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06-Feb-14 13-Feb-14 % Change

MSCI World 1,592.69 1,643.19 3.17%

MSCI Europe 110.08 113.06 2.71%

MSCI Asia-Pacific ex-Japan 439.57 451.74 2.77%

Dow Jones Industrial Average 15,628.53 15,963.94 2.15%

S&P 500 1,773.43 1,819.26 2.58%

Global Equity Performance
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Global Financial Markets 
 
Global equities rallied for the week as investors positively received comments from new Federal Reserve Chair Janet 
Yellen that she expects continuity in the central bank’s current policies. US Treasury prices declined amid an over-all risk-
on sentiment and the greenback weakened following downbeat retail sales and jobs data on Thursday. 
 
Global Equities 
 

Global equities rallied for the 
week as market players cheered 
new Federal Reserve Chairman 
Janet Yellen’s statement that 
she expects a “great deal of 
continuity” in the central bank’s 
policies. According the Ms. 
Yellen, the US economy’s 
outlook would need to take a 
distinctive reversal from 
improvement before the central 
bank considers hitting the 
brakes on tapering. She added 
that aside from January’s weak 
employment report, the Fed 
would also take a look at the 
long-term pattern and consider a 
wide range of indicators. The 
recent spate of weak data may 
have been caused by bad 
weather, and it would take some 
time to get a more accurate 
sense of the underlying trend. 

Thus, US equities were on 
mostly higher ground throughout 
the week, only faltering slightly 
mid-week as investors booked 
profits from the previous days’ 
run-up. There was also positive 
reception to strong corporate 
earnings results, which countered disappointing retail sales and jobless claims data.  

Asian and European shares likewise mirrored gains in Wall Street, though in Asia, gains were somewhat tempered by profit-taking 
as well.  

Week-on-week, the MSCI World index rallied 3.17% led by the Asia-Pacific Ex-Japan region which jumped 2.77%, and the 
European region which rose 2.71%. The Dow Jones Industrial Average index and the S&P500 index climbed 2.15% and 2.58%, 
respectively.  

Economic data releases for the week showed a slowdown in US economic recovery, though most analysts have pegged it as a 

result of the recent adverse weather conditions, and therefore temporary. 

 US nonfarm payrolls rose by 113,000 in January, vastly underperforming against the market estimate of 180,000. It 
was, however, an improvement from the prior month’s 75,000 increase. The 48,000 rebound was likely a recovery 
from December’s weather-dampened readings, and suggested that adverse weather played less of a role in hirings 
last month. In other news, data also released by the labor department showed that the country’s unemployment rate 
declined to 6.6%, the least since October 2008, following December’s 6.7%.  

 For the month of January, the Conference Board’s employment trends index rose to 116.61 following December’s 
downwardly revised 115.62. On an annual basis, the index was up 6%. According to Gad Levanon, director of 
macroeconomic research at the board, the index did not signal a slowdown in employment growth despite the weak 
jobs report for the months of December and January. Furthermore, they expect solid job growth and rapid declines in 
the unemployment rate to continue in the coming months. 
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 Data released by the US labor Department showed that the number of job openings, not including the farming 
industry, dropped to 3.99 million in December, slightly higher than the market estimate of 3.98 million, but lower than 
November’s upwardly revised 4.03 million.  

 Wholesale inventories in the US rose by 0.3% last December, lower than the market estimate of 0.5%, following 
November’s 0.5% increase. Not including autos, wholesale inventories grew 0.3%. Sales at wholesalers rose 0.5% 
versus the market estimate of 0.7%, and November’s 1.0% jump. 

 The number of Americans filing for jobless benefits rose by 8,000 to 339,000 last week, according to data released by 
the Labor Department. Market estimate had been for claims to decrease to 330,000.  

 Data released by the Commerce Department showed retail sales in the US for the month of January unexpectedly 
declined by 0.4%, following November’s downwardly revised -0.1%. Market estimate had been for sales to report no 
change. The drop was mainly due to slower employment and wage growth in the last two months, along with the 
colder-than-average weather, which prompted shoppers to pull back. 

 According to the Organization for Economic Cooperation and Development (OECD), the outlook for most advanced 
economies is getting better, led by recovering in both the US and Japan. For the month of December, the OECD’s 
monthly leading indicator inched up to 100.9 from November’s 100.8. This was the highest level since February 2011. 
The reading for the US and Japan both rose to 101 and 101.4 from 100.9 and 101.3, respectively. The Euro-zone also 
improved to 101.1 from 100.9, which, as stated by the OECD, showed a positive change in momentum. 
 

Global Bonds 

 

US Treasury prices were lower for the week amidst the over-all global risk-

on sentiment following Janet Yellen’s testimony. Investors were confident 

that the US economy would be strong enough to withstand the current 

pace of stimulus scale-back. On Thursday, bond prices recovered slightly 

after a dismal January retail sales report and a rise in jobless claims 

prompted investors to take a risk-off sentiment. Demand for safe-havens 

was also evident in the Treasury Department’s US$16 billion 30-year bond 

auction, which garnered a yield of 3.690%, the lowest since August last 

year. Week-on-week, the 10-year benchmark yield rose 3.17 basis points 

to 2.732%. 
 

 

 

Currencies  
 

The euro started off the week lower after Fed Chair Janet Yellen’s 

supportive statements regarding the current pace of bond purchase 

tapering. It further lost ground after a statement from the European Central 

Bank that it was “seriously” taking into consideration dropping its overnight 

bank deposit rates into negative territory. However, weaker-than-expected 

retail sales and jobs data from the world’s largest economy at the end of 

the week served to boost the shared currency higher against the 

greenback. Week-on-week, the shared currency gained 0.32% against the 

US dollar to EUR/USD1.3679. 

 

 

 

The week ahead (Feb 17 – Feb 21) 

 

Trading in global financial markets this week was largely driven by Janet Yellen’s first congressional testimony as Federal Reserve 

Chairwoman. For the week ahead, we expect to see some consolidation in the equities markets following this week’s gains. Market 

movement in Treasuries would continue to be data dependent, with consumer confidence and inflation data due for release next 

week. Strong data would be negative for bonds, but positive for the US dollar, and vice versa. 

 

 

US Treasury Yield Curve

Tenor 6-Feb 13-Feb  +/- bps

3m 0.066 0.020 -4.56

6m 0.066 0.066 0.00

2y 0.320 0.311 -0.86

5y 1.520 1.502 -1.80

10y 2.700 2.732 3.17

30y 3.668 3.683 1.46

Currencies 

7-Feb 14-Feb % Change

USD/PHP 44.985 44.860 0.28%

EUR/USD 1.3635 1.3679 0.32%

GBP/USD 1.6411 1.6654 1.48%

USD/JPY 102.30 102.30 0.00%

AUD/USD 0.8959 0.8995 0.40%

USD/CHF 0.8981 0.8936 0.50%

EUR/CHF 1.22425 1.22235 0.16%

EUR/JPY 139.53 139.94 -0.29%
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Philippine Financial Markets 

For the week, global economic developments such as a well-received testimony from US Fed Reserve Chairwoman Janet 
Yellen, and China’s stronger-than-expected export data, triggered a rally on global financial markets. These spilled over to 
the local financial markets, which caused prices of local equities and government securities to rise while the Philippine 
peso appreciated. 
 

 
Local Equities 
    

The local equities market ended higher this week, taking most of its cue from the 
US and China. Newly appointed US Fed Chair Janet Yellen stated that there would 
be continuity in the Fed’s current monetary policy, causing equities markets to rally. 
Over in Asia, China's stronger-than-expected export data was also warmly 
received, though investors took profits on Thursday after the six-day run-up. Week-
on-week, the index gained 199.07 points, or +3.37%, to close at 6,113.66. For the 
week, foreign investors were net buyers at Php1.43 billion. 
 

Financials 

 Rizal Commercial Banking Corp. (RCBC) saw its profits fall by 14.50% to Php5.312 billion in fiscal year 2013 from 
Php6.22 billion recorded in 2012. RCBC’s lower earnings for the period was mainly dragged by lower trading grains 
from securities. Meanwhile, the bank’s net earnings translated to a 12.2% return on equity, while return on assets 
came in at 1.4%. In addition, the bank’s net interest income rose by 17.4% to Php13.39 billion last year from the 
Php11.40 billion registered in 2012. 

 
Conglomerate 

 JG Summit Holdings, Inc. has obtained regulatory approval from the Securities and Exchange Commission (SEC) for 
a planned sale of up to Php30 billion worth of bonds, which may be issued in three tenors; five-year, seven-year and 
ten-year bonds. The offer will run from February 10 to 19 and involves minimum denominations of Php50,000 and 
multiples of Php10,000 thereafter. The joint lead managers and underwriters are BDO Capital & Investment Corp., BPI 
Capital Corp., First Metro Investment Corp., The Hongkong and Shanghai Banking Corporation Ltd., and Standard 
Chartered Bank. Moreover, the proceeds of the sale will be used to help finance its acquisition of a 27% stake in 
Manila Electric Company (Meralco). 
 
 

Properties 

 For the final quarter of 2013, Gokongwei-led Robinsons Land Corporation (RLC) grew its EBIT and EBITDA 15.4% 
and 14.1% to Php1.698 billion and Php2.324 billion, respectively. However, net income attributable to equity holders 
of the company fell by 13.2% to Php1.032 billion mainly on the back of typhoon and fire losses totaling Php315.9 
million. The company’s real estate revenues grew by 19.3% to Php3.985 billion, while hotel revenues totaled 
Php401.2 million. Barring the typhoon- and fire-related losses, a downturn in interest income of Php51.5 million further 
bloated non-operating losses to Php323.1 million for the period covered. 

 
Foods and Beverages 

 Universal Robina Corp. (URC) reported that its net income grew by 26% to Php2.889 billion while net sales rose by 
13.1% to Php22.705 billion in the first quarter of fiscal year 2014. The company attributed its profit growth to its 
branded consumer foods business as it increased by 28.1% as well as the international branded consumer foods 
which climbed by 9.1%. Meanwhile, sales of non-branded consumer foods group dropped by 12.7% mainly due to a 
decrease in turnover volumes for sugar and feeds. 

6-Feb 14-Feb % Change

PSEi 5,914.59 6,113.66 3.37%

Philippine  Stock Exchange  Index
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Philippine Bond Market  

 
On the local fixed income market, prices of local government securities rose 
for the week as buying-interest was seen mainly fuelled by the statement of 
newly appointed US Federal Reserve Chair Janet Yellen where she 
indicated that the Central bank’s current policies are going to be continued. 
This means that the Fed’s current bond purchase tapering would remain in 
place and be dependent on economic recovery. For the week, yields across 
the curve fell by 6 basis points led by the short-end of the curve which 
dropped by 20.76 basis points followed by the belly which went down by 
5.82 basis points. Meanwhile, the long-end of the curve rose by 12.47 basis 
points. 
 
 
 
Philippine Peso 
 
 
The Philippine peso started the week flat as investors awaited for fresh 
market leads. However, the local currency lost ground the next day as market players took the opportunity to book profits in light of 
the previous week’s appreciation. It bounced back though shortly following the statement by US Federal Chair Janet Yellen where 
she indicated a continued accommodative monetary policy. Week-on-week, the local currency gained 25 centavos to close at 
44.735 on Friday. 
 
According to the Bangko Sentral ng Pilipinas (BSP), the country’s gross international reserves fell to a 19-month low of US$78.939 

billion, or 7.43% lower year-on-year in January. The BSP said that the decline was mainly attributed to the foreign exchange 

operations of the central bank as well as payments by the national government for its maturing foreign exchange obligation. 

However, the BSP added that the outflows were somewhat tempered by the foreign currency deposits of the Treasurer of the 

Philippines, income from investments of the BSP and revaluation adjustments on the BSP’s gold holdings. Moreover, last month’s 

level was enough to cover 11.3 months’ worth of imports and equivalent to 7.9 times the country’s short-term external debt based 

on original maturity and 5.6 times based on residual maturity. 

 

For the final month of 2013, the country’s exports rose by 15.8% year-on-year to US$4.599 billion. For full-year 2013, exports 

totaled US$53.978 billion, 3.6% higher than the 2012 figure. However, this was still below the government’s 10%  target. The top 

export for the month continued to be electronics, with shipments amounting to US$1.905 billion, 26.1% higher year-on-year. On a 

full-year basis, electronics exports were down roughly by 4% to US$21.8 billion. Japan was the top exports destination for the 

month, followed by China and the United States. 

 

The country’s manufacturing output sustained its growth for the month of December last year on the back of improvement in some 

sectors. The Philippine Statistics Authority (PSA) reported that the monthly Volume of Production Index (VoPI) expanded by 26.5%, 

higher than November's registered growth of 1.2%. Likewise, the value of production index (VaPI) rose by 21.4% from November’s 

19.4%. Both indices were driven by chemical products and furniture and fixtures, which registered triple-digit growths in December. 

 

Bangko Sentral ng Pilipinas (BSP) said that foreign direct investments soared by 55% in November 2013 to US$286 million from 

US$185 million registered in the same period in 2012. Net equity capital posted an inflow of US$7 million in November from an 

outflow of US$21 million a year ago while reinvested earnings dropped 44.3% to US$55 million from US$98 million. Moreover, the 

BSP said that gross equity capital placements mainly came from the United States, Japan and the United Kingdom, Hong Kong and 

Singapore. The central bank attributed the growth of FDI inflows to sustained investor confidence in the growth prospects of the 

economy. 

 

Data from the Bangko Sentral ng Pilipinas (BSP) showed that foreign portfolio investments registered a net inflow of US$1.844 

billion in January. Registered investments amounted to US$1.277 billion in the same period or 4.24% higher year-on-year, while 

outflows soared by US$3.121 billion. The BSP said that investors started to divert funds back to the United States as the US 

economy exhibited more signs of economic recovery. 

 

 

T enor 7-Feb 14-Feb  Change

1m 1.79 1.67 -12

3m 1.25 1.19 -7

6m 2.06 1.68 -39

1y 2.22 1.95 -26

2y 2.98 2.86 -12

3y 3.34 3.22 -13

4y 3.98 3.96 -3

5y 4.22 4.21 -1

7y 4.29 4.28 0

10y 4.36 4.33 -3

20y 5.52 5.72 20

25y 5.94 6.15 21

Average -6

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (Feb 17 – Feb 21) 

 
We expect the local equities market to trade in a narrow range next week as investors await more earnings results for the full year. 
Trading range is expected to be between 6,080 and 6,190 in the coming week with more companies reporting their 4th quarter 
results. Aside from banks, consumer and consumer proxies (telcos) have reported positive surprises last week owing to resilient 
domestic demand. Moreover, URC, JFC and GLO released better-than-expected FY2013 results, further raising our conviction to 
overweight on the sector. Meanwhile, MWC also gained attention on rumors that the decision on the water concessionaire's 
arbitration battle will reach a favorable decision in 90 days. TEL, which is anticipated to mirror the good FY2013 earnings 
performance of rival GLO, may get a boost with its semi-annual dividend announcement. 

 

Trading on the local fixed income will depend on the February 18 auction of a 5-year Fixed Rate Treasury Notes which is a 
reissuance of FXTN 5-72. Meanwhile, on the currency markets, investors will continue to monitor the developments abroad 
particularly in the world’s largest economy. Over in US, inflation and consumer confidence data is slated to be released this week. 
Meanwhile, on the local front, remittances from overseas Filipinos would come out and a higher figure would mostly support the 
Philippine peso. 

 


