
 

July 14, 2014 

Global Financial Markets 
 
Global equities lost ground this week as investors took the opportunity to book profits following last week’s rallies and as 
investors dealt with a mixed bag of economic data releases, news, and current events that led to a week of sell-offs.  US 
Treasury prices rallied this week as investors adopted a flight-to-safety stance ahead of the Federal Open Market 
Committee meeting minutes and weaker-than-expected economic data releases and news in Europe. Meanwhile, the US 
dollar slightly depreciated against the euro as investors favored safe haven US assets following weak data releases 
outside of the US.  

 
Global Equities 
 

Global equities edged lower this 
week as investors dealt with a 
generally mixed bag of economic 
data releases, news, and 
speculation following strong 
comments by key Fed officials. For 
the week, US share prices were 
driven mostly by speculation and 
heightened concern on European 
weaker-than-expected economic 
data releases and financial system 
uncertainty plagued investors. The 
US equities lost momentum in the 
first half of the week following a 
series of sell-offs as investors 
adopted a profit-taking stance and 
amid concern of a grave pullback 
scenario ahead of the quarterly 
earnings season. Moreover, the 
losing streak for US equities was 
aggravated by the weaker-than-
expected French and Italian 
industrial production data, German 
growth contraction, and the 
possibility of Portugal’s third largest 
bank’s default—which could 
ultimately affect the region’s 
financial sector in general. 
Meanwhile, upswings in US equities 
market were caused by the positive 
economic indicators such as strong 
reports on the improving labor 
market condition and the release of FOMC minutes on Wednesday, which revealed that the central bank is keeping interest rates 
low for a considerable amount of time even after the end of the stimulus offering in October. However, catalysts for upward 
movements in share prices were outshined by the overall pessimistic sentiment that inundated the market. 

Investors in the European market were swamped with weaker-than-expected economic data releases from the region’s biggest 
economies and the possibility of a financial system collapse in one of the relatively weaker economies in the union. The pessimism 
in the region pushed investors to adopt a flight-to-safety position, which left markets at a slump. Prior to softer-than-expected 
economic data releases and uncertainty in the Portuguese Bank, Banco Espirito Santo, European equities mirrored movements in 
the US equities market as they adopted a profit-taking stance following the previous week’s rally. Share prices in European markets 
initially moved sideways ahead of fresh catalysts in the market before investors began selling off ahead of the second quarter 
earnings season and the release of key economic data. The market continued to move south following the release of weaker-than-
expected British and German purchasing and manufacturing data releases, French and Italian industrial production, and the 
heightened uncertainty in the Portuguese financial system. Meanwhile, upswings in the equities market for the region were driven 
by heightened speculation that the Fed will keep interest rates lower for longer.  

Meanwhile, in Asia, markets generally inched lower this week following sell-offs in the United States and Europe, softer-than-
expected Chinese economic data, and country-specific factors. Movements in Asian share prices paralleled US equities as 
investors in both markets booked profits ahead of the second quarter earnings season. Slumps in the movement of Asian share 

03-Jul-14 10-Jul-14 % Change

MSCI World 1,764.12 1,734.48 -1.68%

MSCI Europe 119.11 114.95 -3.49%

MSCI Asia-Pacific ex-Japan 499.87 498.84 -0.21%

Dow Jones Industrial Average 17,068.26 16,985.61 -0.48%

S&P 500 1,985.44 1,972.83 -0.64%
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prices were led by weaker-than-expected data from China June trade figure that missed forecasts and Japan that featured a record 
fall in May’s machinery orders, which cast shadow over Japan economy growth path.  

Week-on-week, the MSCI World index declined 1.68% led by the European region, as the MSCI Europe slumped 3.49% followed 
by equities in the world’s largest economy, as both the S&P 500 and Dow Jones Industrial Average both fell 0.64% and 0.48% 
respectively. Asian markets generally contributed to global equities’ decline, as the MSCI Asia-Pacific ex-Japan slipped 0.21%. 

Economic data releases for the week were mixed, which indicates need for further evidence of growth. 

 Reports from the German Economics Ministry showed that German manufacturing orders fell more than expected in 
May, as both foreign and domestic orders dropped. Orders dropped higher-than-expected at 1.7%, after economists 
initially expected a 1.2% decline. Domestic orders slumped 2.5%, while foreign orders slipped 1.2%. Orders within the 
euro zone were strong, as it grew 5.7%. However, orders from outside the euro zone fell 5.2%. The Economics 
Ministry also reported that it expects orders to grow in the period following a strong start to the second quarter. It 
added, however, that higher geopolitical risk could be an impediment.  

 Data from the UK’s Office for National Statistics (ONS) showed that Britain’s manufacturing output slumped by 1.3% in 
May. This marked the steepest decline in 16 months, which signaled to investors that Britain’s recovery may not yet 
be as strong as recent data have indicated. The decline in manufacturing output is much lower than economists’ 
forecasts of a 0.4% month-on-month gain. The ONS also released the broader measure of total industrial output, 
which declined 0.7% during the month. 

 The Conference Board said on Monday that its June employment trends index rose to 119.62 from an upwardly 
revised 119.03 in May. The index grew 6.3% year-on-year. The index showed a closely watched compilation of US 
job-market indicators, which confirmed firmer demand for labor last month. The rapid increase in employment trends 
index in recent months shows that the labor market is moving towards a positive trajectory. 

 Reports from the US Labor Department indicates that initial jobless claims for the week ending July 5 fell to a near 
seven-year low, declining by 11,000 to 304,000. The figure released came in lower-than-expected, as forecasts were 
expecting claims to edge up 319,000. This economic data release shows that the US economy may be on its targeted 
growth path.  

 

Global Bonds 

 

US Treasury prices rose this week, as investors sought safe haven assets 

following speculation on the uncertain quarterly earnings season, a contraction in 

French and Italian industrial production, worries that problems involving Portugal's 

biggest listed bank may rekindle the region's financial woes, and slower-than-

expected Chinese export growth. US Treasury prices for the short-end of the 

curve slightly increased due to the uncertainty surrounding the timing of interest 

rate hikes. Meanwhile US Treasury yields in the long-end and belly of the curve 

declined, as investors dealt with a mixed bag of weak economic data releases 

outside the US and the financial system uncertainty in Portugal that could affect 

the recovery period of the euro-zone. Investors flocked to safe haven assets, which affected specifically the belly and long-end of 

the curve, as investors believed the recent acceleration in job gains was not enough to spur the Federal Reserve to hike interest 

rates earlier than expected. Week-on-week, the 2, 5, 10, and 30 year note yields all decreased by 5.18, 8.55, 10.24, and 9.96 basis 

points respectively. 

 

Currencies  
 

The euro slightly strengthened relative to the US dollar despite the uncertain 

performance of the Banco Espirito Santo of Portugal and weaker-than-expected 

economic data releases from major European economies such as Germany, 

France, Italy and the UK. The euro’s slight advantage against the US dollar was 

driven by the dollar’s weakness following a week-long bond buying activity 

exercised by investors. The euro weakened relative to its other major trading peers, 

which showed the region’s weakness as evident in softer-than-expected economic 

data releases. Meanwhile, the yen strengthened against both the dollar and the 

euro, which shows investors’ adoption of a flight-to-safety position. Week-on-week, 

the gained 0.01% against the dollar, but lost 0.67% and 0.10% against the yen and 

Swiss franc respectively. 

US Treasury Yield Curve

Tenor 3-Jul 10-Jul  +/- bps

3m 0.005 0.015 1.01

6m 0.046 0.046 0.00

2y 0.506 0.454 -5.18

5y 1.735 1.650 -8.55

10y 2.638 2.536 -10.24

30y 3.469 3.370 -9.96

Currencies 

4-Jul 11-Jul % Change

USD/PHP 43.465 43.380 0.20%

EUR/USD 1.3595 1.3596 0.01%

GBP/USD 1.7160 1.7123 -0.22%

USD/JPY 102.06 101.38 0.67%

AUD/USD 0.9365 0.9382 0.18%

USD/CHF 0.8941 0.8933 0.09%

EUR/CHF 1.21568 1.21452 0.10%

EUR/JPY 138.75 137.83 0.67%
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The week ahead (July 14 – July 21) 

 

 

Market movements this week were driven by weaker-than-expected economic data release outside the US, uncertainty in 

Portuguese financial markets, and speculation on the uncertain quarterly earnings season. Investors took the chance to book profits 

following the previous week’s strong rallies globally. The market was influenced by economic data releases such as strong labor 

market reports, which signals that the US economy might be back to its pre-recession growth targets. The market was also 

influenced by economic data releases outside the US such as weak German purchasing and manufacturing data, weak French and 

Italian industrial production data, British manufacturing output slump, and the ambiguous state of Banco Esipirto Santo in Portugal. 

For the coming week, we expect investors of global equities to take positions ahead of the quarterly earnings season. We also 

expect US Treasury prices to decline following this week’s rally, as investors take the opportunity to book profits. Furthermore, we 

expect market players to continue to track US economic data specifically the release of US industrial production data, housing starts 

figure, consumer sentiment index, and retail sales figure. The euro will remain under pressure following the lower-than-expected 

economic data releases and uncertainty in Portuguese financial system. 

 

 

 

 



 

July 14, 2014 

Philippine Financial Markets 

The local equities market was barely changed on mixed data overseas. On the other hand, the local fixed income market 
rallied on strong liquidity and positive sentiment in the country due to R&I’s credit rating upgrade. Meanwhile, the 
Philippine peso depreciated on broad risk-off sentiment due to debt worries in Portugal.   
 
 
Local Equities  
    

The local equities market ended the week barely changed as market participants 
reacted to mixed news and data overseas. The bellwether PSE index breached 
the 7,000-mark during intraday trading at the beginning of the week, before 
investors proceeded to take profits from the year-to-date highs. Local equities 
primarily took their cues from overnight market movement and key economic 
data releases in the US. Week-over-week, the PSEi gained a meager 1.78 
points, or 0.03%, to close at 6,901.09. For the week, foreign investors were net 
buyers at Php0.89 billion.  

 
 

Conglomerate 

     GT Capital Holdings Inc. is investing Php8 billion to develop more residential towers in Pasay and Bonifacio Global 
City (BGC) through Federal Land, Inc. GT Capital will allocate P4.2 billion to Php6.2 billion to partially finance the 
construction of Park West, Central Park West and Madison Park West projects in Veritown Fort in BGC while another 
P1.778 billion is earmarked to its Pasay projects. GT Capital plans to offer P10 billion worth of debt papers, with an 
oversubscription option of up to P12 billiony. 

  
Property 

   Megaworld Corp (PSE Ticker: MEG) is reportedly constructing an "ultra high-end" development in Fort Bonifacio. 
According to a disclosure, MEG has budgeted P45 billion over the next 10 years to build McKinley West on a 34.5-
hectare property. A record 285 lots were sold in less than a week back in 2010. The company will commission 
Broadway Malyan, a UK-based architectural firm, to design the estates. 
 
 

Services 

Philippine Long Distance Telephone Co (PSE Ticker: TEL) finished a P600-million, fiber-optic cable project in Bohol. 
The fiber link will support the Internet broadband requirements of the province and allows TEL to provide fiber-to-the-
home services. It further supports the operations of wireless subsidiaries Smart Communications and Sun Cellular. At 
the end of March 2014, TEL's fiber-optic network consisted of more than 85,000 km of inland and submarine cables. 

 
Manila Electric Co (PSE Ticker: MER) says electricity bills will rise approximately P0.03/kWh in July for a typical 

household consuming 200 kWh. Higher bills will be a result of higher transmission charges, as well as higher 
generation charges due to tighter power supply. The charges will be tempered slightly by distribution charges, which 
will be P0.15/KWh lower for the regulatory year running from July 2014 to June 2015.  
 
 

Power and Energy 

 Trans-Asia Oil & Energy Development Corp (PSE Ticker: TA) secured contracts from the government to construct 
three hydroelectric power plants. According to a disclosure, TA was awarded contracts for a 300MW project in Rizal, a 
10MW project in Isabela, and a 10MW project in Benguet. The company is already in the process of developing power 
plants in Batangas and Guimaras. 

  

4-Jul 11-Jul % Change

PSEi 6,899.31 6,901.09 0.03%

Philippine  Stock Exchange  Index



 

July 14, 2014 

Philippine Bond Market  
 
Prices of government securities increased during the week as the Bureau of the 
Treasury auctioned Php20 billion worth of Treasury Bills.  The market was 
teeming with liquidity after the government received tenders totaling Php57 
billion, nearly three times the amount offered.  The upgrade of R&I, a Japan-
based rating agency, of the Philippines from BBB- to BBB spurred positive 
sentiment, helping in the bonds’ rally in the long-end.  Week-on-week, yields 
declined by an average of 6.4 basis points led by the belly of the curve, which 
declined by 7.5 basis points.  
  
 
Philippine Peso  
 
The Philippine peso depreciated for the week on broad risk-off sentiment due to 
debt worries in Portugal.  Peso appreciated throughout the week as more market 
players anticipate a rate hike this coming July monetary board meeting before it 
depreciated on Friday.  Overall, the Philippine peso depreciated by 9.5 centavos, 
to close at 43.560.    
 

 

 According to the Philippine Statistical Authority (PSA), the country's merchandise exports soared to US$5.48 billion in May, 

6.9 percent higher than the same period last year. For the first five months of the year, exports posted a 5.8 percent growth 

to US$24.37 billion. The growth was attributed to the increase in seven major commodities out of the top ten commodities 

for the month. Japan, China and the US were the top export markets for the Philippines, accounting for 51.6% of the 

shipments. Last year, exports accounted for about 30 percent of the country's GDP. 

 

 R&I, a Japan-based rating agency, awarded the Philippines another credit-rating upgrade on recognition of the reforms put 

in place by the Aquino administration that had paved the way for the country’s economic boom. It raised the Philippines’ 

long-term foreign currency issuer rating by a notch from the minimum investment grade of BBB- to BBB due to a consistent 

rise in per-capita income in the country following substantial investments in infrastructure. From $3,684 in 2009, per capita 

income in the country increased to $4,649 last year. 

 

 The Board of Investments (BOI) if finalizing the draft of the 2014 Investment Priorities Plan (IPP). It plans to list seven 

sectors as preferred activities that can qualify for incentives from the government: manufacturing, agribusiness and fishery, 

services, economic and low-cost housing (horizontal and vertical developments), energy, public infrastructure and logistics, 

and Public Private Partnership projects. The agency is currently working on the presentation and wording of the proposed 

2014 IPP. 

 

 The Bureau of Customs (BOC) collected Php26.97 billion in June, 16 percent lower than the Php33.29 billion target for the 

month. However, June’s collections were 14 percent higher than the Php23.63 billion collection in the same month last 

year. The June collections brought the BOC’s six-month take to Php172.22 billion or Php26.73 billion below the target for 

the period of Php198.95 billion. 

 

 Government subsidies to state-run companies declined to Php3.22 billion, a reduction of 48.4% year-on-year, in the first 

five months of the year due to their improved capacity to generate income. The biggest recipient of government financial 

assistance was the Philippine Deposit Insurance Corp. (PDIC) with P931 million or about a third of the total amount of 

subsidies given out during the period. Other top recipients of state subsidies were the Philippine Postal Corp. (Php667 

million), Social Security System (P261 million) and Social Housing Finance Corp. (P238 million).

T enor 4-Jul 11-Jul  Change

1m 1.21 1.25 4

3m 1.45 1.05 -40

6m 1.38 1.50 13

1y 1.70 1.75 5

2y 2.33 2.27 -6

3y 2.73 2.57 -16

4y 2.97 2.85 -12

5y 3.50 3.50 0

7y 3.62 3.58 -5

10y 3.95 3.90 -5

20y 5.15 5.05 -10

25y 5.13 5.07 -6

Average -6

Peso Yie ld Curve                                          
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The week ahead (June 14 – July 21) 

 
We expect the PSEi to trade range-bound between 6,830 and 7,020, lacking any major economic data and key events. The index 
will continue to track overnight market movement in the US and more closely track markets in Indonesia, as the results of the 
presidential race in the latter draws near. 

For the week ahead, yields in the local fixed income market may trade sideways with an upward bias on continued hawkish stance 
from the BSP.  Globally, market players will be watching out for the initial jobless claims and housing starts data from the US. In the 
local front, data releases include overseas remittance growth and balance of payments. 

For the peso, we expect the currency to appreciate next week as more market players expect that BSP will raise rates this month.  
However, debt worries in Portugal may cause a global risk-off sentiment, dampening demand for risky assets.   

                                                                                                                                                                           


