLEX and SLEX, is designed to decongest 
the major roads of Metro Manila and reduce travel time. 
 
 

Properties 

 Tan-led Megaworld Corp. is looking to build six new business process outsourcing (BPO) towers equivalent to roughly 
112,000 square meters (sqm) of office space to cater to the growing demand from existing clients and new locators.  
According to Megaworld First Vice-President for Business Leasing and Development Jericho Go, the six new office 
towers that will be built this year are two in Uptown Bonifacio, two in Mactan Newtown as well as two in Iloilo Business 
Park. Currently, Megaworld has 26 corporate towers in the country comprised of 10 in Eastwood City, 14 in Mckinley 
Hill, one in Newport City and one in The Mactan Newtown. 

 

30-Jan 7-Feb % Change

PSEi 6,041.19 6,011.14 -0.50%

Philippine  Stock Exchange  Index
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Philippine Bond Market  

 
On the local fixed income market, yields of local government securities 
appeared to be flat for the week as two-way interest was observed. Buying-
interest was seen on the belly and short-end of the curve. Meanwhile, profit-
taking was seen in the long-tenored buckets as market players opted to 
become defensive before the conclusion of the Bangko Sentral ng Pilipinas’ 
(BSP) monetary board meeting last February 6 as well as BSP Governor 
Amando Tetangco Jr.’s recent statement that the room to keep policy rates 
steady has narrowed. For the week, yields across the curve marginally 
dropped by 0.1 basis points with the short-end of the curve and the belly 
sliding by 6.57 and 3.42 basis points, respectively. Meanwhile, the long-end 
of the curve rose by 14.20 basis points. 
 
 
The Bureau of the Treasury (BTr) sold Php4 billion worth of 91-day Treasury 
Bills during an auction last February 10. Total tenders amounted to 
Php15.886 billion, with an average yield of 1.458%. The government also 
offered Php6 billion worth of 182-day bills and Php10 billion worth of 364-day 
bills, but rejected all bids for both tenors citing risk aversion due to the US Fed tapering. 
 
Philippine Peso 
 
The Philippine peso depreciated against the US dollar at the start of the week as investors continued to digest the US Fed’s 
decision to further reduce its bond purchases by another US$10 billion at the conclusion of the FOMC Meeting last January. 
However, the local currency managed to gain ground as investors took the chance to book profits in light of the greenback’s recent 
strength. Weaker-than-expected US private sector payrolls data also weighed on the dollar. Moreover, the recent statement by BSP 
Governor Tetangco provided regarding policy rates provided support for the peso. Week-on-week, the local currency gained 33.5 
centavos to close at 44.985 on Friday. 
 
For the month of January, the country’s annual headline inflation rose to 4.2%, following December’s 4.1%. Bloomberg consensus 

estimate was for the figure to clock in at 4.1%. The increase was mainly due to a 5.5% uptick in the food and non-alcoholic 

beverages index. Higher annual growths were also seen in the clothing and footwear, furnishing, household equipment, health, and 

recreation and culture indices. Not including the volatile food and energy costs, core inflation rose 3.2% year-on-year. For 2014, the 

government’s targeted range of inflation is between 3-5%. 

 

The Bangko Sentral ng Pilipinas (BSP) held its benchmark interest rate at 3.50% for a 10th straight meeting to boost economic 

activity despite, registering the highest level of inflation since December 2011 for the month of January. The decision by the 

Monetary Board was expected by most market players. The BSP’s targeted range of inflation is still between 3-5%, and its year-end 

inflation forecast has been revised to 4.3% from 4.5%. 

 

According to Bangko Sentral ng Pilipinas (BSP) Governor Amando Tetangco Jr., the substantial capital outflows seen as of the third 

week of January was likely an overreaction of investors to the US Federal Reserve’s tapering. Latest data from the BSP revealed a 

net outflow of US$813.50 million as of January 17 this year, a reversal of the US$976.38 million net inflow recorded in the same 

period last year. However, Mr. Tetangco stated that these flows were possibly part of the global portfolio rebalancing and that sell-

offs should be temporary. He further asserted that the country’s strong fundamentals should serve to temper the capital flight that 

has plagued most emerging markets. 

 

According to the Department of Budget and Management, infrastructure spending climbed by 20.5% to Php223.3 billion in the 

January to November 2013 from Php185.4 billion, representing roughly 75% of the Php297.1 billion programmed for the full year. 

Expenditures of capital outlays (CO) went up by 16.6% on a yearly basis to Php289.9 billion in the 11 months to November 2013. 

However, spending declined by 14.1% to Php21.2 billion for November alone, mainly on the back of a slowdown in the Public 

Works department’s utilization rate. 

 

According to the Philippine Economic Zone Authority (PEZA), investment pledges climbed by 250% to Php20.6 billion last January 

from Php5.9 billion posted in the same period in 2013. PEZA Director-General Lilia B. de Lima said that the uptick was mainly 

T enor 30-Jan 7-Feb  Change

1m 1.69 1.79 10

3m 1.41 1.25 -15

6m 2.19 2.06 -13

1y 2.30 2.22 -8

2y 3.06 2.98 -8

3y 3.44 3.34 -9

4y 3.99 3.98 0

5y 4.28 4.22 -6

7y 4.22 4.29 6

10y 4.28 4.36 8

20y 5.36 5.52 16

25y 5.76 5.94 18

Average -0.1

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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attributed to the arrival of two big-ticket projects. Moreover, she said that there will be a Japanese trade mission composed of 

manufacturing firms, which will be arriving in the country soon in order to look for business opportunities. The country’s top trading 

partner in 2012 was Japan, with exports registering at US$9.88 billion and imports at US$6.47 billion. 

 

 

The week ahead (Feb 10 – Feb 14) 

 
We expect the local equities market to trade lower next week on the back of continued foreign fund outflows in emerging markets.  
Year-to-date, the Philippines remains at a net foreign outflow of US$174.3 million.  This is dwarfed by the US$6.20 billion net inflow 
for the last 5 years, which could mean that further outflows are still a possibility. The pace of this outflow though will be dictated by 
company earnings to be released in the coming weeks. A positive momentum in earnings results should provide support for the 
index. Trading range is expected from 5,850 to 6,050.   

 

Trading on the local fixed income and currency markets will still depend on overseas developments with market players continue to 
depend on economic data releases from the world’s largest economy. These will provide direction for the US Fed on whether it will 
maintain the pace of its current bond purchase tapering, and possibly alteration of its benchmark policy rate. Moreover, investors 
are going to focus on developments in emerging market economies in light of the problems plaguing Argentina, Turkey and 
Thailand which may affect their peers in the region. 

 


