
 

May 19, 2014 

Global Financial Markets 
 
Global equities markets were once again flat amid mixed economic and corporate data points across the globe. US 
Treasury prices rallied following a couple of downbeat economic reports from the US, while the euro depreciated against 
its currency peers on more speculation of monetary policy easing from the European Central Bank. 
  
Global Equities 
 

Global equities were once again flat 
amid mixed corporate and sector-
specific news across the globe.  

In the US, stocks were driven mostly 
by movements in the technology 
sector, as well as a mixed bag of 
economic data releases throughout 
the week. Over-all, however, gains 
were tempered by weak earnings 
releases and a rising sense of 
global risk aversion. For the period, 
the Dow Jones Industrial Average 
index and the S&P500 index crept 
higher by 0.38% and 0.69%, 
respectively.  

Meanwhile, European stocks (-
0.30%) were slightly lower despite 
having rallied earlier during the 
week on speculation that further 
monetary policy easing actions from 
the European Central Bank during 
its upcoming meeting in June. Gains 
were capped by a weak GDP 
growth figure for the first quarter. Q1 
GDP growth came in at 0.2% 
quarter-on-quarter, slower than the 
market estimate of +0.4%. 

Over in Asia, shares were also 
higher on country-specific news. In 
Hong Kong, investors welcomed the Chinese central bank's announcement that it will make it easier for first-time home buyers to 
get mortgages. Sentiment in India was buoyed by expectations that a pro-business government would be elected. Recent exit polls 
released last Monday suggested that the Bharatiya Janata Party would win the national elections in India. In Japan, shares were 
bolstered by a weakening yen (which was beneficial for export companies) and positive corporate earnings results. Week-on-week, 
the MSCI Asia-Pacific ex-Japan index gained 2.28%.  

Economic data releases for the week were mixed, which left investors mostly on the sidelines awaiting fresh leads from the market. 

 The US budget surplus came in at US$106.9 billion for the month of April, lower than the market estimate of US$114 
billion, from March’s US$112.9 billion. Federal receipts rose 8% to US$1.735 trillion for the first seven months of the 
fiscal year, while spending fell 2% to US$2.041 trillion. 

 Consumer prices in the US rose by a seasonally adjusted 0.3% month-on-month, meeting the market estimate, the 
largest gain since June 2013. Not including volatile food and energy costs, core prices rose by 0.2% on a monthly 
basis. Market estimate was for core prices to rise 0.1%. On an annual basis, consumer prices were up by 2.0%, 
meeting the market estimate, from a pace of 1.5% last March. The price increases were mainly driven by increase 
costs for staples such as gasoline, food and shelter.  

 The number of Americans filing for unemployment benefits dropped by 24,000 to a seven-year seasonally adjusted 
low of 297,000 last week. This compared to the market estimate of 320,000. The less-volatile four-week moving 
average of claims fell by 2,000 to a seasonally adjusted 323,500, while continuing claims fell by 9,000 to 2,667,000 in 
the week ended May 3. 

 US industrial production fell 0.6% month-on-month, lower than the market estimate of 0.0%, following March’s 
upwardly revised increase of 0.9%. Capacity utilization likewise dropped 0.7% to 78.6%, compared to the market 
estimate of 79.1%. The decline in industrial production was mainly due to a 5.3% plunge in utility output from weather-
related elevated levels in the prior months. 

08-May-14 15-May-14 % Change

MSCI World 1,686.79 1,682.34 -0.26%

MSCI Europe 115.94 115.78 -0.14%

MSCI Asia-Pacific ex-Japan 475.14 485.96 2.28%

Dow Jones Industrial Average 16,550.97 16,613.97 0.38%

S&P 500 1,875.63 1,888.53 0.69%

Global Equity Performance
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 Retail sales in the US inched higher by 0.1% month-on-month to a seasonally adjusted US$434.57 billion in April, 
slower than the market estimate of a 0.4% gain. However, data for the month of March was upwardly revised to 1.5%, 
the largest gain in four years. Some analysts reasoned that the slowdown was due to the shifting date of Easter to 
April this year from March 31 last year, which may have distorted recent data by affecting the timing of shopping trips. 
Core sales, which do not include the volatile automobile, gasoline, building materials and food services categories, 
dipped by 0.1%.  

 Producer prices rose 0.6% month-on-month last April, beating the market estimate of a 0.2% gain and marking the 
fastest pace in 1.5 years. This followed March’s 0.5% increase. The data reflected broad based price increases from 
warehousing to meat prices. Not including the volatile food and energy segments, “core” prices rose 0.5%, also 
beating the market estimate of +0.2%. On an annual basis, prices were up 2.1% versus the market estimate of 1.7%, 
from 1.4% in March. Meanwhile, a measure labelled as “personal consumption”, which is more or less equivalent to 
the government’s consumer price index, rose 0.7% month-on-month and 2% year-on-year. 
 
 

Global Bonds 
 

US Treasury prices rallied as investors flocked to safe-havens amid a 

number of downbeat economic data releases during the week. Dovish 

comments from other parts of the world likewise helped to push down 

yields. A report showed that the European Central Bank was looking at a 

number of measures, including negative bank deposit rates, to combat 

the region’s low inflation. The ECB’s top economist also cited interest 

rate cuts or further bank refinancing operations.  
 

Week-on-week, the 10-year benchmark yield fell 12.68 basis points to 

2.489%.  
 

 

 

 

 

Currencies  

The euro weakened against most of its major trading counterparts amid 
continued speculation of further stimulus measures from the European 
Central Bank. According to ECB President Mario Draghi, policy makers 
would be “comfortable” with further stimulus next month. Further 
weakening the shared currency was the release of the German ZEW 
economic sentiment gauge, which fell to a 16-month low. Week on week, 
the euro lost 0.28% against the greenback and 0.60% against the 
Japanese yen. 

 

 

 

The week ahead (May 19 – May 22) 

 

This week, markets mostly reacted to country- and sector-specific news. Next week, markets will likely be in for more quiet trading 

as no major economic data are due for release. Equities markets could continue to consolidate, while movements of US Treasury 

prices would continue to be dependent on economic data. Meanwhile, the euro may continue to weaken further amid more 

speculations of further policy easing from the ECB, especially if disappointing economic data points continue to come out of the 

region.  

 

  

US Treasury Yield Curve

Tenor 8-May 15-May  +/- bps

3m 0.025 0.020 -0.50

6m 0.046 0.041 -0.50

2y 0.387 0.351 -3.60

5y 1.625 1.523 -10.19

10y 2.616 2.489 -12.68

30y 3.434 3.325 -10.99

Currencies 

9-May 16-May % Change

USD/PHP 43.650 43.750 -0.23%

EUR/USD 1.3758 1.3719 -0.28%

GBP/USD 1.6851 1.6809 -0.25%

USD/JPY 101.86 101.54 0.32%

AUD/USD 0.9362 0.9356 -0.06%

USD/CHF 0.8864 0.8903 -0.44%

EUR/CHF 1.21959 1.22140 -0.15%

EUR/JPY 140.13 139.3 0.60%
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Philippine Financial Markets 

 
The local equities market succumbed to profit-taking after previous week’s run-ups locally and in the US equities market. 
The Philippine peso also lost ground due to the same reason. Meanwhile, the prices of local government securities rose 
on bargain-hunting and speculation of another credit rating upgrade for the Philippines. 
 
Local Equities  
    
The local equities market rallied at the start of the week following the euphoria 
brought about by the S&P upgrade of the Philippines by one notch to BBB. 
However, the market lost its steam towards the latter part of the week as profit-
taking ensued. Also, investors took the chance to cash in on gains following the 
recent all-time highs achieved in the US market.  The sell-off was triggered by a 
lower-than-expected US Industrial Production which declined by 0.57% year-on-
year.  Week-on-week, the index lost 29.55 points, or -0.43%, to close at 
6,817.71. For the week, foreign investors were net buyers at Php3.61 billion. 

 
 

Conglomerate 

 Ayala Corp. (AC) stated that its net income jumped by 22% to Php5.5 billion in the first quarter. Improved performance 
across the conglomerate’s business units resulted to a Php6.9 billion in equity earnings, or 20% higher year-on-year. 
AC pointed out that the increase in first quarter earnings was mainly driven by the real estate, telecommunications, 
water and international businesses. Likewise, it benefited from a Php1.8 billion capital gain from the sale of Stream 
Global Services Inc. AC President and Chief Operating Officer Fernando Zobel de Ayala said that the company is glad 
to see strong momentum continue across its core business and the improving profitability of the international 
business. He added that they are confident that momentum will continue for the rest of the year due to having the 
fundamental drivers of domestic economy which would remain firmly in place. 
  

Financials 

 Security Bank Corp. (SECB) saw its net income increase rise by 17% to Php1.43 billion in the first quarter mainly 
buoyed by the 42% growth in net interest income to Php2.8 billion on the back of the expansion in loans and 
investment securities. Net interest margin registered at 3.54% in the first quarter, or 3.33% higher than in the fourth 
quarter of last year and from the 3.49% average for full year 2013. Meanwhile, non-interest income also made a big 
contribution to earnings, registering at Php790 million. Among these are fees and commissions which amounted to 
Php361 million, or up by 11% quarter-on-quarter, while trading gains totalled Php320 million. 
 

Properties 

 Ayala Land, Inc (ALI) has recently signed a deal with Sureste Properties, Inc., a unit of Bloombery Resorts Corp., in 
order to operate a shopping center at the Solaire Resort and Casino. ALI Corporate Communications Manager 
Suzette P. Naval stated that they target to open by the end of the year. She added that the project will be a retail strip, 
with a mix of premium brands, and that ALI is the exclusive leasing and marketing agent of the development’s 5,000 
square meter gross leasable area. Furthermore, past reports showed that the retail area will approximately have 40 
luxury brands and will be constructed at Solaire’s new phase 1-A segment, to go along with a 300-suite hotel, a 2,000-
seat entertainment theater, 3,000 parking spaces, a night club and restaurants. 

 
 

Power 

 Energy Development Corp. (EDC) allocated US$58 million for its capital expenditures (capex) in Chile, Argentina that 
will be spread out through 2016. According to EDC President and Chief Operating Officer Richard B. Tantoco, US$12 
million of the total capex earmarked for Chile will be used for roads, drilling pads and the water supply system. 
Meanwhile, he added that the company expects another US$46 million in drilling three wells and building associated 
facilities like camps, etc. 

 
 
 
 
 

9-May 16-May % Change

PSEi 6,847.26 6,817.71 -0.43%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
On the local fixed income space, yields dropped for another week as 
bargain-hunting persisted, particularly on the intermediate and long-tenored 
buckets. Market players regained risk appetite on speculation that the 
Philippines may obtain another credit rating upgrade. For the week, yields 
across the curve fell 4.94 basis points, led by the long-end of the curve which 
declined 11.59 basis points. The belly, likewise, slipped by 5.47 basis points 
while the short-end of the curve marginally rose by 0.71 basis points. 
 
 
 
 
Philippine Peso 
 
The Philippine peso lost ground against the greenback as market players 
took the opportunity to cash in on gains from the previous week’s rally. 
Towards the end of the week, however, the peso was able to draw some 
strength from optimism in Indonesia which attracted foreign flows to the TIP 
(Thailand, Indonesia and Philippines) region. Week-on-week, the local 
currency lost 10 centavos to close at 43.750. 
 
 
Data from the Bangko Sentral ng Pilipinas (BSP) revealed that cash remittances from overseas Filipinos climbed by 6.5% to US$1.9 
billion in March. The BSP pointed out that the increase in March is faster than the 5.6% and 5.9% increases in February and 
January, respectively. Remittances in March brought the first quarter tally to US$5.478 billion or 6% higher year-on-year. The 
central bank explained that robust cash transfers in the first quarter were supported by the sustained demand for skilled Filipino 
manpower as the U.S, Saudi Arabia, United Arab Emirates, United Kingdom, Singapore, Japan and Hong Kong were the major 
sources of remittances. 
 
According to the Bangko Sentral ng Pilipinas (BSP), foreign portfolio investments or hot money registered net inflows of US$324 
million in April, a reversal from last month’s US$92 million of net outflows. The BSP explained that registered investments of US$1.9 
billion were 12.1% lower than March’s US$2.1 billion but outflows dropped to US$1.5 billion from US$2.2 billion. The central bank 
stated that net inflows for April arose from investor optimism about the economy’s growth and strong quarterly corporate results. 
 
According to the Bangko Sentral ng Pilipinas (BSP), net foreign direct investments (FDI) fell by 59% to US$350 million in February 
from the US$854 million posted in same period a year ago. A large share of the FDI was comprised of non-residents’ placements in 
debt instruments issued by local affiliates, which amounted to a net of US$201 million and was lower by 20% from the US$251 
million recorded last year. The BSP said that this resulted from sustained lending by parent companies abroad to their local 
subsidiaries/affiliates to support existing operations and to fund the expansion of their businesses in the country. 
 
According to the Philippine Statistics Authority (PSA), manufacturing output as measured by the volume of production index (VoPI), 
contracted by 1.1%, which is a turnaround from the 7% growth in February. Broken down, chemicals and wood products declined 
by 18% and 24%, respectively. Moreover, basic metals, non-metallic mineral products, footwear and wearing apparel, and furniture 
and fixtures production also decreased. 
 
For the month of February, the government continued to invest significantly in infrastructure as capital outlay spending rose by 
49.2% to Php49.8 billion, from Php33.3 billion in the same month last year. According to Budget and Management Secretary 
Florencio B. Abad, the increase in infrastructure spending boosted the government’s disbursements to Php313 billion, 11% higher 
than the Php282 billion recorded in the same period last year. This indicated faster budget execution in light of the Aquino 
Administration’s reforms. 
 
 
 
 
 
 
 
 
 
 

T enor 9-May 16-May  Change

1m 1.66 1.67 1

3m 1.35 1.28 -7

6m 2.03 2.04 2

1y 2.22 2.29 8

2y 3.03 2.98 -5

3y 3.38 3.36 -2

4y 3.58 3.56 -3

5y 4.06 3.96 -9

7y 4.12 4.04 -9

10y 4.32 4.27 -5

20y 5.33 5.26 -7

25y 5.48 5.25 -23

Average -5

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (May 19 – May 23) 

 
We expect the local equities market to consolidate next week on a possible weakness in global markets. In the US, investors will be 

watching out for the US Manufacturing PMI and New Home Sales.  These two indicators are significant as they dictate the state of 

recovery in the world’s largest economy. Any disappointment in these two measures could warrant another round of sell-off 

especially since US indices have been registering record highs recently. We expect the PSEi to trade from 6,717.10 to 6,851.19 for 

the week.   

 

For the local fixed income market, we expect yields to go down as market players remain bullish. Moreover, we might see players 
taking position for the upcoming 3-year FXTN auction. On the local currencies market, we expect quiet trading with the lack of 
significant market moving news for the week. However, developments regarding the prolonged stand-off between Ukraine and 
Russia should continue to have an impact on sentiment. 

 


