
 

February 24, 2014 

Global Financial Markets 
 
Global markets closed the week slightly higher in the wake of strong corporate earnings data and some positive economic 
data from the US and Europe. US Treasury prices declined amid continued over-all risk-on sentiment, and the greenback 
strengthened after the latest FOMC meeting minutes indicated an earlier-than-expected Fed funds rate hike. 
 
Global Equities 
 

Global equities ended slightly 
higher for a second week of gains 
amid continued strong corporate 
earnings results. Investors also 
digested a mixed batch of 
economic data releases 
throughout the week. Taking most 
of the attention, though, were the 
minutes of the latest FOMC 
meeting which indicated that 
some of the committee members 
felt that an increase in the Fed 
Funds rate may be required 
earlier than anticipated. Not 
surprisingly, other officials argued 
against that view, stating that 
current conditions still warranted 
the need for stimulus. However, 
markets still reacted negatively to 
the possibility of an early Fed 
Funds rate hike, giving back some 
of the week’s earlier gains. 

In the US, the week started off 
quietly as markets were closed on 
Monday for the President’s Day 
holiday. For the rest of the week, 
the market simply reacted to the 
various economic data releases 
as well as the minutes of the 
latest Fed meeting. 

European markets were also mostly positive, mirroring gains on Wall Street and on the back of positive corporate earnings results. 
However, weaker-than-expected manufacturing and services data from the region served to temper some of these gains.  

Asian shares edged higher on optimism that emerging market assets would continue to recover from the sell-off seen in recent 
weeks. Gains were limited, however, as China’s “flash” manufacturing purchasing managers’ index fell to a seven-month low of 48.3 
in February, compared to the market estimate of 49.5. Note that any figure below 50 denotes contraction.  

Week-on-week, the MSCI World index rose 0.78% led by the Asia-Pacific Ex-Japan region which climbed 1.01%, and the European 
region which increased 0.99%. The Dow Jones Industrial Average index and the S&P500 index likewise inched up 0.66% and 
0.54%, respectively.  

Economic data releases for the week continued to be disappointing, especially from the US, though most attributed these to the 

adverse weather conditions. 

 US industrial production fell by a seasonally adjusted 0.3% month-on-month last January, the first decline posted 
since July last year. Market estimate was for a rise of 0.2%. Output of durable consumer goods, including cars and 
appliances, fell sharply. According the Federal Reserve, the unexpected decline was partly due to adverse weather 
conditions which hindered production in some parts of the country.  

 According to the National Association of Home Builders, its Housing Market index dropped to 46 in February from 56 
in January. Market consensus had forecasted no change. Home builder confidence fell as February’s severe weather 
weighed on sentiment.  

 Last January, US housing starts dropped 16% month-on-month, the most in three years, compared to the market 
estimate of a 4.9% decline. The report cited that the decline was on the back of inclement weather conditions, though 
the comparatively lower numbers in the Western region contrasted with that theory. This was also the third straight 

13-Feb-14 20-Feb-14 % Change

MSCI World 1,643.19 1,656.01 0.78%

MSCI Europe 113.06 114.18 0.99%

MSCI Asia-Pacific ex-Japan 451.74 456.31 1.01%

Dow Jones Industrial Average 16,027.59 16,133.23 0.66%

S&P 500 1,829.83 1,839.78 0.54%

Global Equity Performance
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month of decline, which fuelled concerns that the recent bout of weak housing stats suggested more than just a 
weather-related anomaly.  

 For the month of February, Markit Economics’ preliminary index of US manufacturing rose to 56.7 from last month’s 
reading of 53.7. Note that any figure above 50 denotes expansion. 

 In other news, jobless claims in the US fell 3,000 to 336,000 last week, data released by the Labor Department 
showed. Market estimate had predicted a decline to 335,000. 

 A report released during the week showed that aggregate financing, the broadest measure of credit in China, rose to a 
record 2.58 trillion yuan (US$425 billion) in January. New local-currency was also at a multi-year high of 1.32 trillion 
yuan. Meanwhile, trust loans fell to about half of last year’s level as these underwent scrutiny due to default risks.  

 According to data processing firm Markit Economics, the Euro-zone’s factory gauge unexpectedly slipped to 53 from 
54 last month, while the services gauge rose less than expected to 51.7 from 51.6. Economists had expected that the 
factory measure would remain at 54 this month, and that the services measure would improve to 51.9. 

 Last February, the German ZEW’s monthly poll of economic sentiment dropped to 55.7 from 61.7 in January. Market 
estimate was for the figure to come in at 61.5. However, ZEW President Clemens Fuest stressed that the drop “must 
not be overstated” especially as most of the survey participants remained optimistic. The gauge had dropped mainly 
due to uncertainty on the recent weak figures from the US, and concerns regarding China’s prospects.  
 

Global Bonds 

 

US Treasury prices posted a second week of losses as investors continued 

to remain optimistic in economic recovery, shrugging aside weak data points 

as a weather-related anomaly. Investors likewise reacted to the latest FOMC 

meeting minutes, which showed that some officials thought an earlier hike in 

the Fed Funds rate may be needed.  

 

On Thursday, the US Treasury Department’s US$9 billion auction of 30-year 

Treasury Inflation Protected Securities drew the weakest demand in 12 years 

amid benign inflation. Bid-to-cover ratio was at 2.34x, the lowest since 

October 2001. The notes were sold at a yield of 1.495%, the highest since June 2011. 

 

Inflation in the US climbed at a slower pace in January, with the consumer-price index rising 0.1% month-on-month following 

December’s 0.2% gain. Market estimate had called for a 0.1% rise. Not including the volatile food and energy costs, “core” pr ices 

also rose 0.1% month-on-month. Prices likely exhibited a slower increase as stores offered lower prices to attract more customers 

and boost sales  
 

 

Currencies  
 

The euro strengthened against its currency peers as demand for the 

shared currency rose following stronger-than-expected GDP growth from 

the currency bloc. Euro-zone GDP rose 0.3% in the final quarter of 2013, 

following the 0.1% increase in the third quarter. This was higher than the 

market estimate of 0.2%. Market players also positively received the fact 

that the region’s current account continued to be at a surplus. The 

currency bloc’s current account remained at a surplus despite falling from 

a record high at the end of 2013. The current account balance declined 

in adjusted terms to a surplus of €21.3bln in December from a 

downwardly revised €23.3bln in November. However, gains were 

tempered by a warning from the International Monetary Fund (IMF) 

regarding risks to global growth, especially in emerging markets and speculation that the Fed would continue to reduce its monetary 

stimulus. Week-on-week, the shared currency appreciated by 0.15% against the US dollar and 0.83% against the Japanese yen. 

 

 

 

 

 

 

US Treasury Yield Curve

Tenor 13-Feb 20-Feb  +/- bps

3m 0.020 0.046 2.53

6m 0.066 0.076 1.02

2y 0.311 0.319 0.75

5y 1.502 1.538 3.62

10y 2.732 2.751 1.89

30y 3.683 3.723 4.03

Currencies 

14-Feb 21-Feb % Change

USD/PHP 44.735 44.780 -0.10%

EUR/USD 1.3693 1.3714 0.15%

GBP/USD 1.6747 1.6678 -0.41%

USD/JPY 101.80 102.49 -0.67%

AUD/USD 0.9034 0.9006 -0.31%

USD/CHF 0.8925 0.8901 0.27%

EUR/CHF 1.22214 1.22074 0.11%

EUR/JPY 139.39 140.56 -0.83%
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The week ahead (Feb 24 – Feb 28) 

 

Trading in global financial markets this week was largely driven by more economic data releases and the release of the latest 

FOMC meeting minutes. For the week ahead, we expect equities markets to trade within range as market players continue to await 

more economic data releases from the US, including durable goods orders and the first revision of the fourth quarter GDP figure. 

US Treasury yields may continue to experience upward pressure as market players continue to speculate on the possibility of an 

early rate hike by the Fed, and the US dollar could strengthen for the same reason. 
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Philippine Financial Markets 

Philippine assets gained ground as recent economic data releases in the Emerging Markets fuelled risk-taking. The 
equities market also benefited from continued robust corporate earnings results, while the peso appreciated following the 
release of a strong remittance figure and after the BSP indicated that it stands ready to intervene in the local currency 
market.   
 

 
 Local Equities 
    

The local equities market climbed this week buoyed by positive external news 
and favorable corporate earnings results.  In China, strong credit data relieved 
investor concerns that Asia’s largest economy was losing momentum.  
Moreover, Japan decided to maintain its economic stimulus helping sustain the 
positive sentiment in the market.  The rally in our market was also supported by 
JPMorgan regional strategy team’s upgrade of the Philippines to overweight 
versus the emerging markets, on lower valuations.  Week-on-week, the index 
gained 194.70 points, or +3.18%, to close at 6,308.36. For the week, foreign 
investors were net buyers at Php3.54 billion.   

 
 
 

Conglomerate 

 SM Investments Corp. (SMIC) is looking to raise around Php15 billion from a bond sale in order to refinance maturing 
debt and various expansion projects. SMIC said that the bonds will be offered in one or two tranches with tenors of 
seven and/or 10 years. Moreover, BDO Capital and Investment Corp has been tapped as issue manager of the 
planned sale. SMIC said in another disclosure that it will be investing in a community mall developer owned by 
DoubleDragon Properties Corp. It signed an investment and shareholders agreement for the acquisition of CityMall 
Commercial Center, Inc. (CMCCI) shares equivalent to 34% to outstanding capital stock of CMCCI. 
 
 

Property 

 Andrew Tan-led property company Megaworld Corp. is looking to earn about Php2 billion in sales from their upcoming 
31-story residential condominium in Makati City, Salcedo Skysuites. According to the company’s vice president of 
sales and marketing for Makati CBD Eugene Lozano, the move is part of their plan to erect at least three more 
residential condominiums in the Makati CBD in the next two years. Moreover, the company is looking to expand its 
portfolio of property developments in the area to more than 30 towers by 2016. 

 
 

Food and Beverage 

 Listed fruit and juice processing giant Del Monte Pacific Ltd. (DMPL) finalized its acquisition of the US-based 
consumer food business Del Monte Foods, worth almost US$1.7 billion. DMPL stated that the acquisition, to be 
renamed Del Monte Foods, Inc. (DMF), would boost its entry as a global branded food and beverage firm, with sales 
of over US$2.3 billion. The company’s Chairman, Rolando Gapud, stated that DMF, with its 26% share of the US 
canned fruit market, would also provide DMPL with a solid growth platform and supplement its achievements in the 
expanding markets of Asia. 

 
 

Utilities 

 Manila Water Company is reportedly set to infuse additional equity investment in its wholly owned Singapore 
subsidiary, the Manila Water Asia Pacific Pte Ltd. amounting to US$45,000 for its operational purposes. The 
subsidiary was established back in 2010 as a holding company of the utility’s operation elsewhere in Asia and the 
Pacific. Manila Water Asia Pacific covers the company’s operations in Vietnam through subsidiaries Manila Water 
South Asia Holdings Pte. Ltd. (MWSAH); Thu Duc Water Holdings Pte. Ltd. and Kenh Dong Water Holdings Pte. Ltd. 
 

14-Feb 21-Feb % Change

PSEi 6,113.66 6,308.36 3.18%

Philippine  Stock Exchange  Index



 

February 24, 2014 

Philippine Bond Market  
 
Movements in the local yield curve during the week were mainly guided by 
the FXTN 5-72 auction held last Tuesday. Strong buying-interest was 
observed at the start of the week on expectations of a well-received auction 
on Tuesday. The auction results, however, showed lower demand 
compared to the September auction for the paper as caution in light of 
ongoing concerns in the Emerging Market space, faster-than-anticipated 
monetary policy tightening in the US, and lingering fears of rising domestic 
inflation, prevailed. Nevertheless, the losses incurred were not enough to 
offset the gains made at the start of the week. For the week, yields across 
the curve fell by 9 basis points led by the long-end of the curve which 
dropped by 14.38 basis points followed by the belly which went down by 
13.80 basis points. Meanwhile, the short-end of the curve rose by 2.08 
basis points. 
 
The Bureau of the Treasury sold Php25 billion worth of re-issued 5-year 
Fixed Rate Treasury Notes during an auction concluded this week. The 
notes were fully awarded at an average yield of 3.520%, compared to the 
prior auction held in December last year, wherein the government rejected 
all bids. These same notes were also sold in September last year, at an 
average yield of 3.002%. Total bids amounted to Php39.95 billion. 
 
 
Philippine Peso 
 
Risk-on sentiment dominated the local currencies market at the start of the week following the release of weak economic data in the 
US. Strong demand for the peso was further buoyed by better-than-targeted OFW remittance report. However, the peso trended 
lower since as a confluence of disappointing economic data releases in the EM region and heightened concerns of earlier-than-
expected rise in Fed funds rate prompted investors to prefer the safety offered by the US dollar.  Come Friday, the Philippine peso 
recovered after the central bank announced that it was ready to step in to temper the currency volatility. Week-on-week, the local 
currency strengthened against the US dollar, adding 17 centavos to settle at 44.565 on Friday. 
 
The country’s balance of payments (BoP), registered a deficit of US$4.48 billion in January, which nearly offset the US$5.1 billion 

surplus posted in full year 2013. According to Bangko Sentral ng Pilipinas (BSP) Governor Amando M. Tetangco Jr., the huge 

deficit reflects the decline in the financial assets account which has been prompted by market nervousness due to the recent 

heightened uncertainty in the actions of the advanced economies. Moreover, he said that drop in the financial assets accounts was 

attributed to payments of the national government for debt service while BSP Deputy Governor Diwa C. Guinigundo stated that the 

deficit was also due to higher import costs incurred.  

 

According to the Department of Finance (DoF), total government debt climbed by 4.5% last year to Php5.68 trillion as it continued to 

borrow from both local and foreign sources in order to fund its expenditures. However, debt was still at a manageable level as the 

registered increase was slower than the growth of the economy in 2013. In nominal terms, the economy grew by 9.28% to 

Php11.55 trillion last year. Given these figures, the country’s debt-to-GDP ratio in nominal terms dropped to 49.21% from 2012’s 

51.5%. This was the first time the ratio registered below 50%. 

 

According to the Bureau of Internal Revenue (BIR), tax collections amounted to Php1.217 trillion last year, or 15.03% higher than 

the Php1.058 trillion reported in 2012 but was unable to meet the Php1.253 trillion goal. Broken down, collections from BIR 

operations registered at Php1.179 trillion in 2013 or up by 15.9% from the Php1.017 trillion recorded in 2012, but missed the 

Php1.152 trillion 2013 target. Meanwhile, non-BIR operations collections amounted to Php37.99 billion in 2013, or 7.22% lower than 

Php40.95 billion posted in 2012. It also fell short of the Php48.15 billion target for the year. 

 

Data from the Bangko Sentral ng Pilipinas (BSP) showed that profits of universal and commercial banks rose by 19% to Php132.5 
billion last year from Php110.968 billion posted in 2012. Net interest income expanded by 11% to Php223.2 billion from Php200.9 
billion, while non-interest income rose 12% to Php152.8 billion from Php136.6 billion. Meanwhile, non-interest expenses of universal 
and commercial banks soared by 7% to Php223.5 billion last year from Php208.4 billion. 
 
 

 

T enor 14-Feb 21-Feb  Change

1m 1.67 1.64 -3

3m 1.19 1.20 1

6m 1.68 1.74 6

1y 1.95 1.99 4

2y 2.86 2.57 -29

3y 3.22 3.19 -3

4y 3.96 3.72 -23

5y 4.21 4.11 -10

7y 4.28 4.25 -4

10y 4.33 4.33 0

20y 5.72 5.47 -25

25y 6.15 5.98 -17

Average -9

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (Feb 24 – Feb 28) 

 
We expect the local equities market to consolidate next week following the steep rally of 7.18% since February 4, 2014.  Based on 
technical indicators, the index is trading at overbought levels with relative strength index (RSI) currently at 66.82 (overbought at 70).  
However, this backdrop can be defied by positive surprises in earnings as more companies report their full-year figures.  Moreover, 
net foreign flows have been in the positive momentum for the last two weeks at Php1.43 billion and Php3.54 billion.  Month-to-date, 
we are already positive at Php2.34 billion.  This is important because we have been on net foreign outflows on a monthly basis 
since August 2013 (six consecutive months).  Trading range is expected to be between 6,210 and 6,390. 

The local currency is now slightly below than where it closed in 2013. Year-to-date, it reached a high of 45.410 last February 3. As 
fears on the growth trajectory of Emerging economies eased, foreign investors once again focused on countries with favorable 
fundamentals, including the Philippines. For the coming week, we expect weakness from the peso, hovering below the 45-a-dollar 
level as fears of an early monetary policy tightening in the US prompt players to adopt a risk-off stance. 

On the fixed income space, trading would continue to be lackluster as investors await fresh leads.  

 

 


