
 

March 10, 2014 

Global Financial Markets 
 
Global markets ended the week mostly higher as the political turmoil in Eastern Europe slowly ebbed, and as some upbeat 
economic data from the US buoyed sentiment. US Treasury prices fell amid the over-all risk-on sentiment following the 
improving situation in Ukraine, and the euro strengthened against its peers after the European Central Bank decided to 
hold its benchmark interest rates and announce no new stimulus measures. 
 
Global Equities 
 

Global stocks started off weak as 
investors shied away from riskier 
assets amid escalating tensions in 
Russia and Ukraine. The 
Ukrainian Prime Minister had 
claimed last Sunday that his 
country was "on the brink of 
disaster" after Russian forces 
moved into Ukraine's Crimea 
province over the weekend.  
However, share prices bounced 
back thereafter to end the week 
with an eventual gain after the 
Russian defense minister ordered 
troops to return to their bases and 
after Russian President Vladimir 
Putin assured that he would only 
use force against Ukraine as a 
last resort.  

In the US, the equities market 
ended with a gain after better-
than-expected unemployment 
claims data boosted sentiment. 
Meanwhile, European shares 
ended slightly lower after the 
European Central Bank (ECB) left 
its policy rates unchanged and did 
not announce any new stimulus 
measures following its policy 
meeting ended Thursday.  

Asian shares also closed on higher ground on Thursday, led by Chinese shares after Chinese Finance Minister Lou Jiwei stated 
that economic growth below the government’s target is acceptable, as employment, not the exact level of expansion, was the key 
indicator to watch.  Earlier there had been some concern after Premier Li Keqiang kept the country’s annual growth target at 7.5% 
in 2014, fuelling speculation that the government would allow the country’s already considerable amount of debt to balloon further.   

Week-on-week, the MSCI World index rose 1.06% led by the Asia-Pacific Ex-Japan region which rallied 0.97%, while the European 
region declined by -0.10%. The Dow Jones Industrial Average index and the S&P500 index inched up 0.54% and 1.05%, 
respectively.  
 

Economic data releases for the week were mixed, though market players focused their attentions more on the political crisis in 

Eastern Europe. 

 For the final quarter of 2013, the US economy grew at a slower pace than initially estimated. The country’s fourth 
quarter GDP grew at an annualized rate of 2.4%, a downward revision from the 3.2% figure released last month. The 
revision also represents a significant slowdown from the recorded 4.1% in 3Q13. The declines were mostly due to 
lackluster retail sales, inventory adjustments and a lower-than-initially estimated trade balance.  

 For the month of February, the Thomson Reuters/University of Michigan index of consumer sentiment climbed to 81.6, 
slightly higher than the market estimate of 81.2. A sustained sentiment indicates that consumer spending could pick 
up once the spate of bad weather ebbs. Improving income and increased hiring would also help to proper consumers’ 
purchasing power.  

 According to payroll processor Automatic Data Processing Inc. and Moody’s Analytics, last February, private-sector 
payrolls climbed by 139,000, lower than the market estimate of 155,000. The report stated that employment was weak 
across a number of industries, with small firms hiring 59,000 new employees, medium-sized firms adding 35,000 jobs 

27-Feb-14 06-Mar-14 % Change

MSCI World 1,668.40 1,686.11 1.06%

MSCI Europe 114.91 114.80 -0.10%

MSCI Asia-Pacific ex-Japan 462.21 466.69 0.97%

Dow Jones Industrial Average 16,272.65 16,360.18 0.54%

S&P 500 1,854.29 1,873.81 1.05%

Global Equity Performance
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and large firms increasing positions by 44,000. Service sector jobs rose by 120,000 while factory jobs increase by just 
1,000. Construction firms added 14,000 jobs.  

 Jobless claims in the US fell by 26,000 last week to a seasonally adjusted 323,000. This was lower than the market 
estimate of 336,000. The less-volatile four-week moving average of claims likewise fell by 2,000 to 336,500 and the 
number of continuing claims—or those drawn by workers for more than a week—fell by 8,000 to 2,907,000 in week 
ended February 22. 

 Last January, new orders for manufactured goods in the US fell by 0.7%, lower than the market estimate of -0.5%, 
following December’s downwardly revised -2.0% as orders fell across most categories. The most significant declines 
recorded were in transportation, primary metals and electrical equipment, appliance and components. Not including 
the volatile the volatile transportation category, orders rose 0.2% as defense capital goods, and computers and 
electronic products, gained. 

 Last January, the Institute for Supply Management’s manufacturing index rose to 53.2, beating the market estimate of 
52.3, following January’s 51.3. Based on the report, several survey respondents mentioned adverse weather 
conditions as a factor in impacting their business in February. Others showed optimism in terms of demand and 
growth in the near term.  

 In February, the US services sector saw much slower activity, The Institute for Supply Management’s (ISM) non-
manufacturing purchasing managers’ index (PMI) fell to a four-year low of 51.6 compared to the market estimate of 
53.0, following January’s 54.0. The most worrying indicator was a contraction in the employment index for the first 
time in over two years, as it plunged to 47.5 from 56.4. The drop might be partly weather-related, or a “giveback” from 
January’s high employment reading.  

 Data processing firm Markit’s Purchasing Managers’ Index for the US manufacturing sector increased to 57.1 in 
February, higher than the ‘flash’ estimate of 56.7 and January’s 53.7. According to Markit’s Chief Economist Chris 
Williamson, while bad weather continued to be the main culprit in slowing production, many also reported that 
weather-related issues were being overcome.  

 US personal consumption spending rose by a seasonally adjusted 0.4% month-on-month last January, slightly higher 
than the market estimate of a 0.1% monthly gain. Meanwhile, data for the month of December was downwardly 
revised to just a 0.1% growth. January’s gain was driven by service purchases, which jumped 0.9%, the largest 
increase since October 2001, driven partly by increased health-care spending.  
 
 

Global Bonds 
 

US Treasury prices lost ground on a weekly basis, despite having risen on 

Ukraine-driven risk-off sentiment earlier during the week. Yields on the 10-

year benchmark had jumped nearly 10 basis points mid-week after 

Russian troops were called back to base, and after Russian President 

Vladimir Putin assured that the crisis in Ukraine would not heighten at a 

dramatic pace. While weak private sector payrolls and services data had 

tempered the decline in prices, US Treasury prices ultimately ended with 

a loss after a report showed that jobless claims dropped more than 

expected. Week-on-week, the 10-year benchmark yield rose 9.86 basis 

points to close at 2.737%. 
 

 

Currencies  
 

The euro strengthened against its currency peers for the week as fears of 

rising political tensions in Eastern Europe slowly eased, and after the ECB 

left interest rates unchanged and announced no new stimulus measures, 

but continued to retain a supportive stance. According to ECB President 

Mario Draghi, the central bank was ready to act if needed, though for the 

moment, felt that any further stimulus was unnecessary. ECB economists 

affirmed that the region’s modest recovery would continue, and that 

inflation would remain low for a prolonged period, but would slowly rise to 

meet its targeted 2%. Mr. Draghi also reiterated that rates would be kept 

low for an extended period. Week-on-week, the shared currency gained 

0.44% against the greenback and 1.65% against the Japanese yen. 
 

 

US Treasury Yield Curve

Tenor 27-Feb 6-Mar  +/- bps

3m 0.036 0.046 1.01

6m 0.066 0.076 1.02

2y 0.321 0.341 2.05

5y 1.482 1.569 8.66

10y 2.639 2.737 9.86

30y 3.592 3.690 9.83

Currencies 

28-Feb 7-Mar % Change

USD/PHP 44.630 44.535 0.21%

EUR/USD 1.3802 1.3863 0.44%

GBP/USD 1.6745 1.6734 -0.07%

USD/JPY 101.80 103.04 -1.20%

AUD/USD 0.8924 0.9075 1.69%

USD/CHF 0.8803 0.8799 0.05%

EUR/CHF 1.21486 1.21981 -0.41%

EUR/JPY 140.49 142.84 -1.65%
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The week ahead (Mar 10 – Mar 14) 

 

Trading in global financial markets this week was largely driven by the geopolitical tensions in Eastern Europe, which mostly died 

down towards mid-week. In the coming days, we expect equities markets to trade with a slight downward bias, especially amid the 

release of the closely watched non-farm payrolls and unemployment report on Friday night.  Consensus is expecting 150,000, 

though figures could disappoint especially after the private sectors came out lower than expected. US Treasury yields could move 

lower as investors remain cautious and the US dollar may weaken should worse-than-anticipated employment data be released. 

Other key indicators to watch out for next week include retail sales and consumer confidence.  
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Philippine Financial Markets 

The local financial markets rallied for the week as the geopolitical tensions in Ukraine have somewhat receded. 
Meanwhile, inflation came out lower than forecasted, which buoyed market sentiment. Prices of local equities and fixed 
income climbed, while the Philippine peso appreciated against the US dollar. 
 
Local Equities 
    
The local equities market declined at the start of the week after Russian forces 
occupied Crimea, a part of Ukraine where majority of the residents are ethnic 
Russians.  The market though was quick to recoup losses as worries in the 
region subsided due to comments by Russian President Vladimir Putin that the 
crisis wouldn’t escalate. The positive sentiment was supported further by 
China’s decision to keep its GDP growth target for this year at 7.5%, a little 
lower than 2013’s 7.7%. Week-on-week, the index gained 56.84 points, or 
+0.88%, to close at 6,481.83.  For the week, foreign investors were net buyers 
at Php6.22 billion. 

 
Conglomerate 

 SM Investments Corp. (SMIC) saw its net income grow by 11% year-on-year to Php27.45 billion in 2013 with 
revenues rising by 13%. The firm stated that earnings growth was largely driven by the strong performance of its main 
banking unit, BDO Unibank Inc. The banking unit accounted for 42.8% of SMIC’s net income which was followed by 
property development and retail representing 35.9% and 21.3%, respectively. 
 

Property 

 Andrew Tan-led Megaworld Corp. is looking to expand its township portfolio with a new Php35 billion project in Pasig 
City. According to Megaworld First Vice-President for Business Development and Leasing Group Jericho Go, the 
company has allotted Php35 billion in the next 10 years to develop this township and is adequately capitalized for this 
development. He added that the project, called Woodside City will be located within a 12.3-hectare (ha) property along 
Circumferential Road 5, the former plant site of Ajinomoto 

 
Financials 

 Metropolitan Bank & Trust Co. (Metrobank) is looking to sustain a 16% loan growth for 2014. According to Metrobank 
Strategic Planning Division and Investor Relations Head Jette Gamboa, the company is looking at the economy to 
grow by 6% this year, so loans will post a mid-teen growth in the same period.  She added that the growth of the 
bank’s lending business will be boosted by commercial and corporate loans particularly the potential strong demand 
for loans seen from energy companies. Meanwhile, for the bank’s expansion plans, Ms. Gamboa stated that 
Metrobank is planning to add 30 branches this year. 
 

 Banco de Oro Unibank (BDO) reported a record-high net profit of Php22.6 billion for full-year 2013, posting the best 
earnings performance among Philippine banks. This translated to a 56% year-on-year rise, which also outperformed 
BDO’s Php20.4 billion target for the year, and an improvement in return on common equity to 14.5% from 2012’s 12%. 
BDO attributed its earnings to its core businesses, as well as notable trading gains. 

 

Telecommunications 

 Philippine Long Distance Telephone Co. (PLDT) reported that its consolidated net income declined by 1.79% to 
Php35.453 billion in 2013 from Php36.099 billion in 2012 while net income attributable to controlling stockholders 
dropped 2% to Php35.420 billion. The company attributed the decline to higher foreign exchange and derivative 
losses, the retroactive effect of the application of the Revised Philippine Accounting Standard 19 and the estimated 
losses from damages caused by Super Typhoon Yolanda of roughly US$900 million before any recoveries from 
insurance. Moreover, excluding one-time losses and charges, consolidated net income came out at Php38.7 billion in 
2013, which surpassed the Php38.3 billion target as well as the Php36.9 billion in 2012. 

 

28-Feb 7-Mar % Change

PSEi 6,424.99 6,481.83 0.88%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
Prices of local government securities initially rose as buying interest was 
fuelled by the successful treasury bill auction last March 3, wherein healthy 
demand was seen. The rally of the local bond market was sustained 
following the release of a lower-than-expected inflation figure of 4.1% for the 
month of February. For the week, yields across the curve declined by 7 
basis points led by the long-end of the curve, which dropped by 8.41 basis 
points. The belly and short-end of the curve also fell by 7.10 and 5.52 basis 
points, respectively. 
 
 
The Bureau of the Treasury (BTr) sold Php20 billion worth of Treasury Bills 
during an auction concluded last March 3. Two of the offered tenors were 
fully awarded given healthy demand. Php4 billion worth of 91-day bills were 
awarded at an average yield of 1.000% and Php6 billion worth of 182-day 
bills were awarded at an average yield of 1.400%. The government also 
offered Php10 billion worth of 364-day bills, but only accepted Php4.4 billion, 
at an average yield of 1.865%. The government received tenders totaling 
Php49.95 billion, more than twice the amount offered 
 
 
Philippine Peso 
 
The local currency initially depreciated against the greenback as investors flocked to safe-haven currencies, mostly on rising 
geopolitical tensions in Ukraine. Towards the end of the week, however, the crisis somewhat subsided, igniting risk on sentiment.  
Dismal jobs data from the US further strengthened the peso. Week-on-week, the local currency gained 25 centavos to close at 
44.380 on Friday. 
 
Inflation for the month of February rose by 4.1% year-on-year, slightly lower than the market consensus estimate of 4.3% and 
January’s 4.2%.  The lower inflation was primarily due to slower annual movements in alcoholic beverages and tobacco and 
transport. The figure was also in line with the 3.8% to 4.6% target of Bangko Sentral ng Pilipinas (BSP) for the month. Meanwhile, 
core inflation, which excludes volatile price movements in the food and energy sectors, dropped to 3% in February from 3.2% in 
January. 
 
According to the Bangko Sentral ng Pilipinas (BSP), money supply, as measured by M3, surged 38.6% to Php6.911 trillion in 
January which was the fastest rate on record. The BSP said that money supply continued to expand due to higher demand for 
credit in the domestic economy.  BSP Governor Amando S. Tetangco Jr. added that the increase was also due to the refinements 
done in the Special Deposit Account (SDA). 
 
According to the Department of Finance (DOF), the general government (GG) debt registered at Php4.468 trillion as of September 
2013. As a percentage of gross domestic product (GDP), general government debt came out at 39.7%. The GG-debt-to-GDP ratio 
figure is an improvement from the 40.3% recorded from a year earlier and the 40.6% at end-2012. Finance Secretary Cesar V. 
Purisima said that the government is trying to ensure the sustainability of the country’s economic resurgence by reducing 
government debt. Moreover, he stated that the current administration continues to work towards the virtuous cycle of good 
governance through proactive liability management. 
 
Tourism Secretary Ramon Jimenez Jr. stated that foreign tourist arrivals amounted to 461,363 last January, 5.8% higher than the 
436,079 registered in the same period last year. Receipts from inbound visitors came out to a total of US$469 million. Broken down, 
the biggest source of tourists was still Korea, accounting for 25%, or 118,305, of the total, followed by the US with 71,042 arrivals, 
and China with 9,583 tourists. The government remains optimistic that tourism in the country will not be too badly hit by the natural 
calamities, which occurred late last year, and would stick to the six million foreign tourist arrival target for 2014. Moreover, tourism 
revenues are expected to reach US$6 billion this year and US$8 billion in 2016. 
 
The Department of Budget and Management (DBM) recently released Php9.52 billion to the Department of Education (DepEd) in 
January in order to cover the hiring of 31,355 elementary and high school teachers for the upcoming school year.  Moreover, the 
move is also in line with the government’s goal to enhance education reform in the country. According to Budget Secretary 
Florencio Abad, hiring more teachers is essential to the Administration’s goal of improving the teacher-to-student ratio in the 
country’s education system. He added that for a long time, the country’s public schools were crippled by a shortage of teachers. 
 

T enor 28-Feb 7-Mar  Change

1m 1.43 1.38 -4

3m 1.20 1.10 -10

6m 1.67 1.56 -11

1y 2.04 2.06 2

2y 2.46 2.52 5

3y 3.14 3.04 -10

4y 3.46 3.33 -13

5y 3.86 3.76 -9

7y 4.23 4.15 -9

10y 4.35 4.29 -5

20y 5.37 5.30 -7

25y 5.80 5.67 -13

Average -7

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (Mar 10 – Mar 14) 

 
We expect the local equities market to trade higher next week on the back of escalating net foreign inflows.  For the past four 
weeks, we’ve seen consecutive net foreign inflows, a large reversal from the foreign outflows we’ve experienced since the last 
quarter of 2013.  Nonetheless, we expect any rally to resist at 6,600, the peak of the index last October 2013.  At this level, some 
investors might already book profits and can send the index down to its next support at 6,350.  With this, we expect the trading 
range to be from 6,350 to 6,650. 

On the local fixed income market, yields are expected to move sideways with a slight upward bias particularly on the long-end of the 
curve as market players look to consolidate and cash in on gains following the previous week’s rally, which was fuelled by the 
lower-than-expected February inflation print. On the other hand, sideways trading with a slight downward bias is seen on the yields 
on the short-tenor buckets as market players are seen to position ahead of a 7-year auction on March 18. Meanwhile, trading in the 
local currency market will continue to be influenced by global developments particularly in the U.S as investors turn their focus on 
the outcome of non-farm payrolls data. Other economic indicators are scheduled to come out as well, including retail sales, 
business and oil inventories, producer price index and consumer sentiment figures. Likewise, market players would keep an eye on 
occurrences in emerging market economies as well as in Eastern Europe to see whether geopolitical tensions in Ukraine would 
further ease or turn the other way.  

 

 


