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July 15, 2013 

Global Financial Markets 
 
It was a relatively good week for global equities markets as investor sentiment was boosted by dovish comments from US 

Federal Reserve Chairman Ben Bernanke and as the 2
nd

 quarter US corporate earnings season started off on a positive 

note. Yields on long-tenored US Treasuries were up for the week after the US Treasury Department awarded high rates 

during its debt auctions for the week. Meanwhile, the greenback depreciated against most of its currency counterparts 

after minutes of the latest FOMC meeting revealed that policymakers were of two minds with regard to the winding down 

of the bond purchase program, and after the Fed’s Bernanke stated that a highly accommodative monetary policy would 

be needed for the foreseeable future.  

Global Equities 
 

Global equities markets rallied this 

week, mainly on the back of a dovish 

commentary from US Federal 

Reserve Chairman Ben Bernanke, 

which made clear to investors a 

winding down of the bond-buying 

program did not necessarily mean a 

tightening of monetary policy. 

Furthermore, he stated that the US 

economy would still need a “highly 

accommodative monetary policy for 

the foreseeable future” given the low 

inflation and high unemployment rate.  

The US equities market started off 

strong as investors continued to 

cheer the previous Friday’s release of 

upbeat non-farm payrolls data, 

adding to indicators that the economy 

was on track to recovery. This 

positive sentiment persevered 

throughout the week, buoyed by a 

strong kick-off to the second quarter 

corporate earnings season by 

aluminum giant Alcoa, Inc. The rally 

was sustained, with the S&P500 

index soaring to an all-time record high on Thursday’s session following the Fed chair’s statement that the monetary would remain 

accommodative in order to support economic growth. 

Over in Europe, share prices rose amid news of progress in Portugal’s political turmoil and amid prospects for a continued low 

interest rate regime in the region. Mining shares were also boosted after Alcoa, Inc. reported higher-than-expected second quarter 

earnings results and maintained its forecasted aluminum demand for the year, citing China as the leader of increased global 

demand. 

Asian shares were likewise higher, mirroring gains in Wall Street. Earlier during the week, Chinese shares had initially declined after 

economic releases showed that the country’s June exports fell 3.1% year-on-year. However, stocks managed to recover on 

optimism that the new Chinese government will employ practical approaches to ensure economic stability.  

Week-on-week, the MSCI World Index rallied 3.35%, led by the Asia-Pacific ex-Japan region which soared 3.54% and the 

European region which rose 1.52%. US equities were higher as well, with the Dow Jones Industrial Average index and the S&P500 

index picking up 2.15% and 2.64%, respectively. 

  

04-Jul-13 11-Jul-13 % Change

MSCI World 1,448.22 1,496.67 3.35%

MSCI Europe 100.09 101.61 1.52%

MSCI Asia-Pacific ex-Japan 425.41 440.47 3.54%

Dow Jones Industrial Average 15,135.84 15,460.92 2.15%

S&P 500 1,631.89 1,675.02 2.64%

Global Equity Performance
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July 15, 2013 

Economic data for the week were mostly positive, indicating a slowly healing global economy. 

 The US jobs sector had another stellar performance for the month of June, indicating that economic growth would 

soon pick up as it gradually wears out the impact of tax hikes and budget cuts. According to the Labor Department, 

non-farm payrolls rose by 195,000, much higher than the market forecast of a 165,000 increase. Moreover, 

employment counts for April and May were upwardly revised by another 70,000 jobs as an uptick in private 

employment overcame a decline in government payrolls. Meanwhile, the jobless rate remained unchanged from May’s 

7.6%. 

 Last June, the US government posted as budget surplus of US$116.5 billion, the highest ever recorded, driven by a 

combined dividend payment from mortgage companies Fannie Mae and Freddie Mac. The figure was higher than the 

market estimate of a US$115.0 billion surplus, and compares to a deficit of US$59.74 billion posted one year ago. For 

the first three quarters of the fiscal year, which had begun October 1, the budget deficit amounted to US$509.83 

billion, lower 44% on an annual basis. Over the past nine months, receipts spiked around 14% to US$2.087 trillion, 

mainly on the back of higher payroll taxes, higher tax rates for households with incomes higher than US$450,000, 

strong jobs growth and higher incomes. Note that the last time the deficit was under US$1 trillion was in 2008, when 

spending was higher than revenue by US$458.55 billion. 

 The number of Americans filing for unemployment claims rose 16,000 to a seasonally adjusted 360,000 last week, 

higher than the market estimate of 340,000. The less-volatile four-week moving average of claims was also slightly 

higher by 6,000 to 351,750. Though this was slightly worrisome as the weekly figure was at a two-month high, it 

should be noted that volatility in jobless applications are commonly observed in July as auto factories close for annual 

retooling. 

 The US hiring rate, or the percentage of workers hired relative to total employment, ticked up slightly to 3.3%, based 

on the Job Openings and Labor Turnover Survey in May. Job openings had risen to a seasonally adjusted 3.828 

million, slightly higher than the market estimate of 3.8 million, following April’s upwardly revised 3.8 million. Based on 

the survey, for every job opening, there were only 3.07 people looking for work. This was a much better figure than the 

3.37 level reported a year ago, and the 6 reported in July 2009. 

 Last May, US wholesale stockpiles fell 0.5% to a seasonally adjusted US$500.87 billion. This was much lower than 

the market estimate of a 0.3% increase and was the largest decline since September 2011. Meanwhile, figures last 

April were downwardly revised to -0.1% from the previous 0.2% growth. The weakness in May was in part due to 

smaller wholesale inventories of durable goods, which dropped 0.3%, the biggest fall since December of 2009. On the 

other hand, sales were strong, higher by 1.6% compared to the market estimate of +0.3%.  

 Confidence among small business owners in the US fell slightly in June, as the National Federation of Independent 

Business’ (NFIB) small-business optimism index gave back 0.9 of a point to 93.5. This was higher than the market 

estimate of 94.9, from a 12-month high of 94.4 last May. According to the NFIB, the problem for most business owners 

was weak demand.  

 Last May, German manufacturing orders fell 1.3%, contrary to the market estimate of a 1.2% increase, following 

April’s revised 2.2% decline. The situation in May was more or less the same as April, as depressed domestic demand 

caused orders to fall. Domestic orders fell by 2.0% month-on-month following the 3.2% decline in April, while foreign 

orders fell 0.7% month-on-month as orders from the Euro-zone fell 3.9%.  

 German inflation accelerated for a second straight month last June, rising 0.1% month-on-month and hitting the 

highest level since December last year. On a yearly basis, consumer prices rose 1.8%, matching preliminary 

estimates.  

Global Bonds 

 

US Treasury prices managed to slightly recover amid some bargain hunting 

following last week’s huge sell-off, though yields on the long-end still ended 

higher as the US Treasury Department sold debt with yields at multi-year 

highs.  

On Tuesday, the US Treasury Department’s US$32 billion auction of three-

year notes yielded 0.719%, more than double the 0.354% yielded at the May 

28 auction of the same tenor. This was also the highest yield since June 

2011. Demand was quite strong as the bid-to-cover ratio came out at 3.35 

US Treasury Yield Curve

Tenor 4-Jul 11-Jul  +/- bps

3m 0.041 0.030 -1.02

6m 0.071 0.066 -0.51

2y 0.363 0.329 -3.40

5y 1.417 1.391 -2.60

10y 2.503 2.572 6.89

30y 3.493 3.630 13.66
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compared to the 2.95 at the previous auction.  

Wednesday’s auction of US$21 billion worth of 10-year notes was also met with slightly weaker demand, the bid-to-cover ratio at 

2.57, lower than the average of 2.78 over that past 8 auctions. The notes were sold at a yield of 2.67%, the highest in two years. 

The final auction for the week sold US$13 billion worth of 30-year bonds, which garnered strong demand. Investors were attracted 

by the highest yield offered by the government for the longest-dated bond in over two years. The bonds were sold at a yield of 

3.660%, the highest since a 3.750% rate offered in August 2011. The bid-to-cover ratio was at 2.26, compared to an average of 

2.59 over the past 10 sales. 

Week-on-week, the 2-year benchmark yield fell 3.40 basis points to 0.329% while the 10-year benchmark yield rose 6.89 basis 

points to 2.572%. 

Currencies  
 

The US dollar started off the week slightly stronger that most of its 

currency counterparts as strong labor data further fuelled speculation on 

the Fed tapering down its bond purchase program. However, it was all 

downhill from Wednesday onwards. First, minutes from the FOMC’s most 

recent policy meeting showed that policymakers were divided over 

tapering the central bank’s easing measures. Adding to that were Fed 

Chair Ben Bernanke’s dovish comments following the release of the 

minutes, which served to pull down the greenback even further. Week-on-

week, the US dollar depreciated 1.64% against the euro and 2.19% 

against the Japanese yen. 

 

 

The week ahead (July 15–July 19) 

 

This week, movements of global markets were mainly driven by comments from the Federal Reserve and its Chairman Ben 

Bernanke regarding developments on the US$85 billion bond purchase program and the current low interest rate environment. For 

the week ahead, market players are seen to consolidate substantial gains made over the past week. Sentiment should continue to 

be positive, though could be dampened if more negative data is released from the Asian region, in particular China. Economic 

releases for the week ahead include US consumer confidence, retails sales change and monthly industrial production data.  

 

 

 

 

 

 

 

 

 

 

 

Currencies 

5-Jul 12-Jul % Change

USD/PHP 43.400 43.320 0.18%

EUR/USD 1.2829 1.3039 1.64%

GBP/USD 1.4890 1.5134 1.64%

USD/JPY 101.20 99.03 2.19%

AUD/USD 0.9067 0.9154 0.96%

USD/CHF 0.9640 0.9503 1.44%

EUR/CHF 1.23660 1.23908 -0.20%

EUR/JPY 129.82 129.13 0.53%
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Philippine Financial Markets 

A slew of positive economic news on the local front, underscored by the IMF’s upgrade of the country’s growth and recent 
dovish comments made by US Fed Chairman Ben Bernanke buoyed interest in Philippine assets as both the local equities 
and fixed income markets rallied for the week. Meanwhile the Philippine peso remained unchanged as fears of the Fed 
tapering off its QE were offset by the country’s solid macroeconomic fundamentals. 

 
 

Local Equities 
 

The local equities market started the week on a downtrend after upbeat data 
on the US jobs market raised concerns that the US Federal Reserve may 
soon begin to taper off their quantitative easing.  This downtrend was 
exacerbated by the 0.8% decline in exports for the month of May as electronic 
shipments continued to lessen.  At the latter part of the week, however, the 
market reversed its losses after the International Monetary Fund (IMF) raised 
the Philippines’ growth forecast from 6.0% to 7.0% for 2013 and after US 
Federal Reserve Chairman Ben Bernanke said that the U.S. economy would 
continue to need economic stimulus measures.  Week-on-week, the index 
gained 73.73 points, or +1.13%, to close at 6,574.21. For the week, 
foreigners were net sellers at Php1.31 billion. 
 
 

Gaming 

 Belle Corp., the leisure and gaming unit of SM Investments Corp. (SMIC) recently channeled the entire proceeds of its 
Php4.5 billion share for the construction of the US$1.3 billion Belle Grande Manila integrated casino and resort. The 
complex, which is located at Philippine Amusement and Gaming Corp.’s (Pagcor) Entertainment City, offers around 
20,000 sq.m of gaming space and 900 hotel rooms. Melco Crown Entertainment Ltd. (Melco), is in partnership with 
Belle for this mega-casino project. Moreover, Melco Co-Chairman and CEO Lawrence Ho stated that the company will 
be looking at its vast gaming network of Asians, specifically Chinese and Hong Kong visitors to come to the 
Philippines. 
 
 

Power 

 Energy Development Corp. (EDC) will be spending around US$66.3 million for funding its four geothermal projects in 
Chile and Peru, as per its signed agreements with Canadian company Aterra Power Corp., the company reported in a 
disclosure. Last month, both companies had signed project agreements for the development of the Mariposa power 
project in Chile and three others in Peru. Based on the agreements, EDC would fund the next US$58.3 million for the 
Mariposa project and US$8 million for all three projects in Peru, in addition to Alterra’s past development expenses. 
 

Properties 

 Empire East Land Holdings Inc. (ELI), a unit of Megaworld Corp., is allotting roughly Php25 billion in the next five 
years for more projects and land bank expansion. According to ELI President Anthony Charlemagne Yu, the 5-year 
spending program will be funded through internally generated cash and equity from its parent firm. He added that the 
company has already set aside approximately Php4.5 billion for construction expenses for this year. Mr. Yu also 
stated that part of the company’s 2013 strategy was launching new real estate concepts and expanding the territory in 
South Luzon. 
 

5-Jul 12-Jul % Change

PSEi 6,500.48 6,574.21 1.13%

Philippine Stock Exchange Index
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Philippine Bond Market  

On the local fixed income market, quiet trading was observed early in the 
week amid the lack of fresh leads. However, prices of government 
securities picked up towards the end of the week as market players 
bargain-hunted, fuelled by the IMF’s upgraded growth forecast for the 
country as well as US Fed Chairman Ben Bernanke’s statement that the 
US economy would still need a highly accommodative monetary policy for 
the foreseeable future. Week-on-week, yields fell by an average of 11 
basis points led by the belly and long-end of the curve which dropped by 
10.72 and 28.82 basis points, respectively. 
 
 
 
 
Philippine Peso 
 
On the local currency market, the Philippine peso weakened at the start 
of the week following upbeat US employment data which suggested that 
the US Federal Reserve may reduce its bond purchases in the near-term. 
However, a slew of positive economic news such as the resolution of political crisis in Portugal, US Fed Chairman Ben Bernanke’s 
dovish statement regarding the central bank’s QE measures and IMF’s upgrade of the country’s growth pushed the peso towards 
the path of recovery, causing it to appreciate until Thursday. On Friday, the peso depreciated as market players cashed in on gains 
from the previous days’ rallies. For the week, the local currency remained unchanged at 43.400. 
 
 
Data from the Bangko Sentral ng Pilipinas (BSP) showed that the country’s gross international reserves (GIR) fell for the third 
consecutive month in June to US$81.6 billion from May’s US$81.967. The BSP attributed the decline to the revaluation adjustments 
on the BSP’s gold holdings arising from the decrease gold prices in the international market. However, the on a year-on-year basis, 
the GIR was still relatively healthy, up by 7.19% from the US$76.129 billion. Moreover, the GIR covers 11.8 months’ worth of 
imports and equivalent to 8.3 times the country’s short-term external debt based on original maturity and 6 times based on residual 
maturity. 
 
According to the Bangko Sentral ng Pilipinas (BSP), net foreign direct investments (FDI) inflows soared 61.6% year-on-year last 
April to US$202 million from the US$126 million recorded a year ago, and the US$78 net outflow in March. Around US$189 million 
were brought in by foreign investors in equity capital last April, which is more than 7 times the US$26 million gross inflow during the 
comparable period last year. Moreover, the bulk of the equity capital investments came from the US, UK, Hong Kong, Singapore 
and a multilateral organization and was directed to financial and insurance activities, real estate activities, manufacturing and mining 
and quarrying sectors. 
 
According to the Bangko Sentral ng Pilipinas (BSP), foreign portfolio investments continued to registered a net hot outflow in June 
at US$22.98 million as withdrawals outweighed placements which posted at US$2.865 billion and US$2.842 billion, respectively. 
However, the June net outflow figure is much lower than the US$640.84 million recorded in May when the US Federal Reserve first 
hinted that it could soon reduce its bond-buying program. The BSP stated that the expected return of funds to emerging markets 
has already begun in June this year. 
 

The country’s exports once again declined in May, falling 0.8% on an annual basis. According to data released by the National 

Statistics Office, the decline was caused by lower shipments of machinery and transport equipment, ignition wiring sets, clothing, 

electronics and metal components. For the first five months of 2013, export growth was at -6%, vastly below the government’s 10% 

targeted growth for the year. Electronics, the biggest component of the country’s exports at 35%, dropped 9.3%. Japan continued to 

be the top recipient of the country’s exports at 20.1%. 

 

Data from the Bureau of the Treasury (BTr) showed that government debt payments registered at Php29.533 billion in May or 

20.99% lower than Php37.387 billion in the same period a year ago. The decline was mainly due to the decline in principal 

payments which fell by 38.94% to Php12.832 billion from Php21.016 billion. Out of the total principal payments, Php7.605 bill ion 

went to local lenders while Php5.227 billion to external creditors. Meanwhile, interest payments, registered at Php16.701 billion in 

the same period from the Php16.362 billion recorded last year. 

Tenor 5-Jul 12-Jul  Change

1m 1.30 1.30 0

3m 1.30 1.31 1

6m 1.42 1.44 2

1y 1.56 1.56 0

2y 2.74 2.73 -2

3y 3.01 3.01 1

4y 3.34 3.21 -13

5y 3.48 3.21 -27

7y 4.08 3.95 -13

10y 4.53 4.18 -34

20y 4.40 4.30 -10

25y 5.81 5.39 -42

Average -11

Peso Yield Curve                                       

(PDST-F Reference Rates)
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July 15, 2013 

The week ahead (July 15–July 19) 

 

We expect the local equities market to trade sideways with an upward bias next week on the back of Federal Reserve Chairman 
Ben S. Bernanke’s statement that the U.S. economy would continue to need stimulus measures.  This news should bode well for 
emerging markets like the Philippines.  Also, the remittance figure to be released next week should serve as support for equities as 
we expect it to come out with a positive surprise.  Next week, we expect trading range to be between 6,450 and 6,650. 
 
On the local fixed income market, we expect sideways trading with a slight downward bias for the short-end and belly of the curve 
as investors position ahead of the 3-year FXTN auction on July 18. For the long-end of the curve, we anticipate sideways trading 
with an upward bias as profit-taking may be observed following previous days’ rallies. Meanwhile on the local currency market, we 
expect trading to continue to be range-bound amid the lack of fresh leads. However, the release of remittances inflows from 
Overseas Filipino Workers is scheduled on July 15. Likewise, investors will continue to keep an eye on developments from the 
global economic front especially in the US as economic data releases will point to the what direction the US Fed will take with 
regard to its quantitative easing measures. 


