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July 29, 2013 

Global Financial Markets 
 
Global equities markets closed mixed amid varied economic data releases throughout the week, mixed corporate earnings 

results and continued concerns on the China’s economic slowdown. Meanwhile, prices of US Treasuries were mostly 

lower as investors continued to speculate on the Fed’s tapering of its bond purchases. Weak demand was also seen 

during the three debt auctions held by the Treasury Department Tuesday through Thursday. The euro weakened against 

the US dollar amid continued speculation on the Fed's tapering of its purchases. 

Global Equities 
 
Once again, global equities markets ended 
the week mixed amid the second quarter 
corporate earnings season in both the US 
and Europe, continued data releases—  
some of which were downbeat—and 
recurring concerns on China’s slowdown.  
 
While equities markets in the US and Europe 
were mostly lower on disappointing 
manufacturing and home sales data from the 
world’s largest economy, Asian shares were 
higher despite the worries over China’s 
growth trajectory. A survey indicated that 
manufacturing activity in China continued to 
weaken. HSBC’s China manufacturing 
Purchasing Managers’ Index fell to 47.7 in 
July, from a final reading of 48.2 in June. 
However, the unfavorable sentiment brought 
about by the release was tempered by 
hopes that the Chinese government would 
take steps to keep economic growth above 
7%. True enough, the government unveiled 
new stimulus measures on Wednesday, 
which included tax cuts for small businesses 
and increased investments in railways. 
Analysts commented, though, that the 
stimulus package was small and mainly targeted supply-side measures. 
  
Week-on-week, the MSCI World index inched higher by 0.44% led by the Asia-Pacific ex-Japan region, which rose 1.21% while the 

European region fell -0.03%. The Dow Jones Industrial Average index and the S&P500 index slid 0.04% and 0.20%, respectively. 

Economic data releases for the week were mixed, especially from the world’s largest economy. . 

 US existing home sales dropped 1.2% month-on-month last June to an annual rate of 5.08 million, according to data 

released by the National Association of Realtors (NAR). The market estimates was for sales to increase by 1.5% to an 

annual rate of 5.26 million. In spite of the decline, however, the figure still registered the second-best month of sales 

since November of 2009. On an annual basis, sales spiked 15.2%. Following the release of its report, the NAR 

cautioned that increasing home prices were “unsustainable” and that the rising mortgage rates could slow down in the 

next couple of months.  

 Last June, the Federal Reserve Bank of Chicago’s National Activity index rose to -0.13 from -0.29 in May. Likewise, 

the less-volatile three-month moving average rose to -0.26 from -0.37, the fourth straight month that the reading came 

in below zero. The improvement was driven by production-related components, which rose into the positive territory of 

0.04 from the previous -0.12, while the employment-related component inched up to 0.06 from 0. Meanwhile, 

consumption and housing fell to -0.19 from -0.15. Note that a negative reading indicates below-trend economic 

growth. 

 For the month of July, the Federal Reserve Bank of Richmond’s manufacturing current business conditions dropped to 

-11 from a downwardly revised 7 in June. Note that the June figure was the first reading above zero since March. The 

new orders index dropped to -15 from 9 and the shipment index fell to -15 from 11. Meanwhile, the employment index 

was steady at 0, though the workweek index declined to 2 from 11. Showing an improvement was the shipments-

18-Jul-13 25-Jul-13 % Change

MSCI World 1,511.13 1,517.72 0.44%

MSCI Europe 102.70 102.67 -0.03%

MSCI Asia-Pacific ex-Japan 441.16 446.48 1.21%

Dow Jones Industrial Average 15,548.54 15,542.24 -0.04%

S&P 500 1,689.37 1,685.94 -0.20%

Global Equity Performance
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July 29, 2013 

expectations index, which crept up to 24 from 21, and the orders-expectations index, which also climbed to 24 from 

21. 

 Last June, US durable goods orders rose more than expected, indicating an uptick in demand that could help 

manufacturing and, subsequently, the economy, in the second half of 2013. Order rose 4.2% month-on-month, driven 

by transportation equipment. This compared to the consensus estimate of a 1.4% advance, and the upwardly revised 

5.2% gain recorded in May. The gain was driven by a spike in orders for transportation equipment as automobiles and 

parts rose 1.3% following May's 0.8% drop. Likewise, orders for non-defense capital goods, electronics and other 

equipment climbed 0.7% in June following the 2.2% rise in the prior month. 

 The number of Americans filing for unemployment benefits rose by 7,000 to 343,000 last week, following the revised 

336,000 in the prior period. Market estimate was for the claims to rise to 340,000. The uptick came as annual auto-

plant shutdowns continued to cause volatility in the jobs market. Beyond the swings, however, payroll gains are 

improving, indicating that consumer spending could improve in the second half of 2013. 

 US new home sales spiked 8.3% month-on-month last June to a seasonally adjusted annual rate of 497,000. This was 

much higher than the market estimate of a 1.7% increase to 484,000, and was also the highest level since May of 

2008. On an annual basis, sales jumped 38.1%. A surge in sales led to limited inventory, which in turn pushed up 

home prices. For the month of June, the new home stocks was at 161,000, which would take only 3.9 months to be 

sold out, the quickest pace since January. Moreover, the median price for a new home sold climbed 7.4% year-on-

year to US$249,700. 

 The US factory sector gained momentum in the July, as Markit’s “flash” purchasing managers’ index (PMI) rose to 

53.2, beating the market estimate of 52.6 and higher than June’s final reading of 51.9. This was also the highest 

reading in four months. Chief economist of Markit Chris Williamson stated that the US manufacturing sector once 

again improved in July as output, order books and employment all posted growth. However, he added that the pace of 

growth in manufacturing was still well below that seen at the start of the year, which reflected weaker demand from 

many export markets, particularly China and other emerging markets.  

 Consumer confidence in the Euro-zone improved to -17.4 last July, the highest since August 2011, when it came in at 

-16.8. The market estimate was for it to slightly increase to -18.3, following June’s -18.8. In other news, Spain’s central 

bank said that the country’s economy probably shrank 0.1% on a quarterly basis for the second quarter, indicating that 

the recession could be nearing its end. Moreover, the country’s cost of funding dipped sharply following an auction of 

short-term Treasury bills as more than the maximum targeted amount of three- and nine-month debt was sold.  

 

Global Bonds 

 

US Treasury prices ended the week mostly lower amid continued speculation 

on the Fed’s tapering of its bond purchases This in turn led to weak demand 

during the Treasury’s sales of US$99 billion two-, five- and seven-year notes 

held Tuesday through Thursday. Week-on-week, the 10-year benchmark 

yield rose 4.28 basis points to 2.571%. 

The Treasury Department’s sales of US35 billion 2-year notes on Tuesday 

met somewhat lukewarm demand. Over-all however, demand at the auction 

still hit the highest level since April this year. The bid-to-cover ratio was at 

3.08x, higher than the 3.05x last June and the 3.04x in May, though it was still much lower than the average of 3.25x over the 

previous four sales.  

Wednesday’s US$35 billion 5-year note auction likewise saw little demandas the auction’s bid-to-cover ratio was down to 2.46, 

compared to the 2.8 average over the past 10 sales. The notes were sold at a yield of 1.410%, slightly lower compared to the 

1.484% last month, which had been the most since July 2011.  

Finally, demand at the US Treasury Department’s US$29 billion seven-year note auction on Thursday was quite weak, with the bid-

to-cover ratio at 2.54x, the lowest since May of 2009. The notes were sold at a yield of 2.026%, compared to a forecast of 2.03% by 

consensus. 

 

Currencies  

US Treasury Yield Curve

Tenor 18-Jul 25-Jul  +/- bps

3m 0.025 0.015 -1.01

6m 0.066 0.056 -1.01

2y 0.303 0.321 1.81

5y 1.328 1.375 4.75

10y 2.528 2.571 4.28

30y 3.626 3.641 1.45
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The euro weakened against the greenback this week despite the 

somewhat improved economic data coming from the region. A study by 

the Bank of America indicated that among the developed-world 

currencies, the euro is more vulnerable to volatility stemming from how 

soon the US Fed would pull back on its stimulus measures. Moreover, the 

European Central Bank’s current monetary policy is one of the tightest 

among the euro’s currency peers, thus leaving more risk for further central 

bank tightening actions to stimulate the region’s economy once the US 

Fed pulls back. Heightened speculation that the Fed would soon wind 

down its bond purchases has therefore placed pressure on the euro. 

Week-on-week, the shared currency depreciated by 1.44% against the US 

dollar. 

 

 

 

The week ahead (July 29 –Aug 02) 

 

This week, movements of global markets were mainly driven by various economic data releases and persistent concerns on China’s 

economic growth. For the week ahead, investors are seen to remain on the sidelines ahead of the US Federal Reserve’s policy 

meeting. However, most analysts believe that the Fed is still on track to keeping its US$85 billion-a-month bond purchases, at least 

until September. In the upcoming meeting, Fed officials will likely discuss their intentions over the next few years. Market players 

will also remaind vigilant on any data releases from Asia, particularly China and Japan as the two countries have recently  

implemented reforms to help boost their respective economies.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Philippine Financial Markets 

Currencies 

19-Jul 26-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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The local equities market rallied, piercing the 6,800 mark mid-week on the back of optimism from President Aquino’s State 
of the Nation Address (SONA) and as investors positioned ahead of second quarter corporate earnings results. 
Meanwhile, yields of local government securities continued to fall as bargain-hunting was observed across all tenors. The 
Philippine peso traded sideways throughout the course of the week. 
 

 
 

Local Equities 
 

The local equities market surged this week returning above the 6,800 level at 
the middle of the week on optimism from President Benigno Aquino III’s State 
of the Nation Address last Monday and as investors positioned ahead of 
second quarter corporate earnings results.  Consumer plays Alliance Global 
Group (AGI), JG Summit Holdings (JGS) and Universal Robina Corp (URC) 
drovegains as consumer confidence in the Philippines ranked second highest 
globally for the second quarter, according to a report from data processing 
firm Neilsen. Week-on-week, the index gained 142.60 points, or +2.15%, to 
close at 6,763.62. For the week, foreigners were net buyers at Php0.06 
billion. 
 

Conglomerate 

 According to Metro Pacific Investments Corp. (MPIC) Chairman Manuel V. Pangilinan, the holding firm intends to limit 
its stake on Manila Electric Co. (Meralco) within the tender offer requirement. He said that the firm wants to keep 
Meralco a listed company so they would prefer not to breach the limits on the requirement for a general offer. Based 
on the Securities Regulation Code, an entity that acquires more than 51% of a listed company must offer to buy the 
remaining shares held by minority investors for the same price. Currently, MPIC is the single biggest shareholder in 
Meralco with a 48.3% interest through subsidiary Beacon Electric Asset Holdings Inc. 

 

Power 

 Aboitiz Power Corp. (AboitizPower) is looking to venture to wind power projects given the potential attractiveness of 
the sector, according to Aboitiz Power Senior Vice President Luis Miguel Aboitiz. However, he added that it would be 
difficult to sell, noting that wind energy is more expensive than coal and should be sold in a different way. He also said 
that incentives from the government for renewable energy projects like the feed-in-tariff (FIT) would be able to help 
investors. 
 
 

Properties 

 Ayala Land, Inc. (ALI) recently launched the sale of Php15 billion worth of bonds due 2024, the first tranche of its 
planned Php21 billion fixed-rate bond issuance. The bonds have a coupon rate of 5.00%. Meanwhile, the public offer 
will run until July 25, 5 p.m and listing date is on July 30. The company also stated that the issue size is inclusive of an 
additional Php5 billion oversubscription due to strong demand. In addition, proceeds of this sale will be used in part to 
bankroll the capital expenditure program of the company for the year, supporting its aggressive growth plans. 
 

 DM Consunji, the construction unit of DMCI Holdings Inc., has signed an agreement with Vertex Tollways 
Development Inc., subsidiary of San Miguel Holdings Corp., for an engineering, procurement and construction 
contract worth around Php10.5 billion for the NAIA (Ninoy Aquino International Airport) expressway phase II project. 
This contract involves roughly 2.2 kilometers of road within the Entertainment City area and an approximately 5-
kilometer, 4-lane elevated lane connecting to the existing Skyway. San Miguel has been given until the end of the year 
to complete the detailed engineering for the toll road, estimated to cost around Php15.52 billion. Meanwhile, 
construction is expected to take about two years with full operations scheduled to start in 2016. 
 

 

 

19-Jul 26-Jul % Change

PSEi 6,621.02 6,763.62 2.15%

Philippine  Stock Exchange  Index
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Philippine Bond Market  

The local fixed income market rallied for another week as bargain-hunting 
persisted across all tenors, as investors positioned ahead of the Bangko 
Sentral ng Pilipinas (BSP) Monetary Board Meeting last July 25, in which the 
central bank maintained its key benchmark rate at 3.5%. Week-on-week, 
yields fell by an average of 5.94 basis points led by the long-end of the curve 
which lost 8.15 basis points. Meanwhile, the belly and short-end of the curve 
dropped by 6.12 and 8.15 basis points, respectively. 
 
 
Philippine Peso 
 
For the week, the local currency market experienced sideways trading as 
gains drawn from the optimism of the President Aquino’s State of the Nation 
Address as well as G-20’s pledge to assist member nations should the US 
Fed’s tapering push through, were countered by concerns over China’s 
slowing economy and positive economic data from the US. For the week, the 
local currency marginally gained 4 centavos to close at 43.310. 
 
 
The Bangko Sentral ng Pilipinas (BSP) maintained its key benchmark interest 

and special deposit account rates at 3.5% and 2.0%, respectively. The decision, aside from ensuring price and financial stability, 

was aimed to protect growth from the slowing global economy. Moreover, the BSP has raised its inflation forecasts to 3.3%, 4.0% 

and 3.5% in 2013, 2014 and 2015, respectively. 

 

Data from the National Statistics Office (NSO) showed that the country’s total merchandise imports fell by 2.4% to US$5.258 billion 

in May from US$5.386 billion registered in the same period a year ago. On a monthly basis, however, the imports climbed by 2.3% 

from 5.141 billion in April. The fall in imports figure was mainly attributed to the decline of six out of the ten major commodity groups 

led by Electronic products which accounted for 24.3% of the total import bill. Electronic products slid by 10.6% to US$1.276 billion 

from US%1.427 billion last year. 

 

According to the Bangko Sentral ng Pilipinas (BSP), the non-performing loan ratio of commercial banks registered at 1.87% in May 

this year, higher than 1.85% posted as of 2012 but still an improvement from the 2.18% notched in May 2012. BSP Governor 

Amando Tetangco Jr attributed the improvement to “prudential regulations” implemented by the BSP and the industry’s effort to 

improve asset quality. 

 

Data released by the National Food Authority (NFA) showed that as of July 18, the country’s rice stocks rose by 25.65% year-on-

year to 2.4 million metric tons (MT), which is enough to last 71 days compared to last year’s 56 days. Out of the country’s total 

inventory, the NFA holds 648,400 MT, or 28%. In the commercial sector, stocks are at 776,400 MT or 32% while households have 

958,200 MT, or 40% of the total. On a month-on-month basis, stocks are just 3.896% higher this month than the 2.31 million MT 

posted last month. According to director of Center for Food and Agribusiness at the University of Asia and the Pacific Rolando Dy, 

the increase was mainly due to rice imports in recent months. 

 

According to the National Statistical Coordination Board (NSCB), the country’s economic growth will likely remain strong this quarter 

based on initial indicators on general economic activity. The composite leading economic indicator (LEI), tracking 11 economic 

indicators, has improved to 0.152 in the third quarter from a revised 0.064 in the second quarter. The NSCB stated that this is an 

indication of a positive outlook for the country’s economy. The positive contributions for the third quarter came from eight indicators 

namely total merchandise imports, visitor arrivals, money supply, electric energy consumption, terms of trade index, hotel 

occupancy rate, number of new businesses, and stock price index. 

T enor 19-Jul 26-Jul  Change

1m 1.24 1.20 -4

3m 1.26 1.21 -5

6m 1.39 1.36 -2

1y 1.51 1.47 -5

2y 2.47 2.31 -16

3y 2.49 2.44 -5

4y 2.86 2.83 -3

5y 2.86 2.84 -2

7y 3.36 3.32 -4

10y 3.97 3.97 0

20y 4.28 4.28 0

25y 5.07 4.83 -25

Average -6

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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July 29, 2013 

The week ahead (July 29 –Aug 02) 

 
The local equities market is expected to trade with an upward bias next week as 2Q13 earnings results start to trickle in.  We expect 
positive net income surprises on consumer plays on the back of robust election-related spending.  Historically, GDP growth during 
election years are above long-term average figures.  In fact, the last time we had an election quarter (2Q10), GDP growth was 
reported at 8.9% compared to 2002-2010 Philippine GDP growth average of 4.8% A high GDP figure would benefit consumer plays 
as private consumption accounts for 68% of GDP based on 1Q13 figures.  Next week, trading range will be between 6,650 to 6850.   
  
On the local fixed income market, we expect yields to fall particularly on the short- and intermediate tenor bonds as investors 
position themselves ahead of the Retail Treasury Bond (RTB 10-4) auction to be held on July 30. Meanwhile, for the local currency, 
we continue to expect range-bound trading as investors continue to monitor the developments on the global economic front, 
especially the US 2Q 2013 GDP figure which is slated to be released on July 31.  

 


