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May 27, 2013 

Global Financial Markets 
 
It was a topsy-turvy week for global equities markets as investors speculated on whether or not the US Federal Reserve 

would wind down its quantitative easing measures, and if so, how they would go about it. Meanwhile, downbeat data from 

the Euro-zone and China dragged on investor sentiment. US Treasury prices were initially lower amid speculations of the 

QE3 being wound down, but gradually recovered on the back of renewed concerns over global economic health. 

Meanwhile, the greenback continued to march higher against its currency peers as the latest FOMC minutes indicated that 

at least “some” members of the Fed were open to winding down stimulus measures as early as June.   

Global Equities 
 
Global equities markets experienced a 

week filled with ups and downs, mostly 

driven by speculations on whether or 

not the Federal Reserve would wind 

down its bond-buying program in the 

near future.  

The US equities market started the 

week on a positive note, buoyed by 

upbeat consumer confidence data as 

leading economic indicators showed 

some improvement. However, 

sentiment was weighed down as 

investors mulled over the pace of the 

Fed's ongoing stimulus measures. The 

bigger drag, however, came 

Wednesday upon the release of the 

latest FOMC minutes, which indicated 

that a number of policy makers 

appeared willing to wind down the Fed's 

bond buying scheme as early as June. 

This was at odds with Fed Chairman 

Ben Bernanke's statements during an 

earlier commentary, wherein he only stated that there was a possibility they would be winding down their US$85 billion bond 

buyback program at one of their "next few meetings", should economic data continue to show improvement. Positive jobless claims 

and housing data released Thursday did little to reverse losses as these were offset by weak Chinese manufacturing data. 

European shares continued to breach multi-level highs mostly tracking earlier gains made in Wall Street earlier and as investors in 

the region remained optimistic that QE3 would continue. However, gains were erased later on as comments from the Fed's latest 

meeting minutes hinted to a possibility that QE3 might end soon and as weak Chinese manufacturing data ignited global growth 

concerns.  

Over in Asia, stock markets showed a similar trend as well, with investors anticipating and reacting to the release of the FOMC 

meeting minutes on Wednesday. However, markets were up earlier during the week on optimism over Japan's core machinery 

orders and speculation that the Chinese government would loosen restrictions on property sales by the end of the year. A broad 

sell-off in equities following a huge one-day correction of Japan's Nikkei (-7.3%) and weak Chinese data pushed stocks to end the 

week in red. 

Week-on-week, the MSCI world index slid 0.97%, led by the Asia-Pacific ex-Japan region, which waned 2.46% and the European 

Region which fell 1.26%. Meanwhile, US equities managed to end slightly higher with the Dow Jones Industrial Average index and 

the S&P500 index inching higher by 0.49% and 0.30%, respectively.  

Economic releases for the week were mixed, with a raft of weak data coming from the Asian and Euro-zone regions.  

16-May-13 23-May-13 % Change

MSCI World 1,508.02 1,493.44 -0.97%

MSCI Europe 105.62 104.29 -1.26%

MSCI Asia-Pacific ex-Japan 481.06 469.21 -2.46%

Dow Jones Industrial Average 15,233.22 15,307.17 0.49%

S&P 500 1,650.47 1,655.35 0.30%

Global Equity Performance
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 US consumer confidence rose this month to the highest level since July 2007 as rising home prices and the rallying stock 

market boosted over-all sentiment. The Thomson Reuters/University of Michigan preliminary index of consumer sentiment 

climbed to 83.7 from April 76.4. The rise in confidence indicated that by and large, Americans were slowly getting over the 

effects of higher taxes and federal spending cuts, which could threaten the jobs market.  

 Last April, existing-home sales rose slightly higher by 0.6% month-on-month to a seasonally adjusted annual rate of 4.97 

million. Though the increase was lower than the market estimate of a 1.4% monthly increase (4.99 million annual rate), the 

results were still the highest since November of 2009. On a yearly basis, sales climbed by 9.7%. Moreover, the median 

price of home sold leapt 11% year-on-year to US$192,800. This was the highest since August of 2008.  

 The Conference Board's gauge of the economic outlook over the next three to six months increased by 0.6% last April, 

higher than the market estimate of a 0.2% increase, and the downwardly revised 0.2% reported in March. Seven out of the 

index's 10 indicators drove the increase, including a sharp rise in building permits and a notable decline in the number of 

jobless claims. Meanwhile, the Conference Board's index of coincident indicators, which gauges current economic activity 

and tracks payrolls, incomes sales and production, also climbed 0.1% last month. 

 The Bank of America Corp. stated that China's trade surplus figure was actually at 10% of the officially reported US$61 

billion so far this year, after taking into account fake transactions that are used to camouflage hot money inflows. This 

means that the true surplus was only around US$6 billion, according to an analyst from the aforementioned bank, and 

would be the smallest for the 4-month (January to April) period since 2004.  

 According to the Bundesbank, the German recovery will likely recover at a stronger pace in the second quarter compared 

to the first quarter of 2013. However, it added that the region's festering debt crisis still posed a considerable risk. The 

central bank reported that an expected recovery in the construction segment following weather-related disturbances in the 

winter and positive indicators from the industrial sector supported their optimistic outlook.  

 Manufacturing in China contracted last May for the first time in seven months, further fuelling concerns that economic 

growth may be slowing down in the second quarter. A preliminary Purchasing Managers' Index released on Thursday by 

HSBC Holdings Plc and Markit Economics came out at 49.6, lower than the 50.4 final figure last April and market estimate 

of 50.4. Note that any reading below 50 indicates a contraction. 

 
Global Bonds 

 
US Treasury prices dropped following the release of upbeat economic data 
from the world’s largest economy, which left investors wondering whether or 
not the Fed would taper its bond-purchase program. Prices plunged even 
further after minutes of the latest FOMC meeting indicated that officials were 
willing to slow down the central bank’s bond purchases by June should the 
economy show a sustained recovery. However, losses were somewhat 
tempered on Thursday as a flight-to-safety stance was triggered by a one-
day correction in Japan’s stock market and renewed concerns on China’s 
slowing economy. Week-on-week, the 10-year benchmark yield rose 13.48 
basis points to 2.016%. 
 
Currencies  
 
The US dollar corrected for the week, declining against most of its currency 

counterparts following its earlier upsurge fuelled by speculations of an early 

end to the QE3. However, the latest FOMC meeting minutes released 

Wednesday did serve to temper the correction slightly. The minutes showed 

that some policy makers could be open to reducing the pace of bond 

purchases as early as their June meeting if economic growth shows a 

strong, steady path by then. Week-on-week, the US dollar pared 0.68% and 

0.92% against the Japanese yen and the euro, respectively.  

 
 
 
 
 
 

US Treasury Yield Curve

Tenor 16-May 23-May  +/- bps

3m 0.025 0.041 1.53

6m 0.071 0.076 0.51

2y 0.229 0.247 1.72

5y 0.789 0.891 10.16

10y 1.881 2.016 13.48

30y 3.098 3.191 9.30

Currencies 

17-May 24-May % Change

USD/PHP 41.195 41.595 -0.96%

EUR/USD 1.2839 1.2957 0.92%

GBP/USD 1.5169 1.5094 -0.49%

USD/JPY 103.21 101.58 1.60%

AUD/USD 0.9730 0.9661 -0.71%

USD/CHF 0.9727 0.9659 0.70%

EUR/CHF 1.24843 1.25154 -0.25%

EUR/JPY 132.51 131.62 0.68%
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May 27, 2013 

The week ahead (May 27– May 31) 
 
Movements of global markets this week were largely driven by speculations on the Federal Reserve’s next move regarding QE3 . 

Looking ahead, we expect global equities markets to continue trading with a downward bias, weighed down by concerns over the 

slowing economic growth in China and the still-ailing Euro-zone. Meanwhile, US Treasury prices could be recovering next week on 

these same concerns, while the US dollar will strengthen as investors adopt a risk-off sentiment and as the winding down of QE3 

prospectively draws closer. All eyes next week will be on more economic releases from the world’s biggest economy such as 

jobless claims and the Conference Board’s consumer confidence index. Improving indicators across the board could mean that the 

Fed’s stimulus measures would soon meet its demise. 
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May 27, 2013 

Philippine Financial Markets 

 
Speculation that the Federal Reserve might begin to tone down its QE3 led to sell-offs in both the local equities and fixed 
income market. News of a possible earlier demise to the Fed’s stimulus measures also weighed on demand for the local 
currency. 
  
 

 
Local Equities 
 

The local equities market started the week with an ascent on the back of news 
that the central bank would tighten access to the SDA facility, a move seen as 
positive by investors as it would add liquidity to the market. SM Prime Holdings 
(SMPH) led gains on news that it would develop another mall in Cebu worth 
Php5 billion by 2015.  At the latter part of the week though, the market lost 
ground following the sell-off in regional markets amid growing concerns that the 
US Federal Reserve would scale back its stimulus measures, and weak 
manufacturing data from China.  Week-on-week, the index lost 0.15% to close at 
7,268.91.  Foreign investors were net sellers at Php0.37 billion.   
 

Conglomerates 

 DMCI Holdings, Inc. reported that its net income surged to Php10.65 billion or roughly 3 times as much as the 

Php3.44 billion reported in the same period a year ago. The company attributed the increase to the one-time gain from 

the partial sale of its water business. MCNK JV Corp., purchased DMCI Holdings’20% stake in Maynilad Water 

Services, Inc. last February which was valued at Php8.35 billion. However, the company’s core net income fell by 31% 

to Php1.86 billion from Php2.67 billion primarily due to substantial decreases in coal, nickel and general construction. 

 LT Group, Inc. grew its net income by 54% to Php5.80 billion in the first quarter from Php3.78 billion in the same 

period a year ago. The company said the increase was mainly due to an increase in net income by Php2 billion from 

its banking and property sectors which cushioned against the lower net income contribution from the distilled spirits 

sector. Likewise, the company’s consolidated revenues rose by 14% year-on-year to Php17.68 billion in the January-

March period from Php15.54 billion last year. 

Financials 

 Philippine National Bank (PNB) reported that its net income surged by 112% to Php2.62 billion in the first quarter from 

Php1.24 billion registered in the same period a year ago. The bank attributed its improved performance to the 

country’s strong and favorable macroeconomic fundamentals which translated to a myriad of business opportunities 

and led to a more robust trading and investment market. The bank’s net interest income picked up by 41.98% to 

Php2.64 billion for the quarter from Php1.86 billion in the same period last year. Moreover, the bank also saw a boost 

from its merger with Allied bank as it noted that 80% of its lending business came from the corporate accounts of the 

latter. 

Properties 

 Megawide Construction Corp (MWIDE) reported that it has recently raised Php2.4 billion in an overnight equity 

placement to finance its construction and infrastructure projects. Last Monday, the company sold 118.73 million 

shares held by Citicore Holdings Investments, Inc. at Php20 per share. Megawide added that this transaction provides 

them with a wider capital base by tapping a broad spectrum of public institutional investors. 

Mining & Oil 

 The country’s largest oil refiner, Petron Corp., is planning to add roughly 5,000 gas stations to its total network of retail 

stations in the country in 3 to 4 years. The company stated that it has built 250 stations a year over the past 4 years. 

Furthermore, Petron stated that its expanding network significantly contributed to increasing its market presence and 

maintaining its leadership position. 

17-May 24-May % Change

PSEi 7,279.87 7,268.91 -0.15%

Philippine  Stock Exchange  Index
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T enor 17-May 24-May  Change

1m 0.66 1.57 91

3m 0.66 1.58 92

6m 0.68 1.58 91

1y 0.89 1.71 82

2y 2.13 2.50 38

3y 2.28 2.56 28

4y 2.66 2.72 5

5y 2.71 2.47 -24

7y 2.87 2.96 9

10y 3.04 3.11 7

20y 3.57 3.56 -1

25y 4.04 4.26 22

Average 37

Peso Yie ld Curve                                        

(PDST-F Reference Rates)

 

 
Philippine Bond Markets  

 
On the local fixed income market, prices of government securities went down 
in light of Federal Reserve Chairman Ben Bernanke’s statement that the 
central bank could start winding down its bond buyback scheme over the 
next few meetings if the labor market improvement started to show more 
improvement. Week-on-week yields climbed by an average of 36.61 basis 
points led by the short-end of the curve rising by 88.87 basis points. 
Likewise, the belly and long end of the curve escalated by 11.16 and 9.34 
basis points, respectively. 
 
The Bureau of the Treasury sold Php30 billion worth of 5-year Fixed Rate 
Treasury Notes during an auction last May 21. The notes were sold at a 
coupon rate of 2.125%, compared to the last 5-year FXTN auction held in 
November 2012, which had a coupon rate of 4.125%. Total bids amounted to 
Php57.92 billion. 
 
 
 
Philippine Peso 

 
The Philippine peso had a relatively quiet week until Thursday, when it weakened against the US Dollar on speculation that the US 
Federal Reserve would wind down its bond-buying program resulting to outflows from emerging market assets. Week-on-week, the 
local currency surrendered 40 centavos to close at 41.595. 
 
Last April, the country’s balance of payments (BoP) came out at a surplus as dollar inflows driven for the most part by remit tances 
and foreign investments exceeded outflows. According to the Bangko Sentral ng Pilipinas, the country’s BoP recorded surplus of 
US$274 million compared to the US$79 million deficit recorded in April 2012. For the first four months of the year, the BoP is at a 
surplus of US$1.81 billion higher by 56% from the US$1.16 billion recorded during the same period last year. 
 
The Bureau of Internal Revenue (BIR) reported that its revenue collection for the month of April amounted to Php148.99 billion, up 
by 28.19% from Php116.221 billion registered in the same period a year ago. The figure exceeded its target for April of Php142.66 
billion by 4.43%, which is in fact the first time that the agency met its target. Out of the total BIR collections for April,  Php145.64 
billion came from BIR operations while the remaining Php3.35 billion was from non-BIR operations or taxes due from government 
securities. 
 
As of the end of March 2013, the government’s outstanding debt rose to Php5.281 trillion, 3.78% higher than the Php5.089 tril lion 
posted for during the same month in 2012. However, the amount was lower than February’s Php5.325 trillion. Data released by the 
Bureau of the Treasury (BTr) showed that 36%, or Php1.875 trillion of the total debt, is owed to external creditors while the rest was 
owed to domestic lenders. The BTr added that the composition of the debt continued to improve in favor of domestic sources. True 
enough, the government’s domestic debt stock climbed by almost 13% compared to the same period last year, while foreign debt 
stock declined by 9.57%. 
 
The government has decided to retain its export target growth at 15%. Export Development Council (EDC) Executive Director 
Senen Perlada said that they remain optimistic that they can meet the 15% export growth target this year despite experiencing a 
decline year-on-year in its first quarter figure. Merchandise exports would have to increase by 15% to US$61.10 billion while service 
exports would have to go up by 5% to US$20.43 billion in order to achieve the target. Perlada added that the government should 
promote other products to make up for the weak performance of electronic products based from the last quarter’s figure. 
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May 27, 2013 

The week ahead (May 27– May 31) 
 

We expect the local equities market to trade upwards next week as we forecast a positive surprise on the result of the GDP growth 
figure, which will come out on May 30 (Thursday).  The central bank indicates a strong GDP growth figure and we remain optimistic 
that the country would reach AMTG’s full-year GDP growth forecast of 6.0-6.5%.  The market will also get its support from month-
end window dressing.  Trading range next week will be 7,200 to 7,400.   

On the local fixed income and currency markets, the much-awaited release of the 1Q 2013 GDP figure will weigh on both markets. 
Likewise, investors will continue to keep an eye on the developments off-shore especially from the recovering US Market and the 
still worrisome Euro-zone.  


