
 

April 28, 2014 

Global Financial Markets 
 
Global equities markets ended the week flat as gains made on country- and company-specific news were tempered by 
recurring fears on the Ukraine. Meanwhile, safe-haven US Treasury prices rose amid the over-all risk-off sentiment. The 
Japanese yen strengthened against most of its major currency counterparts for the same reason.  
 
Global Equities 
 

Global equities ended the week flat as 
gains made on country- and company-
specific reports were tempered by 
renewed concerns over the escalating 
conflict in Ukraine and Russia. 
Following a temporary truce around 
Easter, tensions were once again 
evident in Eastern Europe as the 
Geneva agreement achieved over the 
weekend were largely ignored by the 
involved parties. Separatists from 
Russia have in fact become more 
radical, leading to the death of at least 
one mainstream politician and a 
number of journalists kidnapped. In 
response, Ukraine has deployed forces 
to deal with these separatists, resulting 
in even more fatalities. 

In the US, sentiment was buoyed by 
largely better-than-expected corporate 
earnings releases throughout the week, 
from companies such as General 
Electric Co. and Apple, Inc. 

Meanwhile European markets started 
off the Easter-holiday-shortened work 
week on a strong note amid M&A 
activity in the pharmaceutical sector. 
However, gains were pared as 
stronger-than-anticipated economic data from the region weakened hope for further central bank stimulus.  

Market players in Asia were quite cautious, with volumes thin as investors waited for corporate earnings guidance as well as for 

more direction from the US Fed and the Bank of Japan later this month. The risk-off sentiment was observed until Thursday, on 
news particular to countries. In Japan, investors were disappointed after a news briefing by US President Barack Obama and 
Japanese Prime Minister Shinzo Abe showed that they failed to reach a formal trade agreement. In South Korea, shares inched 
down after figures showed the country had grown 0.9% quarter-on-quarter in 1Q2014, lower than the 1.0% expected by analysts. 
Chinese stocks retracted as investors shrugged aside news that the State Council was going to allow more investments in 
infrastructure projects.  

Week-on-week, the MSCI World index inched up 0.68% led by the European region, which rose 1.14%. Meanwhile, the Asia-Pacific 
ex-Japan region fell 0.03%. The Dow Jones Industrial Average index and the S&P500 index both ticked higher by 0.57%.  

Economic data releases for the week were mixed, most of the attention was focused on geopolitical tensions in the Ukraine. 

 For the month of March, durable goods orders in the US climbed more than expected, rising 2.6% month-on-month 
versus the market estimate of +2.0%. Not including the volatile transportation segment, orders rose by 2%, compared 
to the market estimate of a 0.6% gain. This marked the largest advance in over a year. Moreover, a key measure of 
business spending-orders for nondefense capital goods excluding aircraft, which serves as a proxy for business 
spending on equipment and software, climbed 2.2%, the largest gain since November last year. 

 US jobless claims jumped by 24,000 last week to a seasonally adjusted 329,000, compared to the market estimate of 
315,000. The less-volatile four-week moving average of claims likewise inched up to 316,750. On the other hand, 
continuing claims, or those drawn by workers for more than a week, fell by 61,000 to 2,680,000. 

 The Conference Board’s index of leading indicators, which measures the outlook for the next three to six months, rose 
by 0.8%, higher than the market estimate of 0.7% and the largest gain since November. This followed the 0.5% gain in 
February. On an annual basis, the index was up 6.1%, the largest gain since July 2011. According to the report, the 

17-Apr-14 24-Apr-14 % Change

MSCI World 1,669.81 1,681.16 0.68%

MSCI Europe 113.40 114.69 1.14%

MSCI Asia-Pacific ex-Japan 481.07 480.92 -0.03%

Dow Jones Industrial Average 16,408.54 16,501.65 0.57%

S&P 500 1,864.85 1,875.39 0.57%

Global Equity Performance
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economy was rebounding from widespread inclement weather. Strength in the labor market was likewise beginning to 
positively impact growth. 

 Sales of existing homes in the US dipped by 0.2% month-on-month, slightly better than the market estimate of -1%, to 
a seasonally adjusted annual rate of 4.59 million. Leading the decline was condo sales, which fell 1.8%, while single-
family home sales remained flat. On an annual basis, sales were down 7.5%, hitting the slowest pace since July 2012. 
According to Lawrence Yun, chief economist at the National Association of Realtors, March marked the second 
consecutive month that saw a fairly shallow decline in existing-home sales, indicating stabilization. However, he added 
that rising prices were continuing to make homes less affordable. For the month of March, the median sale price of a 
previously owned home in March was US$198,500, 7.9% higher year-on-year. 

 For the month of March, sales of new single-family homes in the US plunged to an 8-month low as sales slumped 
14.5% month-on-month, compared to the market estimate of a 2.3% gain, to a seasonally adjusted rate of 384,000. 
This followed February’s upwardly revised 449,000. On an annual basis, new-home sales dived 13.3%, the largest 
annualized decline since April 2011. The median price of a new home rose to the highest level historically, 11.2% 
higher month-on-month to US$290,000. 

 For the month of April, factory activity in the US continued to expand. Markit’s “flash” purchasing managers’ index was 
little changed at 55.4, compared to the market estimate of 56.0 from the final March reading of 55.5. The influence 
was mainly dragged down by a rise in the suppliers’ delivery times component. Production was especially robust with 
the output index rising to 58.2, the highest level since March 2011. According to an economist at Markit, 
manufacturers reported a solid start to the second quarter, as output grew the fastest pace over three years. The 
survey bodes well for further robust economic growth in the second quarter. 
 
 

Global Bonds 
 

US Treasury prices were mostly higher as demand for the safe-haven 

assets was buoyed by an over-all risk-off sentiment amid ongoing 

tensions in the Ukraine and Russia. Three moderately received auctions 

were held during the week helped keep prices afloat as well.  
 

The US Treasury Department’s US$32 billion 2-year note auction on 

Tuesday garnered an average yield of 0.447%, compared to the median 

forecast of 0.442%. It was also near the highest level since 2011. Bid-to-

cover ratio was at 3.35x, compared to the 3.47x average over the past 

four sales. 
 

On Wednesday, the US Treasury Department’s 5-year note auction drew lukewarm demand, garnering an average yield of 1.732%, 

the highest since 2011. Bid-to-cover ratio was at 2.79x compared to the average of 2.62x over the past 10 sales. 
 

Thursday’s 7-year bond auction attracted the most demand since 2011 as the ongoing conflict in Russia and the Ukraine drove 

investors to purchase safe-havens. The notes were sold at a yield of 2.317%, compared to the forecast of 2.306% by seven of the 

Fed’s 22 primary dealers. Bid-to-cover ratio was at 2.60x, compared to the 2.55x average over the past 10 auctions.  

 

Week-on-week, the 10-year benchmark yield fell 4.10 basis points to 2.681%.  
 

 

Currencies  

The greenback weakened against its currency peers as market players 
continued to react to the dovish undertones of Federal Reserve Chair 
Janet Yellen’s testimony in the previous week. The euro also managed to 
end slightly stronger as investors positively received strong German 
business sentiment data. For the month of March, the German Ifo 
Business Climate indicator improved to 111.2 points, beating the market 
estimate of 110.5. The indicator has been about 110 throughout 2014, 
indicating strong optimism with regard to doing business in the German 
economy. Meanwhile, the Japanese yen strengthened as investors opted 
for a safe-haven bid amid the Ukraine-Russia conflict. The other option, 
the greenback, was mostly avoided amid fears that the US may get 
dragged deeper into the situation. Week-on-week, the euro and the 
Japanese yen gained 0.12% and 0.14% against the US dollar, 
respectively.  

US Treasury Yield Curve

Tenor 17-Apr 24-Apr  +/- bps

3m 0.020 0.005 -1.52

6m 0.051 0.041 -1.01

2y 0.395 0.438 4.26

5y 1.734 1.736 0.22

10y 2.722 2.681 -4.10

30y 3.522 3.453 -6.92

Currencies 

18-Apr 25-Apr % Change

USD/PHP 44.430 44.645 -0.48%

EUR/USD 1.3813 1.3842 0.21%

GBP/USD 1.6794 1.6818 0.14%

USD/JPY 102.43 102.20 0.23%

AUD/USD 0.9333 0.9275 -0.62%

USD/CHF 0.8835 0.8808 0.31%

EUR/CHF 1.22044 1.21917 0.10%

EUR/JPY 141.44 141.46 -0.01%
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The week ahead (Apr 28 – May 2) 

 

This week, markets continued to remain cautious of the ongoing geopolitical tensions in the Ukraine and Russia. Moving forward, 

expect equities markets to trade slightly lower as the Eastern European conflict may continue to escalate. Heightened tensions in 

the region have been coupled with increasing tension between the US and Russia, as the dialogue between both countries appears 

to be on the verge of collapse. Subsequently, this situation may prove to be beneficial for US Treasuries given their safe-haven 

status. The Japanese yen may also continue to climb against its peers for the same reason. Investors will also be awaiting key 

economic data releases in the US next week, including the closely-watched non-farm payrolls report and unemployment rate for the 

month of April, and the FOMC meeting at month end.  
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Philippine Financial Markets 

 
The local equities market posted gains for another week as flows continued to enter in the country amid improved 
sentiment brought about by the positive corporate earnings results in the US. Yields of local government securities rose 
on speculation of a monetary policy tightening by the central bank. Meanwhile, the Philippine peso depreciated on 
corporate demand for the greenback as well as the recurring tensions over in Ukraine. 
 

Local Equities  
    

The local equities market rallied this week, touching the 6,800 mark for the first 
time this year. The rally was mostly driven by improved sentiment in the equities 
market due to robust corporate earnings in the U.S.  However, profit-taking 
ensued after momentum indicators reached overbought levels.  Foreign investors 
have been supporting the rally as evidenced by the year-to-date net foreign 
inflow of US$693 million (as at March 24, 2014).  Week-on-week, the index still 
managed to eke out a gain of 13.92 points, or +0.21%, to close at 6,685.10.  For 
the week, foreign investors were net buyers at Php6.09 billion.   

 
 

Conglomerate 

 SM Investments Corp. (SMIC), has recently obtained approval from the Securities and Exchange Commission (SEC) 
to issue up to Php15 billion worth of retail bonds. The tenors of the bond are seven and ten years. Meanwhile, the 
interest rate for the seven year bonds are 4.7405%-5.8405% per annum while the ten year bonds carry an interest 
rate of 5.4114%-6.4114% per year. BDO Capital & Investment Corp., BPI Capital Corp., China Bank Corp. and First 
Metro Investment Corp. were appointed as joint lead underwriters for the offer. SMIC stated that the proceeds will 
refinance existing debt worth Php9.46 billion. 

 

Consumer  

 Robinsons Retail Holdings, Inc. reported that its net income surged to Php3.117 billion in 2013 from Php1.345 billion 
while profit attributable to controlling shareholders soared to Php2.745 billion from Php1.200 billion. The firm’s sales 
rose by 17.18% to Php67.254 billion from Php57.393 billion while operating expenses climbed at a slower pace of 
8.97% to Php11.569 billion. The company attributed the profit increase largely to increased income from operations as 
a result of new store openings as well as consolidation of South Star Drug. 
 

Property 

 Ayala Land Inc. (ALI) unveiled the blueprint for its transformation of the former agro-industrial FTI complex into a new 
business district in the South called Arca South. The property giant said that 25% (Phase 1) of the project will be 
completed by 2018. The first phase will be equally divided for residential and commercial towers, which will include 
nine commercial office buildings for the BPO companies, a 250-bed hospital under QualiMed brand, and the 200-room 
Seda hotel. Moreover, the overall transformation of the complex will be completed within 15-20 years. 
 

  Vista Land & Lifescapes Inc. (VLL) has recently bought back more than US$100 million worth of corporate notes that 
carry an interest rate of 8.25% per annum before maturity. The property firm said that holders representing a total of 
US$103.76 million in nominal amount of the notes, submitted valid tender offers prior to the expiry of the offer on April 
22. The company added that the proceeds of the new notes will be used to refinance existing indebtedness of the 
company, finance its capital expenditures and/or for general corporate purposes. 

 
 
 
 
 
 
 
 
 
 
 

16-Apr 25-Apr % Change

PSEi 6,671.18 6,685.10 0.21%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
Prices of local government securities dropped mostly on speculation of a 
monetary policy tightening by the Bangko Sentral ng Pilipinas (BSP). This 
can be seen in the result of the auction of the 2 year FXTN auction last April 
22 where the average yield registered at 2.727%, higher than the 2.399% 
posted during the auction of similarly dated notes held in January. Week-on-
week, yields across the curve climbed by an average of 9 basis points led by 
the belly which rose by 16.70 basis points. The short-end of the curve, 
likewise, increased by 5.48 basis points while the long-end of the curve 
marginally climbed by 0.28 basis points. 
 
 
The Bureau of the Treasury (BTr) sold Php25 billion worth of 2-year Fixed 
Rate Treasury Notes during an auction concluded last April 22. The notes 
were fully awarded at an average yield of 2.727%, compared to the 2.399% 
during the last auction of similarly dated notes in January this year. The 
coupon rate was at 1.625%. Total bids amounted to Php61.285 billion, more 
than twice the offered amount. 
 
Philippine Peso 
 
The local currency lost ground for the week as corporate demand for the US dollar was seen and amid the continuing tensions over 
in Eastern Europe. For the week, the local currency gave up 21.5 centavos to close at 44.645. 
 
According to the Bangko Sentral ng Pilipinas (BSP), the country’s balance of payments (BoP) turned into a deficit of US$336 million 

in March coming from a US$345 million surplus posted in February. The March print was likewise a reversal from the surplus of 

US$452 million registered in the same period a year ago. Moreover, this has brought the year-to-date deficit to US$4.471 billion. 

BSP Governor Amando M. Tetangco Jr. stated that the BoP deficit for March was mainly attributed to foreign currency debt 

repayments of the national government and the central bank’s foreign exchange operations. He added that this stemmed from net 

outflows in foreign portfolio investments amid uncertainty over the pace of tapering of the US Fed’s quantitative easing measures. 

 

Data from the Bureau of the Treasury (BTr) showed that the government’s debt payments fell by 67.37% to Php20.343 billion in 

February from Php62.616 billion registered in the same period last year. Broken down, interest payments made up the bulk of the 

total at Php15.865 billion, which was 11.47% lower than the Php17.92 billion posted in February 2013. Out of the total interest 

payments, Php14.721 billion were made to domestic creditors, while Php1.144 billion went to foreign lenders. Principal payments, 

on the other hand, declined to Php4.567 billion. 

 

According to a report released by the Bureau of Agricultural Statistics (BAS), the country’s agricultural trade deficit shrank by 

52.60% last year amid a growth in commodities exports and a slowdown in imports. Deficit came in at US$1.48 billion last year from 

2012’s US$3.13 billion. Broken down, agricultural exports were up 25.41% to US$6.32 billion in 2013 from US$5.04 billion in 2012, 

while expenditure for agricultural imports in 2013 fell by 4.49% to US$7.80 billion from US$8.17 bill ion in 2012. Coconut oil was still 

the country’s largest export earner for the year. 

 

According to the Philippine Statistics Authority (PSA), labor productivity across 12 major industries in the Philippines rose to 6.3% in 

2013. Productivity is computed as the ratio of gross value-added to total industry employment, with base prices from year 2000. 

Last year, workers accounted for an average gross value added of Php178,383, compared to the Php151,086 registered during the 

global financial crisis in 2009. Contributing the most was the industry sector, which grew by 6.2% to Php374,158. Productivity of 

workers in the services sector likewise rose by 4.5% to Php189,883. 

 

Data from the Bangko Sentral ng Pilipinas (BSP) showed that real estate loans extended by the local banking system soared by 

23% to Php831.787 billion last year. This was mainly buoyed by a 24% increase in commercial real estate borrowings to 

Php511.337 billion, and a 21% expansion to Php320.45 billion in residential property loans. Real estate loans accounted for roughly 

18.16% of the banks’ total loan portfolio last year. 

 

 

T enor 16-Apr 25-Apr  Change

1m 1.65 1.78 13

3m 1.48 1.49 1

6m 2.13 2.20 6

1y 2.40 2.41 1

2y 2.79 3.00 21

3y 3.30 3.48 18

4y 3.60 3.60 0

5y 3.76 4.03 27

7y 3.92 4.10 18

10y 4.40 4.41 1

20y 5.40 5.41 1

25y 5.79 5.78 -1

Average 9

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (Apr 25 – May 2) 

 
We expect the local equities market to continue its slide next week as investors flock to safe-haven assets after Russia’s 

downgrade by S&P. Russia’s credit rating went down from ‘BBB+’ to ‘BBB’ as capital continued to flow out of the country amid 

heightened tensions with Ukraine. This downgrade would potentially impact overall sentiment to the emerging market asset class, 

including the Philippines. We expect the index to trade from 6,569 to 6,728.   

 

On the local fixed income and currency markets, market players will place their attention on the world’s largest economy once more, 
with the upcoming US FOMC meeting on April 29-30. Should the US Federal Reserve be hawkish, yields of local government 
securities could trade with an upward bias. Moreover, investors would monitor the ongoing drama circulating around Ukraine and 
Russia which does not appear to be ending soon. This could prompt investors to flock to safe haven assets and we might see the 
Philippine peso to depreciate as a result. 


