
 

March 03, 2014 

Global Financial Markets 
 
Global markets closed the week marginally higher as gains from M&A talks and unexpectedly upbeat US housing data 
were tempered by fears over political turmoil in Eastern Europe. US Treasury prices rose amid a number of well-received 
auctions during the week, and the euro weakened against its peers as the benign inflation outlook caused speculation of a 
potential rate cut from the European Central Bank in its upcoming policy meeting. 
 
Global Equities 
 

Global equities closed marginally 
higher as gains from M&A talks 
at the earlier part of the week and 
surprisingly strong housing data 
from the US were countered by 
concerns over the ongoing 
political turmoil in Ukraine. On 
Thursday, new US Federal 
Reserve Chair Janet Yellen’s 
speech to the Senate Banking 
Committee also served to boost 
share prices. During her 
testimony to the Senate Banking 
Committee, she stated that the 
Fed was carefully watching the 
recent spate of disappointing 
economic figures. She added that 
it was uncertain on how much of 
the weakness was due to 
weather disturbance, but that the 
Fed might consider pausing its 
tapering of bond purchases 
should weakness persist. They 
would be carefully continuing to 
track data to see whether it 
warrants a shift in their outlook.  

Week-on-week, the MSCI World 
index inched up 0.75% led by the 
Asia-Pacific Ex-Japan region 
which rallied 1.29%, and the 
European region which increased 0.64%. The Dow Jones Industrial Average index and the S&P500 index likewise inched up 0.40% 
and 0.29%, respectively.  
 

Economic data releases for the week were mixed, though market players optimistic for the most part, especially after Fed Chair 

Janet Yellen’s placating comments regarding the US economy and their monetary policies moving forward. 

 For the month of January, new home sales in the US rose 9.6% month-on-month, vastly outpacing the market 
estimate of a 3.4% decline, to a seasonally adjusted annual rate of 468,000, the highest since July 2008. This 
following December’s upwardly revised rate of 427,000. On an annual basis, sales were up 2.2%. The improvement 
came on the back of a 73.7% climb in sales in the Northeast, reversing the declines in December. 

 US Homebuilders’ confidence all fell as inclement weather conditions slowed both potential buyer traffic and sales. 
The National Association of Home Builders/Wells Fargo sentiment gauge fell to 46 in February from January’s 56, 
which was the largest decline ever recorded.  

 Last December, US single-family home prices inched up higher than expected. The S&P/Case-Shiller composite index 
of 20 metropolitan areas rose by 0.76% on a monthly basis, compared to the market estimate of a 0.6% increase. 
Meanwhile, the 20-city composite index jumped 13.2% year-on-year, slightly lower than the market estimate of 
+13.4%. According to the chairman of the Index Committee at S&P Dow Jones Indices, though the home price index 
ended its best year since 2005, gains are slowing on a month-to-month basis, the strongest part of the recovery in 
home values may be over.  

 US jobless claims jumped by 14,000 to a seasonally adjusted 348,000 last week, higher than the market estimate of a 
rise to 335,000. The less-volatile four-week moving average of claims remained the same at 338,250 and the 
continuing claims rose by 8,000 to a seasonally adjusted 2,964,000, compared to the market estimate of 2,985,000. 

20-Feb-14 27-Feb-14 % Change

MSCI World 1,656.01 1,668.40 0.75%

MSCI Europe 114.18 114.91 0.64%

MSCI Asia-Pacific ex-Japan 456.31 462.21 1.29%

Dow Jones Industrial Average 16,133.23 16,198.41 0.40%

S&P 500 1,839.78 1,845.16 0.29%

Global Equity Performance
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 For the month of February, the Conference Board’s index of consumer confidence dropped to 78.1, compared to the 
market estimate of 80.0, following January’s downwardly revised 79.4. Among its components, the present situation 
index jumped to a near six-year high of 81.7 from 77.3 in January. Conversely, the consumer expectations for 
economic activity over the next six months fell to 75.7 from 80.8. Lynn Franco, director of economic indicators at the 
board, stated that this split suggests that consumers believe the economy has improved, but do not see it gaining 
considerable momentum in the months ahead.  

 Consumer prices in the Euro-zone rose by an annual rate of 0.8%, matching December’s pace and slightly higher than 
the initial estimate of 0.7%. Nevertheless, it was the fourth consecutive month that the reading was below 1%, and still 
well below the European Central Bank’s (ECB) target of “just below 2%”. Over the weekend, ECB President Mario 
Draghi had stated that policy makers stood ready to add stimulus should the outlook for inflation continue to 
deteriorate, even if there were currently no signs of deflation in the region.  

 Consumer confidence in Germany rose to a seven-year high in March. The GfK consumer climate indicator increased 
to 8.5 points, the highest level since January of 2007, from February’s upwardly revised 8.3. The GfK’s report stated 
that the German economy has surpassed its weak phase and is entering a solid upswing this year. 
 
 

Global Bonds 
 

US Treasury prices bounced back from the prior week’s losses as a general 

risk-off stance was observed on the back of weak economic data points and 

the ongoing political turmoil in Eastern Europe. Prices were also buoyed by 

the US Treasury Department’s three well-met bond auctions during the week. 

Week-on-week, the 10-year benchmark yield fell 11.22 basis points to 

2.639%. 
 

On Tuesday, the US Treasury Department’s US$32 billion two-year note 

auction saw the strong demand especially from indirect bidders, which 

include foreign central banks. Some market players were placing bets that 

the Federal Reserve would maintain record low interest rates. The auction’s bid-to-cover ratio was at 3.6x, higher than the 3.3x 

average over the past 10-auctions. Average yield was at 0.34%, the lowest level since November last year.  
 

Wednesday’s US$35 billion auction of 5-year notes saw an average yield of 1.530%. Bid-to-cover ratio was at 2.98x, the highest 

since September 2012. Most of the buying was from foreign investors, similar to what was seen from Tuesday’s two-year auction. 
 

On Thursday, the US Treasury Department’s US$29 billion sale of 7-year notes was met with strong demand. The notes were sold 

at a yield of 2.105%, the lowest in four months. Bid-to-cover ratio was at 2.72x, higher than the average 2.48x average of the past 

four seven-year auctions. The 10-year benchmark yield dipped by 2.1 basis points to 2.644%. 
 

 

 

Currencies  
 

The euro weakened against its currency peers as investors speculated 

that the region’s very benign inflation outlook could prompt the European 

Central Bank (ECB) to further cut rates in its upcoming monetary policy 

meeting. Economists’ predictions of slower growth for the region and the 

ongoing political turmoil in Eastern Europe likewise served to drag on 

sentiment, and incite a flight to safe-haven currencies such as the US 

dollar and the Japanese yen. However, the loss was tempered after Fed 

Chair Janet Yellen, during her senate testimony, stated that the Fed could 

pause its bond purchase taper should economic data continue to show 

weakness Week-on-week, the shared currency pared 0.25% and 1.05% 

against the greenback and the Japanese yen, respectively. 
 

 

 

 

 

US Treasury Yield Curve

Tenor 20-Feb 27-Feb  +/- bps

3m 0.046 0.036 -1.01

6m 0.076 0.066 -1.02

2y 0.319 0.321 0.21

5y 1.538 1.482 -5.57

10y 2.751 2.639 -11.22

30y 3.723 3.592 -13.16

Currencies 

21-Feb 28-Feb % Change

USD/PHP 44.565 44.630 -0.15%

EUR/USD 1.3746 1.3711 -0.25%

GBP/USD 1.6616 1.6723 0.64%

USD/JPY 102.51 101.69 0.81%

AUD/USD 0.8977 0.8967 -0.11%

USD/CHF 0.8877 0.8872 0.06%

EUR/CHF 1.21977 1.21655 0.26%

EUR/JPY 140.9 139.44 1.05%
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The week ahead (Mar 3 – Mar 7) 

 

Trading in global financial markets this week was largely driven by more economic data releases as well as US Fed Chair Janet 

Yellen’s testimony to the US Banking Senate Committee. For the coming week, we expect equities markets to trade within range 

amid the lack of fresh market leads, ahead of the non-farm payrolls due to be released on March 7. Meanwhile, US Treasury yields 

may rise as investors consolidate this week’s gains and take positions ahead of key employment data. The euro may weaken 

against the US dollar as market players anticipate a potential interest rate cut following the ECB policy meeting next week.  
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Philippine Financial Markets 

The local equities market sustained its rally from the previous week on the back of better-than-expected corporate 
earnings results, coupled with the positive sentiment from the recent testimony of US Federal Reserve Chair Janet Yellen. 
The local fixed income market also gained ground as buying interest persisted, with market players positioning for month-
end window dressing. Meanwhile, the Philippine peso weakened on continued support for the greenback following upbeat 
US new home sales data. 
 

 
Local Equities 
    

The local equities market started the week lower on profit-taking after technical 
indicators showed that the market had already reached overbought levels.  
However, the local bourse recouped losses as reported corporate earnings 
came out mostly ahead of expectations.  The global markets also played a role 
during the week, helping the index close higher on speculation that the Fed may 
reconsider its decision to reverse quantitative easing in the face of persistent 
economic weakness in the U.S. Week-on-week, the index gained 116.63 points, 
or +1.85%, to close at 6,424.99. For the week, foreign investors were net buyers 
at Php0.84 billion. For the month, foreigners were net buyers at Php3.18 billion. 

 
 

Conglomerate 

 Metro Pacific Investments Corp. (MPIC) is looking to expand its operations abroad related to its core water utility and 
tollroad businesses. In Thailand, MPIC plans to raise the stake held in joint venture with its Hong-Kong based parent 
conglomerate First Pacific Co. Ltd. for the Don Muang tollway project. Aside from this, the firm is looking at more 
assets in both Thailand and Indonesia. 
 

Property 

 Andrew Tan-led Megaworld Group (MEG) is looking to develop a 561-hectare integrated community worth around 
Php10 billion. According to company officials, the development, called Southwoods City, would be the largest fully-
integrated township project of Global-Estate Resorts Inc. MEG First Vice President Jericho Go stated that the 
community would incorporate the live-work-play-learn lifestyle concept into the multi-billion peso development 
 

 Listed property corporation Ayala Land Inc. (ALI) is looking to develop more on its recurring income business through 
construction of new hospitals and clinics, department stores and supermarkets, office space and shopping areas. 
Moreover, the residential segment is seen to experience continued robust growth as the firm strengthens its foothold 
north of Metro Manila through mixed-use communities. ALI is increasing its capital spending to Php70 billon this year, 
promising to launch 78 projects worth Php142 billion to boost growth in the coming years. 

 
Financials 

 Metropolitan Bank & Trust Co. (MBT) saw its profits grow by 46% to Php22.5 billion in 2013 from the previous year’s 
Php15.4 billion worth of earnings. The growth was driven by the 38% increase on the bank’s total operating income 
reflecting a 24% growth in net interest income amounting to Php38.3 billion on the back of strong volumes and high 
margins. Moreover, non-interest income escalated by 55% to Php40.7 billion due to strong trading gains and steady 
service charges, fees and commissions. The bank’s deposits grew by 38%, breaching the Php1-trillion level to end the 
year at Php1.02 trillion. 

 

Foods and Beverages 

 The leading Fastfood chain in the country, Jollibee Foods Corp. (JFC) has expanded its presence in the Middle East 
after an agreement was reached with a UAE-based company. Golden Plate Pte. Ltd., a wholly-owned subsidiary of 
JFC, reached an agreement with Golden Crown Foods LLC that will form a joint venture company that will own and 
operate Jollibee stores in the UAE. The transaction costs Php3.57 million. 

 

21-Feb 28-Feb % Change

PSEi 6,308.36 6,424.99 1.85%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
On the local fixed income space, prices of local government securities rose 
on bargain-hunting as market players positioned mostly on the medium- and 
long-tenored bonds on the back of month-end window dressing. For the 
week, yields across the curve fell by 10 basis points led by the belly, which 
dropped by 13.70 basis points, followed by the long-end of the curve 
declining by 8.53 basis points. Meanwhile, the short-end of the curve went 
down by 6 basis points. 
 
 
Philippine Peso 
 
At the start of the week, the local currency depreciated against the 
greenback as investors expressed their concerns regarding the Federal 
Reserve’s stimulus tapering. The Philippine peso trended even lower in 
succeeding days as support for the US dollar ensued following the release 
of better-than-expected US new home sales. Week-on-week, the local 
currency gave up 6.5 centavos to close at 44.630 on Friday. 
 
 
For the month of December 2013, the country’s total imported goods went down by 0.1% year-on-year to US$5.30 billion from the 
US$5.294 billion recorded in 2012. The marginal decline on imported products was due to the decrease in shipments of feeding 
stuff for animals, electronic products, industrial machinery and equipment, iron and steel, and transport equipment. However, on a 
monthly basis, December 2013 imports were up by 1.1% from November’s US$5.236 billion. Electronic products were the top 
imported goods for the month, having 22.6% of the aggregate inbound shipments and amounting to US$1.196 billion, 7.3% lower 
than last year’s figure of US$1.289 billion. Moreover, China was the top source of imported goods with a 14.7% share of total 
imports amounting to US$776.49 million, while the United States of America came in second with total payments of US$575.79 
million, down by 31.4% from a year ago. 
 
According to data released by the Bangko Sentral ng Pilipinas, the capital adequacy ratio (CAR) of universal and commercial banks 
on a solo basis (which covers a bank’s head office) registered at 17.51% as of September last year, marginally lower than the  
17.98% recorded in the first half of 2013. On a consolidated basis (which covers a bank’s head office and branches), the banks’ 
CAR dropped to 18.62% as of September from the 19.24% in the first semester. The BSP stated that September’s CAR values 
were slightly lower than the June figures due to risk weighted assets increasing at a higher rate than qualifying capital, brought 
about by a rise in lending to various counterparties. 
 
North Luzon Expressway (NLEx) operator Metro Pacific Tollways Corp. (MPTC) is looking to increase its revenue by as much as 
14% this year, on the back of new tollroads. According to a company official, spending plans were also variable and would depend 
on whether MPTC would finally be allowed to take control of the Subic-Clark-Tarlac Expressway (SCTEx). This year, MPTC will 
open the Smart Connect Interchange to MacArthur Highway, which will then be extended to C-3 in Caloocan at a cost of Php10.5 
billion. 
 
Data released by the Bangko Sentral ng Pilipinas (BSP) showed that the combined non-performing (NPL) loans of rural and thrift 
banks registered at Php45.29 billion for the first 9 months of 2013. This was equivalent to 7.33% of their total loan portfolio, an 
improvement from 2012’s 7.53% but slightly worse than the 7.32% recorded in the first half of 2013. The improvement came on the 
back of a 15% increase in the banks’ total loan portfolio to Php617.49 billion, whereas the NPLs were up by only 11%. The latest 
NPL figures showed the banks’ continued efforts to adhere to sound credit risk management systems and to maintain high loan 
quality, according to the BSP. 
 

T enor 21-Feb 28-Feb  Change

1m 1.64 1.43 -21

3m 1.20 1.20 0

6m 1.74 1.67 -7

1y 1.99 2.04 5

2y 2.57 2.46 -11

3y 3.19 3.14 -5

4y 3.72 3.46 -26

5y 4.11 3.86 -25

7y 4.25 4.23 -2

10y 4.33 4.35 2

20y 5.47 5.37 -10

25y 5.98 5.80 -18

Average -10

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (Mar 03 – Mar 07) 

 
We expect the local equities market to trade within range next week, but with a downward bias as investors try to book profits made 
from the recent rally.  It’s important to note though that the month of February marked the first month that foreign investors were net 
buyers, following the six months of consecutive net foreign selling.  In Indonesia, net foreign inflows for February more than tripled 
to around US$614 million (as of Feb 27, 2014) from previous month’s US$197 million. This implies that foreign investors are 
beginning to turn positive in terms of sentiment towards select EM assets, including the Philippines.  The index breached the 200-
day moving average last week so the next resistance is seen at the previous high last October 2013 of 6,600. Trading range will be 
from 6,350 to 6,550.  

On the local fixed income market, we expect yields to trade sideways with a slight upward bias as market players may look to take 
profit from recent bargain-hunting in the previous week. Furthermore, movement in Local Bonds and the Philippine Peso will hinge 
on the release of the country’s inflation figure for the month of February. This will guide the Bangko Sentral ng Pilipinas (BSP) in 
determining whether they will keep the monetary policy stance accommodative. Market players will continue to track developments 
in the US especially the upcoming economic data releases. 


