
 

May 05, 2014 

Global Financial Markets 
 
Global equities markets ended the week flat as optimism over favorable corporate earnings results were offset by 
continued tensions in Eastern Europe and caution ahead of the Federal Open Market Committee meeting concluded on 
the 30

th
. Meanwhile, safe-haven US Treasury prices rose following weak data from the world’s largest economy, and the 

euro strengthened against most of its major currency counterparts as a slightly improved inflation figure lessened 
speculation of further policy easing from the European Central Bank.  

 
Global Equities 
 

Global equities ended the week flat 
once again as optimism over 
corporate earnings results was 
countered by recurring tensions in 
the Ukraine and Russia, though this 
somewhat abated throughout the 
course of the week. Investors also 
turned cautious ahead of the US 
Federal Open Market Committee 
meeting concluded on the 30

th
, as 

well as key manufacturing data 
from China. 

As expected, the Federal Reserve 
(the Fed), following its policy 
meeting, stated that it would 
continue to trim down its bond 
purchases by US$10 billion to 
US$45 billion a month, while 
indicating that growth should pick 
up following the harsh winter 
weather that hampered US 
economic growth. Moreover, the 
Fed remained firm on its forward 
guidance regarding short-term 
interest rates, stated that these 
would remain close to zero even 
long after its bond purchase 
program ends later this year. The 
Committee did concede that growth 
in the first quarter was worse than 
expected, but pointed to signs of improvement in economic activity in March and April. It added that household spending “appeared 
to be rising more quickly”, and that recent reports on retail and auto sales have been stronger than expected. 

Over in Europe, investors also mostly reacted to corporate earnings results and M&A activities amid the May Day-shortened work 
week. Some Asian markets were also closed for the Labor Day holiday, but some declines were seen as US and European 
governments imposed more sanctions against Russia on Monday over its alleged intervention in Ukraine, causing investors to 
adopt a risk-off sentiment.  

Week-on-week, the MSCI World index inched up by 0.55% led by the European region, which rose 0.78%. Meanwhile, the Asia-
Pacific ex-Japan region fell 1.53%. The Dow Jones Industrial Average index and the S&P500 index both ticked higher by 0.48% 
and 0.28%, respectively.  

Economic data releases were somewhat downbeat, though most of the focus was on the FOMC meeting concluded during the 

week. 

 US economic growth slid to a shuddering halt in the first quarter as the country’s GDP grew at a seasonally adjusted 
annual rate of 0.1%, much weaker than the market estimate of +1.2%. The figure equaled the second-weakest 
quarterly GDP print of the near-five year economic “recovery” cycle. While the magnitude of the slowdown in Q1 
growth took many by surprise, an easing of growth was broadly expected because of the abnormally frigid weather in 
much of the country during the period. The primary driver in weakness was exports, which slumped at a pace of 7.6%. 
Other components posted tepid growth as well, such as consumer spending (+3.0%) and business spending (-2.1%). 
Meanwhile, though government outlays continued to be a drag, federal spending (+0.7%) made a positive contribution 
to growth for the first time in six quarters. 

24-Apr-14 01-May-14 % Change

MSCI World 1,681.16 1,690.39 0.55%

MSCI Europe 114.69 115.59 0.78%

MSCI Asia-Pacific ex-Japan 480.92 473.58 -1.53%

Dow Jones Industrial Average 16,501.65 16,580.84 0.48%

S&P 500 1,878.61 1,883.95 0.28%

Global Equity Performance
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 For the month of April, US private-sector payrolls rose by 220,000, beating the market estimate of 210,000, according 
to the national employment report compiled by payroll processor Automatic Data Processing Inc. and forecasting firm 
Moody’s Analytics. The report stated that the job market was beginning to gain momentum following a tough winter as 
employers are now expanding payrolls across nearly all industries and company sizes. 

 Consumer confidence in the US rose to a 9-month high last April as the Thomson-Reuters/University of Michigan 
index of final sentiment increased to 84.1 from a four-month low of 80 last March. Consensus estimate was for the 
index to come in at 83. The improvement signaled the Americans were growing more upbeat about the economy as 
the labor market gains traction.  

 For the month of March, personal consumption rose by a seasonally adjusted 0.9% month-on-month, compared to the 
market estimate of a 0.6% gain, following February’s upwardly revised 0.5% increase. This was the largest gain in 
almost five years. Spending on physical goods rose by 1.4% as durable goods purchases spiked 2.6%, and spending 
on services rose 0.7%. Meanwhile, personal income increased by a seasonally adjusted 0.5% following an upwardly 
revised 0.4% in February, amid a recovery in hours worked following the cold-weather related slowdown.  

 The number of Americans filing for unemployment claims last week rose by 14,000 to a seasonally adjusted 344,000, 
compared to the market estimate of 320,000. The less-volatile four-week moving average of claims likewise rose by 
3,000 to 320,000. Meanwhile, continuing claims jumped 97,000 to 2,771,000, compared to the market estimate of 
2,700,000.According to the National Association of Realtors (NAR), its seasonally adjusted index of pending sales of 
existing homes climbed 3.4% on a monthly basis to 97.4 last March, following February’s upwardly revised 94.2. The 
improvement was broad-based, as sales rose in the South, West and Northeast while falling slightly in the Midwest. 
NAR Chief Economist Lawrence Yun stated that the gain was inevitable following the dismal winter as buyers got the 
chance to look at homes last month.  

 For the month of April, the Conference Board’s index of consumer confidence dropped back to 82.3 following March’s 
upwardly revised 83.9. Market estimate was for the index to come in at 83.2. The survey indicated that consumers 
were now more cautious, especially with regard to the labor markets. According to Lynn Franco, director of economic 
indicators at the board, consumer confidence declined in April as consumers assessed the current business and labor 
market conditions less favorably than in March. Nevertheless, expectations regarding the short-term economic outlook 
and labor market remained steady. 
 
 

Global Bonds 
 

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

assets continued to be boosted by an over-all risk-off sentiment amid 

tensions in the Ukraine and Russia. A surprisingly weak GDP growth print 

from the US further caused investors to flock to Treasuries. 
  

The US Treasury Department’s US$15 billion 2-year floating-rate note 

auction met strong demand as its bid-to-cover ratio registered at 4.64x. 

This compared with the bid-to-cover ratio of 2.95x for the US$701 billion in 

fixed-rate notes and bonds sold earlier this year. The high-discount margin 

came in at 0.069%, similar to that of the sale last March 26.  
 

Week-on-week, the 10-year benchmark yield fell by 6.72 basis points to 2.613%.  
 

 

 

 

Currencies  

The euro posted gains against its currency counterparts during the week as 
investors remained wary of the greenback ahead of the FOMC meeting. 
Moreover, the region’s slightly higher inflation figure, though still below 
estimates, dampened speculation that the European Central Bank could 
continue to tighten its monetary policy measures. Week on week, the euro 
gained 0.21% against the greenback and 0.51 cents against the Japanese 
yen. 

Last April, consumer prices in the Euro-zone grew by 0.7% year-on-year, 
slightly lower than the market estimate of +0.8% but higher than the 0.5% in 
March. Nevertheless, this was still well below the ECB’s 2% target. Note that 
April marks the seventh straight month of sub-1.0% inflation for the zone. 

 

US Treasury Yield Curve

Tenor 24-Apr 1-May  +/- bps

3m 0.005 0.020 1.52

6m 0.041 0.041 0.00

2y 0.438 0.407 -3.13

5y 1.736 1.658 -7.87

10y 2.681 2.613 -6.72

30y 3.453 3.413 -3.95

Currencies 

25-Apr 2-May % Change

USD/PHP 44.645 44.500 0.33%

EUR/USD 1.3834 1.3863 0.21%

GBP/USD 1.6803 1.6884 0.48%

USD/JPY 102.16 102.45 -0.28%

AUD/USD 0.9281 0.9267 -0.15%

USD/CHF 0.8818 0.8794 0.27%

EUR/CHF 1.21957 1.21916 0.03%

EUR/JPY 141.3 142.02 -0.51%
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The week ahead (May 5 – May 9) 

 

This week, markets were cautious ahead of the FOMC meeting, though it ended somewhat uneventful. Moving forward, expect 

equities markets to trade with an upward bias amid more corporate earnings results and a potential positive surprise on the US 

nonfarm payrolls and unemployment data. Meanwhile, depending on the results of the aforementioned labor market indicators, US 

Treasury yields could move higher amid expectations of quicker monetary policy tightening from the Fed. The euro will likely 

weaken against its currency counterparts, especially after having appreciated over the past 2 weeks. Market players will also be 

watching the outcome of the ECB policy meeting set to happen during the week, though most bets are that there will be no changes 

made. 
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Philippine Financial Markets 

 
The local equities market was able to post gains for another week driven by foreign buying. Light trading was observed on 
the local fixed income space with a bit of bargain-hunting seen on the long-end of the curve. Meanwhile, the peso gained 
ground mostly on dollar weakness amid the growing turmoil between Russia and Ukraine as well as the continued 
accommodative monetary policy in the US following the FOMC meeting. 
 

Local Equities  
    

The local equities market started the week on a downtrend as investors took the 
opportunity to book profits following the recent rally where the index hit a year-to-
date high of 6,784.95. The consolidation was aggravated by S&P’s downgrade of 
Russia’s sovereign rating by one notch to BBB-, affecting the sentiment in 
emerging market economies. The market, somehow, rebounded at the latter part 
of the week as foreign investors continued to buy Philippine equities. Week-on-
week, the index gained 57.87 points, or +0.87%, to close at 6,742.97. For the 
week, foreign investors were net buyers at Php3.42 billion.  

 
 

Conglomerate 

 For full year 2013, Alliance Global Group Inc. (AGI) saw its net income attributable to shareholders grow by 24% to 
Php17.2 billion from 2012’s Php13.9 billion. Emperador Inc. (EMP) and Megaworld Corp. (MEG) were the main 
contributors adding Php5.3 billion each to AGI’s net earnings, while Travellers International Hotel Group Inc. (RWM) 
contributed Php1.2 billion. Strong performances from AGI’s liquor and real-estate arm were buoyed by MEG’s robust 
sales and leasing from residential and office portfolio and 33 million cases sold for EMP. 

 

Financials 

 Security Bank Corp. registered a Php1.43 billion net income in the first quarter of 2014 or 17% higher compared to the 
first quarter last year. The increase in net income was mainly buoyed by a 42% uptick in interest income. Security 
Bank President and Chief Executive Officer Alberto S. Villarosa stated that core business has propelled their first 
quarter growth and noted that the bank’s margin was up 40%. He pointed out that the growth in the net margin helped 
pay for expenses related to branch expansion such as advertising and branding initiatives they have been doing. 
 

Gaming 

 Bloomberry Resorts Corp. registered a net income after tax of Php1.461 billion in the first quarter of 2014, a reversal 
from the Php1.056 billion loss reported a year ago, brought about by the pre-operating expenses on Solaire. Total 
gross revenues amounted to Php7.381 billion in 1Q2014, significantly higher than the Php661 million generated in the 
same period last year. The company stated that gaming continued to generate the bulk of the company’s total gross 
revenues, representing 95.7% of the total, followed by hotel, food and beverage at 3.9%. 

 
 

Utilities 

 Manila Electric Co. (Meralco) reported a net income of Php4.008 billion in the first quarter of the year, or slightly lower 
than the Php4.024 billion registered in the same period last year. According to Meralco senior vice-president and chief 
financial officer Betty C. Siy-Yap, the consolidated reported net income was stable year-on-year at Php4 billion. She 
added that this result was the combined effect of a 2% increase in volume attributable to new accounts in the gaming 
and entertainment sector, new customers energized, and higher contributions from subsidiaries. However, this was 
offset by the decline in the average distribution rate for the quarter to Php1.63 per kilowatt-hour (/kWh) from 
Php1.647/kWh as the result of the change in sales mix was realized. 

 
 
 
 
 
 
 

25-Apr 2-May % Change

PSEi 6,685.10 6,742.97 0.87%

Philippine  Stock Exchange  Index



 

May 05, 2014 

Philippine Bond Market  
 
On the local fixed income market, quiet trading activity was observed 
throughout the week on the lack of market moving news and as market 
players remained on the sidelines ahead of the Philippine Inflation print and 
Bangko Sentral ng Pilipinas’ (BSP) monetary board meeting. Bargain 
hunting, however, ensued on the long-term buckets as market players 
anticipate inflation to come out lower-than-expected. Week-on-week, yields 
dropped by an average of 3 basis points led by the long-end of the curve 
which fell by 6.81 basis points. The short-end of the curve and the belly, 
likewise, went down by 2.42 and 1.20 basis points, respectively. 
 
 
Philippine Peso 
 
At the beginning of the week, the local currency gained ground as the US 
dollar weakened against most of its currency peers on intensifying tensions 
between Ukraine and Russia. The G-7 has expressed that it will impose 
additional sanctions against Russia. In the subsequent days, however, the 
peso slid on thin volumes as market players stayed on the sidelines awaiting 
for the outcome of the FOMC meeting and the US nonfarm payrolls figure. Moreover, mixed data coming out of the US particularly 
the weaker-than-expected 1Q GDP at 0.1%, further supports the accommodative monetary policy maintained by the US Federal 
Reserve following the FOMC meeting. For the week, the local currency gained 14.5 centavos to close at 44.500. 
 
According to the Bangko Sentral ng Pilipinas (BSP), domestic liquidity growth, as measured by M3, grew by 34.8% to Php7 trillion in 

March which makes this the ninth straight month of 30% growth and above. The central bank stated that money supply continued to 

expand due to the sustained demand for credit in the domestic economy. Domestic claims rose by 12.4% to Php6.292 tri llion amid 

growth in bank lending. A large part of credit extended by banks went to real estate, renting, and business services, utilities, 

wholesale and retail trade, manufacturing, and financial services. On the other hand, public sector credit went up by 3.5% to 

Php1.189 trillion on the back of an increase in deposits of the National Government. 

 

The Bureau of Customs (BOC) collected Php29.313 billion in duties and taxes last March, or 34% higher than the Php21.805 bill ion 

registered in the same period last year. However, the Bureau came short of its Php33.286 billion goal for the month. Customs 

Commissioner John Philip P. Sevilla said that the uptick was mainly on the back of an increase in the volume of goods imported, as 

well as on-going systemic and process reforms, particularly in valuation. Furthermore, the March figure has brought the first quarter 

tally to Php86.501 billion, up by 26% from the Php68.816 billion posted in the first quarter of 2013.  

 

Investments approved by the Philippine Economic Zone Authority (PEZA) climbed by 25% to Php72.409 billion in the first quarter 

from the Php57.887 billion registered in the same period last year. According to PEZA Promotions and Public Relations Manager 

Elmer H. San Pascual the increase was mainly attributed to new investments from a German electronics company, a Japanese 

motor vehicle and spare parts maker, a Filipino-Japanese fabricated metal manufacturer, four Japanese electronics firms, a Dutch 

information technology (IT) company and a Filipino agro-industrial firm. Moreover, he noted that investments in ecozone and IT 

parks and building developments were very significant for the period. 

 

The Department of Transportation and Communications (DoTC) lowered its subsidy ceiling for the Light Rail Transit Line 1 Cavite 

Extension to Php5 billion from the Php6 billion it had originally set. According to the DoTC, the reduction of the cap is consistent 

with the deletion of the Concessionaire’s obligation to fund the relocation under Section 11.7 of the draft Concession Agreement up 

to Php900 million. The amount includes all the taxes and the amount of value-added tax (VAT). Note that the cap refers to the 

maximum amount that bidders can request from the government.  

 

Data from the Philippine Statistics Authority (PSA) showed that poverty incidence among Filipinos clocked in at 24.9% in the first 

half of 2013, lower than the 27.9% posted in the same period in 2012. Subsistence incidence also dropped to 10.7% from 13.4%. 

The poverty incidence measures the proportion of Filipinos who fall below the per capita poverty threshold while substance 

incidence pertains to the proportion of those who fall below the per capita food threshold. Moreover, the result of the survey showed 

that poverty incidence among Filipino families declined to 19.1% from 22.3%, and the subsistence incidence among families 

dropped to 7.7% from 10%.

T enor 25-Apr 2-May  Change

1m 1.78 1.76 -2

3m 1.49 1.47 -3

6m 2.20 2.16 -4

1y 2.41 2.40 -2

2y 3.00 3.04 5

3y 3.48 3.35 -14

4y 3.60 3.58 -2

5y 4.03 4.01 -2

7y 4.10 4.16 6

10y 4.41 4.40 -1

20y 5.41 5.35 -6

25y 5.78 5.65 -14

Average -3.0

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (May 5 – May 9) 

 
We expect the local equities market to consolidate next week following the recent rally which lifted the index above 6,700 mark.  

Year-to-date, the index is now 14.49% higher, a return susceptible for profit-taking. Investors will be watching out for the release of 

April inflation and 1Q14 corporate earnings.  We expect bank earnings to be lower this year on lack of trading gains. For next week, 

trading range will be from 6,604.35 to 6,815.26.   

 

On the local fixed income and currency markets, market players will take their cue on the release of Philippine inflation figure 
coming out on May 5 as well as the outcome of the Bangko Sentral ng Pilipinas’ (BSP) Monetary Board Meeting on May 9. Chances 
are that the central bank will maintain its overnight rates at 3.5%, but opt to adjust the reserve requirement tool again. In the 
previous monetary board meeting, BSP officials raised the reserve requirement ratio from 18% to 19%. Moreover, external 
developments should continue to have an impact on market sentiment. Economic data from the US and the rising geopolitical 
tension between Russia and Ukraine are mostly going to drive the movement of financial markets globally. 

 


