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June 03, 2013 

Global Financial Markets 
 
It was another tumultuous week for global equities as worries over the Fed tapering its bond-buying program coincided 

with mixed news flows from across the globe. The week’s biggest loss however, was Japan’s Nikkei 225 which corrected 

more than 10% in the span of a week. US Treasury prices continued to decline amid speculations on the Fed’s actions, 

while the US dollar fell back against its currency counterparts following the release of soft economic data from the world’s 

largest economy.   

Global Equities 
 
Global equities markets once 

again experienced a topsy-turvy 

week as continued concerns on 

the Fed tapering off its bond-

buying program were balanced 

out by positive economic data 

releases from both Europe and 

the US. Ironically, any soft 

economic data coming out of the 

world’s largest economy was still 

warmly received, as this kept 

hopes that the Federal Reserve 

would not be slowing down its 

stimulus measures anytime soon, 

afloat. Over in Europe, markets 

initially cheered a statement from 

the ECB that it would continue to 

be accommodative for as long as 

needed, but fell once more after 

the Organization for Economic 

Cooperation and Development 

released a dismal growth forecast 

for the region.  

Meanwhile, Japan’s Nikkei 225 (-13.04%) experienced a drastic but long-overdue correction during the week on the back of a rising 

yen, and this weighed on investor sentiment. 

Week-on-week, the MSCI World Index moved slightly lower by 0.11%, led by the Asia-Pacific ex-Japan region which lost 0.90% and 

the European region which gave back 0.17%. On the other hand, the Teflon-coated US equities market posted another weekly gain 

with the Dow Jones Industrial Average index and the S&P500 index rising 0.20% and 0.24%, respectively.  

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

 Durable goods orders in the US increased more than expected for the month of April, rising 3.3% after the 5.9% decline in 

March, and beating the market estimate of a 1.5% increase. The rise indicates that the world’s largest economy could get 

a boost in the second half of the year as business investment picks up. Analysts have stated that the report was consistent 

with the economy continuing to recover, albeit at a moderate pace.  

 US Home prices rose the most in 7 years last March, with the S&P/Case-Shiller index of property values increasing 10.9% 

year-on-year, as the housing sector's recovery picked up the pace. The increase was higher than the market estimate of a 

10.2% advance, and the upwardly revised 9.4% year-on-year increase recorded last February. On a quarterly basis, 

national home prices rose 10.2% in the first quarter of 2013 compared to the 7.3% increase during the 4th quarter of 2012. 

 Consumer confidence in the US rose to a 5-year high this month, as the Conference Board’s consumer confidence index 

rose to 76.2. This was higher than the market estimate of 71.2 and the upwardly revised 69.0 in April. It was also the 

highest print since February 2008. The improvement in Americans’ confidence came about as a result of a better outlook 

for the jobs market, rising home prices, and improved sentiment regarding business conditions.  

23-May-13 30-May-13 % Change

MSCI World 1,493.44 1,491.79 -0.11%

MSCI Europe 104.29 104.11 -0.17%

MSCI Asia-Pacific ex-Japan 469.21 464.98 -0.90%

Dow Jones Industrial Average 15,294.50 15,324.53 0.20%

S&P 500 1,650.51 1,654.41 0.24%

Global Equity Performance
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 The number of Americans seeking unemployment benefits climbed for the third time in four weeks. Initial jobless claims 

increased 10,000 to a seasonally adjusted 354,000, higher than the market estimate of 340,000, in the week ended May 

25. A Labor Department economist said that some parts of the overall claims figure was based on estimates, rather than 

actual figures, due to the Memorial Day holiday. The less volatile four-week moving average climbed 6,750 to 347,250.  

 According to the OECD, it sees the Euro-zone’s economy to contract 0.6% in 2013, compared to the 0.1% contraction it 

had projected November last year. The organization likewise stated that the combined GDP of its 34 members would likely 

grow only 1.2% this year, compared to the 1.4% growth it had initially projected. 

 Gerrmany’s GDP grew by just 0.1% quarter-on-quarter during 1Q2013 as growth was weighed down by declines in 

construction activity and investment due to the severe winter and dampened demand from the Euro-zone. Year-on-year, 

the country’s GDP fell by 0.2%, The report showed that whole household spending had risen 0.8% in the first quarter, 

public spending had fallen by 0.1%. Meanwhile, both imports and exports dropped by 1.8% and 2.1%, respectively. Euro-

area GDP growth, which was released earlier, shrank 0.2% for 1Q2013 extending the recession to six straight quarters.  

 Inflation in Germany rose for the month of May mainly due to a 5.3% year-on-year surge in food prices. The country’s 

annual rate of inflation climbed to 1.5%, higher than the market estimate of 1.3% and April’s 1.2%. The spike in food prices 

were attributed to the unusually poor weather, according to an economist at the statistics office. 

 Economic confidence in the Euro-zone climbed for the month of May, further indicating that the region may at last be 

emerging from its festering debt crisis. According to the European Commission in Brussels, an index of consumer and 

executive confidence rose to 89.4 from 88.6 last April. The figure was in line with the market estimate. The report likewise 

showed that a gauge of sentiment among European manufacturers rose to -13 from -13.8 last April while an indicator of 

services confidence rose to -9.3 from -11.1. Moreover, consumer confidence rose to-21.9 from -22.3. 

 
Global Bonds 

 
US Treasury prices continued to decline during the week, still under 
pressure from the Federal Reserve’s comments that they may slow down 
asset purchases if economic indicators show sustained growth. However, 
losses were somewhat tempered by the Treasury Department’s well-
received two-out-of-three auctions held during the week.   
 
Last Tuesday, the US Treasury Department’s US$35 billion auction of 2-
year notes saw weak demand, with the bid-to-cover ratio coming in at 3.05x, 
much lower than the 3.50x average over the last four auctions. The notes 
were sold at a yield of 0.283%, which was the highest since January. 
Treasury prices recovered from Tuesday’s losses as the US Treasury Department’s US$35 billion 5-year note auction met strong 
demand. The notes were sold at a yield of 1.045%, which was the highest since October 2011. Bid-to-offer ratio was at 2.79x, 
compared to an average of 2.83x. Indirect bidders, which are inclusive of central banks, bought 44.0% of the notes as compared to 
an average of 42.8% over the past four sales. Direct bidders, which include domestic fund managers, bought 23.3% against an 
average of 15.5%. The Treasury Department’s US29 billion 7-year note auction on Thursday likewise saw good demand as the 
securities drew a high yield of 1.496%, which was the most since March last year. The bid-to-cover ratio was at 2.70x, compared to 
the 2.67x average over the past 10 auctions. 
 
Week-on-week, the 10-year benchmark yield rose 9.53 basis points to 2.111% 
 
Currencies  

 
It was a quiet start to the week as US markets were closed Monday in 

observance of Memorial Day. However, the euro and managed to claw back 

lost ground against the greenback in the succeeding days as investors 

remained optimistic on the ability of the ECB’s interest-rate cuts to boost the 

economy. The US dollar also weakened against the Japanese yen as 

somewhat weak data nearing the end of the week fuelled speculation that 

the Fed would hold off winding down its stimulus measures. For the week, 

the Japanese yen and euro gained 0.25 and 0.87% against the greenback, 

respectively.  

 

US Treasury Yield Curve

Tenor 23-May 30-May  +/- bps

3m 0.041 0.025 -1.53

6m 0.076 0.061 -1.52

2y 0.247 0.293 4.66

5y 0.891 1.006 11.55

10y 2.016 2.111 9.53

30y 3.191 3.271 8.06

Currencies 

24-May 31-May % Change

USD/PHP 41.595 42.320 -1.71%

EUR/USD 1.2932 1.3044 0.87%

GBP/USD 1.5127 1.5230 0.68%

USD/JPY 101.31 101.06 0.25%

AUD/USD 0.9652 0.9674 0.23%

USD/CHF 0.9615 0.9538 0.81%

EUR/CHF 1.24325 1.24414 -0.07%

EUR/JPY 131.01 131.82 -0.61%
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June 03, 2013 

 
The week ahead (June 03 – June 07) 
 
Movements of global markets this week continued to hinge on speculations regarding the Fed’s next move. For the week ahead, 

were expect global equities markets to trade sideways with a slight upward bias as investors await fresh leads. US Treasuries will 

likely recover amid bargain hunting as prices have already fallen 1.8% in May. Meanwhile, the US dollar will likely continue to 

strengthen against currency counterparts as more positive news flow out of the US. Highlights for next week include US non-farm 

payrolls, jobless claims and manufacturing PMI. 
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June 03, 2013 

Philippine Financial Markets 

 
The local equities market substantially declined as overstretched valuations dragged down share prices. Meanwhile, 
global risk-off sentiment triggered by fears of the Fed gradually slowing down QE3 added to the mix and pulled down 
Philippine stocks. This also pushed yields of local government securities higher and caused the peso to weaken against 
the US Dollar. 
 
 
Local Equities 
 

The local equities market suffered its largest weekly loss on concerns of 
overstretched valuations and as global risk-off sentiment spilled over to the 
local financial markets further dragging on share prices. Likewise, the 
stronger-than-expected 1Q2013 GDP figure released Thursday failed to lift 
investors’ spirits. Foreign investors turned net buyers during the period, with 
net buying amounting to Php6.83 billion. Week-on-week, the PSEi shed 
246.96 points, or -3.40%, to close at 7,021.95.   
 
 

Conglomerates 

 Metro Pacific Investments Corp (MPIC) is expecting that its profits this year will be propelled by rate increases in its 

toll roads and utilities business. MPIC President and CEO Jose Ma K. Lim stated that they are experiencing strong 

volume growth so if they can get the toll rate increase and Maynilad Water Services Inc.’s rebasing, then the company 

should be fine for this year. For the month of April, sales volume of utilities Manila Electric Co. (Meralco) and Maynilad 

grew 9% and 6%, respectively. Metro Pacific Tollways Corp. (MPTC), meanwhile, rose by 8%. 

 San Miguel Corp. (SMC) was able to secure US$1 billion in loans from 5 different banks to finance its existing debts. 

Moreover, the conglomerate is looking to tap another US$200 million to maximize funding under the US$1.3 billion 5-

year loan agreement which includes a greenshoe option. The banks that SMC earlier secured its funding from are 

Australia and New Zealand Banking Group Ltd., DBS Bank Ltd., Deutsche Bank AG, Bank of America Merrill Lynch 

and Standard Chartered Bank. 

Financials 

 Security Bank Corp. expects its commercial loans to grow between 10-15% this year. According to Security Bank 

President and CEO Alberto S. Villarosa, growth will be driven by the company’s infrastructure, power projects as well 

as the related working capital to these industries. He added that these will relate to private loans as the company will 

be lending to the private sector which in turn will be involved in government-related projects. 

Properties 

 Rockwell Land Corp is allotting roughly Php30 billion for 2 multi-tower residential development projects. According to 

Rockwell President Nestor Padilla, the company has allocated around Php26 billion for 5 towers of the Proscenium in 

Makati and nearly Php3 billion for a 3.1 hectare lot in Cebu. He added that the company will continue to focus on 

Metro Manila as their main market but added that they are looking to make their mark in Cebu. 

Utilities 

 Manila Electric Co. (Meralco) reported that its sales for the first four months of the year rose by 3.2%. According to 

Meralco President and Chief Executive Officer Oscar Reyes, the power distributor’s sales surged by 9.2% in April after 

a lackluster first quarter. He added that the growth is mainly attributed to higher electricity consumption during the 

election period. 

 

 

24-May 31-May % Change

PSEi 7,268.91 7,021.95 -3.40%

Philippine Stock Exchange Index
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Philippine Bond Markets  

 
On the local fixed income market, prices of government securities plunged 
as profit-taking persisted, still triggered by speculation that the US Federal 
Reserve may begin to tone down its bond-buying program. The country’s 
strong GDP print which came out last Thursday, however, partially drove 
market players to the buying side. Week-on-week, yields climbed by an 
average of 32.87 basis points led by the short-end of the curve which went 
up by 58.29 basis points. Meanwhile, the belly and long-end of the curve 
increased by 9.91 and 37.25 basis points, respectively. 
 
 
 
 
 
Philippine Peso 

 
The US Dollar continued to appreciate against most of its currency 
counterparts, with the Philippine peso not being spared, on speculation that 
the US Federal Reserve would resort to gradually cutting back its 
quantitative easing. Week-on-week, the local currency surrendered 57 centavos to close at 42.260. 
 
 
GDP growth for the first quarter of 2013 came in at 7.8%, beating by far the median estimate of 6.0%. Economic expansion was 
supported by robust consumer (+5.1% year-on-year) and government spending (+13.2%) held up by investments in both 
construction and durable equipment. As stated by Finance Secretary Cesar Purisima, the Aquino administration's good governance 
campaign inspired greater investment spending and this was evident in private infrastructure spending which significantly rose, 
growing 30.7% year-on-year. Public construction spending likewise posted a healthy 45.6% year-on-year growth, likely on the back 
of election-related expenditures. Strong domestic demand helped offset weakness in exports, which fell at an annual rate of 7.0% 
owing to sluggish trade amid a fragile global economy. 
 
For the month of April, the government registered a record-breaking fiscal surplus figure of Php36.803 billion, or 18.6% higher than 
Php31.024 billion recorded in the same period a year ago. Revenues amounted to Php190.01 billion in April, up by 23.97% year-on-
year from P153.268 billion. Moreover, the surplus was able to trim down the year-to-date deficit to Php29.675 billion which is well 
below the Php41 billion ceiling set for the first four months of 2013. Finance Secretary Cesar V. Purisima said the increase in the 
fiscal surplus was attributed to the tax collection efforts particularly by the BIR. 
 
According to BSP Governor Tetangco, the country’s inflation rate could have risen by 2.2-3.1% this month, which was similar to the 
estimate made for the month of April. Higher prices of petroleum products, the impact of increased tuition fees and some food items 
which may persist until next month, may be tempered by downward adjustments in utility rates and the peso’s appreciation for the 
month, Governor Tentango added. Average inflation for the first four months of the year is at 3.1%, at the lower bound of the BSP’s 
targeted 3-5% range for 2013.  
 
According to the Department of Budget and Management, Php1.472 trillion or roughly three-fourths of the Php2.006 trillion national 
budget have already been deployed to the respective state agencies. Budget Secretary Florencio Abad said that an accelerated 
pace of spending, especially in infrastructure, is being implemented as he hopes that a large portion of the funds have already been 
utilized. Out of the total amount released, Php912.895 billion went to state departments, special purpose funds amounted to 
Php69.697 billion, and automatic appropriations totaled Php463.780 billion. 
 
Data from the Department of Tourism (DOT) revealed that tourist arrivals continued to grow in the first four months of the year to 
1.65 million, or 10.6% higher year-on-year. DOT Undersecretary Daniel Corpuz said that arrivals registered roughly 377,000 in April 
alone. Tourists coming from South Korea remains atop the list, followed by the US, Japan and China. Corpuz added that they 
expect Korean tourist arrivals to remain strong and continue to grow by more than 20%. He also said that they would need to 
intensify efforts to attract more tourists from other parts of the world in order to compensate the loss incurred from the Taiwanese 
government’s decision to impose a travel ban to the Philippines. 
 
 
 
 

Tenor 24-May 31-May  Change

1m 1.57 2.18 60

3m 1.58 2.18 60

6m 1.58 2.21 63

1y 1.71 2.21 50

2y 2.50 2.48 -2

3y 2.56 2.58 2

4y 2.72 2.63 -9

5y 2.47 2.62 15

7y 2.96 3.40 44

10y 3.11 3.54 43

20y 3.56 3.79 23

25y 4.26 4.71 45

Average 33

Peso Yield Curve                                       

(PDST-F Reference Rates)
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The week ahead (June 03 – June 07) 
 

We expect the local equities market to remain volatile starting the month of June as investors react to the SM group's 
announcement of the consolidation of assets under SM Prime Holdings. Moreover, we expect the PSEi to trade within a big range 
of 6,900 to 7,100 on the back of risk-off sentiment in the Philippines. However, given the strong first quarter GDP results however 
(+7.8% in 1Q2013) we expect the sell-off to be short-lived as valuations turn more comfortable. With the market losing as much as 
6% from its recent top, valuations are now more attractive at 17x P/E (2014 earnings). Furthermore, inflation for June should also 
help support sentiment as the CPI number should come within the BSP's 2.2% to 3.1% range for May. 

On the local fixed income and currency markets, the release of the inflation figure for the month of May as well as the gross 
international figures would most certainly drive investor sentiment. Meanwhile on the global economic front, investors will continue 
to be alert on market-moving news particularly from the US, Euro-zone, Japan and China. 


