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July 22, 2013 

Global Financial Markets 
 
Global equities markets were mostly unchanged from the previous week’s close as mixed economic data releases 

coincided with continued concerns on the US Federal Reserve’s next move with regard to its bond purchases. However, a 

dovish tone set by Fed Chair Bernanke during his testimony to the US congress boosted sentiment. Prices of US Treasury 

prices also ended the week mostly unchanged for the same reasons, while the US dollar mostly appreciated against its 

counterparts as investors realized that while the tone of Bernanke’s testimony was dovish, there was really nothing new 

compared to other statements on the QE program.  

Global Equities 
 
 

Global equities markets ended barely changed 

from the previous week’s close as investors 

weighed a mixed bag of economic data releases 

throughout the week, mostly upbeat US corporate 

earnings results, and continued concerns that the 

US Federal Reserve could soon taper down its 

bond purchase program. However, the dovish 

tone set by Fed Chair Bernanke during his 

speech to the US congress within the week 

served to assuage these fears on the QE-tapering 

somewhat, and most equities markets closed 

Thursday higher.  

Also driving market sentiment for the week was 

China’s GDP figure for the second quarter, 

released just Monday. The world’s second largest 

economy’s GDP growth slowed to 7.5% in the 2
nd

 

quarter, from the 7.7% expansion posted in the 1
st
 

quarter of the year. While warmly received by 

market players as the figure was in line with 

market estimates, the slowdown added to 

speculation that policy makers would act to 

safeguard their growth goal of 7.5% for the year, 

despite Premier Li’s signal of reluctance to boost 

stimulus as he tries to reduce financial risks.  

Week-on-week, the MSCI World index inched higher by 0.97% led by the European region, which rose 1.07% and the Asia-Pacific 

ex-Japan region, which rose 0.16%. The Dow Jones Industrial Average index and the S&P500 index rose 0.06% and 0.35%, 

respectively. 

Economic releases for the week were mixed, with most negative data originating from the Euro-zone. 

 For the month of July, consumer confidence in the US unexpectedly fell, with the Thomson Reuters/University of 

Michigan preliminary index of consumer sentiment falling to 83.9 from 84.1 in June. The figure was also lower than the 

market estimate of 84.7. Americans showed less optimism on the US economy amid recent increase in mortgage 

rates and gas prices. At the same time, however, a gauge of current conditions leapt to a six-year high as stock prices 

recovered from June’s massive plunge. 

 US retail sales increased 0.4% last June, lower than the market estimate of a 0.8% increase, to a seasonally adjusted 

US$422.79 billion. Moreover, the May growth figure was downwardly revised to 0.5% from the previous 0.6% growth. 

Not including motor vehicles and gasoline, retail sales shrank 0.1%, much lower than the market estimate of a 0.4% 

increase. Meanwhile, sales at gasoline station rose 0.7% while auto sales rose 1.8%, sustaining growth so far this 

year.  

11-Jul-13 18-Jul-13 % Change

MSCI World 1,496.67 1,511.13 0.97%

MSCI Europe 101.61 102.70 1.07%

MSCI Asia-Pacific ex-Japan 440.47 441.16 0.16%

Dow Jones Industrial Average 15,460.92 15,470.52 0.06%

S&P 500 1,675.02 1,680.91 0.35%

Global Equity Performance
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 Last June, consumer prices in the US registered the sharpest increase in five months. On an annual basis, inflation 

rose 1.8%, beating the market estimate of a 1.6% gain. Month-on-month, inflation was up 0.5%, also higher than the 

market estimate of 0.3%. Not including the volatile food and energy sectors, “core” prices rose 0.2% on a monthly 

basis and 1.6% on an annual basis, both meeting the market estimate. The rise in prices was driven by a 6.3% spike 

in seasonally adjusted gasoline costs. Likewise, prices of clothing increased 0.9%, the largest increase in over two 

years. More was also paid for shelter, food, prescription drugs and new cars, though prices of airfares fell sharply. 

 Industrial production in the US rose last June, increasing by a seasonally adjusted 0.3%, meeting market estimates. 

Moreover, the use of available production capacity rose 0.1% to 77.8%, slightly higher than the market estimate of 

77.7%. The biggest component of industrial production, manufacturing, improved by 0.3% and likewise, output of 

automotive products, machinery and home electronics all posted large gains. Almost all sectors posted gains except 

for a 0.1% dip in utility output, which is the smallest segment of industrial production.  

 Last June, new home construction in the US fell 9.9% on a monthly basis to a seasonally adjusted annual rate of 

836,000 units. Market estimate was for construction to increase 5.0% month-on-month. The large drop was mainly 

due to a 26.0% decline in the multi-unit category, while construction of single-unit homes slipped back just 0.8%. 

Building permits, which indicates the level of future construction activity, likewise tanked 7.5% to an annualized rate of 

911,000. Market estimate was for permits to increase 1.5% to 1,000,000. 

 For the week ended July 13, the number of Americans filing for unemployment benefits declined by 24,000 to 334,000 

following the revised 358,000 in the week prior. The median estimate was for claims to come in at 345,000. Jobless 

claims fell as effects of auto-plant shutdowns began to recede. According to a Labor Department spokesperson, 

recent volatility in the job market as of late shows the difficulty in adjusting the data for the timing of annual retooling 

shutdowns by automotive makers.  

 This month, the Federal Reserve Bank of Philadelphia’s general economic index increase to 19.8, the highest level 

since March of 2011, from June’s print of 12.5. Note that any figure higher than 0 indicates expansion in the region 

covering eastern Pennsylvania, southern New Jersey and Delaware. Market estimate was for the index to register a 

reading of 8. Within the index, the shipments gauge climbed to 14.3, the highest so fast this year, from 4.1. The 

employment gauge likewise rose to 7.7, the strongest since April 2012, from a -5.4 in June this year. Meanwhile, new 

orders rose at a slower pace this month with the index falling to 10.2 from 16.6 last month, which had been the highest 

in over two years. 

 According to the Center for European Economic Research (ZEW), the German monthly indicator of expectations 

dropped to 36.3 from 38.5 last June, lower than the market estimate of an increase to 40.0. In other news, exports 

from the Euro-zone to the rest of the slumped 2.3% on a monthly basis last May, and imports were down 2.2%. 

 Factory output in the Euro-zone fell in May for the first time in four months. Industrial production declined 0.3% month-

on-month as opposed to the market estimate of a 0.2% expansion, dragged down by dips in Germany and in France.  

 

 

 

Global Bonds 

 

US Treasury prices ended the week mostly unchanged as earlier gains made 

following a dovish commentary from Federal Reserve Chairman Ben 

Bernanke were countered by positive economic data release, which lured 

investors towards riskier assets.  

On Thursday, the Treasury Department also held the closely-monitored 

auction of US$15 billion 10-year Treasury-Inflation Protected Securities 

(TIPS), which marked the first time in over two years that the government 

paid out a positive yield for such. The auction saw robust demand from 

investors, and as such the securities were sold at a rate of 0.384%, less than 

the 0.418% for similar notes already in the market prior to the auction. 

 

 

 

US Treasury Yield Curve

Tenor 11-Jul 18-Jul  +/- bps

3m 0.030 0.025 -0.51

6m 0.066 0.066 0.00

2y 0.329 0.303 -2.66

5y 1.391 1.328 -6.38

10y 2.572 2.528 -4.37

30y 3.630 3.626 -0.35
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Currencies  
 

The week began with quiet trading as investors remained on the sidelines 

ahead of Fed Chair Bernanke’s testimony to the US congress. During his 

speech, Mr. Bernanke once again stressed that the central bank’s 

timetable for winding down its bond purchases has not been determined 

and could easily be pushed back depending on the economy’s condition. 

He further noted a number of risks to growth, inflation and financial 

markets that could result to a change in the Fed’s plans. Following his 

commentary, the US dollar initially depreciated due to the dovish tone, 

though bounced back as investors later realized that not much had 

changed from the Fed Chair’s previous statements. Week-on-week, the 

greenback appreciated by 1.44% against the euro and 0.44% against the 

Japanese yen.  

 

 

The week ahead (July 22–July 26) 

 

This week, movements of global markets were mainly driven various economic data releases as well as comments from the Federal 

Reserve Chairman Ben Bernanke regarding developments the central bank’s bond purchase program. For the week ahead, market 

players are seen to remain on the sidelines as they await for more data releases, particularly from the US housing sector. Barring 

any negative data releases from Asia, particularly China, and the Euro-zone, sentiment should continue to be positive.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Currencies 

12-Jul 19-Jul % Change

USD/PHP 43.800 43.430 0.85%

EUR/USD 1.3220 1.3030 -1.44%

GBP/USD 1.5509 1.5337 -1.11%

USD/JPY 97.28 97.71 -0.44%

AUD/USD 0.9197 0.9329 1.44%

USD/CHF 0.9276 0.9416 -1.49%

EUR/CHF 1.22601 1.22696 -0.08%

EUR/JPY 128.61 127.31 1.02%
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July 22, 2013 

Philippine Financial Markets 

The local equities market rallied on the back of global economic events such as China’s 2Q 2013, which was in line with 
market estimates, as well as US Federal Reserve Chairman Ben Bernanke’s testimony before the US congress. Likewise, 
the prices of local government securities continued to increase following a well-received 3-Year FXTN auction. The 
Philippine peso, on the other hand, appreciated on positive local developments. 
 

 
 

Local Equities 
 

The local equities market sustained its uptrend from last week buoyed by 
China’s 2Q13 economic growth, which came in line with market estimates, 
before correcting last Tuesday as investors cashed in on profits made during 
the five-day rally.  The market then focused on Federal Reserve Chairman Ben 
S. Bernanke’s semi-annual congressional testimony where he emphasized that 
the asset-purchase program will be responsive to economic developments and 
is unlikely to be wound down soon – affecting the market positively.  At the last 
day of the week, however, the index traded lower after San Miguel Corporation 
(SMC) sold Php17.3 billion worth of Meralco (MER) shares at a 10.7% discount 
to Thursday’s close in order to fund SMC’s expansion in oil and gas.  Week-on-
week, the index gained 46.81 points, or +0.71%, to close at 6,621.02. For the 
week, foreigners were net buyers at Php7.27 billion. 
 

Conglomerate 

 San Miguel Corporation (SMC)., is planning to raise around US$4 billion through selling power assets to fund the 
company’s transformation from  being a brewer and foodmaker into an investor in energy, mining, airlines and roads. 
Once the company’s plan to sell 32.8% and 49% stake in Meralco and SMC Global Power Holdings Corp is 
completed, this would bring asset sales to roughly US$10 billion. However, SMC President Ramon Ang pointed out 
that it would be desirable if the company can sell something good but also added that they are not in a hurry to do so. 
 

 Metro Pacific Tollways Corp. (MPTC), a unit of Metro Pacific Investments Corp. (MPIC), has allotted a Php3 billion 
capital expenditure program for its road construction projects this year. MPTC President and CEO Ramoncito 
Fernandez said that Php1.7 billion of the total funds would be for the Segment 9 project which involves a 2.4 kilometer 
stretch from Valenzuela City to MacArthur Highway and is expected to be completed by mid-2014. He added that 
these expansions would promote tourism especially in the northern part of Luzon. 

 

 
Mining & Oil 

 Philex Petroleum Corp., has recently divested its share in Vietnam American Exploration Co. (Vamex) for Php2.1 
billion. Philex’s subsidiary, Pitkin Petroleum Plc, has successfully completed the sale of all interests  in the Vietnam 
exploration firm from which it resulted to a gain of approximately Php200 million. The company said that Pitkin would 
likely use the proceeds, together with its existing financial resources to fund exploration activities on its existing assets 
as well as to acquire new oil and gas exploration assets. 
 
 

Properties 

 Federal Land Inc., will be receiving Php1.1 billion in fresh equity from GT Capital Holdings, Inc. According to Federal 
Land Executive Vice President and General Manager Jose Mari Banzon, the proceeds of the capital infusion will be 
used to fund the construction of existing projects. He added that the property unit’s capital requirements are fully 
funded for this year, committing to spend around Php12 billion for its property projects, which is higher than the Php9 
billion it spent in 2012. 
 

12-Jul 19-Jul % Change

PSEi 6,574.21 6,621.02 0.71%

Philippine  Stock Exchange  Index
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Philippine Bond Market  

For the week, the local fixed income market sustained its rally as bargain-
hunting was observed amid US Fed Chairman Bernanke’s dovish speech 
in front of the Congress and the well-received reissuance of the 3-Year 
FXTN in an auction held last July 16. Week-on-week, yields fell by an 
average of 23.65 basis points led by the belly of the curve, which dropped 
by 41.66 basis points. The short-and long-ends of the curve, meanwhile, 
declined by 5.16 and 18.31 basis points, respectively. 
 
 
The Bureau of the Treasury sold Php30 billion worth of the re-issued 3-
year Fixed Rate Treasury Notes on an auction last July 16. Bids for the 3-
year notes averaged at 2.054%. Coupon rate was at 1.625%, which was 
the original rate at its issuance last April. Total bids amounted to 
Php67.783 billion, more than twice the offered amount. 
 
 
Philippine Peso 

 
On the local currency market, the Philippine peso traded sideways during 
the week as investors remained cautious ahead of US Fed Chairman Ben 
Bernanke’s semi-annual Moneatary Policy Report. Towards the end of the week, the peso surged on the back of the strong balance 
of payments figure recorded for June. For the week, the local currency gained 5 centavos to close at 43.350. 
 
 
Remittances from Overseas Filipino Workers rose by 5.3% year-on-year in May to US$1.86 billion which is the highest monthly 

result so far for this year, according the Bangko Sentral ng Pilipinas (BSP). This brought the year-to-date figure to US$8.783 billion 

which is 5.6% higher than US$8.317 billion reported in the same period last year. The BSP attributed the robust remittances to 

sustained strong demand for skilled Filipino manpower overseas. 

 

The country’s Balance of Payments (BoP) for June 2013 soared to US$692 million from US$14 million recorded during the same 

month last year. The latest BoP figure pushed the country’s BoP surplus to US$2.58 billion for the first half of 2013. On a monthly 

basis, June 2013 surplus jumped by US$617 million from US$75 million registered in the previous month. According to the BSP 

Governor Amando M. Tetangco, Jr., the growth was buoyed by the sustained inflows from remittances and business process 

outsourcing (BPO) services. 

 

Data from the Bureau of the Treasury (BTr) showed that the government’s outstanding debt grew by 4.2% year-on-year in May to 

Php5.364 trillion from the Php5.147 trillion posted in the same period a year ago. On a monthly basis, the May figure was roughly 

1% higher than the Php5.309 trillion registered as of end-April. BTr added that Php3.461 trillion of the debt or 64.5% was from 

domestic sources and the remaining Php1.903 trillion was to foreign lenders. Moreover, the country’s domestic debt stock rose  by 

13.9% to Php3.461 trillion in May from P3.038 trillion recorded in the same period of last year, while external debt declined by 9.8% 

to Php1.903 trillion from P2.109 trillion. 

 

The Bureau of Internal Revenue’s (BIR) tax collections climbed by 9.2% year-on-year to Php88.76 last June, though missed the 

month’s target of Php100.51 million. Collections from non-BIR operations, or revenue collected from government securities that are 

issued by the Bureau of the Treasury, rose by 1.94% to Php2.48 billion. Meanwhile, regional BIR offices collected Php31.53 billion 

during the month, registering a 12.48% increase. Collections from large taxpayers amounted to Php54.75 billion, up 7.61% year-on-

year. During the first six months of the year, total collections amounted to Php539.71 billion, higher by 13.92% year-on-year. For 

full-year 2013, the BIR aims to collect Php1.25 trillion in taxes, 17.59% higher than the amount collected in 2012. The target 

assumes a GDP growth rate of 6.0% for 2013. 

 

According to the Bangko Sentral ng Pilipinas (BSP), bank resources rose by roughly 12% year-on-year to Php8.453 trillion as of 

April from Php7.558 registered in the same period a year ago. Of the total amount, the bulk of it remained with universal and 

commercial banks as resources climbed by 12.13% to Php7.575 trillion as of April, from Php6.755 trillion during the same period 

last year. Thrift banks also boosted their holdings by 12.41% to Php690.9 billion from the previous year.  Meanwhile, non-bank 

financial institutions also held a considerable amount of assets, reaching Php2.120 trillion as of April. 

T enor 12-Jul 19-Jul  Change

1m 1.30 1.24 -6

3m 1.31 1.26 -5

6m 1.44 1.39 -5

1y 1.56 1.51 -4

2y 2.73 2.47 -26

3y 3.01 2.49 -53

4y 3.21 2.86 -36

5y 3.21 2.86 -35

7y 3.95 3.36 -59

10y 4.18 3.97 -21

20y 4.30 4.28 -2

25y 5.39 5.07 -32

Average -24

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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July 22, 2013 

The week ahead (July 22–July 26) 

 
We expect the local equities market to trade with an upward bias next week on the back of the country’s solid macroeconomic 
fundamentals, supported by a low-interest rate environment. The market will watch out for the outcome of central bank’s monetary 
meeting on Thursday with expectations that the central bank would maintain policy rates. However, speculations that the BSP might 
raise its inflation expecations for the year could dampen market sentiment. Next week, the trading range is between 6,500 to 6,700.   
 
On the local fixed income market, we expect sideways trading with a slight upward bias as investors begin to cash in on gains 
following last week’s rally. Meanwhile, for the Philippine peso, we continue to expect range-bound trading as market players await 
the outcome of the Monetary Board Meeting to be held on July 25. Moreover, investors will continue to be watchful over the 
developments on the global economic front, underscored by key economic data releases from the US as these will drive the timing 
of the US Federal Reserve’s decision to taper down its quantitative easing.  

 


