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Global Financial Markets 
 
Global equities markets ended mixed this week as western markets rose amid optimism on central bank actions while 

eastern markets fell on global economic growth concerns. Safe-haven US Treasury yields, meanwhile, rose on the back of 

speculation that the US Federal Reserve may soon cut down on its bond buying, which also drove the US dollar to 

appreciate against its major currency peers.   

Global Equities 
 
Global equities markets ended mixed 

this week as western stock markets 

continued their seemingly impenetrable 

rally while investors in the eastern part 

of the world were discouraged by signs 

of a global economic slowdown.  

US equities continued last week’s surge 

amid unshakeable optimism in the 

market as investors cheered positive 

retail sales data and upbeat corporate 

earnings results. Interestingly enough, 

even disappointing economic data 

releases nearing the end of the week 

did little to dampen sentiment. Signs of 

a slowdown in economic growth fuelled 

hopes that the Federal Reserve would 

not be winding down on its quantitative 

easing measures in the near future. On 

a similar topic, Federal Reserve Bank 

of San Francisco President John 

Williams stressed during a speech this 

week that though the Fed could slow 

the pace of bond purchases as a result 

of the improving economy, it does not mean that they would be tightening monetary policy or reneging on their commitment to 

provide monetary support. Rather, the stance of monetary policy, he said, would still be extremely stimulatory.  

Equities markets in Europe were generally upbeat as well, buoyed by optimism in US markets. Any adverse reactions to soft 

economic data released during the week were countered by speculations that anemic growth in the region would incite the ECB to 

provide more quantitative easing measures. The week’s gains were only tempered by the weak housing and employment data 

released on Thursday.  

Reversing the upbeat trend were Asian stocks markets as investors in the eastern hemisphere grew cautious after Chinese 

industrial output and sales data were interpreted as a weak start to the second quarter. News that Beijing tightened regulations for 

developers looking to obtain pre-sales licenses for new housing projects only made the tone worse.  

Economic data releases for the week were a mixed bag, though negative news flows came mostly nearing the latter part of the 

week: 

 US retail sales climbed more than anticipated last April, improving by 0.1% from the downwardly revised -0.5% decline in 

February. Consumers spent more on discretionary items such as cars, clothes, electronics and appliance as the price of 

gas fell lower. Auto sales rose by 1%, coming back from a 0.6% decline in March, while clothing store sales increased 

1.2% and sales at general merchandise stores climbed 1.0%. Sales of building materials and garden supplies also rose 

significantly for the month.  

 Last April, US housing starts fell to a five-month low, slumping 15% to an annualized rate of 853,000. This was lower than 

the market estimate of 970,000, and much lower than the revised 1.02 million pace in March. Meanwhile, building permits 

09-May-13 16-May-13 % Change

MSCI World 1,495.74 1,508.02 0.82%

MSCI Europe 104.27 105.62 1.29%

MSCI Asia-Pacific ex-Japan 489.08 481.06 -1.64%

Dow Jones Industrial Average 15,082.62 15,275.69 1.28%

S&P 500 1,626.67 1,658.78 1.97%

Global Equity Performance
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soared to a five-year high, increasing 14.3% to a 1.02 million annualized rate in April. The figure exceeded the market 

estimate of 941,000. Though there appears to have been a pause in the housing sector recently, building permits 

exceeding housing starts indicates that construction will make a come-back as record-low mortgage rates and the 

improving jobs market attract more home buyers.  

 The number of Americans applying for jobless benefits last week jumped 32,000 to 360,000, the highest in five weeks, 

data from the US Labor Department showed. Analysts had only forecasted a rise to 330,000. Moreover, the Labor 

Department upwardly revised the previous week’s figure to 328,000 from an initially released 323,000.The increase in 

unemployment claims raised concerns that a slowdown in economic growth may have triggered an uptick in firings. The 

less volatile four-week moving average of claims also rose to 339,250 from 338,000 during the previous week.  

 Last April, industrial production in the US fell, with output declining by a seasonally adjusted 0.5%, lower than the market 

estimate of -0.2%. Likewise, capacity utilization fell to 77.8%, lower than the forecasted 78.3% from 78.3% last March. The 

report also stated that manufacturing output in the US fell 0.4%, the biggest decline since October. Output for motor 

vehicles and parts declined the most, falling by 1.3%, though a decrease was seen across most major categories.  

 Inflation in the US fell for a second month in April amid declining fuel costs. The consumer-price index dropped 0.4% 

marking the biggest decline since December of 2008, following the 0.2% decrease last March. Analysts had expected 

inflation to drop by only 0.3%. Meanwhile, core prices which do not include food and energy costs rose by 0.1%, also less 

than projected.  

 Reports from Japan showed the 1Q2013 GDP accelerated to 3.5% quarter-on-quarter. The strong number was attributed 

to robust consumption (+3.7%) and net exports (+16.1%) even as imports (+4.0%) grew at a weak pace. Conversely, 

business investment contracted for the fifth consecutive quarter (-2.6%). Analysts believed capital expenditures is likely to 

reverse starting 2Q2013 as exports grow and rising asset prices drive consumption. 

 Industrial production in the Euro-zone vastly improved last march, rising 1.1% month-on-month, beating the market 

expectation of a 0.5% increase. This was the strongest monthly increase since July of 2011. Meanwhile, output was down 

by only 1.7% year-on-year, marking the smallest contracting since August of 2012. For the first quarter of 2013, industrial 

production rose 0.3%, a huge comeback from the 2.1% contraction in 4Q2012. 

 The Euro-zone’s economic output shrank for a sixth consecutive quarter as recessions in France in Italy overshadowed the 

slight pick-up in Germany’s economy. The region’s GDP fell 0.2% quarter-on-quarter, lower than the market estimate of a 

0.1% contraction. 

Week-on-week, the MSCI World index rose 0.82%, led by the European region which gained 1.29%. The US market rallied as well 

with the Dow Jones Industrial Average index and the S&P500 index gaining 1.28% and 1.97%, respectively. Meanwhile, the MSCI 

Asia-Pacific ex-Japan index declined 1.64%. 

 
Global Bonds 

 
US Treasury prices fell for the week amid renewed concerns that the 
Federal Reserve would cut down on its bond buying during the second half 
of the year. Positive news flows from Europe further pushed down prices 
after Fitch ratings reportedly upgraded Greece’s sovereign credit rating by a 
notch to B-, previously CCC. Losses were only slightly recouped nearing the 
end of the week amid the release of downbeat economic data. Week-on-
week, the 10-year benchmark yield rose 7 basis points to 1.881%. 
 

Currencies  

 
The US dollar continued to appreciate against its currency peers throughout 

the week as positive economic data from the world’s biggest economy 

raised speculation that the Fed would wind down its quantitative easing 

program earlier than expected. On the other hand, the Japanese yen 

depreciated earlier during the week on the back of the BoJ’s aggressive 

stimulus measures, though managed to cut losses on Thursday as investors 

took the chance to lock in gains. The biggest loss for the week, however, 

was the Australian dollar as it slid below the $1 level against the US dollar 

amid falling commodity prices and quantitative easing measures by the 

US Treasury Yield Curve

Tenor 9-May 16-May  +/- bps

3m 0.036 0.025 -1.02

6m 0.071 0.071 0.00

2y 0.220 0.229 0.90

5y 0.749 0.789 4.08

10y 1.811 1.881 7.00

30y 2.993 3.098 10.50

Currencies 

10-May 17-May % Change

USD/PHP 41.120 41.195 -0.18%

EUR/USD 1.2989 1.2872 -0.90%

GBP/USD 1.5358 1.5238 -0.78%

USD/JPY 101.62 102.57 -0.93%

AUD/USD 1.0025 0.9746 -2.78%

USD/CHF 0.9568 0.9662 -0.97%

EUR/CHF 1.24317 1.24357 -0.03%

EUR/JPY 132.00 132.03 -0.02%
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Reserve Bank of Australia. Week-on-week, the US dollar gained 0.90% and 2.78% against the euro and the Australian dollar, 

respectively.  

 
The week ahead (May 20– May 24) 
 
Western markets rallied this week on the back of strong optimism over central bank actions, with even downbeat economic data 

failing to dampen sentiment. For the week ahead, we expect equities markets in both the US and Europe to consolidate gains made 

over the past few days, especially after the disappointing economic releases on Thursday. On the other hand, Asian markets will 

likely be on the lookout for more data releases, as investors trade cautiously amid concerns over the global economy. Data releases 

for the week ahead include US consumer confidence data and existing home sales.  
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Philippine Financial Markets 

 
The local equities market sustained its rally on the back of robust corporate earnings, but slid nearing the end of the week 
on MSCI rebalancing and profit-taking. Meanwhile, concerns of a possible halt of the Fed’s aggressive monetary stimulus 
measures weighed on demand for the local currency. On the local fixed income market, sideways trading was observed 
amid the lack of market-moving news.   
 

 
 
 

Local Equities 
 

The local equities market continued its rally from last week, breaching the 7,400 
level and hitting a new intra-day high of 7,403 still on the back of solid corporate 
earnings results.   Universal Robina Corporation (URC) reported first half of fiscal 
year 2013 profits of Php5.44 billion, 21.3% higher than last year due to lower 
prices of commodity inputs and healthy revenue growth. This week, San Miguel 
Corporation (SMC) slipped after the stock was removed from the MSCI 
Philippines Index, while Metro Pacific Investments Corporation (MPI) gained after 
it was added to the same index, effective May 31, 2013.  As the week closed, the 
market corrected on high valuations but welcomed newly listed Asia United Bank 
(AUB) with a 9.5% gain on its first day of trading.  Week-on-week, the index still 
managed to eke out gains of 0.24% to close at 7,279.87.  Foreign investors were net buyers at Php7.11 billion.   
 

Conglomerates 

 Listed conglomerate Ayala Corp. (AC) grew its net income by 29% to Php4.5 billion during the first quarter of 2013. 

The increase in earnings was mainly driven by its banking and property units as the Bank of the Philippine Islands and 

Ayala Land, Inc. posted strong earnings growth during the first quarter. Both companies made up 88% of AC’s equity 

earnings during the quarter, as BPI’s net income went up 43% year-on-year and ALI’s profits rose 30% to Php2.8 

billion. 

 GT Capital Holdings Inc reported that consolidated net earnings for the first quarter reached Php4 billion, up by 308% 

from Php1.3 billion posted in the same period a year ago. Likewise, the company’s core net income rose 112% to 

Php2.7 billion which was driven by strong revenues that registered at Php22.3 billion or 789% higher than Php2.5 

billion last year. The surge in revenues was mainly attributed to the increase in GT Capital’s direct ownership of both 

Global Business Power Corp. (GBPC) and Toyota Motor Philippines. 

Financials 

 Security Bank Corp. reported that its net income climbed by 11% to Php1.2 billion in 1Q2013 from Php1.1 billion 

registered in the same period a year ago. The bank’s total lending portfolio expanded by 21% to Php119.2 billion in 

the same period while deposits rose by roughly 22% to Php141.8 billion. Meanwhile, the bank’s non-interest income 

soared by 230% to Php1.1 billion with service charges, fees and commission climbing by 60% and income from trust 

activities rising by 22%. The bank added that gains from the trading portfolio also went up as it took advantage of the 

robust economy. 

Foods 

 Jollibee Foods Corp. (JFC) grew its net income by 29% to Php881 million from the Php682 million registered in the 

same period last year, amid strong same-store sales growth and improvement in operating margins. JFC CEO Tony 

Tan Caktiong said that the company’s same-store growth was due to higher consumer visits. He also said that the 

strong sales performance was due to the robust economy and election spending. According to another top company 

official, JFC’s planned network expansion in 2013, along its strong same-store sales performance, should result to a 

healthy sales growth both in the Philippines and abroad for the remainder of the year. 

 

 

10-May 17-May % Change

PSEi 7,262.38 7,279.87 0.24%

Philippine  Stock Exchange  Index
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Properties 

 Vista Land & Lifescapes Inc. (VLL) posted a 29% jump in its profits to Php1.34 billion in the first quarter. Its revenues 

rose 21% to Php4.86 billion with reservation sales climbing by 16% to Php11.76 billion in the same period. Vista Land 

Chief Finance Officer Ricardo Tan Jr. said that the firm’s reservation sales are close to Php12 billion, which confirms 

their reading that demand for housing all around the country continues to be very strong. He also said that 2013 

promises to be another record year for Vista Land, having already sustained the growth that it achieved last year and 

should be once again able to meet its full year targets. 

 
Philippine Bond Markets  

 
Following the euphoria over the country’s investment grade status, 
investors in the bond market decided to step back and reevaluate their 
current positions during the week. Furthermore, market players positioned 
ahead of the 5-year FXTN auction this coming Tuesday. Week-on-week, 
yields of local government securities were barely changed, dropping by 
only 5 basis points on average. The long-end of the curve declined the 
most, falling by 9 basis points   
 
 
 
 
Philippine Peso 

 
The Philippine peso weakened against the dollar as a raft of positive 
economic data from the world’s largest economy sparked talks of a 
possible winding down of the Fed’s aggressive monetary easing. Last 
week, mostly encouraging data sent yields of US treasuries higher, 
resulting to narrower spreads against its local counterparts. For the week, 
the local currency shed 7.5 centavos, to settle at 41.195.   
 
 
According to data released by the Bangko Sentral ng Pilipinas today, personal remittances for the month of March came out at 
US$1.9 billion, growing 3.7% year-on-year. This brought total remittances for the first 3 months of 2013 to US$5.6 billion, higher by 
6.2% against the comparable period in 2012. On the other hand, cash remittances, or remittances coursed through banks for the 
first quarter of the year registered at US$5.1 billion, 5.6% higher year-on-year. The strong remittances figure was mainly on the 
back of sustained demand for skilled Filipino workers overseas characterized by the 292,483 total approved job orders for the first 
quarter according to the Philippine Overseas Employment Administration (POEA). 
 
According to the Bangko Sentral ng Pilipinas (BSP), consumer loans grew by 15.29% to Php629.34 billion in 2012 from Php545.88 
billion posted in 2011. Out of the total consumer loans, residential real estate loans grew the strongest, rising by 19.78% to 
Php264.53 billion from Php220.84 in 2011. Meanwhile, auto loans registered at Ph159.88 billion, or 14.89% higher while credit  card 
receivables chipped in Php148.7 billion, up by 12.44%. 
 
The government is expecting that the information and communication technology (ICT) industry would be able to generate around 
US$50 billion worth of revenues by 2016 despite the continued appreciation of the Philippine peso. According to Deputy Executive 
Director of the Department of Science and Technology-Information and Communication Technology Office (DOST-ICTO) Monchito 
Ibrahim, the country’s information technology and business process outsourcing sector is looking to deliver revenues of rough ly 
US$25 billion while other ICT services like animation is expected to deliver the remaining US$25 billion. Moreover, IT-BPO 
industry’s revenues are expected to hit US$13 billion this year from US$11 billion last year, while its workforce is expected to rise to 
765,000 from 643,000. 
 
 
The week ahead (May 20– May 24) 
 

We expect the local equities market to trade range-bound with an upward bias next week now that all companies have released 
their earnings for first quarter. A possible rally next week though can come from investors positioning ahead of the 1Q13 GDP 
growth figure to be released at the last week of May (May 30). The central bank has expressed indications that the growth figure 
would come out strong. Immediate support level will be at 7,150, while our trading range is between 7,200 and 7, 450. 

T enor 10-May 17-May  Change

1m 0.66 0.66 0

3m 0.66 0.66 1

6m 0.68 0.68 0

1y 0.91 0.89 -2

2y 2.14 2.13 -1

3y 2.30 2.28 -1

4y 2.81 2.66 -15

5y 2.77 2.71 -6

7y 3.02 2.87 -15

10y 3.20 3.04 -16

20y 3.63 3.57 -7

25y 4.07 4.04 -4

Average -5

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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On the local fixed income market, investors will keep an eye on the 5-year FXTN issuance on Tuesday. Movements in both the 
peso and the fixed income markets will likewise be guided by statements of high-ranking government officials and research 
institutions regarding the performance of the local economy during the first quarter of the year.  


