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June 17, 2013 

Global Financial Markets 
 
It was another rough week for global equities markets as concerns over global stimulus measures coincided with the rout 

in Asian markets dragged on investor sentiment. US Treasury prices also fell amid three mediocrely-received debt 

auctions, while the US dollar declined against most of its major trading counterparts as speculations on the Fed’s 

stimulus plans sparked volatility in the currency market. 

Global Equities 
 

Global equities markets continued to tumble 

this week amid recurring concerns over 

global central banks pulling the brakes on 

additional stimulus measures and as the 

World Bank cut its global growth forecast. 

From the 2.4% growth it had initially projected 

last January, the Bank now expects a slower 

2.2% global economic expansion for 2013. 

Sentiment was likewise dragged down by the 

seemingly endless rout which initially began 

in the Japanese stock market (-3.55%) but 

eventually spread to other Asian equities 

markets including Thailand (-8.54), Indonesia 

(-11.62%) and the Philippines (-11.16%).  

US equities began the week already in the 

red as investors consolidated gains made 

from higher-than-expected payrolls data 

released last June 7, and the downtrend 

continued amid worries over the upcoming 

FOMC meeting, which could bring news of a 

'tapering down' of the Fed's QE program. 

Losses were tempered however, as the stock 

market rebounded Thursday following the release of upbeat unemployment claims and retail sales data.  

European shares were likewise down on stimulus measure concerns as well as weak data from Italy. The Italian economy shrank 

more than expected for the first quarter of the year, contracting 0.6% on a quarterly basis compared to the previous quarter's -0.5% 

decline. On the other hand, industrial production in the Euro-zone climbed for a third month last April, rising 0.4% month-on-month 

against the market estimate of a 0.0% increase. On an annual basis, however, industrial production was down 0.6%. 

Over in Asia, markets began the week on a positive note following strong US non-farm payrolls data, which, though strong enough 

to beat estimates, was not nearly as impressive to reignite fears on a premature tapering off of the Federal Reserve's bond 

purchases. Also worth highlighting was Japan's larger-than-expected current account surplus of ¥750 billion (US$735 billion) in April 

(Market Estimate: ¥310 billion surplus) and an upward revision on the nation's 1Q2013 GDP boosted risk appetite. However, 

sentiment turned sour once again amid concern that central banks from Tokyo to Washington were more and more hesitant to add 

stimulus. Last Tuesday, the Bank of Japan decided to keep the size of its asset purchases and its key policy rates unchanged. The 

decision highlighted the fact that there remained a large uncertainty regarding the future of the Japanese economy.  

Week-on-week, the MSCI Word index managed to pick up 0.64%. However, both the European region (-0.38%) and the Asia ex-

Japan region (-3.86%) posted weekly declines. US equities were also found in the red, with the Dow Jones Industrial Average index 

and the S&P500 index losing 0.30% and 0.62%, respectively. 

Economic releases for the week were once again a mixed bag, though data from the world's largest economy were mostly positive. 

 The US labor market continued to show some signs of improvement last May as employers took on more workers 

than expected. Payrolls in American firms climbed 175,000, following a downwardly revised 175,000 increase last 

06-Jun-13 13-Jun-13 % Change

MSCI World 1,454.91 1,464.26 0.64%

MSCI Europe 99.99 99.61 -0.38%

MSCI Asia-Pacific ex-Japan 450.50 433.11 -3.86%

Dow Jones Industrial Average 15,040.62 14,995.23 -0.30%

S&P 500 1,622.56 1,612.52 -0.62%

Global Equity Performance
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June 17, 2013 

April. Median forecast was for employers to add only 163,000 payrolls. Meanwhile, the unemployment rate rose to 

7.6% from 7.5%, data from the Labor Department showed. The rise was due to a surge in the number of people 

entering the work force for the first time, outnumbering to positions available.  

 According to the Conference Board, its compilation of labor-market indicators rose in May for the first time in three 

months, with its employment trends index rising to 111.76 from a downwardly revised 111.11 last April. Year-on-year, 

the index climbed 3.0%. However, Gad Levanon, director of macroeconomic research at the board stated that while 

the increase in the Employment Trends Index this in May reversed the small declines of the previous months, the 

growth still remains weak. He added that taken with other recent indicators of economic activity, a significant 

improvement in employment growth is unlikely this summer.  

 The number of Americans filing for unemployment benefits dropped for a second straight week. For the week ended 

June 8, initial jobless claims fell by 12,000, to a seasonally adjusted 334,000, lower than the market estimate of 

346,000. The less-volatile four-week moving average of claims likewise fell 7,250 to 345,250. Meanwhile, claims 

which were drawn by workers for more than a week edged slightly higher by 2,000 to 2,973,000 for the week ended 

June 1. 

 Last May, sales of retail and food-services rose by 0.6% month-on-month, beating the market estimate of a 0.4% 

increase, to a seasonally adjusted US$421.15 billion. On a yearly basis, sales climbed 4.3%. The increase was driven 

by purchases of cars and trucks. Vehicles and parts sales climbed 1.8%, the best performance for the segment in six 

months. Not including automobiles, retail sales rose 0.3%, meeting the market estimate. Moreover, consumer 

spending was observed at grocery and general-merchandise stores and the internet. Meanwhile, sales at gasoline 

stations fell 0.2% on a seasonally adjusted basis even though fuel prices had increased during the month. 

 The US budget deficit for the first eight months of the fiscal year starting October 1, 2012 came out to a total of 

US$626.33 billion, more than 25% lower year-on-year. This puts the government on track to post its narrowest budget 

deficit in 5 years. Note that the last time the budget deficit was below US$1 trillion was in 2008. Year-to-date, outlays 

amounted to US$2.427 trillion from the US$2.408 trillion during the same period a year earlier. Meanwhile, the 

government's receipts rose by around 15% to US$1.801 trillion due to higher payroll taxes and higher household tax 

rates for those making more than US$450,000. For the month of May, budget deficit was at US$138.73 billion, slightly 

lower than the market estimate of US$139.0 billion.  

 Value-added industrial output in China rose 9.2% year-on-year last May, slightly lower than the market estimate of a 

9.4% increase and following the 9.3% increase in April, data from China's National Bureau of Statistics showed last 

Sunday. 

 Before markets opened Monday, the Japanese Cabinet Office reported that its 1Q2013 GDP was revised upward to 

4.1% from 3.5% previously. On a quarterly basis, GDP rose 1% in the first quarter, beating the 0.9% market estimate 

of analysts surveyed by Dow Jones. 

Global Bonds 

 
US Treasury prices fell for the week, mostly weighed down by three 
consecutive debt auction that were met with tepid demand. 

Tuesday’s auction of US$32 billion worth of three-year notes drew the lowest 
demand since 2010. Primary dealers purchased 58.4% of the notes, 
compared to an average of 53.9% over the past 10 auctions. On the other 
hand, indirect bidders or those which include foreign banks, bought 33.1% of 
the offering, higher than the 25.9% registered over the past 10 auctions. Direct 
bidders purchased only 8.4%, the lowest since August 2012.  

On Wednesday, the Treasury Department’s US$21 billion 10-year note 
auction drew a yield of 2.209%, the highest in months. Its bid-to-cover ratio 
was at 2.53x, the weakest since August of last year.  

Thursday’s auction met more or less the same results as the Treasury Department’s 30-year bond auction received lukewarm 
demand. Yesterday, the US Treasury Department auctioned off US$13 billion worth of 30-year bonds. The bid-to-cover ratio was at 
2.47, compared to an average of 2.58 over the past 10 sales. The average yield came out at 3.355%, the highest since March 2012. 

 
 
 
 
 
 

US Treasury Yield Curve

Tenor 6-Jun 13-Jun  +/- bps

3m 0.046 0.041 -0.50

6m 0.071 0.076 0.51

2y 0.288 0.282 -0.56

5y 1.010 1.055 4.54

10y 2.077 2.149 7.20

30y 3.245 3.317 7.22
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Currencies  
 
The US dollar was once again battered this week as continued speculation 

on the Fed’s stimulus plans sparked volatility in the market and pushed 

investors to loosen bearish positions on the Japanese yen. The yen was 

further boosted as Japanese investors were disappointed with the BoJ’s 

monetary-easing efforts, causing them to retreat from foreign investments 

that would have pushed down their local currency. In other news, the euro 

strengthened against the greenback following the release of better-than-

expected industrial production data from the region, though pared gains 

slightly as optimistic unemployment claims and retail sales data were 

released from the World’s largest economy. Week-on-week, the US dollar 

weakened by 0.82% and 2.65% against the euro and the Japanese yen, 

respectively. 

 
 
 
The week ahead (June 17–June 21) 
 
This week, global markets were browbeaten as investors continued to mull over global stimulus measures. For the week ahead, we 

expect equities and bond markets to trade sideways with a slight upward bias amid bargain-hunting ahead of the FOMC meeting to 

be held on June 18-19. The US dollar’s movements will also be dependent on the outcome of the meeting, and is expected to trade 

sideways until then. Economic releases for the week ahead include consumer confidence, existing home sales and industrial 

production data from the world’s largest economy.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Currencies 

7-Jun 14-Jun % Change

USD/PHP 42.240 42.810 -1.33%

EUR/USD 1.3218 1.3327 0.82%

GBP/USD 1.5558 1.5630 0.46%

USD/JPY 97.56 95.04 2.65%

AUD/USD 0.9497 0.9599 1.07%

USD/CHF 0.9360 0.9244 1.25%

EUR/CHF 1.23725 1.23204 0.42%

EUR/JPY 128.96 126.66 1.82%
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Philippine Financial Markets 

 
Renewed fears that the US Federal Reserve may tone down its bond-buying program shook the local financial markets, 
triggering a massive sell-off on local bourses, pushed yields higher and dragged the Philippine peso. The lower-than-
forecasted exports figure further dampened market sentiment. 
 

 
 

Local Equities 
 

The local equities market started the week with a gain following the bounce 
from last week’s correction but continued its downtrend for the rest of the week 
as investors lightened up on peso-linked assets after the local currency’s 
depreciation to a 12-month low.  The week also saw the biggest decline of 
6.75% (442.57 points) in one day, the most since October 2008, after the World 
Bank reduced its global growth outlook (global economy likely to grow 2.2% this 
year, from January forecast of 2.4%) and amid concerns on reduction of global 
stimulus measures. Week-on-week, the index dropped 459.69 points or 6.86% 
lower.  Foreign investors were net sellers at Php2.35billion. 
 
 

Foods 

 San Miguel Corp. (SMC) has recently entered into an agreement to acquire the remaining 51% stake of Philippine 

Airlines (PAL) which is owned by the LT Group. According to SMC President and Chief Operating Officer Ramon Ang, 

the transaction would be conducted through other units and not directly with the conglomerate itself. SMC already 

owns 49% of PAL and has gained management control over it. It looks turn the airline company back to profitability by 

2014. 

Power 

 Listed energy firm Aboitiz Power Corp. (AP) has begun to construct its planned 14-megawatt hydropower project in 

the Mountain Province. This was according to the firm’s first quarter financial report, which also stated that the project 

was granted all permits and licenses in the first quarter of 2013. According to AP, the project is being assumed by 

Hedcor Inc., its subsidiary through Hedcor Sabangan Inc. and will obtain its water requirement from Chico River. The 

project will be completed in approximately 24 months, having commenced construction in May 2013 

Properties 

 Megaworld Corp. said that it has recently secured full control of subsidiary Suntrust Properties, Inc. after buying the 

shares of its other units. The firm has acquired the stake of Empire East Land Holdings, Inc and Suntrust Home 

Developers, Inc. in an affordable housing developer Suntrust Properties, which makes it a wholly-owned subsidiary. 

Megaworld purchased 393,750,000 shares of Suntrust Propeties totaling Php589,046,062.50. Meanwhile, Empire 

East sold 315,000,008 shares for Php471.236 million. Moreover, Suntrust Home Developers was able to sell 

78,749,992 shares for Php117.8 million 

 Century Properties Group recently reported that it secured a loan facility worth roughly Php4 billion. The facility 

targeted both domestic and international banks and was able to receive commitments both in US dollars and 

Philippine pesos. Proceeds will be used to fund the company’s three-project developments. Century Properties Chief 

Financial Officer Jose Carlo R. Antonio said that this long-term loan facility accomplished several milestones for the 

company such as: lowering its cost of debt as the facility significantly brings down financing costs; securing working 

capital needs of seven pre-sold projects that are targeted to be turned over in 2015 to 2017; and providing financial 

flexibility. 

7-Jun 14-Jun % Change

PSEi 6,701.95 6,242.26 -6.86%

Philippine  Stock Exchange  Index
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Philippine Bond Markets  

 
The sell-off persisted on the local fixed income market as fears that the US 
Federal Reserve may taper off its US$85 billion bond-purchasing scheme 
continued to haunt global markets. In addition, investors adopted a bearish 
stance ahead of the BSP’s monetary board meeting last June 13. Week-on-
week, yields climbed by an average of 15 basis points led by the belly which 
rose by 24.98 basis points. Likewise, the long- and short-end of the curve 
escalated by 11.09 and 6.03 basis points, respectively. 
 
 
 
 
Philippine Peso 

 
The Philippine peso fell last week, pushing it to the 43-level in the middle of 
the week as upbeat economic data releases from the US reignited fears that 
the US Federal Reserve may slow down its Quantitative Easing. Moreover, 
investors adopting a risk-off scheme ahead of the monetary board meeting 
and the lower-than-expected exports figure. Towards the end of the week, 
the peso appreciated back to the 42-level on renewed interest in the local financial markets as foreign flows were seen somewhat 
returning to the local equities market. Week-on-week, the local currency surrendered 57 centavos to close at 42.810. 
 
 
The Bangko Sentral ng Pilipinas maintained the benchmark interest rate and special deposit account rate at 3.5% and 2.0%, 
respectively, as capital outflows from the Southeast Asian region have weakened the equities market and local currency. As of this 
month, overseas investors pulled out US$2.7 billion worth of assets from the Philippine, Indonesian and Thai stock markets. Against 
this backdrop, the Philippines, South Korea and New Zealand have refrained from monetary tightening, while Indonesia has raised 
borrowing costs 
 
The gross international reserves (GIR) of the country registered at US$82.892 billion in May, lower than the US$83.213 billion 
reported in April. The Bangko Sentral ng Pilipinas (BSP) attributed the decline to falling gold prices in the international market. Gold 
accounted for US$8.642 billion as of May, which was the lowest since the US$8.013 billion posted in December 2011. Furthermore, 
the GIR for May covers 11.7 months’ worth of imports and accounts for 9.8 times the country’s short-term external debt based on 
original maturity, and 6.6 times based on residual maturity. 
 
The country’s exports dropped by 12.8% to US$4.04 billion in April 2013 from the US$4.63 billion registered a year ago. The sharp 
decline was due to weaker demand from major trading partners such as the United States and China. Likewise, weak exports of 
chemicals, machinery and transport equipment, electronic equipment and parts, metal components, electronic products, and other 
manufactures contributed negatively to the country’s total exports. Goods shipped to Japan rose by 27.5% year-on-year, while the 
United States and China fell 10.2% and 8.3%, respectively. 
 
According to the Bangko Sentral ng Pilipinas (BSP), Foreign Direct Investments (FDIs) dropped to a net outflow of US$78 million in 
March. The last time the country registered a net outflow was back in December 2011. For the first quarter, however, FDI totaled a 
net inflow of US$1.303 billion but it was still 8.5% lower year-on-year. The BSP said that the decline was mainly due to more equity 
withdrawals rather than placements and lower issuance of debt by foreign entities. 
 
Data released by the National Statistics Office (NSO) today showed that manufacturing output picked up the pace last April, with its 
volume of production index (VoPI) rising by 10.3% compared to the 0.1% rise in March and the 7.4% growth in February. The 
increase was the second highest for the year so far, lagging behind January’s 13.1%. According to the NSO, five out of nine major 
sectors showed double-digit growth in production output, with basic metals and chemical products increasing 94.5% and 77.6%, 
respectively. Month-on-month, the VoPI fell by 1% from the 2.3% recorded last March, though it was still better than the 10.2% 
contraction seen in April 2012. 
 

T enor 7-Jun 14-Jun  Change

1m 2.21 2.21 0

3m 2.21 2.21 0

6m 2.22 2.34 12

1y 2.22 2.34 12

2y 2.53 2.72 19

3y 2.61 2.85 23

4y 2.70 2.93 23

5y 2.62 2.98 36

7y 3.27 3.50 23

10y 3.57 3.58 2

20y 3.77 3.83 5

25y 4.97 5.23 26

Average 15

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (June 17–June 21) 
 

In the short term, we expect the local equities market to remain volatile especially as the Philippine valuations trade at a 30% 
premium compared to regional peers, making it most vulnerable to reversals in foreign flows.  With the PSEi breaking down from its 
critical 6,300–support level, we expect more investors to lock in on gains especially on hints that local interest rates may have 
bottomed out after the Philippine Central Bank kept key rates unchanged in its policy meeting last Thursday. Long term though, 
we’re still bullish on the back of increased domestic liquidity due to the central bank’s limit on the SDA facility for retail investors 
(reduction by 30% starting end-July) coupled with the supportive macro environment (GDP growth of 6.0%-6.5% for the next 2 
years). This week, trading range is projected to be between 6,000 (psychological support) to 6,300 (previous support is now the 
resistance level). 

Meanwhile, we remain bearish on the local fixed income and currency markets. For the local fixed income market, we expect 
sideways trading with an upward bias as investors position themselves ahead of the 7-year FXTN auction on June 18 where 
demand is expected to be a tad weaker compared with previous auction results. Moreover, external developments such as the 
upcoming US Federal Open Market Committee (FOMC) meeting will continuously have an impact and dictate global sentiment. 
Meanwhile, on the local economic front, the OFW remittances figure is slated to be released on June 17. 


