
 

March 17, 2014 

Global Financial Markets 
 
Global equities markets gave up the previous week’s gains on the back of persistent concerns regarding China’s growth 
and escalating political tensions in Ukraine. Meanwhile, US Treasury yields fell for the same reason and the euro 
appreciated against its peers amid optimism that the European Central Bank would remain supportive of the region’s 
economy. 
 
Global Equities 
 

Global equities gave back the 
previous week’s gains amid recurring 
concerns on China’s growth trajectory 
and persistent geopolitical tensions in 
Ukraine and Russia. A handful of 
strong economic data from the U.S., 
which indicated that the weather-
related slowdown was ending, failed 
to lift sentiment.  

During the week, market players 
across the globe also sold off on their 
equity holdings amid fears that 
China's economic slowdown would 
hurt commodity prices. Prices of coal, 
copper, and iron ore extended their 
slide as manufacturers were reluctant 
to add inventory. Concerns for 
another corporate default also rattled 
markets as the Shanghai Stock 
Exchange disqualified Baoding 
Tianwei Baobian Electric Company's 
(a power-equipment maker) proposal 
to use its corporate bonds as 
collateral for short-term lending  

Week-on-week, the MSCI World 
index fell 2.04% led by the European 
region, which slumped 3.82%, while 
the Asia-Pacific ex-Japan region 
declined by -1.74%. The Dow Jones Industrial Average index and the S&P500 index gave back 0.50% and 0.47%, respectively.  

Economic data releases for the week were mixed, with market players focusing their attentions more on China amid fears of a 

slowdown on the country’s economic growth. 

 For the month of February, nonfarm payrolls rose by a seasonally adjusted 175,000, higher than the market estimate 
of 149,000. January and December’s payroll figures were likewise upwardly revised to 129,000 and 84,000, 
respectively. However, payroll growth over the last three months averaged at 129,000 jobs per month, much less than 
the monthly average of 189,000 throughout last year until January. Moreover, the report hinted that hiring intentions 
were not strongly affected by weather.  

 The US unemployment rate inched higher to 6.7% in February, slightly higher than the market estimate of 6.6%, 
following January’s 6.6%. The report also showed that 601,000 people in the household survey had stated that they 
could not get to work because of weather-related conditions, almost twice the number of people recorded in February 
on a historical basis. The labor-force participation rate remained at 63% as ranks of the unemployed increased by 
223,000 but 264,000 new people joined the workforce.  

 Last January, the US trade deficit widened marginally by 0.3% month-on-month to a seasonally adjusted US$39.1 
billion, slightly wider than the market estimate of US$38.5 billion. Merchandise exports rose 0.6% to US$192.5 billion, 
with modest gains seen in the industrial supplies and materials, capital goods and consumer goods segments. On an 
annual basis, exports were up 3.3%. Meanwhile, imports rose 0.6% month-on-month to US$231.6 billion as imports of 
capital goods rose to the highest on record.  

 According to the US Labor Department, employers posted 3.974 million job openings in January, lower than the 
market estimate of 4.015 million. However, January’s figure was 1.5% higher than December’s numbers. On average, 
there were about 2.6 unemployed citizens per job opening, somewhat close to the 2:1 ratio typical of healthier 
economies. The Job Openings and Labor Turnover survey showed that overall hiring slid by 0.9% to 4.5 million in 
January.  

06-Mar-14 13-Mar-14 % Change

MSCI World 1,686.11 1,651.68 -2.04%

MSCI Europe 114.80 110.41 -3.82%

MSCI Asia-Pacific ex-Japan 466.69 458.57 -1.74%

Dow Jones Industrial Average 16,421.89 16,340.08 -0.50%

S&P 500 1,877.03 1,868.20 -0.47%

Global Equity Performance
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 For the month of February, retail sales in the U.S. climbed by a seasonally adjusted 0.3% month-on-month, higher 
than the market estimate of a 0.2% increase and January’s downwardly revised growth of -0.6%. On an annual basis, 
sales rose by a marginal 1.5%, roughly in line with inflation. Sales were boosted by increased receipts in automobile 
and auto parts dealers, while electronics and appliance stores fell.  Sales of building materials and garden equipment 
also increased, likely due to seasonality factors as consumers bought snow removal equipment. Core sales, which do 
not include automobiles, gasoline, building materials and good services, and correspond most closely with the 
consumer spending component of the country’s GDP, rose by 0.3% versus the market estimate of +0.2%. 

 U.S. import prices rose by 0.9% on a monthly basis last February, beating the market estimate of +0.5%. This was 
equivalent to the largest month-on-month increase since August of 2012. January’s figures was also upwardly revised 
to +0.4%. The rise was wholly due to increased costs for fuel imports, which spiked amid the winter cold weather 
across the country. The price of imported fuel jumped 5.1%, the largest increase since August 2012.  

 The number of Americans applying for jobless benefits dropped by 9,000 to a seasonally adjusted 3-month low of 
315,000 last week, lower than the market estimate of 330,000. Likewise, the less-volatile four-week moving average 
fell by 6,250 to 330,500. This is the lowest level since early December. 

 Last January, industrial production in the Euro-zone declined by 0.2% on a monthly basis, compared to the market 
estimate of a 0.5% gain, following December’s upwardly revised 0.4% drop. Though the drop was not seen across the 
currency bloc (German and Spain had recorded increases), Netherlands, the region’s fifth largest economy, saw its 
output slump by 6.4%. 

 Reports from the Chinese National Bureau of Statistics showed that consumer prices in the country climbed 2.0% in 
February, matching the median forecast made by analysts. The figure was, however, slower than the 2.5% rise in 
January. Data from the General Administration of Customs showed that China's February exports unexpectedly 
dropped 18.1% year-on-year, significantly worse than the 5% expansion economists expected or the 10.6% gain 
recorded in January. Imports, on the other hand, rose 10.1% year-on-year. The country recorded a trade deficit of 
US$22.98 Bn for the month. 
 
 

Global Bonds 
 

US Treasury prices gained ground on a weekly basis as concerns of 

slowing growth in China and fears of rising geopolitical tensions in Ukraine 

boosted demand for safe-haven assets. Prices were also buoyed by three 

auctions for the week, which were mostly well-received. Week-on-week, 

the 10-year benchmark yield fell 9.27 basis points to 2.645%. 

 

On Tuesday, the US Treasury Department sold US$30 billion worth of 3-

year notes for a yield of 0.802%, the highest offered for notes of a similar 

tenor in six months. Bid-to-cover ratio was at 3.25x, compared to the 

3.42x average over the past four similarly-dated auctions.  The 10-year benchmark yield slid 1 basis point to 2.767% 

 

On the other hand, Wednesday’s US$21 10-year note auction saw an average yield of 2.729%, the lowest level since October last 

year. Demand was quite robust, as the auction had a bid-to-cover ratio of 2.92x, the highest in a year. Another sign of strong buying 

interest was that investors, rather than dealer banks, were the sale’s major participants.  

 

Thursday’s US$13 billion 30-year bond auction was also met with strong demand, as the securities were sold at a yield of 3.63%, 

the lowest since June last year. Bid-to-cover ratio was at 2.35x. 
 

 

 

Currencies  
 

The dollar strengthened against its riskier currency peers earlier during 

the week amid an over-all risk-off stance as market players expressed 

concerns for China’s slowdown and Ukraine’s continuing political 

stand-off. Stronger economic data out of the U.S. likewise buoyed 

demand for the greenback as this supported the Fed’s case for a 

tighter monetary policy. However, the euro managed to hold its ground 

against the US dollar amid optimism that the European Central Bank 

would remain supportive of the region’s economy. Week-on-week, the 

US dollar lost 0.02% against the euro. 

US Treasury Yield Curve

Tenor 6-Mar 13-Mar  +/- bps

3m 0.046 0.041 -0.50

6m 0.076 0.071 -0.51

2y 0.341 0.338 -0.31

5y 1.569 1.520 -4.91

10y 2.737 2.645 -9.27

30y 3.690 3.591 -9.93

Currencies 

7-Mar 14-Mar % Change

USD/PHP 44.380 44.655 -0.62%

EUR/USD 1.3875 1.3878 0.02%

GBP/USD 1.6713 1.6618 -0.57%

USD/JPY 103.28 101.63 1.62%

AUD/USD 0.9068 0.9027 -0.45%

USD/CHF 0.8779 0.8745 0.39%

EUR/CHF 1.21817 1.21366 0.37%

EUR/JPY 143.33 141.05 1.62%
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The week ahead (Mar 17 – Mar 21) 

 

Trading in global financial markets this week was once again driven by the geopolitical tensions in Eastern Europe, as well as 

recurring fears of a slowdown in China’s growth trajectory. For the week ahead, we expect equities markets to trade within range as 

market players await the upcoming FOMC meeting on the 18
th

-19
th
, which also marks Janet Yellen’s first meeting as Fed Chair. 

Market players are expecting another US$10 billion cut on the current pace of bond purchases, though what everyone will really be 

watching out for are the Fed’s comments on its policy actions moving forward. Economic data – barring weather related 

disturbances—have so far been showing improvement and it still remains to be seen whether this will be sustained. U.S. Treasury 

prices could fall back as investors consolidate this week’s gains, while the U.S. dollar could strengthen depending on the Fed’s 

comments regarding its policy rates. Upcoming economic data releases for the week include U.S. inflation, and industrial 

production.   
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Philippine Financial Markets 

 

The local equities market ended lower for the week as market sentiment was dragged down by recurring concerns 
regarding China’s growth prospects, as well as the ongoing geopolitical tensions in Ukraine. These events, coupled with 
the release of strong US non-farm payrolls data, also caused the Philippine peso to depreciate against US dollar. 
Meanwhile, the local fixed income market continued its rally on the back of the previous week’s benign inflation print, as 
well as positioning by market players for the upcoming seven year auction.  

 
Local Equities 
    

The local equities market traded lower this week as sentiment in the region 
suffered due to concern on China’s growth prospects and escalating tension in 
Ukraine. Four investment banks (JP Morgan, UBS, Bank of America and 
Nomura Holdings) lowered their growth forecasts for China on the back of 
slower-than-expected retail sales and factory output data.  Retail sales came in 
at 11.8%, lower than survey of 13.5%, while factory output grew only by 8.6%, 
lower than consensus estimate of 9.5%. The decline in Chinese exports of 18% 
year-on-year for February also added to the market’s decline. Week-on-week, 
the index lost 90.59 points, or -1.40%, to close at 6,391.24. For the week, 
foreign investors were net buyers at Php3.22 billion. 

 
Conglomerate 

 For full year 2013, listed conglomerate Aboitiz Equity Ventures, Inc. (AEV) posted a 12% decline in net profit to Php21 
billion amid non-recurring losses from the revaluation of US dollar liabilities as well as other placements. Earnings 
from the power sector accounted for 72% of the total, followed by banking with 21%, food with 6% and real estate with 
1%. According to AEV, its consolidated net income for the fourth quarter totaled Php4.5 billion, down 24% year-on-
year. The substantial yearly decline was due to a non-recurring loss of Php334.7 million, partially offset by a gain 
recorded in the power segment. 
 

Property 

 Villar-led Vista Land & Lifescapes, Inc. is planning to issue up to Php5 billion in retail bonds to partially finance 
commercial development projects of its subsidiaries. The company said that its board of directors already authorized 
the implementation of all necessary corporate and other actions to proceed with the offering and issuance of the 
bonds, as well as to finalize the issue size, interest rate, and other terms and conditions of the bond sale. Vista Land 
Chief Executive Officer Manuel Villar stated that the company’s plan of tapping the retail bond market for the first time 
is part of its overall strategy to diversify its sources of funding. 

 
Power 

 The Energy Regulatory Commission (ERC) recently approved two projects of Manila Electric Co. (Meralco). These are 
the Mahabang Parang-Batangas City 69-kilovolt lines and the construction of the First Cavite Industrial Estate-
Rosario, a 115-kV line with a total cost of Php548.1 million. Meralco stated that the first project involves the 
construction of a 69-kV line with a total length of roughly 14.6 kilometers, which will provide an alternate feed to the 
Batangas City substation and the Meralco-BolBoc kilometers. Meanwhile, the second project is the construction of 
new 115-kV line along the road using steel poles from the FCIE substation to the Rosario 115-kV substation with an 
approximate length of 15.5 kilometers. Moreover, the ERC affirmed that the implementation of the said projects will 
still be subject to further monitoring and optimization in Meralco’s next annual revenue requirement application under 
the performance-based regulation rate-setting methodology. 

 

Foods and Beverages 

 Universal Robina Corp. (URC) is planning to build a renewable power plant in Negros Island worth Php2.5 billion. 
According to the company statement, the construction of its Php2.52 billion bagasse-fired power plant is scheduled to 
start next week while commercial operation is set to begin in August 2014.  According to URC Sugar Segment 
Business Unit General Manager Rene Cabati, the power plant would be able to reduce the use of fossil fuel and 
sustain the livelihood of sugarcane farmers in the URC Sonedco area. The company also stated that the facility will 
support the sugar milling operations and cater to national power demand. 

 

7-Mar 14-Mar % Change

PSEi 6,481.83 6,391.24 -1.40%

Philippine  Stock Exchange  Index
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Philippine Bond Market  

 
Prices of local government securities climbed for another week still due 
to the benign inflation print for February. Moreover, market players 
positioned themselves in anticipation of strong demand for the upcoming 
7-year auction. For the week, yields across the curve fell by 12.2 basis 
points led by the belly which dropped by 17.2 basis points. Meanwhile, 
the short- and long-ends of the curve declined by 7.8 and 9.6 basis 
points, respectively. 
 
 
 
 
Philippine Peso 
 
The local currency dropped at the beginning of the week following the 
release of stronger-than-expected US non-farm payrolls data, which 
supported the greenback. Mid-week, the Philippine peso temporarily 
gained when local exports data came out higher but could not sustain its 
momentum as investors purchased dollars to cover import payments. 
Moreover, concerns regarding China’s growth and tensions in Ukraine 
have weighed on sentiment. Week-on-week, the local currency surrendered 27.5 centavos to close at 44.655. 
 
 
The country’s unemployment rate rose to 7.5% in January, according to the Labor Force Survey from the Philippines Statistics 
Authority. The report showed an estimated 2.97 million Filipinos were without work in the period, higher than the 2.78 million 
registered in the same period a year ago. Moreover, the 7.5% unemployment rate was also higher than the 7.1% posted in the 
same month last year. The figure has brought down the employment rate to 92.5% from 92.9%. Employment in the services sector 
slowed, comprising 54.1% of total employed which is lower than the 54.4% recorded in 2013. This was followed by Agriculture and 
Industry as the biggest employers at 30% and 15.9%, respectively. 
 
Data from the Department of Finance (DoF) showed that the budget deficit registered at Php52.6 billion in December, bringing the 
full year 2013 print to Php164.064 billion which represents 1.4% of gross domestic product (GDP) and below the Php238 billion 
ceiling or 2% of GDP. Broken down, the public expenditures fell by 16% year-on-year to Php202.8 billion while revenues rose by 
19% to Php150.2 billion in December. According to Finance Secretary Cesar Purisima, the deficit figure was mainly driven by 
improved revenue collections and sustained prudence in expenditures. 
 
According to the Bangko Sentral ng Pilipinas (BSP), net foreign direct inflows (FDI) amounted to US$180 million in December, 

which brought the full-year 2013 figure to a net US$3.86 billion. The 2013 figure surpassed the central bank’s US$2.1 billion 

forecast and is 20% higher than the US$3.215 billion net inflow registered in 2012. BSP said that the 20% increase in FDI during 

the year was propelled by investors’ confidence on the sound macroeconomic fundamentals of the country. 

 

According to preliminary data from the Philippine Statistics Authority, outward shipments of merchandise exports amounted to 

US$4.38 billion in January, or 9.3% higher year-on-year. The country’s top export product was still electronics, with shipments 

totaling US$1.793 billion, up by 22.1% from the same period a year ago. Japan continued to be the country’s top export destination 

for the month, representing 26.3% of total shipments, followed by US and China which accounted for 13.8% and 9.9%, respectively. 

 

According to the Bangko Sentral ng Pilipinas (BSP), foreign portfolio investments registered a net outflow in February of US$361.09 

million, which was a reversal from the US$221.65 net inflow in the same period last year. However, this is significantly lower than 

the US$1.844 billion net outflow recorded in January. The BSP stated that the February outflows reflected investors’ initial reaction 

to the tapering of the quantitative easing program in the US, which started in January this year. Broken down, foreign investors 

placed US$1.491 billion and withdrew US$1.852 billion. The Philippine Stock Exchange-listed securities (88.3%) registered the bulk 

of investments, having a net inflow of US$148 million.

T enor 7-Mar 14-Mar  Change

1m 1.38 1.18 -21

3m 1.10 1.13 2

6m 1.56 1.44 -12

1y 2.06 2.05 -1

2y 2.52 2.38 -13

3y 3.04 2.99 -5

4y 3.33 3.14 -20

5y 3.76 3.50 -26

7y 4.15 3.93 -21

10y 4.29 4.18 -12

20y 5.30 5.27 -3

25y 5.67 5.52 -15

Average -12.2

Peso Yie ld Curve                                        

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

 
We expect the local equities market to trade lower next week on the back of risk-off sentiment favoring developed markets over 
emerging markets due to the crisis in Ukraine and China’s slowdown.  Investors will closely watch the March 16 separatist pol l in 
Ukraine’s Crimean region.  This uncertainty may cause another round of volatility in the markets that can spillover to our region.  
The market will also keep an eye on the FOMC meeting next week.  On a brighter note, the OFW remittance figure, which will come 
out on March 17, may provide support for the index, especially for consumer-related companies.  Trading range is expected to be 
between 6,210 and 6,410.   

On the local fixed income market, we expect yields to trade sideways with a slight downward bias as market players will likely 
continue positioning ahead of the forthcoming 7-year note auction. However, some profit-taking could take place after the results of 
the auction come out so yields might pick up. Meanwhile, movement on the local currency market will likely depend on the outcome 
of the upcoming US FOMC meeting on March 18-19. Market players will watch whether the US Fed would maintain the pace of 
bond purchase tapering at US$10 billion and forward guidance regarding its policy plans. Moreover, a batch of US economic 
indicators such as industrial production, NAHB housing index, inflation and current account index are expected to drive market 
sentiment. The geopolitical crisis in Ukraine will continually be monitored as well. Meanwhile, on the local front, market players will 
have their eyes on the data of remittances from overseas Filipino workers for the month of January. 

 


