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July 01, 2013 

Global Financial Markets 
 
Global equities markets recouped the previous week’s losses as investors cheered the release of largely positive 

economic data from the US, and as concerns over China’s liquidity crunch were soothed after the country’s central bank 

acted to rectify the situation. The greenback was likewise boosted by the optimistic data releases. Meanwhile, US Treasury 

prices continued to drop in the aftermath of the Fed’s plans to soon wind down QE3, and as the Treasury Department’s 

three bond auctions for the week met weak to moderate demand. 

Global Equities 
 
Global equities markets fared better this 

week as concerns over the Fed’s winding 

down of its QE program eased, and as 

investors instead warmly welcomed 

positive data releases from the world’s 

largest economy. The only major drag on 

sentiment for the week was China’s 

worrying growth outlook and liquidity 

crunch.  

The US equities market sustained a 

three-day rally beginning Tuesday amid 

the release of positive economic data 

including durable goods orders, 

manufacturing, housing, and consumer 

confidence, lower bond yields and 

comforting statements from central banks 

around the globe. Ironically, a 

downwardly revised 1Q2013 GDP growth 

figure was likewise well-received as this 

gave rise to speculation that the Fed 

would not soon be drawing back its 

stimulus measures. For the first quarter of 

2013, the US economy grew at a slower 

rate than previously estimated, as the consumer spending and business investment segments were revised sharply lower. From the 

previous 2.4% growth rate, GDP growth was largely lower at 1.8% year-on-year for the first three months of 2013. Growth in 

consumption was much lower, down to 2.6% from the earlier 3.4%. Expenditures on legal services, personal care and health care 

were all lower than initially estimated. Dovish comments from three Federal Reserve officials on Thursday further served to boost 

sentiment.  

Markets in Europe mostly tracked movements of US equities, with share prices rising on strong US economic data and supportive 

statements from Fed officials. Concerns on China’s liquidity crunch were also soothed as the Chinese central bank took action to 

ease growing concerns on the country’s lack of liquidity and rising interbank lending rates.  

Over in Asia, the week started off negatively as the Central Bank of China (Beijing) initially appeared reluctant to ease China’s credit 

crunch. Last week, China’s short-term interbank rates reached record highs. Analysts believed that this was fairly common, 

generally observed ahead of long holidays or near quarter end, though the Chinese central bank will typically intervene and inject 

an adequate dose of liquidity. Losses were somewhat tempered in the middle of the week as investors heartily welcomed positive 

economic data in the US and as they went bargain hunting amid the sell-off on Monday and Tuesday. The week ended on a 

positive note as China’s credit condition eased after policymakers’ stance became less stringent. The Chinese central bank 

promised to inject money to large lenders if needed. 7-day Shanghai Interbank Borrowing Rates (SHIBOR) fell back below 7%, 

down by roughly 50 bps from the previous high. Moreover, the central bank said that they were ready to further support to stronger 

players if they faced a shortage of funds in the future. 

20-Jun-13 27-Jun-13 % Change

MSCI World 1,423.87 1,436.03 0.85%

MSCI Europe 97.22 98.18 0.99%

MSCI Asia-Pacific ex-Japan 423.59 426.32 0.64%

Dow Jones Industrial Average 14,758.32 14,910.14 1.03%

S&P 500 1,588.19 1,603.26 0.95%

Global Equity Performance
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Week-on-week, the MSCI World index rose 0.85% led by the European region which gained 0.99% and the Asia-Pacific ex-Japan 

region which increased 0.64%. The Dow Jones Industrial Average index and the S&P500 index likewise increased 1.03% and 

0.95%, respectively. 

Economic data releases for the week were mostly positive, indicating a clearer path to global economic recovery. 

 Durable goods orders in the US rose higher than expected last May, further indicating that manufacturing was 

stabilizing. Data released by the Commerce Department showed that orders for goods intended to last for at least 

three years rose 3.6% for a second straight month, beating the market estimate of a 3% increase. Not including the 

volatile category of transportation equipment, orders climbed 0.7%, also higher than expected. 

 US home prices rose more than anticipated last April, with the S&P/Case-Shiller index of property values rising 12.1% 

year-on-year. This was the biggest yearly increase in over seven years, and was higher than the 10.9% increase 

posted during the previous month. Median forecast had predicted a 10.6% increase. On a monthly (seasonally 

adjusted) basis, prices increased 1.7%, compared to the 1.9% gain in March. The median estimate for the monthly 

gain was at 1.2%. All 20 cities comprising the index showed an annual increase in prices, led by San Francisco 

(+23.9%) and Las Vegas (+22.3%). 

 This month, U.S. consumer confidence jumped to a five-year high with the Conference Board's index of consumer 

confidence climbing to 81.4, beating the market estimate of 75.1 and higher than the downwardly revised 74.3 in May. 

This level was also the highest since January 2008. According to Lynn Franco, director of economic indicators at the 

board, "Consumers are considerably more positive about current business and labor-market conditions than they were 

at the beginning of the year,"  

 Last May, new home sales in the US rose to the highest level in nearly five years. Sales rose 2.1% on a monthly basis 

to a seasonally adjusted annual rate of 476,000 new homes. This was higher than the market estimate of a 1.3% 

increase and was also the highest level since July 2008. Data for the month of April was likewise upwardly revised to 

show a 3.3% increase from the previous 2.3%. Meanwhile, the median price for new homes sold in May fell slightly to 

US$263,900 from US$272,600 in April.  

 Pending sales of existing homes in the US rose 6.7% last May, largely outpacing the market estimate of a 1.0% gain, 

to 112.3. This was a reversal of the 0.5% decline last April, and was the highest level in more than 6 years. National 

Association of Realtors (NAR) Chief Economist Lawrence Yun said that pent-up demand was the driving force behind 

the huge jump. He added that even though choices were limited, it seemed that buyers wanted to take advantage of 

the current affordable conditions before mortgage rates move higher.  

 US personal consumer spending rose 0.3% month-on-month last May, meeting the market estimate and reversing the 

0.3% decline registered last April. Spending was supported by a 0.5% increase in personal incomes, which was also 

higher than the market estimate of +0.2%.  The savings rate likewise improved to 3.2% from 3.0% and the core 

personal consumption expenditure price rose 0.1% month-on-month. In other news, the number of Americans filing for 

unemployment claims dropped 9,000 to a seasonally adjusted 346,000 for the week ended June 22. Though an 

improvement, it was still slightly higher than the market estimate of 345,000. Meanwhile, the less volatile four-week 

moving average of claims fell 2,750 to 345,750. 

 For the month of June, business sentiment among German companies further improved as the Ifo institute's business 

confidence index climbed for a second straight month to 105.9. This was higher than the market estimate of 105.7, 

which was also the figure recoded in May. The long-term average is at 101. Kai Castensen, who oversees the Ifo 

survey, stated that the German economy was holding its course, and that manufacturers were "clearly more 

optimistic" about their business outlook as exports were expected to improve. Expectations for the next six months 

likewise got better, with the designated Ifo sub-index rising to 102.5 from 101.6 last May. 

 Consumer sentiment in Germany rose to the highest level in almost 6 years, with the GfK's forward-looking consumer 

sentiment indicator climbing for a sixth consecutive month to 6.8. This was higher than the market estimate of 6.5, 

which was also the figure recorded in June. According to GfK, improvements were seen in both households' income 

expectations and their economic outlook, while the predisposition to save fell to its lowest level since the German 

reunification. It added that the main hindrance to stronger momentum was the lack of positive signals from overseas, 

given the festering Euro-zone debt crisis. 

 
 
 
 



 

 
The views expressed in this report reflect the analyst’s personal views and not necessarily the Bank of the Philippine Islands’. Furthermore, no part of any of the research analyst's compensation was, is, or will be directly or indirectly related to the specific 
recommendations or views expressed by the research analyst in this report. The information contained herein is published by the Bank of the Philippine Islands Asset Management and Trust Group (or “BPI AMTG”). It is based on information obtained from sources considered to be 
reliable, but BPI AMTG does not make any representation or warranty, express or implied, as to its accuracy, completeness, timeliness or correctness for any purpose. All the tables are taken from publicly available sources or derived from proprietary data. Expressed opinions may be 
subject to change without prior notice. Any recommendation contained herein does not pertain to any specific investment objectives, financial situation and the particular needs of any addressee. The information herein is published for the information of addressees only and is not to be taken 
in substitution for the exercise of judgment by addressees who should obtain separate legal or financial advice. BPI AMTG, or any of its related companies or any individuals connected with the group accepts no liability for any direct, special, indirect, consequential, incidental damages or 
any other loss or damages of any kind arising from any use of the information herein (including any error, omission or misstatement herein, negligent or otherwise) or further communication thereof, even if BPI AMTG or any other person has been advised of the possibility thereof. The 
information herein is not to be construed as a solicitation to buy or sell any securities, futures, options or other financial instruments or to provide any investment advice or services. BPI AMTG and its associates, their directors, officers and/or employees may have positions or other interests 
in, and may affect transactions in securities mentioned herein and may also perform or seek to perform brokering, investment banking and other banking or financial services for these companies. The information herein is not intended for distribution to, or use by, any person or entity in any 
jurisdiction or country where such distribution or use would be contrary to law or regulation. All funds managed by BPI AMTG and affiliates are Trust and/or Investment Management Funds, which do not carry any guarantee of income or principal, and are NOT covered by the Philippine 
Deposit Insurance Corporation. Past performance is not a guarantee of future results. BPI Investment Funds are valued daily using the marked-to-market method. 

July 01, 2013 

Global Bonds 

 
US Treasury prices continued to plunge this week, though managed to plug 
losses following a calming statement from three Fed officials regarding the 
winding down of its easy monetary policy. The US Treasury Department’s 
three bond auctions this week totaling US$99 billion also saw weak-to-
moderate demand.  

The US Treasury Department’s US$35 billion 2-year note auction on 
Tuesday was met with below-average demand. The bid-to-cover ratio was at 
3.05, more or less the same as the May sale’s 3.04, and was the lowest 
since February 2011. It was also lower than the average bid-to-cover ratio of 
3.63 over the past 10 sales. Average yield was at 0.430% the highest since May 2011.  

Wednesday’s US$35 billion 5-year note auction likewise met lukewarm demand. Average yield was at 1.484%, the highest since 
July 2011. Bid-to-cover ratio was at 2.45x, compared to the 2.84x average for the past 10 auctions.  

The US Treasury Department’s US$29 billion seven-year note auction also met slow demand on Thursday, with the bid-to-cover 
ratio registering at 2.61, compared to the 2.67 average over the past 10 auctions. The average yield was at 1.932%, compared with 
a forecast of 1.942%.  

Week-on-week, the 10-year benchmark yield rose 5.77 basis points to 2.472%. 

 
 
 
Currencies  
 
The US dollar once again strengthened against most of its major trading 

partners, still on the back of the US Federal Reserve’s statement that it 

might soon wind down its bond purchase program. Positive economic data 

releases throughout the week from the world’s largest economy further 

buoyed the greenback. Meanwhile, the euro remained under pressure 

throughout the week after ECB President Mario Draghi stated that the 

European Central Bank’s policy would remain loose. Week-on-week, the 

US dollar gained 0.53% against the shared currency and 1.05% against 

the Japanese yen. 

 
 
 
 
 
 
The week ahead (July 01–July 05) 
 
Markets this week were much more optimistic compared to last week, mostly on the back of strong economic releases from the US, 

and as China’s central bank responded to alleviate the country’s liquidity crunch. For the week ahead, global equities markets are 

seen to trade slightly higher as investors remain cautiously optimistic, provided the forthcoming economic data releases are 

positive. On the other hand, prices of safe-haven US Treasuries could continue to fall if the positive data continues.   

 

 

 

 

 

 

US Treasury Yield Curve

Tenor 20-Jun 27-Jun  +/- bps

3m 0.041 0.046 0.50

6m 0.076 0.101 2.53

2y 0.327 0.351 2.47

5y 1.303 1.382 7.86

10y 2.414 2.472 5.77

30y 3.513 3.534 2.15

Currencies 

21-Jun 28-Jun % Change

USD/PHP 43.720 43.200 1.20%

EUR/USD 1.3122 1.3053 -0.53%

GBP/USD 1.5419 1.5235 -1.19%

USD/JPY 97.90 98.94 -1.05%

AUD/USD 0.9219 0.9245 0.28%

USD/CHF 0.9345 0.9463 -1.25%

EUR/CHF 1.22605 1.23523 -0.74%

EUR/JPY 128.45 129.15 -0.54%
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Philippine Financial Markets 

Last week, the local equities market pared earlier losses brought about by US Fed’s possible QE3 tapering and China’s 
liquidity and credit concerns, on quarter-end window dressing. However, prices of local government securities continued 
to drop amid concerns for the global economy. Meanwhile, renewed interest in local assets boosted the Philippine peso. 
 

 
 

Local Equities 
 

The local equities market displayed extraordinary volatility, hitting a multi-month 
low before bouncing back at the latter part of the week on quarter-end window 
dressing. The market started with a big slump, breaching the 6,000 
psychological support level on persistent selling pressure brought by Fed 
tapering and concerns on China’s growth and financial liquidity.  As the week 
ended though, the local market tracked regional gains, climbing 11.68% after 
China’s central bank said it would ensure money-market stability amid its cash 
crunch. Week-on-week, the index gained 283.11 points or 4.58% higher, to 
close at 6,465.28. For the week, foreigners were net buyers at US$3.91 billion 
 
 

Conglomerates 

 Pangilinan-led Metro Pacific Investments Corp. (MPIC) stated in a disclosure yesterday that it had signed an 
agreement with Central Luzon Doctor’s Hospital (CLDH), which it described as “Tarlac’s largest private hospital” with. 
Based on the agreement, MPI will be funding about Php187 million in cash in order to gain a 51% stake in the 
hospital. This was the first investment in a hospital in Luzon outside Metro Manila, according to President and CEO of 
MPIC Hospital Group Augusto P. Palisoc, Jr. Once the deal is concluded, it would also be the eighth hospital that 
MPIC has invested, adding 200 beds to the existing capacity. 
 

 A disclosure made by Sy-led SM Investments Corporation (SM) to the Philippine Stock Exchange yesterday revealed 
that the Securities and Exchange Commission (SEC) has approved an increase in the company’s authorized capital 
from Php7 billion to Php12 billion. A portion of the funds (about Php1.75 billion) would be used to fulfill the recently 
declared 25% stock dividend, while the rest will be for future expansion, SM’s Chief Investment Relations officer Cora 
Guidote said. Prior to the increase in capital, SM had 630.5 million outstanding shares amounting to a total capital of 
Php6.3 billion (based on a par value of Php10 per share). 
 

Financials 

 Yuchengco-led Rizal Commercial Banking Corp. (RCBC) recently disclosed that it is looking to issue long-term 
negotiable certificates of time deposit (LTNCD) within the year. However, this fundraising exercise is yet to be 
approved by the Bangko Sentral ng Pilipinas (BSP). It was also noted that local banks are resorting to LTNCDs which 
consumers find more attractive because it gives them more investment options as these are relatively safe yet higher-
yielding compared to traditional deposits. 
 

Properties 

 Megawide Construction Corp. is anticipating profits to rise to Php1.2 billion this year or 18% higher than the Php1.01 
billion reported last year. According to Megawide Chief Executive Officer Michael Cosiquien, the target for the top line 
is Php12 billion contract revenues and Php1.2 billion net income. The targeted contract revenues involve a 31.67% 
increase from Php8.2 billion registered last year. He added that the main growth drivers would be additional revenues 
from office and residential construction businesses and some from the public-private partnership projects. 
 

21-Jun 28-Jun % Change

PSEi 6,182.17 6,465.28 4.58%

Philippine  Stock Exchange  Index
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Philippine Bond Markets  

 
On the local fixed income market, prices of local government securities 
continued to fall amid global economic concerns. The US Federal Reserve 
reported that it looks to taper off its bond buying program if economic 
conditions remain on track for its recovery. Likewise, China’s liquidity and 
credit issues further dampened investor sentiment. Week-on-week, yields 
climbed by an average of 20 basis points, led by the belly which rose by 
46.21 basis points. The long-end of the curve also picked up by 36.65 basis 
points though the bargain-hunting was seen at the short-end of the curve, 
with yields dropping by 25.42 basis points. 
 
 
 
Philippine Peso 
 
The Philippine peso snapped back the previous week’s losses mostly on 
renewed interest in local assets, fuelled by the country’s solid 
macroeconomic fundamentals. Week-on-week the local currency gained 52 
centavos to close at 43.200. 
 
 
The Philippines’ budget balance came out at a deficit last May reversing the record surplus posted last April, data released earl ier 
today showed. For the month of May, the government registered a budget deficit of Php13.164 billion, 33.7% narrower than the 
Php19.859 billion figure posted in the same month last 2012. Revenues collected totaled Php154.039 billion for the month, almost 
20% higher year-on-year, while expenditures rose 10.5% year-on-year to Php167.203 billion. Year-to-date as of May, the budget 
deficit stands at Php42.839 billion, nearly twice the recorded amount for the same period last year. The government targeted budget 
deficit cap for 2013 is at Php238 billion. 
 
Data released today by the National Statistics Office showed that merchandise imports rose 7.4% year-year-on-year last April, 
reversing the slump seen in the first quarter. Imports totaled US$5.14 billion on the back of increased purchases of transport 
equipment, medicinal and pharmaceutical products, and mineral fuels and lubricants. Electronic product imports, which are turned 
into the country’s top export merchandise, also contracted 19%. Year-to-date April, imports have fallen 3.9% year-on-year. Taken 
with the US$4.121 billion worth of exports posted in April, the country's trade balance (in goods) stands at a deficit of US$1.020 
billion, compared to the US$153 million deficit in the same period last year. 
 
Data from the Bangko Sentral ng Pilipinas (BSP) showed that the country’s external debt registered at US$59 billion during the first 
three months of the year, lower than US$60.3 billion posted during the same period in 2012. The BSP attributed the decline to the 
negative foreign exchange revaluation as the dollar strengthened in the first quarter, especially against the Japanese yen which 
somewhat reduced the dollar value of yen-denominated loans. BSP Governor Amando Tetangco Jr stressed that major external 
debt indicators remained at comfortable levels in 1Q 2013.  
 
Data from the Bangko Sentral ng Pilipinas (BSP) showed that financial institutions expanded in the first quarter. The number of 
BSP-regulated institutions totaled 27,221 in 1Q2013 or 3.11% higher than 26,399 registered in the same period a year ago. BSP 
Deputy Governor Nestor Espenilla, Jr said that the banking system is in expansion mode, reaching out and providing greater 
access to customers. Non-bank financial institutions, on the other hand, grew by 3.09% to 17,740 offices from 17,208 last year. 
Meanwhile, the number of ATMs installed went up by 15.5% to 12,702 units in the first quarter. 
 
According to the Department of Budget and Management (DBM), 76% of this year’s national budget or Php1.526 trillion out of the 
Php2.006 trillion has been released as of May as the government continues its efforts to improve the execution of its agencies’ 
programs and projects. The figure is already 14.05% more than Php1.338 trillion released in the same period a year ago which was 
73.7% of the national budget for 2012. 

T enor 21-Jun 28-Jun  Change

1m 2.40 2.06 -34

3m 2.34 2.18 -17

6m 2.38 2.18 -20

1y 2.51 2.20 -31

2y 3.10 3.38 27

3y 3.39 3.69 31

4y 3.53 3.89 36

5y 3.16 4.10 94

7y 3.81 4.25 44

10y 3.94 4.40 46

20y 4.05 4.54 49

25y 5.76 5.91 16

Average 20

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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July 01, 2013 

The week ahead (July 01–July 05) 
 

For the first half of the year, the PSEi surged by as much as +27.17% but also crashed by as much as -21.68% from the peak.  For 
the second half of 2013, we expect the local equities market to trade sideways first as we enter the ghost months of July and 
August.  We expect the index to base-build during this period before another year-end run-up takes place similar to last year as 
investors refocus back on fundamentals.  For next week, we expect the market to trade downward after an unsustainable climb of 
11.68% in three days from the recent low of 5,789.06.  The trading range for next week is between 6,000 to 6,300.    
 
On the local fixed income market, we expect sideways trading with a slight upward bias as market players look to take profits from 
gains on quarter-end window dressing. Meanwhile, on the local currency market, we are bullish on the Philippine peso as the BSP 
expects the inflation figure for May to fall between 2.0% to 2.9%, below its full-year target of 3% to 5%. Moreover, investors will also 
monitor developments on the US Federal Reserve’s QE tapering plan and China’s credit issues. 

 

 

 


