
 

April 7, 2014 

Global Financial Markets 
 
Global equities markets rallied amid supportive comments from central banks across the world. Meanwhile, US Treasury 
prices were lower as strong economic data releases prompted investors to take risk-on sentiment. The euro weakened 
against the US dollar after ECB President Mario Draghi affirmed that interest rates would be kept low for an extended 
period of time. 
 
Global Equities 
 

Global equities markets rallied for the 
week, boosted by indications of 
continued monetary policy support 
from central banks across the globe. 
Optimism was also buoyed by largely 
improving US economic data points 
as the effects of the recent harsh 
winter weather died down.  

In the US, Janet Yellen stated last 
Monday that the central bank has not 
yet done enough to battle 
unemployment, despite having held 
interest rates near zero for over five 
years, and bloating its balance sheet 
to US$4.23 trillion in bond purchases. 
She further emphasized their goal to 
put 10.5 million unemployed 
Americans back to work, and that 
extraordinary commitment would still 
be needed moving forward. Her 
statements eased the fear of some 
investors that rates would be hiked 
sooner rather than later.  

Over in the Euro-zone, concerns of 
falling inflation, as evidenced by 
recently released data, spurred the 
European Central Bank to consider 
unconventional measures to combat 
deflationary risks. 

Mid-week, reports also showed that the Chinese government intends to introduce more spending to boost growth. China's State 
Council, the government's executive body, unveiled Wednesday a plan to prop up spending for railways, to upgrade housing for 
low-income households, and to introduce tax relief for struggling small businesses. China had previously included these measures 
in its economic work plan for 2014 but had not before put them together in a package aimed at boosting gross domestic product. 

The MSCI World index gained 1.94% week-on-week, led by the Asia-Pacific ex-Japan region which rose 2.45% and the MSCI 
European region, which climbed 1.75%. The Dow Jones Industrial Average index and the S&P500 index also gained 1.90% and 
2.26%, respectively.  

Economic data releases for the week were mostly positive for the US as effects of the adverse winter weather gradually ebbed. This 

was peppered with news of weak inflation figures from the European region, which fuelled concerns of deflationary risk.  

 For the month of February, consumer spending in the US, which accounts for nearly 70% of the country’s gross 
domestic product, rose by 0.3% following January’s downwardly revised 0.2% increase. The figure was also in line 
with the market consensus estimate and was a result of improved salaries and job prospects. 

 For the month of March, the Institute for Supply Management’s manufacturing purchasing managers’ index inched 
higher to 53.7, slightly lower than the market estimate of 54.0, from February’s 53.2. The improvement from the prior 
month was expected given the easing adverse weather conditions. Leading the gain was the output index, which 
jumped to 55.9 from 48.2, and represented the largest month-over-month increase in production since June 2009.  

 For the month of March, the Institute for Supply Management’s non-manufacturing purchasing managers’ index (PMI) 
rose to 53.1, slightly lower than the market estimate of 53.5 but higher than February’s 51.6. According to Anthony 
Nieves, who oversees the survey, the index held steady despite missing expectations, and respondents projected 
better business activity and economic conditions as weather conditions gradually improve. The employment index 

27-Mar-14 03-Apr-14 % Change

MSCI World 1,653.12 1,685.14 1.94%

MSCI Europe 112.81 114.78 1.75%

MSCI Asia-Pacific ex-Japan 463.40 474.74 2.45%

Dow Jones Industrial Average 16,264.23 16,573.00 1.90%

S&P 500 1,849.04 1,890.90 2.26%
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bounced back to 53.6, following a plunge to 47.5 in February, the largest monthly increase since the survey began in 
January 1998. Hiring among non-manufacturers was seen as positive news ahead of tonight’s March payrolls report.  

 According to data compiled by Automatic Data Processing, Inc. and forecasting firm Moody’s Analytics, private 
employers added 191,000 jobs in March, slightly lower than the market estimate of 195,000, but still a vast 
improvement from February’s upwardly revised 178,000. The report stated that job gains as of March were now 
consistent with the case prior to the brutal winter. 

 The number of Americans filing for unemployment benefits rose last week by 16,000 to a seasonally adjusted 
326,000. Market estimate was for the figure to fall to 319,000. Meanwhile, the four-week moving average of claims 
rose slightly to 319,500.  

 US factory orders rose 1.6% in February, breezing past the market estimate of a 1.2% gain, following January’s 
downwardly revised 1.0%, and December’s -2.0%. The larger increase was due to a significant rebound in orders for 
transportation equipment, which surged 7.0% from the 6.2% decline last January. Not including orders for 
transportation equipment, factory orders were still up 0.7% after slipping back 0.1% in the prior two months. 

 Inflation in the Euro-zone rose by just 0.5% year-on-year in March following February’s 0.7% gain. It was also lower 
than the market estimate of 0.6%, and was the sixth straight month of inflation below 1%. Leading the decline in the 
index were energy prices, which fell 2.1% in March, while food, alcohol and tobacco prices rose 1% following 
February’s 1.5% increase. Services costs were also up by 1.1% following a 1.3% increase. Nevertheless, core 
inflation, which strips out the volatile food and energy costs, was in line with expectation at 0.8%. 

 Industrial producer prices in the Euro-zone declined at an annual pace of 1.7% last February, the fastest decline since 
end-2009. Not including the more volatile energy category, core prices dropped 0.5%. On a monthly basis, overall 
producer prices dipper 0.2% month-on-month. 

 According to the Organization for Economic Cooperation and Development (OECD) consumer prices in its 34 member 
nations fell to 1.4% in February from January’s 1.7%. Inflation in the G20 leading industrial and developing nations 
likewise dropped, posting a third consecutive monthly decline, to 2.3% from 2.6%. The downtrend was due to lower 
energy prices, as the core rate of inflation remained unchanged at 1.6%.  
 
 

Global Bonds 
 

US Treasury prices started off the week strong, buoyed by Fed Chair 

Janet Yellen’s statement that the central bank’s accommodative policies 

would still be needed for “some time”, given the “considerable slack” in 

labor markets. However, gains were pared as an overall risk-on sentiment 

was adopted amid strong US economic data releases, which boosted 

speculation that the Fed could continue to pursue stimulus cuts and 

tighten monetary policy. 

 

Week-on-week, the 10-year benchmark yield rose 11.62 basis points to 

2.797%.  
 

 

Currencies  

The greenback continued to strengthen against most of its currency peers 
as stronger economic data flows out of the US affirmed that the recent 
weakness was a weather-related anomaly, indicating that recovery was 
well underway. Meanwhile, the euro experienced downward pressure 
amid weak inflation data from the region, especially after ECB President 
Mario Draghi stated that central bank was open to more policy easing and 
using unconventional measures, should the need arise, to combat 
deflation. He added that quantitative easing was one of the methods 
discussed, and that interest rates would remain at current or lower levels 
for an extended period. Prior to Mr. Draghi’s news conference, the ECB 
held its key lending rate at 0.25% as expected. Week-on-week, the US 
dollar gained 0.23% against the euro and 1.03% against the Japanese 
yen. 

 

 

 

US Treasury Yield Curve

Tenor 27-Mar 3-Apr  +/- bps

3m 0.030 0.015 -1.52

6m 0.061 0.046 -1.53

2y 0.446 0.454 0.83

5y 1.715 1.796 8.10

10y 2.681 2.797 11.62

30y 3.527 3.629 10.20

Currencies 

28-Mar 4-Apr % Change

USD/PHP 44.880 44.940 -0.13%

EUR/USD 1.3752 1.3721 -0.23%

GBP/USD 1.6638 1.6595 -0.26%

USD/JPY 102.83 103.90 -1.03%

AUD/USD 0.9247 0.9232 -0.16%

USD/CHF 0.8868 0.8909 -0.46%

EUR/CHF 1.21944 1.22243 -0.24%

EUR/JPY 141.4 142.56 -0.81%
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The week ahead (Apr 07 – Apr 11) 

 

This week’s pervading theme was support from major central banks around the world. For the week ahead, we expect equities 

markets to consolidate the significant gains made over the past few days, though the rally could be extended if the US non-farm 

payrolls figure exceeds expectations. Consensus estimate is for the figure to register a 200,000 increase, compared to the 

February’s 175,000. Meanwhile, US Treasury yields may experience further upward pressure as the US economy continues to 

emerge from its weather-driven weakness. The bias for the US dollar is to strengthen further, given improvement in economic data. 

Next week, aside from the US unemployment and payrolls report, we’re looking at consumer sentiment and the US import price 

index.  
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28-Mar 4-Apr % Change

PSEi 6,359.62 6,561.20 3.17%

Philippine  Stock Exchange  Index

Philippine Financial Markets 

Local equities continued to rise on a weekly basis due to the quarter-end window dressing coupled with dovish statement 
by US Fed Chair Janet Yellen and positive manufacturing data. Prices of local government securities ended higher as 
buying-interest was observed. Meanwhile, the peso lost ground as market players stayed on the sidelines ahead of the US 
non-farm payrolls report. 
 
Local Equities  
    

The local equities market rallied driven by quarter-end window dressing at the 
start of the week and sustained by dovish comments from Fed Chair Janet 
Yellen. She said “considerable slack” in labor market is evidence that 
unprecedented accommodation will be needed for “some time”. The positive 
comment from Yellen was followed by improving manufacturing data in the US 
for the month of March, which came out at 53.7 versus the previous figure of 
53.2. The positive global outlook and the better-than-expected inflation figure in 
the domestic front contributed to the week’s run-up.  Week-on-week, the index 
gained 201.58 points, or +3.17%, to close at 6,561.20. For the week, foreign 
investors were net buyers at Php4.63 billion.   

 
Financials 

 EastWest Banking Corp. (EastWest Bank) recently secured approval from the Bangko Sentral ng Pilipinas (BSP) for 
its planned merger with Green Bank (A Rural Bank). EastWest Bank recently acquired Butuan-based Green Bank in 
2011 for Php175 million, which marks the former’s entry to microfinance. Last November, the Philippine Deposit 
Insurance Corp. (PDIC) approved the merger. The bank is now awaiting the remaining clearance or approval of the 
Securities and Exchange Commission. 

 
Consumer  

 In a disclosure to the Philippine Stock Exchange, Gokongwei-led, Universal Robina Corp. (URC) has inked a joint 
venture agreement with Calbee Inc., Japan’s largest snack food company. The joint venture is looking to boost Calbee 
Inc.’s products sales and expand its market presence in the Philippines. Moreover, the joint venture company will have 
an initial capital worth Php654 million and is expected to generate annual net sales of around Php2 billion by 2020. 
 

 

Property 

 Property giant Ayala Land, Inc. recently announced the nomination of current executive vice president and chief 
operating officer Bernard Vincent Dy as president and chief executive officer, as a successor to Antonino T. Aquino. 
According to the firm, Mr. Aquino will continue to serve as director and member of the executive committee of the 
board. Submission to and confirmation by the board will be during its organizational meeting, which will take place 
after the stockholders’ meeting scheduled on April 7. 

 
Utilities 

 The country’s largest telecom company, Philippine Long Distance Telephone Co. (TEL), has beefed up its ownership 
in the STAR group of Publications after the firm bought another 40% stake, making its overall ownership close to 60%. 
The transaction also includes the publication’s tabloid, printing and internet company. However, the deal is not yet 
final as the purchase agreement is yet to be signed, but both parties are expecting the deal to be finalized within the 
week. 
 

Power 

 Manila Electric Co. (Meralco) is anticipating an increase in its generation charge in April due to the spike in spot 
prices. The power company was not able to point out any estimate on the April generation charge. Meralco’s head of 
utility economics Larry Fernandez noted an increase in demand from February to March of 100 megawatts with the 
outages of some large power plants. He added that there was upward pressure on spot market prices in March which 
may affect generation in April. 
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Philippine Bond Market  
 
 
Prices of local government securities rose for the week mostly on buying-
interest. Light trading was seen in succeeding days as market players 
remained on the sidelines ahead of the local inflation print as well as the US 
non-farm payrolls. On average, yields of local government securities fell by 
11 basis points across the curve led by the belly which dropped by 13.7 
basis points. Likewise, the short- and long-ends of the curve declined by 
12.9 and 3.2 basis points, respectively.  
 
 
Philippine Peso 
 
The local currency strengthened at the start of the week mostly on bets that 
China will take measures to boost its economy. The Philippine peso gained 
even more as risk-on sentiment was adopted following US Fed Chair Janet 
Yellen’s dovish statement about needing the accommodative monetary 
policy for some time due to the considerable slack observed in the labor 
market. However, towards the end of the week, the Philippine peso lost 
earlier gains market players erred on the side of caution ahead of the 
release of US nonfarm payrolls data. Week-on-week, the local currency gave back 6 centavos to close at 44.940. 
 
 

According to the Bangko Sentral ng Pilipinas (BSP), domestic liquidity or M3 soared by 36.4% to Php6.928 trillion in February. This 

was somewhat slower than the revised January figure of 37.3%. The central bank stated that the money supply continued to 

expand due to the sustained demand for credit in the domestic economy. The BSP added that the strong print in February largely 

reflected the broad decline in SDA (special deposit account) placements of trust entities compared to their levels last year. 

 

According to the Bangko Sentral ng Pilipinas (BSP), consumer sentiment, as measured by the central bank's latest Consumer 

Expectations Survey Consumer Index, resulted to -18.8% for the first quarter which is an improvement from the previous quarter's -

21.3%. The director of the BSP's Department of Economic Statistics Rosabel B. Guerrero stated that the result indicated that 

pessimists continued to outnumber the optimists but the number of households with an optimistic outlook increased. She added that 

the respondents attributed their favorable outlook on the following factors: availability of more jobs, increase in the number of 

employed family members, more investment prospects, higher income, stronger business activity, and good harvests. 

 

The Bureau of Internal Revenue’s (BIR) collections rose at a slower pace in February, climbing by 5.18% to Php78.38 billion. The 

figure missed the Php87.32 billion goal for the month. Of the total tax collections, those from BIR operations totaled Php76.11 

billion, or 5.1% higher year-on-year. Meanwhile, collections from non-BIR operations registered Php2.26 billion, up by 7.83% from 

February last year. 

 

According to the Department of Budget and Management (DBM), infrastructure spending rose by 45% year-on-year to Php23.8 

billion in January this year from Php16.4 billion in the same period in 2013. The increase was mainly due to the disbursements for 

the reconstruction and rehabilitation efforts in areas affected by super typhoon Yolanda. Likewise, various projects of the 

Department of Public Works and Highways, Department of Transportation and Communications and the Department of Health 

contributed to the rise in infrastructure spending. 

    

T enor 28-Mar 4-Apr  Change

1m 1.81 1.63 -18

3m 1.71 1.64 -7

6m 2.06 1.97 -9

1y 2.44 2.27 -17

2y 3.09 2.74 -35

3y 3.33 3.22 -11

4y 3.66 3.52 -14

5y 3.75 3.73 -2

7y 3.89 3.83 -6

10y 4.47 4.42 -5

20y 5.52 5.38 -14

25y 5.69 5.79 9

Average -11

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (Apr 7 – Apr 11) 

 
We expect the local equities market to consolidate next week after the recent rally brought about by the quarter-end window 
dressing.  We should see investors taking profits in issues that have run-up quite substantially at the end of the month.  The recent 
all-time highs in the US equity markets also suggest that they are already due for a correction.  Should the global markets correct, 
we see our local market joining the decline. For the week, we expect the index to trade from 6,360 to 6,570.     

 

On the local fixed income market, we expect yields to move sideways with a slight downward bias as market players turn their focus 
to the US non-farm payrolls figure. A better-than-expected outcome for the jobs data could cause upward pressure for local bond 
yields. Moreover, we expect market players to be on the sidelines, as they await the results of the Treasury Bill auction on April 10. 
Meanwhile, on the local currencies market, we are holding a bias for a weaker peso for the week as the forthcoming release of the 
non-farm payrolls report is expected to come out better-than-expected, which is going to boost the dollar. However, market-players 
are expected to monitor off-shore developments other than the US, especially China. If any news relating China’s plan of providing 
additional stimulus emerges, we might see regional currency strengthening. 

 

 

  

 


