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June 10, 2013 

Global Financial Markets 
 
Global equities markets slid into negative territory this week amid fears on the US Federal Reserve’s next move on its QE 

program and concerns on the over-all global economic health following a raft of negative data points. Safe-haven US 

Treasury prices benefitted from the flight-to-safety sentiment, while the US dollar declined against most of its currency 

peers following the release of disappointing jobs and manufacturing data from the world’s largest economy. 

Global Equities 
 

Global equities markets nursed losses 

throughout the week as worries over the US 

Federal Reserve winding down its bond 

purchases coincided with a volley of 

downbeat data releases across the globe.  

The US equities market initially began the 

week positively as some downbeat 

manufacturing data sparked hopes that the 

Fed’s QE program would not be slowing 

anytime soon. However, from Tuesday 

onward, shares were mostly on a downward 

slope after some economists predicted that 

the stimulus measures could be tapered off 

as early as September and following the 

release of disappointing payrolls data from 

Automatic Data Processing, Inc.  

European shares had a bumpy ride as gains 

made on improving job numbers from Spain 

and upbeat data on the United Kingdom’s 

construction sector were countered by weak global manufacturing data and after the ECB stated that the region’s economic outlook 

was still weak, then downwardly revised its growth forecast for the Euro-zone, during its policy meeting on Thursday. Sentiment was 

pulled even lower as ECB President Mario Draghi said that the ECB was “technically” prepared to lower the bank’s deposit rate 

below zero for the first time. However, he added that it was not yet needed at the moment.  

The picture in Asia was not much brighter as market sentiment was dragged down by worries that rising inflation expectations and 

higher government bond yields would derail Japan’s recovery and as investors digested conflicting manufacturing data from China. 

Moreover, market players were unimpressed by the Japanese Prime Minister’s ambitious economic blueprint, which included 

among others a 2% annual GDP target for the next 10 years but failed to enumerate necessary details in its implementation. 

Week-on-week, the MSCI World index lost 2.47% led by the European region which pared 3.96% and the Asia-Pacific ex-Japan 

region which shed 3.11%. The Dow Jones Industrial Average and the S&P500 index also declined, losing 2.37% and 2.75%, 

respectively.  

Economic data releases for the week were mixed across the globe, though most pointed to a global economy that was still 

struggling towards recovery.  

 Consumer confidence in the US rose to the highest level in nearly six years on the back of a rising stock market and 

improving property values. The Thomson Reuters/University of Michigan final index of sentiment for the month of May 

rose to 84.5, much higher than April’s 76.4. The reading likewise stepped over the market forecast of 83.7, which was 

the gauge’s preliminary reading. The improving sentiment could help keep consumer spending up, especially after it 

declined for the month of April. 

 Last April, US consumer spending unexpectedly fell, posting the first decline in almost a year as income slowed. This 

indicated that the biggest contributor to economic growth would likely continue to struggle unless the job market 

improves further. Data released by the Commerce Department showed that purchases dropped 0.2% in April, 

30-May-13 06-Jun-13 % Change

MSCI World 1,491.79 1,454.91 -2.47%

MSCI Europe 104.11 99.99 -3.96%

MSCI Asia-Pacific ex-Japan 464.98 450.50 -3.11%

Dow Jones Industrial Average 15,324.53 14,960.59 -2.37%

S&P 500 1,654.41 1,608.90 -2.75%

Global Equity Performance
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June 10, 2013 

following a downwardly revised 0.1% gain in March. The report likewise showed that incomes remained unchanged 

while prices fell the most in over four years.  

 Last May, the US manufacturing sector posted its worst performance since the end of the recession. According to the 

Institute for Supply Management, its index of factory activity fell to 49, lower than April’s 50.7 and the market estimate 

of 51.0. It was also the lowest reading since June of 2009. Note that any figure below 50 indicates a contraction. All 

components of the index were weak, with current production and future orders dropping while employment levels were 

unchanged. Chairman of the ISM’s manufacturing survey panel Brad Holcomb stated that the report showed “at least 

a momentary lull in several sectors” of US factory production. 

 Last May, companies hired fewer workers than projected as federal budget cuts and increased taxes smothered the 

labor market’s improvement. Automatic Data Processing Inc. released a report yesterday showing a 135,000 increase 

in employment, following April’s downwardly revised 113,000 gain. Consensus estimate was for payrolls to increase 

by 165,000. Large companies (more than 499 employees) and medium-sized companies (50 to 499 employees) each 

added 39,000 jobs, while small companies (less than 50 employees) increased payrolls by 58,000.  

 Unemployment in the euro zone hit a fresh record high in April, with the jobless rate across the region rising to 12.2%, 

the highest since records began in 1995. This was in line with market expectations and higher than the 12.1% in 

March. The number of unemployed rose 95,000 to 19.4 million. Analysts expect that figure to top 20 million later this 

year. 

 Manufacturing output in the Euro-zone contracted less than initially projected last May, further highlighting ECB 

President Mario Draghi’s view that the region’s economy is slowly becoming stable. Financial data analyst firm Markit 

Economics stated that a gauge of manufacturing in the Euro-zone rose to 48.3 in May from 46.7 last April, higher than 

an initial estimate of 47.8. Note that any figure below 50 indicates a contraction. A separate report released by Markit 

likewise showed that a factory index in the US spiked to the highest in 14 months to 51.3 in May from 50.2 last April. 

 China's official (NBS) manufacturing Purchasing Managers Index rose to 50.8 in May, higher than the market estimate 

of 50.0 and the 50.6 in April. The index for input prices jumped to 45.1 in May from 40.1, while the new orders index 

inched up to 51.8 from 51.7 

Global Bonds 

 
US Treasury yields had mixed movements during the week, as speculation 
that the Fed could curtail its bond-buying program coincided with the release 
of disappointing economic data. ADP’s payrolls report, the regularly released 
unemployment claims and the US manufacturing sector all showed dismal 
results. Prices closed the week mostly higher as market players adopted a 
flight-to-safety stance ahead of the non-farm payrolls report to be released by 
the US labor department this Friday. Week-on-week, the 10-year benchmark 
yield lost 3.41 basis points to 2.077%. 

 
 
 
 
Currencies  
 
The US dollar posted declines against most of its currency counterparts 

during the week following consecutive releases of adverse jobs and 

manufacturing reports. It weakened significantly against the euro after ECB 

President Mario Draghi stated that though the ECB was technically ready 

for a negative benchmark interest rate, there was no need to use it as of 

yet. Meanwhile, the Japanese yen rallied the most since 2011 amid 

heightened volatility given speculations on the Fed’s next move. Market 

players were also concerned on the Bank of Japan’s control of Japanese 

money supply. Week-on-week, the greenback declined 1.82% and 2.33% 

against the euro and the Japanese yen, respectively.  

 
 
 

US Treasury Yield Curve

Tenor 30-May 6-Jun  +/- bps

3m 0.025 0.046 2.03

6m 0.061 0.071 1.01

2y 0.293 0.288 -0.55

5y 1.006 1.010 0.33

10y 2.111 2.077 -3.41

30y 3.271 3.245 -2.66

Currencies 

31-May 7-Jun % Change

USD/PHP 42.260 42.240 0.05%

EUR/USD 1.2999 1.3236 1.82%

GBP/USD 1.5198 1.5583 2.53%

USD/JPY 100.45 96.46 4.14%

AUD/USD 0.9571 0.9487 -0.88%

USD/CHF 0.9551 0.9292 2.79%

EUR/CHF 1.24140 1.22997 0.93%

EUR/JPY 130.64 127.67 2.33%
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The week ahead (June 10–June 14) 
 
Global markets were downtrodden this week amid continued worries over the Fed slowing its bond purchases and disappointing 

economic data points. For the week ahead, we expect markets to trade sideways with a slight upward bias on bargain-hunting 

following the substantial declines this week. Market players will remain cautious, however, as all eyes remain fixed on the FOMC’s 

next meeting to be held on June 18-19. Some of the Fed officials have motioned that they are open to slowing down the QE 

program as early as the upcoming meeting. Other data releases to watch out for are the US non-farm payrolls report and 

unemployment rate to be released Friday, which could also be used as a point for consideration in the Fed’s upcoming meeting.   
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Philippine Financial Markets 

 
The local equities market suffered a substantial weekly decline on continuous profit-taking fuelled by fears that the US 
Federal Reserve may begin to tone down its bond-buying program. Meanwhile, the local fixed income market exhibited 
sideways trading ahead of the Monetary Board meeting to be held next week. The Philippine peso gained back the 
previous week’s losses on weak US manufacturing data and as Moody’s signaled that it may soon award the country’s 
third Investment Grade rating. 

 
 
 

Local Equities 
 

The local equities market declined this week as the sell-off continued from last 
week’s concerns that the Fed would gradually slow down its quantitative easing 
program.  At the height of the correction, the index plunged by as much as 
11.29% from its peak of 7,392.20 achieved last May 15, 2013.  The market 
bounced back after hitting the 6,400 level, buoyed by bargain-hunting and 
speculations that the central bank would implement further monetary easing as 
they convenes for its policy meeting next Thursday.  Week-on-week, the index 
dropped by 320.00 points or 4.22%.  Foreign investors were net sellers at 
Php8.43 billion.  
 
 

Conglomerate 

 Pangilinan-led Metro Pacific Investment Corp. (MPI) acquired 51% ownership in De Los Santos Medical Center Inc., 

making MPI the largest private hospital group in the country. The transaction will allow MPI to manage the Php250 

million rehabilitation plan for the hospital that will build more rooms for patients, develop operating rooms and 

diagnostic centers, and purchase new medical equipment.  The medical center appointed Raul Pagdanganan, who 

holds  several senior executive positions in the Pangilinan-led  MPIC and PLDT Group of Companies, as President 

and Chief Executive Officer. 

 San Miguel Corp (SMC) expects 75% of its revenues to come from new businesses in the next 3-5 years. These new 

businesses of SMC are as follow: SMC Global Power Corp., Petron Corp. and a minority stake in Manila Electric Co. 

(Meralco). The company is also operating the Caticlan Airport and the Skyway with the construction of Tarlac-

Pangasinan-La Union Expressway and Ninoy Aquino International Airport (NAIA) Expressway. In fact, SMC Chief 

Finance Officer Ferdinand Constantino stated that around 70% of the company’s revenues are already drawn from the 

new businesses. 

Mining & Oil 

 Semirara Mining Corp. is looking to spend around Php148 million for coal exploration in Oriental Mindoro after being 

awarded a coal operating contract from the Energy Department. The firm said that the contract involves a 2 year 

exploration phase starting from the effective date of contracts from its signing and execution. Moreover, exploration 

may be extended for another 2 years. 

Properties 

 Vista Land & Lifescapes Inc., (VLL) reported that it is raising its capital expenditure to around Php20 billion this year in 

order make the most out of the increasing demand for house and lot units. Vista Land Chairman and Founder Sen. 

Manuel B. Villar said that they are preparing to launch 14 new projects in the next 2-3 months. For the year, 

meanwhile, the company will introduce around Php30 billion worth of projects offering 15,000 residential units which is 

more than the Php25 billion and 12,000 units last year. 

31-May 7-Jun % Change

PSEi 7,021.95 6,701.95 -4.56%

Philippine  Stock Exchange  Index
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Philippine Bond Markets  
 
On the local fixed income market, sideways trading was observed as 
bargain-hunting in the intermediate tenor bonds early on was countered by 
sell-offs in the long-tenor bonds towards the conclusion of the week. On 
average, yields climbed by an average of 3.02 basis points led by the long 
end of the curve which increased by 8.84 basis points. 
 
 
The Bureau of the Treasury (BTr) sold Php20 billion worth of Treasury Bills 
during an auction last June 3. The total amount awarded was composed of 
Php4 billion worth of 91-day bills with an average yield of 0.900%, Php6 
billion worth of 182-day bills at an average yield of 1.000%, and Php10 billion 
worth of 364-day bills at an average yield of 1.250%. The government 
received tenders totaling Php35.83 billion, roughly 1.5x the amount offered.   
 
 
Philippine Peso 
 
The Philippines rebounded from previous week’s downtrend following hints 
from Moody’s of a possible credit rating upgrade in the near term, after 
stating that the budget surplus recorded in April and impressive GDP growth 
were credit positive. Likewise, weak manufacturing data from the US suggested that the US Federal Reserve may hold off its bond-
buying program. However, investors took advantage of the peso’s recent strength and took profits nearing the end of the week as 
players continued to be wary of a possible winding down of QE3. Week-on-week, the local currency gained 2 centavos to close at 
42.240. 
 
The country’s annual inflation rate for the month of May was recorded at 2.6% year-on-year, lower than the market estimate of 2.8% 
and in line with the previous month's 2.6% print. This brought the average year-to-date inflation to 3.0%—at the low end of the 
BSP's 3% to 5% target. Inflation was benign as price increases in food and non-alcoholic beverages (+2.4%), utilities and oil prices 
(+1.5%) were countered by milder increases in the price indices of clothing (+3.5%), health (+2.7%), alcoholic beverages and 
tobacco (+31.1%) and communication (+0.1%). 
 
Data from the Bureau of the Treasury (BTr) showed that state borrowings reached a total of Php50.155 billion in April, up by 
124.06% from the Php22.367 billion registered in the same month in 2012. Out of the total government borrowings, majority of it 
was sourced from domestic creditors, amounting to Php47.229 billion during the month from Php21.72 billion posted in the same 
period a year ago. Moreover, the government floated around Php11.2 billion worth of Treasury Bills while Fixed Rate Treasury 
Bonds contributed Php36.029 billion. Meanwhile, external borrowings rose to Php2.886 billion in April from Php647 million last year 
with more project and program loans coming in during the month. 
 
According to the Department of Budget and Management, infrastructure spending rose by 44.6% year-on-year as of April to 
Php75.2 billion from the Php52 billion recorded a year ago. With this, the amount now accounts for roughly one-fourth of the full-
year infrastructure spending program of Php279.1 billion. Contributing to the increase are the Public Works Department’s spending 
of approximately Php40 billion;  the government’s maintenance and other operating expenditures going up by 30.4% to Php97.9 
billion from January to April compared to the Php75.1 billion registered a year ago. Furthermore, disbursements for personnel 
services grew by 11% to Php177.7 billion. Budget Secretary Florencio Abad said that the disbursement performance affirmed that 
the government is on track to fulfilling its goal of strengthening the country’s infrastructure base. 
 
According to the Bangko Sentral ng Pilipinas (BSP), universal and commercial banks continued to be well-capitalized in 2012, 
despite having a lower capital adequacy ratio (CAR) of 17.28% in December compared to the 17.95% in September. Meanwhile, 
the industry CAR, which is inclusive of subsidiary banks and quasi-banks, came in at an average of 18.35% at end-2012, compared 
to the 3rd quarter figure of 19.01%. The BSP further stated that the decline in CAR values was due to risk-weighted assets 
increasing at a faster pace than qualifying capital. However, it added that the industry’s CAR figures indicate that universa l and 
commercial banks continued to be mindful of the importance of setting aside sufficient capital 
 
38 out of the 158 government-owned and-controlled corporations (GOCC) remitted roughly Php28 billion, or higher than Php19 
billion year-on-year. The Governance Commission for GOCCs reported that the Land Bank of the Philippines led firms that remitted 
dividends, with a total of Php6.241 billion, while the Development Bank of the Philippines contributed Php3.166 billion. Chairman of 
the Governance Commission for GOCCs Cesar L. Villanueva said that the 38 firms who remitted dividends are considered to be the 
exemplars of fiscal discipline in government corporate sector. 

T enor 31-May 7-Jun  Change

1m 2.18 2.21 4

3m 2.18 2.21 3

6m 2.21 2.22 1

1y 2.21 2.22 1

2y 2.48 2.53 5

3y 2.58 2.61 3

4y 2.63 2.70 7

5y 2.62 2.62 0

7y 3.40 3.27 -13

10y 3.54 3.57 3

20y 3.79 3.77 -2

25y 4.71 4.97 26

Average 3

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (June 10–June 14) 
 

We remain bullish on the Philippine equity market despite the recent sell-off as the macro environment remains supportive and 
corporate earnings are robust. This positive view is supported by Moody’s recent credit outlook, where it highlighted the Philippines’ 
impressive economic growth, continued budget surplus and successful mid-term elections.  For next week, we expect the market to 
trade higher on bargain hunting following the substantial losses over the past few days.  Support would come from expectations of 
further monetary easing by central bank, whose officials are set to meet for their policy meeting next Thursday.  Trading range next 
week will be from 6,600 to 6,900. 

On the local fixed income and currency markets, we expect sideways trading ahead of the Monetary Board Meeting by the BSP on 
June 13. Investor sentiment will also continue to hinge on external developments such as the US Federal Reserve Policy Meeting 
and economic data releases from the US, Euro-zone, Japan and China. 


