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July 08, 2013 

Global Financial Markets 
 
Global equities markets ended the week mixed as investors mulled over both positive and negative data releases across 

the globe, political unrest in Egypt, Italy and Portugal and the European Central Bank’s supportive statements following 

its policy meeting on Thursday. US Treasury prices traded in a tight range amid the shortened work week, as both US 

equity and Treasury markets were closed Thursday for the Independence Day holiday. Meanwhile, the euro plunged to a 

five-week low after ECB President Mario Draghi pledged that policy rates would remain unchanged for an extended period 

of time. 

Global Equities 
 
Global equities markets ended the week 

little changed as investors weighed 

upbeat economic releases from the US 

and some disappointing manufacturing 

data from the Asian region. However, 

statements from both Bank of England 

and the European Central Bank’s (ECB) 

regarding their continued accommodative 

stance following their policy meeting on 

Thursday boosted stocks in the Euro 

area.  

 

Light trading was observed in the US 

equities market amid a shortened work 

week – with the market closed on 

Thursday for the Independence Day 

holiday—and ahead of key employment 

data releases on Friday. Earlier during 

the week, stocks had risen on the back of 

encouraging construction spending, 

jobless claims and private sector payrolls 

data. However, gains were countered by 

concerns over slower growth in China 

and the political commotion in Portugal 

and Egypt.  

 

Over in Europe, stock markets were initially lower following the release of disappointing economic data from the region, and amid 

heightened political tensions in Greece, Italy and Portugal. However, investor sentiment was greatly boosted following supportive 

statements from central banks following their policy meeting on Thursday. According to the Bank of England’s rate-setting Monetary 

Policy Committee, the recent upticks in borrowing costs “were not warranted by recent developments in the domestic economy” and 

could serve to pull down growth. It added that while there were some signs of a recovery coming, the economy would still be “weak 

by historical standards” and that “a degree of slack is expected to persist for some time.” On a similar stance, ECB President Mario 

Draghi adopted a “forward guidance” style of communication for policy. He pledged that rates would stay low for an “extended 

period”, and added that there had been an “extensive discussion” among ECB members regarding a possible cut in rates. He 

further stated that 0.5% was not the lower bound for the ECB’s benchmark rate, that liquidity would continue to be abundant and 

that interest rates will remain the same for “longer than 12 months”.  

 
Asian shares were mostly lower as poor manufacturing data from China reignited fears of a slowdown in the region’s largest 

economy. The official data from the Chinese government showed that manufacturing activity continued to slow as the Purchasing 

Managers’ Index (PMI) for June dropped to 50.1 from 50.8 in May. Another survey conducted by HSBC showed that the nation’s 

PMI fell to 48.2 in June from 49.2 in May. Readings below 50 indicated contractions in activity, while those above signified 

expansion. Moreover, in separate reports, HSBC’s PMI for South Korea and Taiwan recorded readings of 49.4 and 49.5, 

respectively. 

27-Jun-13 04-Jul-13 % Change

MSCI World 1,436.03 1,448.22 0.85%

MSCI Europe 98.18 100.09 1.95%

MSCI Asia-Pacific ex-Japan 426.32 425.41 -0.21%

Dow Jones Industrial Average 15,024.49 14,988.55 -0.24%

S&P 500 1,613.20 1,615.41 0.14%

Global Equity Performance
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July 08, 2013 

Week-on-week, the MSCI World index marginally rose by 0.85% led by the European region which rallied 1.95%. Meanwhile, the 

Asia-Pacific ex-Japan region slipped 0.21%. US equities ended mixed, with the Dow Jones Industrial Average index falling 0.24% 

and the S&P500 index gaining 0.14%. 

 

Economic data releases for the week were mostly positive, though sentiment was weighed down by stirrings of political turmoil from 

some parts of the world. 

 Consumer confidence in the US rose to the highest in almost six year last June. The Thomson Reuters/University of 

Michigan index of consumer sentiment climbed to 84.1, higher than the market estimate of 83.0, from 84.5 in May. 

Moreover, the index of economic outlook rose to an eight-month high. Based on the survey, sentiment rose on the 

back of higher home values, which gave Americans more reason to be optimistic on the economy.  

 U.S. construction spending rose to the highest level in more than three last May. Total construction spend rose 0.5% 

month-on-month, higher than the market estimate of 0.6%, to a seasonally adjusted annual rate of US$874.9 million. 

This was the highest level since September 2009. The improvement was driven by residential construction, which rose 

1.2% month-on-month and 22.7% year-on-year.  

 According to payroll processor Automatic Data Processing Inc., and forecasting firm Moody’s Analytics, the rate of 

which private businesses in the US increased payrolls came out faster than expected. Small firms, which employ 

between 1 and 49 workers, added 84,000 while medium-sized businesses, which employ between 50-499 workers, 

hired 55,000 new employees. Large firms, which have 500 or more employees, added 49,000 workers. In terms of the 

sector, service-sector jobs rose by 161,000 while factory jobs added only 1,000. 

 Data released by the Institute for Supply Management (ISM) showed that manufacturing in the US recovered last June 

as orders picked up. The ISM US manufacturing index rose to a three-month high to 50.9 from 49 last May. Note that 

any reading below 50 indicates a contraction. The median forecast was for the figure to come in at 50.5. The increase 

came as the gauge of production rose to 53.4 from 48.6 in May. Likewise, the new orders index climbed to 51.9 from 

48.8 and the gauge of export increased to 54.5 from 51 in May. Meanwhile, the measure of factory employment fell to 

48.7, which was the lowest since September 2009, from 50.1. 

 US factory orders grew 2.1% month-on-month last May, higher than the market estimate of +2.0%, to a seasonally 

adjusted US$485 billion. Note that orders have risen in three out of the past four months. Growth was driven by 

increased demand in the aircraft segment. Demand for other products such as computers likewise improved at a more 

moderate pace. Not including transportation, order rose 0.6%. The report likewise showed that orders for durable 

goods spiked 3.7%, slightly strong than initially reported. 

 Unemployment rate in the Euro-zone rose to a record last May. The proportion of the workforce without jobs climbed 

to 12.1%, higher than the market estimate of 12.3%, from a downwardly revised 12.0% in April. This was its highest 

level since records began in 1995. As of May, 19.2mln people were without jobs in the region, higher by 67,000 from 

April and 1.344mln from May 2012. 

 Manufacturing output in the Euro-zone shrank at a slower pace than initially estimated for the month of June, further 

indicating that the region may be starting to come out of its festering recession. Data-processing firm Markit Economic 

said that a gauge of manufacturing in the region rose to 48.8 in June from 48.3 last May. The figure also compares 

with the initial estimate of 48.7 made last June 20. Note that the gauge has been in contraction (below 50) since July 

2011. 

 German inflation accelerated for the second straight month in June, as consumer prices rose 0.1% on a monthly basis 

and 1.8% on an annual basis, mostly in line with economists' forecasts. The country’s inflation has significantly picked 

up since April, when the annual rate hit 1.2%. Food price inflation contributed the most, jumping 5.4% year-on-year. 

Global Bonds 

 

US Treasuries traded in a tight range amid the shortened work week. Prices 

rose slightly on the back of a temporary flight-to-safety stance adopted in 

response to political instability in Portugal and Egypt, and following the 

release of an unexpected decline in the US services PMI. However, upbeat 

jobless claims and private sector payrolls data released on Wednesday 

reversed the risk-off sentiment and lured funds toward the equity market. 

Week-on-week, the 10-year benchmark yield rose 3.11 basis points to 

2.503%. 

US Treasury Yield Curve

Tenor 27-Jun 4-Jul  +/- bps

3m 0.046 0.041 -0.50

6m 0.101 0.071 -3.04

2y 0.351 0.363 1.17

5y 1.382 1.417 3.58

10y 2.472 2.503 3.11

30y 3.534 3.493 -4.13
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Currencies  
 

The euro declined for a third straight week in a row despite having 

strengthened earlier during the week as a number of Euro-zone PMIs 

came out better-than-expected. The shared currency declined, however, 

after the Portuguese finance and foreign ministers stepped down, sparking 

doubts on the country’s commitment to its austerity measures. On 

Thursday, the euro’s decline steepened as it plunged to a five-week low 

against the US dollar following announcements from the ECB and the 

Bank of England that they would be maintaining an accommodative 

monetary policy stance for an extended period of time. Week-on-week, the 

euro weakened by 1.05%, returning below the 1.3000 level, against the US 

dollar. 

 

 

The week ahead (July 08–July 12) 

 

This week, market movements were driven by data releases from across the globe as talks on the US Fed’s next move on its QE 

program somewhat quieted down. For the week ahead, markets are seen to trade slightly higher amid renewed optimism as political 

noise in the periphery has more or less been resolved, and following the ECB and BoE’s supportive statements. However, it is likely 

that investors will speculate once more on the Fed’s next move as Presidents of the various Central Banks continue to release 

statements, and especially after the release of the unemployment rate figure for the month of June. Meanwhile, the euro could 

continue to weaken as the ECB maintains its record low interest rate.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Currencies 

28-Jun 5-Jul % Change

USD/PHP 43.200 43.400 -0.46%

EUR/USD 1.3010 1.2873 -1.05%

GBP/USD 1.5213 1.4991 -1.46%

USD/JPY 99.14 99.91 -0.77%

AUD/USD 0.9138 0.9161 0.25%

USD/CHF 0.9450 0.9589 -1.45%

EUR/CHF 1.22916 1.23447 -0.43%

EUR/JPY 128.97 128.61 0.28%
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Philippine Financial Markets 

The local equities market continued its uptrend for another week albeit on a more moderate pace on the back of bargain 
hunting. Moreover, the country’s benign inflation print for June further buoyed local bourses. On the local fixed income 
market, light trading was observed while the Philippine peso depreciated on renewed concerns over the US Fed’s tapering 
stance. 
 

 
 

Local Equities 
 

The local equities market started the week with an uptrend as last week’s 
bargain hunting spilled over to Monday’s trading, but retreated below the 6,500 
level after investors booked gains following the +12.74% run-up from the 2013 
low. The market managed to pick up a slight gain as the week ended buoyed by 
inflation figure for June, which came out at +2.8%, well within BSP’s forecast of 
3%-5%.  Top performers were Philex Mining Corporation (PX), up by 18.39%, 
on anticipation that it will be allowed to continue with its Padcal mine operations 
this year and Bloomberry Resorts Corporation (BLOOM), up by 10.00%, as it 
ramped up its foreign junket operations.  Week-on-week, the index gained 35.20 
points, or 0.54%, to close at 6,500.48. For the week, foreigners were net buyers at Php1.48 billion. 
 
 

Mining & Oil 

 Philex Mining Corp. has sought permission from the Mines and Geosciences Bureau (MGB) to extend its 4 months of 
temporary resumption of operations in Padcal Benguet. According to MGB Director Leo Jasareno, Philex is requesting 
for the extension as it needs to raise the elevation of the tailings in the mine’s compromised tailing storage facility 3 
(TFS3) and enable the water level to reach the mouth of the newly-constructed open spillway. He added that the 
duration of the extension, if granted, would mainly depend on the need to complete the process. 
 
 

Utilities 

 Listed telecommunications firm Globe Telecom Inc. (Globe) is looking into US-based Aicent Inc. in order to provide 
continuous roaming for subscribers travelling between the Philippines and South Korea. Aicent Inc. would be enlisted 
to provide “seamless connectivity” with SK Telecom of South Korea. According to Globe, availing Aicent’s LTE 
Roaming Exchange service would allow it to reduce costs after all IP services are integrated into a single network. 
Once the partnership is cemented, Globe will acquire instant connectivity to more than 45 LTE operators across the 
world. 
 

Properties 

 Ayala Land Inc. (ALI), recently acquired Whiteknight Holdings, Inc., which holds a third of Mercado General Hospital, 
Inc.’s (MGHI) stake, allowing ALI to build a strategic partnership with the hospital operator, MGHI. According to Ayala 
Land President and Chief Executive Officer (CEO) Antonino Aquino, the investment in MGHI will complement the 
company’s real estate developments. He further explained will accelerate the provision of medical facilities in the 
firm’s new and existing integrated, mixed-use communities. 
 

28-Jun 5-Jul % Change

PSEi 6,465.28 6,500.48 0.54%

Philippine  Stock Exchange  Index
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Philippine Bond Markets  

On the local fixed income market, light trading was observed duing the week 
with the volume registering at only around 4 billion. Prices of local 
government securities, meanwhile, rose as bargain-hunting was observed 
particularly on the short- and intermediate-tenor buckets. Week-on-week, 
yields fell by 28 basis points led by the short-end of the curve which declined 
by 63.86 basis points. The belly slid by 29.37 basis points while long-end of 
the curve soared by 23.65 basis points. 
 
The Bureau of the Treasury (BTr) sold Php20 billion worth of Treasury Bills 
during an auction last June 1. The total amount awarded was composed of 
Php4 billion worth of 91-day bills with an average yield of 0.666%, Php6 
billion worth of 182-day bills at an average yield of 0.873%, and Php10 billion 
worth of 364-day bills at an average yield of 1.200%. The government 
received tenders totaling Php54 billion, almost thrice the amount offered.  
 
 
Philippine Peso 

 
The Philiipine peso weakened against the greenback on expectations of 
improved jobs data, which reignited concerns of US Federal Reserve 
tapering its bond-buying program. Moreover, market players were seen consolidating gains made earlier in the week. The local 
currency surrendered 20 centavos to close the week at 43.400. 
 
The country's headline inflation for the month of June 2013 was pegged at 2.8%, slightly higher than May's 2.6% inflation print. 
Higher prices for alcoholic beverages and tobacco, health, recreation and culture, transport, and education were the main causes 
for the uptick. Meanwhile, excluding the volatile indices of food and energy, core annual inflation went down to 2.9% in June from 
3.0% in May. National Capital Region’s (NCR) annual inflation slowed down to 1.6% from May 2013’s 1.8% print while inflation in 
Areas Outside NCR (AONCR) inched up to 3.0% from the 2.9% growth in May. 
 
Data from the Bangko Sentral ng Pilipinas (BSP) showed that SDA deposits slid by 1% to Php1.799 trillion as of end-June from the 
Php1.852 trillion posted in May. The decline is believed to be caused by BSP’s new rules, limiting the access to the facility. The 
BSP banned banks from using SDAs for their fiduciary business and investment management accounts and enables them to only 
make placements for their fund management activities, unit investment trust funds (UITF) in particular. Moreover, the drop was also 
a result of the low rates the facility provides after the monetary board cut them by a total of 150 basis points already this year. 
 
Infrastructure spending rose by 35.6% to Php104.6 billion during the January-to-May period this year, from the Php77,1 billion 
posted in the same period a year ago, according to Budget and Management Secretary Florencio Abad. He added that the 
implementation of program budgeting helped bring a more deliberate and strategic approach to spending so that expenditures are 
closely aligned with the President’s campaign for long-term, inclusive growth. Moreover, the increase in spending brought total 
disbursements to Php751.2 billion as of May 2013, or higher by 12.4% year-on-year. Meanwhile, expenditures, soared past the 
8.1% average growth rate for January-May since 2005. 
 
Data from the Bangko Sentral ng Pilipinas (BSP) showed that banks' outstanding foreign denominated currency unit (FCDU) loans 
soared by 33% to US$9.653 billion in the first quarter from US$7.24 billion posted in the same period a year ago. The central bank 
attributed this mainly to the low interest rate environment, stable exchange rate and positive consumer and business sentiments 
due to robust macroeconomic fundamentals. Loans to residents represented the lion's share of the FCDU loans at 81.8% 
amounting to US$7.899 billion while loans to non-residents registered at US$1.754 billion. 
 
Data from the Bureau of the Treasury (BTr) showed that government subsidies rose by 35.4% to Php4.766 billion in May from 
Php3.52billion registered in the same period a year ago. Of the total government subsidies, the bulk went to the National Housing 
Authority with Php3.721 billion, followed by the National Irrigation Administration with Php512 million. Likewise, the government 
provided the Philippine Deposit Insurance Corp. around Php314 million, the Development Academy of the Philippines with Php67 
million, the National Dairy Authority with Php33 million and the Cultural Center of the Philippines with Php24 million. Meanwhile, 
government subsidies reached Php10.002 billion for the first five months of the year. 

T enor 28-Jun 5-Jul  Change

1m 2.02 1.30 -71

3m 1.94 1.30 -64

6m 1.99 1.42 -56

1y 2.19 1.56 -63

2y 3.23 2.74 -48

3y 3.35 3.01 -34

4y 3.72 3.34 -38

5y 3.73 3.48 -25

7y 4.09 4.08 -1

10y 4.28 4.53 25

20y 4.30 4.40 10

25y 5.45 5.81 36

Average -28

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (July 08–July 12) 
 

We expect the local equities market to trade sideways with a downward bias next week as investors watch out for the US jobs 
report to be released this weekend.  Consensus expects improved figures – though this would negatively affect emerging markets 
like the Philippines, since it would be supportive of Fed’s QE tapering. Next week, resistance remains at 6,600 while trading range 
will be between 6,300 and 6,600. 
 
On the local fixed income market, we expect sideways trading with a slight upward bias on the lack of fresh leads. Meanwhile, on 
the local currency market, we expect trading to be range bound. Investors will monitor the release of exports data on the local front 
and further developments on the global economy highlighted by the US, Euro-zone, China and the on-going geopolitical tension in 
the Middle east. 


