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Global Financial Markets 
 
Global equities were mostly flat for the week as market players factored in a mixed bag of economic data and current 
events such as strong economic data released in the US and the escalation of the American-Iraqi conflict in the Middle 
East. US Treasury prices fell in the first half of the week before rallying towards the end mostly due to the stellar US 
Treasury 30-year bond auction that saw one of the largest allocations to buy-side investors. Meanwhile, the euro generally 
weakened against its currency peers following the spillover effect of the European Central Bank’s stimulus measures. 

 

Global Equities 
 

Global equities ended the week flat with 
mixed performances from developed 
markets amid varied economic data figures, 
a downgrade of the global growth outlook 
from the World Bank, and Iraqi conflict in the 
Middle East. The mixed movements in US 
share prices were driven by several positive 
factors including the narrowing budget 
deficit, optimistic expectations on small 
business growth, aggressive M&A activity, 
and consistent jobs growth, which were 
offset by negative factors such as lower-
than-expected retail sales growth, political 
instability in Congress, and the Iraqi conflict 
led by Sunni Militants seizing control over 
the key oil refining town of Baiji.  

Investors in the European market went 
bargain hunting as they viewed the region 
with optimism.  European share prices 
rallied to record highs for most of the week 
as investors viewed the new stimulus 
measures from the European Central Bank 
positively. Moreover, equities gained ground 
as investors focused on wins in the market’s 
defensive sectors, increased M&A 
speculation in the telecom space, and a 
higher-than-expected read on industrial 
production, which overshadowed weak data 
releases out in the US.  

Meanwhile, in Asia, markets were mostly up amid strong economic data releases in the US, the European Central Bank’s new 
stimulus measures, and country specific factors. Upswings in Asian share prices were mostly a result of tracking strong economic 
data in the US. Country specific factors also reinforced rallies in Asian markets such as stabilized global demand for Chinese 
products, an optimistic outlook on Japan’s growth rate, and Hong Kong’s favorable inflation data. These upswings were slightly 
affected by negative incidences such as the pessimistic World Bank global growth expectation, lower-than-expected retail sales 
growth and political uncertainty in the US, which slightly affected the region’s performance for the week. 

 

Week-on-week, the MSCI World index slightly declined by 0.01% led by the MSCI US decreasing 0.53%. Meanwhile, other indices 
showed that global markets gained momentum led by the Asia-Pacific ex-Japan as it increased 0.88% followed by Europe with a 
registered 0.83%. Despite the MSCI US decline, the Dow Jones Industrial Average index (DJIA) and S&P 500 index increased by 
0.05% and 0.18% respectively. 

Economic data releases for the week were mostly mixed, indicating the need for further evidence of sustainable growth in the US.  

 The US Labor Department announced that the American economy has finally surpassed its previous 
employment peak with non-farm payrolls advancing 217,000 jobs, which renews optimism for the country’s 
probable recovery.  The US economy has now posted its largest stretch in employment history since 
September 1999 to January 2000. Service sector jobs led the growth with the healthcare & social 

05-Jun-14 12-Jun-14 % Change

MSCI World 1,725.60 1,725.49 -0.01%

MSCI Europe 117.69 118.67 0.83%

MSCI Asia-Pacific ex-Japan 488.84 493.16 0.88%

Dow Jones Industrial Average 16,836.11 16,843.88 0.05%

S&P 500 1,940.46 1,943.89 0.18%
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assistance, retail, transportation & warehousing, manufacturing and construction adding 216k, 39k, 12.5k, 
16.4k, and 10k jobs respectively. 

 The Federal Reserve released information last Friday pertaining to aggressive credit card usage by US 
consumers. American consumers threw caution to the wind in April, as they racked up their credit card 
balances at the fastest pace in 13 years. The amount of outstanding revolving credit spiked US$26.85 
billion or 12.3%. Meanwhile, overall consumer credit, including student and car loans but excluding real 
estate loans, advanced at a 10.23% annual rate to US$20.85 billion. 

 The US Conference Board (CB) announced that its employment trends index advanced to 118.58 from a 
revised 117.32 in April, which was first reported as 117.77. The Board attributed the decrease in 
unemployment to the need for employers to expand its payrolls in light of the strengthening economic 
expansion. The CB employment trends index seeks to an aggregate of eight labor market indicators such 
as job openings data from the Bureau of Labor Statistics and industrial production figures from the Federal 
Reserve. 

 The US National Federation of Independent Business reported its Small Business Optimism Index rose 
1.4 points to 96.6 in May from 95.2 in April, which the highest reading since September 2007. This index is 
used as one of the leading indicators of economic growth, which suggests that this increase brings the US 
economy back to pre-recession levels. Moreover, small business owners share upbeat prospects over the 
next six months. 

 The US Commerce Department reported that retail sales rose less than expected in May. Retail sales 
advanced 0.3% month-on-month. While May figure was below the 0.6% increase market expected, April 
sales were revised to show growth of 0.5%. This revision helped keep growth forecasts intact. In May, 
consumers bought automobiles aggressively, as sales were particularly strong with an increase of 1.4% 
month-on-month. Consumers also spent on building materials, garden equipment and furniture. However, 
it is important to note that modest declines in sales were recorded at sporting goods shops, electronics 
and appliances stores, clothing retailers, restaurants, and bars.  
 
 

Global Bonds 

US Treasury prices lost ground for the first part of the week as investors 

focused on the solid US economic data releases, resulting in a risk-on 

sentiment which sapped demand for safe-havens. Prices declined as investors 

focused on signs of recovering growth in developed markets following the 

underwhelming 3-year and 10-year bond auctions and solid economic data out 

of Japan, Europe and the US. However, US Treasury prices rallied during the 

second half of the week  on the back of a 30-year bond auction that saw the 

largest ever allocation to buy-side investors. St. Louis Federal Reserve Bank 

President James Bullard said that he expects the Fed to raise short-term rates 

earlier than expected if the economy sustains a 3% growth rate for the rest of 2014, reaches an unemployment rate below 6%, 

continuously grows jobs by 200,000, and meets the inflation target of 2%. Week-on-week, the 5- and 10-year note yields increased 

by 5.83 and 1.27 basis points respectively, while the 30 year note yield decreased 2.61 basis points. 

 

 

Currencies  
The euro generally weakened relative to most of its major trading counterparts 
as investors awaited the European Central Bank (ECB) to implement the rate 
cuts and as strong economic data were released out of developed markets 
such as US and Japan. The depreciation of the euro is a result of optimism in 
other parts of the globe especially as the US continues to post solid economic 
data, which investors believe could force the Federal Reserve to raise interest 
rates. Furthermore, Japan’s upward revision of its first quarter GDP estimates 
supports the notion that the developed markets are on the way to sustainable 
growth. Investors shunned a positive read on industrial production in the Euro 
area, as they favored other currencies on the back of impending European 
rate cuts. Week-on-week, the euro lost 0.52% against the US dollar and 
1.11% against the Japanese yen. 

 

 

Currencies 

6-Jun 13-Jun % Change

USD/PHP 43.650 43.820 -0.39%

EUR/USD 1.3643 1.3572 -0.52%

GBP/USD 1.6802 1.6985 1.09%

USD/JPY 102.48 101.87 0.60%

AUD/USD 0.9333 0.9414 0.87%

USD/CHF 0.8936 0.8967 -0.35%

EUR/CHF 1.21920 1.21701 0.18%

EUR/JPY 139.80 138.26 1.11%

US Treasury Yield Curve

Tenor 5-Jun 12-Jun  +/- bps

3m 0.030 0.036 0.51

6m 0.051 0.061 1.02

2y 0.379 0.437 5.80

5y 1.625 1.683 5.83

10y 2.582 2.595 1.27

30y 3.436 3.410 -2.61
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The week ahead (June 16 – June 20) 

 

 Market movements this week were driven mostly by expectations of the US economic recovery as most data releases showed that 
the world’s largest economy is close to its pre-recession levels. For the coming week, we expect investors of global equities to take 
positions given the profit-taking seen in the latter part of this week, given more attractive valuations. We also forecast US Treasury 
prices to trade sideways at the beginning of the week ahead of the Federal Open Market Committee meeting (FOMC). Furthermore, 
we expect market players to continue to track US economic data specifically the release of the monthly industrial production index, 
consumer price index, FOMC meeting announcement and forecasts, and jobless claims. The euro will remain under pressure as 
most of its trading peers continue to present probable evidence of sustainable economic growth.  
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Philippine Financial Markets 

The local equities market rallied on foreign buying at the beginning of the week, but ultimately ended Friday just 
marginally higher after the World Bank cut its global growth forecast towards the end of the week. On the other hand, the 
local fixed income market closed flat as investors remained on the sidelines awaiting fresh leads from the market, and 
ahead of the FXTN auction, Monetary Board meeting, and FOMC meeting next week. The Philippine peso weakened 
against the US dollar following weak exports data for the month of April and mid-month corporate demand for the 
greenback.  
 
 
Local Equities  
    

The local equities market rallied at the start of the week on significant foreign 
buying.  Year-to-date, net foreign inflows have already reached the US$1 billion 
mark, above last year’s full-year figure of US$657 million.  The market corrected 
at the latter part of the week though after the World Bank cut its 2014 global 
growth forecast from 3.2% to 2.8%.   The index traded even lower after oil prices 
surged amid escalating violence in Iraq.  Overall, the index still managed to eke 
out a gain of 22.33 points, or 0.33%, closing the week at 6,784.95. Foreign 
investors were net buyers at US$3.09 billion. 

 
 

 
Holding Firms 

 Aboitiz Equity Ventures Inc. (AEV) is raising Php2 billion for the planned construction of a biomass power facility worth 
US$50 million. According to the regulatory filing, the conglomerate’s subsidiary, Aseagas Corp. entered into a notes 
facility and security agreement in the amount of up to Php2 billion with the Development Bank of the Philippines. The 
plant, which will be located in Lian, Batangas, will have a capacity of roughly 9,000 metric tons of biomethane per year 
and will be completed in 18 months. 
 

Consumer 

 Lucio Co-led Puregold Price Club Inc. (PGOLD) has teamed up with Japan-based Lawson Asia Pacific Inc. and 
Lawson Inc. to enter into the convenience store business in the country. The joint venture move by PGOLD was in line 
with the firm’s plan to boost its presence in the local retail market. PGOLD will have 70% controlling stake in the joint 
venture, while Lawson Inc. will take 30%. Moreover, the country will be Lawson Inc.’s third market in Southeast Asia 
after putting up 31 and 60 stores in Thailand and Indonesia, respectively. 

 
 

Industrial 

 For the first four months of the year, Del Monte Pacific Ltd. (DMPL) registered a net loss of US$42.8 million, mainly 
caused by one-off acquisition expenses. The acquisition expenses amounted to US$46.7 million after the firm 
completed its acquisition of the US-based Del Monte Foods, Inc. (DMFI) in February. Furthermore, DMPL recorded 
US$379 million worth of sales, US$292 million of which came from DMFI’s sales. Without the acquisition expenses, 
the firm would have recorded US$3.8 million of net income for the said period. The January-April accounting period 
was a “transition period” to adopt the 12-months-to-April Calendar of Del Monte Foods, Inc. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

6-Jun 13-Jun % Change

PSEi 6,762.62 6,784.95 0.33%

Philippine  Stock Exchange  Index
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Philippine Bond Market  

 
On the local fixed income market, yields were little changed during the holiday-
shortened trading week ahead of the Monetary Board meeting next week. 
Investors were cautious amid speculations of higher inflation and the possibility 
of US Treasury yields moving up following the FOMC meeting next Thursday. 
Week-on-week, yields rose by an average of 2 basis points led by the long-end 
of the curve, which rose by 8.67 basis points, and the belly, which climbed 1.60 
basis points.  
 
 
Philippine Peso 
 
The Philippine peso initially strengthened against the greenback on continued 
speculations of an interest rate hike from the BSP during its Monetary Board 
meeting scheduled Thursday next week. However, the local currency corrected 
following weak exports data for month of April, and as investors bought up the 
US dollar on mid-month corporate demand for the greenback. Week-on-week, 
the Philippine peso depreciated by 14 centavos to close at 43.790. 
 
According to Bangko Sentral ng Pilipinas (BSP) Governor Amando M. Tetangco. 

Jr., the M3 growth slowdown in April is within the expected path projected by the BSP. He added that the central bank sees the M3 

growth to reach normal levels in the second half of the year. Last April, M3 which is the broadest measure of money in the f inancial 

system, rose by 32.1%, slower than the revised 34.7% in March. 

 

The Philippine Statistical Authority (PSA) released data indicating the country’s merchandise exports slightly grew by 0.8% in April, 

as merchandise exports stood at $4.544 billion. The positive growth was mainly attributable to the increase of six major 

commodities including processed food & beverages, other mineral products, machinery & transport equipment, ignition wiring set & 

other wiring sets used in vehicles, aircrafts & ships, articles of apparel & clothing accessories, and woodcrafts & furniture. The top 

export destinations of the country are Japan, USA, China, Singapore, and Hong Kong accounting for 20.7%, 16.2%, 12.6%, 8.3%, 

and 8.1% of exports, respectively.  

 

The country’s foreign portfolio investments for the month of May grew by 5% month-on-month to US$2.0 billion, which was close to 

May 2013 figure. Outflows in May dropped by 8.1% to US$1.4 billion from last month’s US$1.5 billion. Net inflows improved by 68% 

to US$545 million from the previous month’s realized inflows worth US$325 million. Moreover, 75.2% of the aggregate investments 

were channeled to the local bourse particularly in properties, banks, holding firms, food and beverage, tobacco companies, and 

telecommunication firms, while 20.7% and 4.1% were invested in local government securities and Peso time deposits, respectively. 

The United Kingdom, Singapore, the United States, Hong Kong, and Luxembourg were the top source of investments, while the 

United States remained to be the top destination of outflows.  

 

According to the Bureau of the Treasury, the national government’s debt stock rose by 6.2% year-on-year to Php5.64 trillion in April, 

compared to the Php5.308 trillion recorded in the same month last year. On a monthly basis, April’s figure was also slightly higher 

than the Php5.63 trillion registered in March. Of the total debt, domestic liabilities accounted for 65% while 35% came from foreign 

creditors. Domestic debt stock was up 7.2% annually to Php3.69 trillion in April, while external debt rose 4.5% to Php1.95 trillion. 

 

The week ahead (June 16 – June 20) 

 
We expect the local equities market to trade sideways with a downward bias next week as investors await the outcome of central 
bank meetings both here and abroad.  Locally, the sudden spike in oil prices because of the violence in Iraq may put pressure 
towards an earlier rate hike if inflation suddenly rises.  In the US, investors will be watching for any guidance regarding the direction 
of monetary policy, pegged on the improvement of the world’s biggest economy.  Any indication of an earlier-than-expected rate 
hike will be detrimental for equities, especially for banks and property.  Trading range will be from 6,744.32 to 6,835.37. 

For the week ahead, we expect yields of government securities to trade sideways with a slight downward bias ahead of the 
scheduled FXTN auction as market players try to take positions. However, expectations of possible monetary policy tightening 
actions from the BSP in its upcoming meeting may exert upward pressure on yields. Trading will be dependent on the outcome of 

T enor 6-Jun 13-Jun  Change

1m 1.41 1.40 0

3m 1.28 1.27 -1

6m 1.55 1.49 -6

1y 2.06 1.99 -7

2y 2.89 2.82 -7

3y 2.91 2.94 3

4y 3.24 3.32 8

5y 3.79 3.81 2

7y 3.93 3.95 2

10y 4.09 4.18 10

20y 5.09 5.16 7

25y 5.23 5.33 10

Average 2

Peso Yie ld Curve                                          



 

June 16, 2014 

these two events, and the upcoming FOMC meeting on the 19th. On the other hand, the local currency could continue to strengthen 
as market players speculate on a possible rate hike from the BSP. 


