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Global Financial Markets 
 
Global markets were marginally lower over the course of the week mostly on the back of recurring concerns over the 
geopolitical tension in Ukraine, as well as the mixed batch of economic data releases in the US. US Treasury yields have 
fallen on successful 5-year and 7-year auctions and as investors adopted a risk-off stance. Meanwhile, the euro lost 
ground mostly on speculation that the European Central Bank (ECB) will provide additional stimulus. 
 
 
Global Equities 
 

Global equities ended the week 
slightly lower as concerns over the 
geopolitical tension in Russia and 
Ukraine have resurfaced and amid 
a slew of mixed economic data 
releases from the world’s largest 
economy. 

 

US stocks dropped for the week 
amid a mixed bag of economic 
data as well as news that 
President Barack Obama warned 
that the crisis in Ukraine may 
escalate. The US Senate and 
House recently passed separate 
bills which imposed additional 
sanctions on Russian officials for 
its annexation of Crimea. 
Moreover, market players were 
seen reducing their risky positions 
while others took profits from 
previous week’s gains. 
Meanwhile, European stocks 
advanced bolstered by several 
economic figures in the region and 
on speculation that the European 
Central Bank (ECB) may put 
additional stimulus measure in place to boost the economy. 

 

The Asian region, meanwhile, posted gains for the week, mainly encouraged by some of the positive economic data releases from 
the US and hopes for a new stimulus measure in Europe. In China, market players warmly received regulators’ announcement that 
they would allow some companies to issue preferred shares. This would be beneficial for banks looking to increase capital to 
balance out rising bad debts. In India, hopes for a newly-elected pro-business government added to the positive sentiment in the 
region. 

Week-on-week, the MSCI World index marginally fell by 0.07% with the US, as represented by the Dow Jones Industrial Average 
and S&P500 indices, dropping by 0.38% and 1.04%, respectively. Meanwhile, the European and Asia-Pacific ex-Japan regions 
were able to end the week on a positive note, climbing by 1.20% and 3.20%, respectively. 

Economic data releases for the week were mixed for the US, though market-players were also focusing on the political stand-off in 
Ukraine, Russia and Crimea.  

 The US economy grew at a faster rate in the 4Q 2013 than previously estimated. Gross domestic product expanded at 
an annual rate of 2.6% (Mkt est: +2.7%), higher than the previous calculation of 2.4% growth. While growth slowed 
from the 4.1% rate in Q3, one measure of underlying economic strength improved. Growth of final sales of domestic 
product, a measure that excludes volatile inventories, rose to 2.7% from 2.5% in Q3. Moreover, the report showed 
consumer spending, which accounts for roughly two-thirds of the GDP, jumped by 3.3% (Mkt est: +2.7%) up from the 
previous estimate of 2.6% and from 2% in Q3. 

 The number of Americans filing new claims for jobless benefits fell last week. Initial jobless claims declined by 10,000 
to a seasonally adjusted 311,000 (Mkt est: 323k) in the week ended March 22. The four-week moving average of 
initial claims fell to 317,750, the lowest level since last September. 

20-Mar-14 27-Mar-14 % Change

MSCI World 1,654.32 1,653.12 -0.07%

MSCI Europe 111.47 112.81 1.20%

MSCI Asia-Pacific ex-Japan 449.04 463.40 3.20%

Dow Jones Industrial Average 16,331.05 16,268.99 -0.38%

S&P 500 1,872.01 1,852.56 -1.04%

Global Equity Performance
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 The US consumer confidence rebounded to the highest reading in six years in March. The Conference Board said its 
index of consumer confidence rose to 82.3 (Mkt est: 78.5) from an upwardly revised 78.3 in February (Prev: 78.1). 
According to the Director of Economic Indicators at the Board Lynn Franco, consumer confidence improved as 
expectations for the short-term outlook bounced back from February's decline. She added that consumers expect the 
economy to continue improving and believe it may even pick up a little steam in the months ahead. Moreover, the 
present situation index, a gauge of consumers' assessment of current economic conditions, slipped to 80.4 from a 
revised 81 (Prev: 81.7). Consumer expectations for economic activity over the next six months increased to 83.5 from 
a revised 76.5 (Prev: 75.7). 

 Orders for long-lasting US manufactured goods rose in February. Orders for durable goods climbed by 2.2% (Mkt est: 
+0.8%) from a downwardly revised -1.3% in January (Prev: -1.0%). Excluding the volatile transportation segment, 
durable-goods orders leapt just by 0.2% (Mkt est: +0.3%). Orders for non-defense capital goods excluding aircraft 
declined by 1.3% (Mkt est: +0.5%) after increasing by a downwardly revised 0.8% in January (Prev: +1.7%). 
Shipments increased by 0.9% after two straight months of declines. Unfilled orders also grew after being flat in 
January. There were also increases in orders for primary metals, fabricated metal products and computers and 
electronic products. Orders for machinery fell for a second straight month as did bookings for electrical equipment, 
appliances and components. 

 US private sector economic activity growth accelerated in March. Markit said its "flash" composite Purchasing 
Managers Index climbed to 55.8 from 54.1 in February. The preliminary reading on the services sector soared to 55.5 
(Mkt est: 54.0) from 53.3, more than offsetting a decline in the growth rate in the manufacturing sector reported on 
Monday. Growth in new orders slowed to 54.6, the lowest since October, from 56.6. In the services sector, new 
business went down to 53.9, from 56.0. According to the Chief Economist at Markit, Chris Williamson, service sector 
activity rebounded in March after a weather-torn February but the survey is clearly flashing some warning lights as to 
whether the economy has lost some underlying momentum. 

 The number of people signing contracts to buy previously owned homes fell once again in February. The National 
Association of Realtors said its seasonally adjusted index for pending sales of existing homes declined by 0.8% 
month-on-month (Mkt est: +0.2%) to 93.9. It is the eighth consecutive month of declines. Moreover, February's 
reading was the lowest since October 2011 after hitting a recent peak of 110.8 in June. On a year-on-year basis, the 
pending-home-sales index dropped by 10.5%. 

 For the month of March, the Markit Economics preliminary index of US manufacturing fell to 55.5 from 57.1 in 
February. Market estimate was for the figure to come in at 56.5. Note, however, the any number above 50 still signals 
expansion. Despite the drop, the month’s reading was still the second-highest since January last year. 

 US house price increases moderated in January. The Standard & Poor's/Case-Shiller index of prices for 10 major U.S. 
cities soared by 13.5% year-on-year which was actually slower than the 13.6% pace in December. The 20-city price 
index grew by 13.24% (Mkt est: 13.34%), down from a 13.4% pace in December.  According to the Chairman of the 
Index Committee at S&P Dow Jones, David Blitzer, the housing recovery may have taken a breather due to the cold 
weather. He added that from the bottom in 2012, prices are up by 23% and the housing market is showing signs of 
moving forward with more normal price increases. 
 

Global Bonds 
 

US Treasury prices recouped prior week’s losses amid a slew of mixed 

US economic data releases and the successful five-year and seven-year 

debt auctions. Moreover, the continued tension between Ukraine and 

Russia induced market players to adopt a risk-off stance. Week-on-week, 

the 10-year benchmark yield dropped by 9.06 basis points to 2.681%. 

 

On Wednesday, the US Treasury Department had a US$35 billion-five 

year auction which attracted enough bids to cover the sale 2.99x, the 

largest ratio for a five-year note auction since September 2012. A 1.715% 

yield was offered on the notes, marking the highest rate paid at auction for this maturity since May 2011.  

 

On Thursday, the US Treasury Department held a successful 7-year debt auction which saw a record high demand from direct 

bidders. The US$29 billion offering attracted enough bids to cover the sale 2.59x, surpassing a recent average of 2.55x for this 

tenor. The solid auction comes after two similarly well-attended sales of two- and five-year notes earlier this week.  

US Treasury Yield Curve

Tenor 20-Mar 27-Mar  +/- bps

3m 0.051 0.030 -2.03

6m 0.076 0.061 -1.52

2y 0.420 0.446 2.60

5y 1.700 1.715 1.49

10y 2.772 2.681 -9.06

30y 3.663 3.527 -13.58
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Currencies  

The euro weakened against most of its major currency counterparts for 
the week. The shared currency started the week on a positive note on 
encouraging economic data releases over the shared region such as 
German and Euro-zone consumer confidence as well French 
manufacturing PMI. However, some disappointing data from the region 
have surfaced which reversed the euro’s earlier gains. These include 
the German business confidence, Euro-zone & Germany manufacturing 
PMIs. Moreover, recurring fears over the geopolitical tension in Ukraine 
& Russia and the speculation that the European Central Bank will add 
stimulus measure further dragged the euro.  

 

Week-on-week, the shared currency lost by 0.36% and 0.10% against 
the US dollar and the Swiss Franc, respectively. 

 

 

 

The week ahead (Mar 31 – Apr 04) 

 

Trading in global financial markets for the week was largely influenced by the economic data releases from the US and Europe as 

well as the developments over the crisis in Ukraine. For the week ahead, we expect equity markets to continue to take its cue on 

the ongoing geopolitical tensions in Ukraine as well as the economic data releases. The S&P and Dow Jones may rebound as 

companies look to window-dress as the quarter-end closes. Meanwhile, US Treasury prices may fall as market players would take 

the chance to book profits from this week’s gains. For the US dollar, we expect strengthening against its currency counterparts 

especially if the geopolitical tensions in Eastern Europe would further escalate, thus enticing market players to flock to safe haven 

assets. Upcoming US economic indicators include non-farm payrolls, unemployment rate, consumer confidence, personal income 

and initial jobless claims.  

 

 

  

Currencies 

21-Mar 28-Mar % Change

USD/PHP 45.290 44.880 0.91%

EUR/USD 1.3794 1.3719 -0.54%

GBP/USD 1.6486 1.6613 0.77%

USD/JPY 102.25 102.29 -0.04%

AUD/USD 0.9081 0.9266 2.04%

USD/CHF 0.8829 0.8886 -0.64%

EUR/CHF 1.21757 1.21916 -0.13%

EUR/JPY 141.04 140.34 0.50%
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Philippine Financial Markets 

 

Local equities ended marginally higher as quarter-end window-dressing activities countered risk-off sentiment arising 
from escalating tensions in Ukraine and Russia. Meanwhile on the local front, the Monetary Board meeting last Thursday 
was the central event this week. Expectations of a rate hike sent prices of local government securities and financial shares 
lower, while the peso benefitted.   
 
Local Equities 
    

The local equities market tracked global weakness at the start of the week as US 
manufacturing data came out lower-than-expected and amid escalating tensions 
in Russia as sanctions against the former was imposed by the West.  In the local 
front, the Bangko Sentral ng Pilipinas (BSP) maintained policy and SDA rates but 
hiked its reserve requirement ratio to 19%.  The stock market reacted negatively 
to the central bank’s move causing the PSEi to trade lower on Friday morning but 
the index was able to bounce back in the afternoon session on the back of the 
quarter-end window dressing.  Week-on-week, the index gained 20.36 points, or 
+0.32%, to close at 6359.62. For the week, foreign investors were net buyers at 
Php6.08 billion.  

 
Conglomerate 

 JG Summit Holdings, Inc. reported a decline in net income of 25.5% to Php10.10 billion in 2013 from Php13.55 billion 
a year ago. Losses from translation of foreign currency transactions amounted to Php4.1 billion, significantly higher 
than the Php1.4 billion recorded in 2012. Excluding foreign exchange losses, the company’s consolidated core net 
income attributable to controlling shareholders jumped 22% to Php13.41 billion from Php10.99 billion on the back of 
higher revenues. 
 

 DMCI Holdings, Inc. has recently acquired a 40% stake of  D&A Income Ltd. in ENK Plc., a London-based company 
which has interests in nickel mining projects in the country, for a purchase price of GBP42.03 million. This transaction 
will effectively bring DMCI's total stake to 100%. Currently, ENK Plc. has two adjacent nickel-cobalt project in 
Zambales. 
 

 GT Capital Holdings, Inc. has strengthened its footprint in the auto industry by acquiring a significant stake in Toyota 
Cubao, Inc. for a total of Php311.50 million. This move is part of its consolidation efforts as it prepares for the 
motorization phase of the Philippine economy. Earlier this month, the company has completed its acquisition of 60% 
of the outstanding capital stock of another Toyota dealership in the country, Toyota Manila Bay Corp. (TMBC). Mitsui 
& Co. Ltd. of Japan owns the remaining 40% of TMBC. 
 

 SM Investments Corp. (SMIC) stated that it is anticipating an accelerated improvement in profits this year. According 
to SM Prime Holdings, Inc. President Hans T. Sy, this will be propelled by the strong economy, more shopping mall 
visitors and the integration of entertainment businesses. He added that SM Prime Holdings, Inc. is expected to have 
another good year. SM Prime is spending US$1.5 billion this year and another US$1.9 billion in 2015 to increase its 
land bank, construct more shopping malls and launch more office space. 
 

 This year, Metro Pacific Investments Corp.’s healthcare group is looking to increase its portfolio by acquiring as many 
as four hospitals. President and CEO of MPIC’s healthcare group Augusto P. Palisoc, Jr. stated that the firm is also 
improving its business model through new healthcare delivery such as mall-based clinics and tele-health. They are 
also continuing to communicate with hospital owners all over the country to see where their next investments should 
go, according to Mr. Palisoc. The healthcare arm of MPIC has set aside up to Php4 billion for its capital expenditures 
this year. 
 

Financials 

 BDO Unibank, Inc. has completed its acquisition of Citibank Savings, Inc. (CSI). CSI has 10 branches in the country, 
strengthening BDO’s market reach, which currently has 814 branches and over 2,200 ATMs nationwide. The recently 
acquired firm will become BDO’s thrift banking arm and will be renamed Banco De Oro Savings Bank, Inc. 

21-Mar 28-Mar % Change

PSEi 6,339.26 6,359.62 0.32%

Philippine  Stock Exchange  Index
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Consumer 

 Lucio Co–led Puregold Price Club, Inc. (PGOLD) will merge its recently acquired supermarket chain, Company E, into 
its core operations to improve the firm’s inventory and cash management, and to simplify reporting to government 
agencies. Moreover, PGOLD is still looking to acquire small supermarket operators in the next two years and plans to 
build 25 new branches within the year in anticipation of stiff competition from the bigger players in the industry. 

 

Property 

 Century Properties Group, Inc. has recently opened the Century City Mall, its flagship retail development which is 
seen to draw roughly Php100 million in annual income for the firm. Century Properties co-chief operating officer Jose 
Marco Antonio stated that the mall targets the AB market which allows them to secure additional yearly revenues of 
Php250 million. He added that the property company might be able to triple the recurring income component just from 
Century City, emphasizing the fact that that recurring income from the office and commercial segment will account for 
15% of total earnings in the medium term from the current 3%. Moreover, Century Properties will launch at least 
Php17 billion worth of new projects this year while completing the construction of existing developments. 

 
Mining & Oil 

 Petron Corp. reported that its consolidated net income registered at Php5.1 billion, nearly three times higher than the 
Php1.78 billion posted in 2012. Earnings were mainly boosted by a 10% growth in sales volume to 81.5 million barrels 
last year from 74.3 million in 2012 which can be attributed to full consolidation of Petron Malaysia last year versus nine 
months the previous year. Moreover, revenues climbed by 9% to Php463.6 billion from Php424.8 billion. The company 
also stated that it kept market dominance with roughly 37% share which was supported by the ongoing network 
expansion. 
 

Power 

 Manila Electric Co. (Meralco) completed five major projects to improve electricity distribution service to customers. 
According to Meralco senior executive vice-president and head of networks Ricardo V. Buencamino, the company 
was able to complete two major electric capital projects in November and three in December. Among these projects, 
which Mr. Buencamino mentioned, is the uprating of the Balibago-Canlubang 115-kilovolt (kV) line. He said that this 
will increase the line capacity and system reliability in Sta. Rosa, Cabuyao and Calamba in Laguna. Another project to 
be noted is the commissioning of a 115-kV line within First Philippine Industrial Park (FPIP) which was completed on 
November 30. The new line would serve as additional source to FPIP’s substation and now benefits major customers 
such as Philip Morris, Honda, Canon and Nestlé. 

 
 
 
Philippine Bond Market  
 
Prices of local government securities plunged on mounting concerns of rising 
global and local interest rates, following hints of monetary policy tightening 
actions from the Fed and the BSP. Leading to the Monetary Board meeting on 
Thursday, market players remained on the sidelines awaiting the outcome. 
Most of the players were already pricing a 25 basis point hike in either the 
BSP’s special deposit account or overnight borrowing rate. However, the BSP 
kept both rates unchanged and instead used the reserve requirement ratio to 
signal tightening. On average, yields of local government securities rose by 16 
basis points across the curve, with short-end of the curve increasing by 27 
basis points. The belly, likewise, climbed by 22 basis points on supply risks 
following the announcement of the Bureau of the Treasury (BTr) regarding its 
plan to offer medium-tenored bonds in the second quarter. 
 
Philippine Peso 
 
The local currency recovered from the previous week’s slump, reaching a low 
of Php44.920 last Thursday. The BSP’s recent rhetoric has shifted, 
suggesting that a monetary policy tightening which is initially expected to take 
place in 3Q, may come as early as in the March 2014 Monetary Board meeting. This anticipated spread widening enticed investors 

T enor 21-Mar 28-Mar  Change

1m 1.55 1.81 26

3m 1.45 1.71 26

6m 1.65 2.06 41

1y 2.30 2.44 14

2y 2.54 3.09 55

3y 3.14 3.33 19

4y 3.38 3.66 29

5y 3.61 3.75 14

7y 3.94 3.89 -5

10y 4.57 4.47 -10

20y 5.47 5.52 5

25y 5.91 5.69 -22

Average 16

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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to buy the currency. However, corporations covering for their quarter-end dollar demand countered these gains. Week-on-week, the 
local currency gained 41 centavos to close at 44.880. 
 
Last Thursday, the Bangko Sentral ng Pilipinas (BSP) officials kept benchmark interest rate unchanged 3.5%, which was in line with 

market consensus. Likewise, the Special Deposit Account rate was unchanged at 2.0%.The monetary board, however, decided to 

raise the reserve requirement ratio by 1 percentage point. Moreover, the central bank has downgraded inflation forecast for 2014 

and 2015 at 4.2% from 4.3% and 3.2% from 3.3%, respectively. 

 

The government registered a budget deficit of Php34.22 billion in January. Revenue was recorded at Php148.82 billion, 7.6% higher 

than the previous year’s level of Php138 billion. Meanwhile, expenditures reported a higher growth of 15.92% to Php183.0 bill ion.  

Compared to the prior month’s level, both revenues and disbursements were lower by 0.93% and 9.76%, respectively. 

 

The International Monetary Fund has upwardly revised its growth forecast for the Philippines to 6.5% as the post-Yolanda 

reconstruction efforts support the economic expansion. The new projection is higher than the 6.3% forecast in January and falls 

within the government’s target of 6.5-7.5%. Meanwhile, economic expansion will be sustained in 2015 at around 6.5% but is 

expected to ease the following year to 6%. 

 

Fitch ratings upheld the country’s investment grade rating of BBB- and maintained a stable outlook. This came after its recent visit 

to the Philippines earlier this year. Stable government finances, strong economic growth, manageable inflation, and healthy external 

balance sheet were among the reasons cited for the move. The credit rating agency noted that these gains should be sustained in 

order to secure a positive rating action. 

 

According to data released by the Philippine Statistics Authority, the amount of goods shipped to the country for the month of 

January reached US$5.757 billion, or 21.8% higher year-on-year. This was the fastest rate of imports since March 2011. Taken 

together with exports of US$4.382 billion, the country’s balance of trade registered a deficit of US$1.376 billion for the month of 

January. Bulk of the imports bill was electronics products (22%) and mineral fuels, lubricants and related materials (21%). China 

was the top source of imports at 15% with a value of US$844.04 million. 

 

According to the Bangko Sentral ng Pilipinas (BSP), the country’s current account registered a US$9.5 billion surplus in 2013 or 

35.6% higher than the US$6.9 billion recorded in 2012. The higher surplus was buoyed by the 10.4% increase in the services 

account surplus to US$6.8 billion due to higher net receipts from Business Process Outsourcing (BPO) firms. The 7.3% growth in 

remittances of non-resident overseas Filipino workers to US$19.3 billion also supported the surplus expansion. Meanwhile, the 

financial account posted a net outflow of US$635 million last year, a turn-around of the net inflow of US$6.7 billion in 2012. 

 

The Board of Investments (BoI) reported that investment approvals soared by 139.6% year-on-year to Php22.5 billion in February. 

This brought the two month tally of approvals in 2014 to Php30.24 billion, which was lower than the Php96.83 billion posted in the 

same period last year. Broken down, investments from abroad amounted to Php572.73 million in February, or 5% higher year-on-

year while investments from domestic sources surged by 148% to Php21.93 billion. 
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The week ahead (Mar 31 – Apr 4) 

 
We expect the local equities market to trade slightly lower next week on continued concern in rising interest rates.  Investors will be 
closely watching for the March inflation figure to be released on April 4.  Market expectation for inflation is at 4.1%, unchanged from 
the February print.  Any figure greater than 4.1% will surely affect the market negatively as this will entice the central bank to hike its 
policy rate in the coming months. Any increase in interest rates will be negative for equities as it will hamper growth. Trading range 
is expected from 6,260 to 6,360. 

 

It remains to be seen how the recent decision of raising the reserve requirement ratio would address the rising liquidity in the 
system and how responsive will the local interest rates to these changes. During the press briefing, one thing is clear: the monetary 
tightening cycle has just begun. We do see, however, that this will be gradual subject to the forward guidance and tightening actions 
in the US. All told, the tightening would continue to hurt bond prices. And with respect to the local currency, we still hold a bias for a 
weaker peso moving forward as investors continue to flock to the US dollar. However, the country’s healthy external balance sheet 
will temper excessive movements in the currency.     


