
 

April 14, 2014 

Global Financial Markets 
 
Global equities markets were mostly lower for the week as market players sought to book profits from the prior week’s 
run-up. However, Asian markets bucked the trend, gaining as investors cheered on the introduction of a trial that will allow 
cross-border investments between China and Hong Kong. Meanwhile, US Treasury prices rose amid dovish comments 
from the Fed, which boosted demand during the week’s bond auctions. The US dollar weakened against most of its major 
currency counterparts for the same reason.  

 
Global Equities 
 

Most global equities markets 
declined for the week, mostly on 
profit-taking as investors sought to 
cash in gains from the previous 
week’s run-up. A brief rally mid-
week on dovish comments from 
the US Federal Reserve’s latest 
Federal Open Market Committee 
(FOMC) meeting minutes was 
ultimately countered by weak 
trade data from China.  

Minutes of the latest FOMC 
meeting showed that Fed officials 
felt markets understood the old 
guidance and were reluctant to 
change it, but eventually 
concluded that the March meeting 
was a timely moment to make the 
change. The change was deemed 
necessary, especially since the 
unemployment rate fell towards 
the central bank’s threshold of 
6.5%. Policy makers agreed that 
the Fed should shift to a weaker 
form of guidance rather than trying 
to substitute a new threshold 
based on the unemployment rate, 
or some other specific target. 
Furthermore, the minutes 
emphasized that officials did not 
intend to shift expectations 
regarding the timing of an initial increase in interest rates, but noted that they anticipated the confusion which resulted from the 
central bank’s somewhat contradictory pronouncements after the meeting.  

Bucking the trend were Asian markets, which ended Thursday with a strong rally as investors welcomed the introduction of a tr ial 
that will allow cross-border investments between China and Hong Kong. Investors believed that the long-anticipated move will prop 
up the depressed Shanghai market. The cross-market plan also overshadowed downbeat export numbers in China. Reports 
showed that exports fell by 6.6% year-on-year in March, missing consensus forecast of a 4.2% gain though better than the 18.1% 
fall seen in February.  

 

Week-on-week, the MSCI World index lost 1.72% as the European region declined 1.05%. Meanwhile, the Asia-Pacific ex-Japan 
region rose 2.38% points. The Dow Jones Industrial Average index and the S&P500 index declined by 0.82% and 0.88%, 
respectively.  

Economic data releases for the week were mostly positive for the US as effects of the adverse winter weather continued to ebb.  

 For the month of March, US non-farm payrolls rose by 192,000, lower than the market estimate of 200,000, February’s 
upwardly revised 188,000 gain. This brought the job count to 116.1 million, beating the 2008-high of 116 million. Hiring 
the most for the month were retailers, builders and health-care providers as the economy shook off the effects of the 
harsh winter weather. Meanwhile, the jobless rate held steady at 6.7%.  The labor participation rate, which accounts 
for the share of working-age people with a job, or looking for one, rose to 63.2% from 63% in the prior month. 

03-Apr-14 10-Apr-14 % Change

MSCI World 1,685.14 1,656.09 -1.72%

MSCI Europe 114.78 113.58 -1.05%

MSCI Asia-Pacific ex-Japan 474.74 486.06 2.38%

Dow Jones Industrial Average 16,572.55 16,437.18 -0.82%

S&P 500 1,888.77 1,872.18 -0.88%

Global Equity Performance
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 According to the Conference Board, its employment trends index for the month of March rose to 117.52 from 
February’s upwardly revised 117.01. On an annual basis, the index rose 5.1%. Gad Levanon, director of 
macroeconomic research at the board, stated that the increase in the index signaled job growth in the coming months. 
The biggest positives were jobless claims and industrial production. 

 Last February, total consumer credit in the US climbed by 6.4% year-on-year, up US$16.489 billion, higher than the 
market estimate of US$14.0 billion, to US$3.129 trillion. Outstanding revolving credit, which includes credit-card debt, 
dropped US$2.42 billion on a monthly basis, down 3.4% month-on-month. Total outstanding consumer credit likewise 
rose 5.6% year-on-year. 

 Industrial output in Germany rose by 0.4% month-on-month in February, faster than the market estimate of +0.2%. 
The improvement follows the unexpectedly strong manufacturing orders in the same month.  

 Wholesale inventories in the U.S. increased by 0.5% , matching the market estimate, following January’s upwardly 
revised 0.8% gain. Not including automobiles, wholesale stocks rose 0.5%. Sales at wholesalers likewise recovered 
by 0.8%, following January’s 1.8% decline. Given this sales pace, it would take 1.19 months to deplete stocks.  

 US unemployment claims fell to by 32,000 last week to a seasonally adjusted 300,000, the lowest level in seven 
years. The figure was also lower than the market estimate of 320,000, and was the largest decline in jobless claims 
since late 2012. The less-volatile four-week moving average of claims likewise dropped by 4,750 to 316,250, the 
lowest since September, and continuing claims fell by 62,000 to 2,776,000 compared to the market estimate of 
2,835,000. 

 US import prices posted the sharpest two-month gain in over two years amid a spike in food and natural gas costs. 
For the month of March, import prices rose 0.6% month-on-month, outpacing the market estimate of +0.2%, and 
following February’s 0.9% gain. On an annual basis however, import prices fell 0.6%. Foreign food costs jumped 3.7% 
month-on-month, the largest gain in three years, and 4.9% year-on-year, while natural gas prices leapt 21.7%, though 
this could be due to heightened demand on the back of harsh winter weather. Prices of other imported goods 
remained stable. 

 For the first six months of the fiscal year (ending March), the US budget deficit narrowed 31% year-on-year to 
US$413.26 billion. Federal revenue was up by 10% to US$1.321 trillion, while spending fell 4% to US$1.734 trillion. 
For March alone, the deficit was at US$36.89 billion, compared to the market estimate of a US$36 billion deficit. This 
was the lowest deficit since 2000. 
 
 
 

Global Bonds 
 

US Treasury prices were up for the week, buoyed by the dovish tone of 

the latest FOMC meeting minutes. This, in turn, soothed fears of an 

earlier-than-anticipated rate hike from the Fed, boosting demand during 

the Treasury Department’s bond auctions for the week.  

 

Thursday’s US$13 billion 30-year bond auction likewise drew robust 

demand as US investment firms bid at the highest level since November. 

The bonds were sold at a yield of 3.525%, the lowest since June of last 

year. Bid-to-cover ratio was at 2.52x, compared with the average of 2.36x 

for the past 10 bond auctions. 

 

Week-on-week, the 10-year benchmark yield fell 14.98 basis points to 2.647%.  
 

 

 

Currencies  

The greenback weakened against most of its major currency counterparts 
as investors reacted to the release of the latest FOMC meeting minutes, 
which implied that the first interest rate hike was quite far off and very 
much data dependent still. Statements from the European Central Bank 
representatives which suggested that the Quantitative Easing discussed 
last week is still a far off option at the moment, further strengthened the 
euro. Week-on-week, the greenback lost 1.39% against the shared 
currency and 1.54% against the Japanese yen. 

 

 

US Treasury Yield Curve

Tenor 3-Apr 10-Apr  +/- bps

3m 0.015 0.030 1.52

6m 0.046 0.046 0.00

2y 0.454 0.351 -10.29

5y 1.796 1.591 -20.55

10y 2.797 2.647 -14.98

30y 3.629 3.519 -10.97

Currencies 

4-Apr 11-Apr % Change

USD/PHP 44.940 44.280 1.49%

EUR/USD 1.3705 1.3895 1.39%

GBP/USD 1.6575 1.6776 1.21%

USD/JPY 103.29 101.72 1.54%

AUD/USD 0.9292 0.9390 1.05%

USD/CHF 0.8921 0.8756 1.88%

EUR/CHF 1.22271 1.21674 0.49%

EUR/JPY 141.54 141.34 0.14%
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The week ahead (Apr 07 – Apr 11) 

 

This week, market drivers mainly were the release of the latest FOMC meeting minutes and trade figures from China. For the week 

ahead, we expect global equities markets to trade with an upward bias on bargain-hunting as market players continue to await 

economic releases from the world’s largest economy. Volumes may thin out as most markets will be experience a shortened trading 

week. Meanwhile, US Treasury yields could move higher and the US dollar may appreciate against its peers should there be better-

than-expected data releases, which support the case for more hawkish moves from the Federal Reserve. US inflation is due for 

release on Tuesday, and a higher figure could be supportive for an earlier rate hike. Other economic data to be released next  week 

include housing and industrial production numbers. 

  

 



 

April 14, 2014 

 

Philippine Financial Markets 

Local equities ended marginally higher for the week buoyed by the dovish statements from the Fed as revealed in the 
latest FOMC meeting minutes. The Fed’s dovish tone coupled with strong Philippine exports data, also propelled the peso 
to appreciate against the greenback. Meanwhile, prices of local government securities fell as market players cashed in on 
gains following previous week’s rally. 
 
Local Equities  
    

The local equities market started strong as the Fed indicated a more dovish 
tone, but consolidated at the latter part of the week, tracking global equities, as 
technology stocks were sold down due to premium valuations.  The Nasdaq, a 
composite index, tilted towards technology and internet-related stocks, was 
most affected as it trades at 35x reported earnings, more than twice than S&P 
500’s 17x. Sentiment in the region was also affected by the parliamentary 
results from Indonesia where Joko Widodo’s party, PDI-P, failed to win enough 
support to run for presidency without forming a coalition. Week-on-week, the 
index gained 35.76 points, or + 0.55%, to close at 6,596.96. For the week, 
foreign investors were net buyers at Php2.76 billion.   

 
 

Consumer  

 Lucio Co-led Puregold Price Club, Inc. is looking to finance its planned Php3 billion capital expenditure this year using 
internal funds, but has stated that it is ready to borrow should the need arise. The amount is lower than last year’s 
Php4 billion in capital expenditures. The firm looks to open 25 new stores in 2014, and may need more than Php3 
billion should they exceed that number. However, a company official stated that using internally generate funds 
remains a primary option. 
 

Property 

 Megaworld Corp. said that its capital spending for its township project in Cebu, the Mactan Newtown project, would 
reach Php30 billion in the next 5-7 years.  Megaworld Cebu Properties President Noli D. Hernandez said that the 
project would allow residents, workers, retail partners and customers to enjoy and take advantage of the beach-
themed lifestyle. Moreover, the company is expected to build five hotels in the township which include two beachfront 
hotels overlooking the Hilutungan Channel. 
 

 Ayala Land Inc. (ALI) is allocating roughly Php80 billion for its newest integrated mixed-use project in Metro Manila. 
According to the Vice-President of ALI’s Strategic Landbank Management Group Aniceto V. Bisnar Jr., the project 
pertains to the five-year development of the 74-hectare Arca South in Taguig. Arca South has a total of 3.6 million 
square meters of total gross floor area. Moreover, ALI is looking to increase its tourism portfolio with a Php6 billion 
investment in Palawan as it expands overseas to Myanmar and Vietnam. 

 
 

Power 

 AC Energy Holdings, Inc., a subsidiary of Ayala Corp. is planning to begin working on its 405-megawatt (MW) coal-
fired plant in Mindanao this year. The company is developing a project together with Power Partners Ltd. Co. involving 
three 135 MW units that will be located in Kauswagan, Lanao del Norte. According to AC Energy President John Eric 
T. Francia, negotiations with project contractors for the plant are currently in the final stages and the company is 
targeting the construction in the second half of this year. He added though that construction period and final cost of 
investment for the project are still being finalized. 
 

 Manila Electric Co. (Meralco) is looking to provide electricity for the naphtha cracker plant of JG Summit Holdings, Inc. 
According to Meralco Senior Vice-President for Commercial Retail Services Alfredo S. Panlilio, JG Summit has a 
requirement for their plant in Batangas where it wants to be connected to the grid. He added that it is a 69-kilovolt line 
approximately 15 kilometers long, and should be ready by fourth quarter this year. 
 

 
 
 

4-Apr 11-Apr % Change

PSEi 6,561.20 6,596.96 0.55%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
Prices of local government securities took back the previous week’s gains on 
the back of profit-taking, and as market players began pricing-in possibly 
more aggressive measures of tightening in the next Monetary Board 
Meetings of the Bangko Sentral ng Pilipinas (BSP). For the week, yields 
across the curve increased by 6 basis points led by the short-end of the 
curve which climbed by 10.38 basis points. The belly, likewise, went up by 
6.95 basis points while the long-end of the curve declined by 2.75 basis 
points. 
 
 
The Bureau of the Treasury (BTr) sold Php20 billion worth of Treasury Bills 
during an auction on April 7. Php8 billion worth of 91-day bills were awarded 
at an average yield of 1.440%, Php6 billion worth of 181-day bills were 
awarded at an average yield of 1.696%, and Php6 billion worth of 364-day 
bills were awarded at an average yield of 1.972%. The government received 
tenders totaling Php28.95 billion. 
 
Philippine Peso 
 
The local currency gained ground for the week on the back of lower-than-expected US non-farm payrolls data last week. The 
Philippine peso further appreciated following the release of the FOMC minutes which revealed dovish statements from the Federal 
Reserve. The country’s robust February exports data likewise boosted demand for the peso. Week-on-week, the local currency 
gained 66 centavos to close at 44.280. 
 
For the month of February, the country’s exports climbed by 24% year-on-year, the fastest pace in over three years, led by a surge 

in the electronics segment. The exports bill amounted to US$4.654 billion, higher than the US$3.741 billion reported in 2012. 

Electronic products, which accounted for around 40% of the total, spiked 27% to US$1.880 billion from US$1.485 a year earlier. 

Exports of other manufactured goods were next, rising around 17% to US$378.08 million. Japan was once again the top export 

destination with US$1.181 billion, 67.2% higher year-on-year. 

 

According to the Bangko Sentral ng Pilipinas (BSP),  the country’s gross international reserves (GIR) registered at US$79.8 b illion 

as of end-March, lower than US$80.54 billion recorded in February and the US$83.95 billion posted in the same period last year. 

The central bank stated that the decline was mainly due to outflows arising from payments by the National Government of its 

maturing foreign exchange obligations, foreign exchange operations of the BSP and revaluation adjustments of the BSP’s gold 

holdings and foreign-currency denominated reserves. Moreover, BSP’s foreign investments comprised the lion’s share of the GIR at 

US$69.16 billion followed by gold which contributed US$594.9 million. 

 

According to the Bangko Sentral ng Pilipinas (BSP), net foreign direct investments (FDI) climbed by 5.3% to US$1.027 billion in 

January from the US$976 million posted in January last year. The central bank noted that among the drivers of net inflows was the 

continued lending by parent companies abroad to local affiliates for operations and expansion. The BSP added that this is an 

indication of sustained confidence in the country’s strong macroeconomic fundamentals. Broken down, the bulk of the January FDI 

was from non-residents’ placements in debt instruments issued by local affiliates, which rose by 7.3% to US$687 million from last 

year’s US$640 million. Meanwhile, net capital inflows registered US$278 million, or 10.5% more than the US$252 million posted  in 

January 2013, as gross placements of equity capital of US $361 million exceeded withdrawals of US$83 million. 

 

According to data from the Bangko Sentral ng Pilipinas (BSP), the local banking industry posted a 19% increase in net profit to 

Php144.646 billion in 2013 from Php121.867 billion registered in 2012. This has resulted to a return on equity of 13.29% last year 

from 12.36% in 2012. Banks’ net interest income rose 11% to Php274.947 billion while non-interest income climbed 14% to 

Php175.299 billion. On the other hand, non-interest expense went up by 7% to Php274.527 billion in 2013. 

     

Data from the Bureau of the Treasury (BTr) showed that the government’s debt payments rose by 87% to Php208.446 billion in 

January from Php111.73 billion registered in the same period a year ago. Broken down, principal payments amounted to 

Php151.981 billion, coming from Php56.889 billion posted in January 2013. Of this amount, Php107.926 billion was paid to 

domestic creditors while Php44.055 billion went to foreign lenders. Meanwhile, interest payments totaled Php56.465 billion, or 

2.96% higher than the Php54.841 billion paid in the same period last year. 

 

T enor 4-Apr 11-Apr  Change

1m 1.63 1.85 21

3m 1.64 1.58 -5

6m 1.97 2.11 14

1y 2.27 2.38 11

2y 2.74 2.85 11

3y 3.22 3.31 9

4y 3.52 3.58 6

5y 3.73 3.74 1

7y 3.83 3.91 8

10y 4.42 4.38 -4

20y 5.38 5.37 -1

25y 5.79 5.75 -3

Average 6

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (Apr 14 – Apr 18) 

 
For next week, the local equities market may be due for a much needed correction as Philippine stocks have risen close to 12.01% 
on a year-to-date basis. Philippine stocks are now valued at 18.33x estimated 2014 earnings, a huge premium compared to 
regional peers. This value is 1.30 standard deviations away from the 5-year mean Price-to-earnings multiple of 15.36x. Moreover, 
the shortened workweek may also keep investors in the sidelines. We expect trading range to be from 6,420 to 6,540.  

On the local fixed income and currency markets, we expect trading to be light and range-bound as the week will be cut short in 

observance of the Holy Week. Moreover, investors should continue to keep track of economic data releases from the US such as 

March inflation, housing starts, industrial production and leading indicators, among others.  

  

 


