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August 12, 2013 

Global Financial Markets 
 
Global equities markets were marginally higher this week, aside from Asia-ex Japan, which mirrored losses in Japan’s 

Nikkei225 index amid a strengthening yen.  Meanwhile, US Treasuries prices fell and the greenback weakened amid 

continued speculation on the scope and timing of the Fed’s winding down of bond purchases. 

Global Equities 
 
Global equities markets ended the week 
mixed amid continued speculation on the 
timing and scope of the Fed tapering and 
a number of key economic data releases 
throughout, particularly the US non-farm 
payrolls, and unemployment rate for the 
month of July. 
 
In the US, market players were cautious 
following the lower-than-expected payrolls 
figure, which fuelled hopes that the Fed 
would not be keen to lessen its stimulus 
measures soon. Sentiment was also 
dictated by various commentaries from the 
different Federal Reserve Governors, with 
some, such as Dallas Fed Governor 
Richard Fisher stating that they ought to 
“prepare to move” in the fall, while others 
were more inclined to go about the 
tapering more slowly.  
 
Sentiment in the European market also 
rode on talks of tapering but managed to 
end the week higher on the back of strong 
manufacturing and services PMI from the 
region.  
 
Asian shares, meanwhile, posted a weekly 
loss with most markets tracking the decline in Japan’s Nikkei 225—which lost 4% in one day on Wednesday—as the yen 
appreciated to 96.33 against the greenback. Losses were somewhat tempered by strong Chinese data, which indicated that 
business activity in the country expanded in July. HSBC’s China’s Services Business Activity Index recorded a 51.3 print in July, 
unchanged from the previous month. Likewise, a government-sponsored version of the service sector survey registered a 54.1 
figure last July from 53.9 in June. These reports suggested the China’s services sector is stabilizing. 
 
Week-on-week, the MSCI World index inched higher by 0.76% led by the European region, which rose by 0.93% while the Asia-

Pacific ex-Japan region fell by 1.19%. The Dow Jones Industrial Average index slipped back 0.19% while the S&P500 index added 

0.31%. 

Economic data releases for the week were mostly positive, especially from the Euro-zone. 

 For the month of July, employers hired less workers than anticipated as payrolls rose by only 162,000, the lowest in 

four months and lower than the previous month's downwardly revised 188,000. Consensus had forecasted payrolls to 

increase by 185,000. Analysts have stated that the slowing pace of hiring indicated that some employers are confident 

that the current staffing levels are sufficient to meet demand in the coming months. On a similar topic, data released 

by the labor department showed that the unemployment rate in July fell to 7.4% from 7.6%. This continued top point 

towards unseen progress in the labor market.  

 US factory orders rose for the month of June, a further indication of a stabilizing manufacturing sector, which could 

help growth in the second half. Data released by the Commerce Department showed that bookings rose 1.5% year-

on-year following the upwardly  revised 3% gain in May. However, the pickup was still slower than the market estimate 

of 2.3%. Meanwhile, demand for durable goods rose 3.9%, lower than the figures reported last week. 

31-Jul-13 07-Aug-13 % Change

MSCI World 1,507.91 1,519.33 0.76%

MSCI Europe 102.62 103.57 0.93%

MSCI Asia-Pacific ex-Japan 440.11 434.86 -1.19%

Dow Jones Industrial Average 15,499.54 15,470.67 -0.19%

S&P 500 1,685.73 1,690.91 0.31%

Global Equity Performance
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 For the month of June, the US trade deficit contracted to the lowest level since the latter part of 2009. The deficit 

shrank by 22.4% to US$34.22 billion, compared to the market estimate of a US$43.5 billion deficit. The contraction 

came as exports soared to the highest monthly level recorded, 2.2% higher to a seasonally adjusted US$191.17 

billion. This was also the biggest increase since September 2012, and indicates stronger global demand for goods 

made in the US including capital goods, consumer goods and industrial supplies. Meanwhile, imports dropped 2.5% to 

US$225.4 billion with petroleum imports falling to the lowest level since November 2010. 

 Last July, the US Institute for Supply Management (ISM) Employment’s non-manufacturing purchasing managers’ 

index (PMI) spiked to 56.0, higher than the market estimate of 53.1 and the highest since February this year. It was 

also much higher than the June figure of 52.2. The report stated that comments from the survey’s respondents cited 

‘large projects starting’ and ‘slightly higher volumes mostly due to housing’. The index components were slightly mixed 

but mostly expansionary. For instance, the new orders index rose to 57.7 from 50.8, while the employment index fell 

back to 53.2 after June’s 54.7. 

 Last June, US consumer credit rose by US$13.82 billion, lower than the market estimate of US$15 billion, to 

US$2.848 trillion. Non-revolving credit rose US$16.5 billion while revolving facilities, which mostly measure credit card 

usage, dropped US$2.7 billion, the largest since June 2012. Data released indicated that auto loans were responsible 

for a bulk of the over-all increase, especially as student loans grew by only US$3.3 billion. 

 According to data-processing firm Markit, its composite purchasing managers’ index (PMI) for the Euro-zone rose to 

50.5 in July, higher than the market estimate of 50.4 and the contraction of 48.7 posted last June. It was also the first 

figure above 50 since January of 2012. Note that any figure below 50 denotes a contraction. The report showed that 

the improvement was due to growth in the manufacturing sector which overshadowed a slight decline in the services 

sector. Moreover, German factory activity posted the best performance in 18 months. A senior economist at Markit 

stated that the PMI figure "confirms a welcome return to growth for the euro-zone economy at the start of the third 

quarter, raising hopes that the region can finally claw its way out of its longest-running recession”. 

 Last June, manufacturing orders  in Germany rose 3.8% on a monthly basis, higher than the market expectation of 

1.0% and the 0.5% decline posted last May. The rise was brought on by a sharp climb in demand in the Euro-zone. 

Similarly, orders for capital goods jumped 20.2% month-on-month though orders for consumer goods were still weak. 

Outside of the Euro-zone, orders increased 0.9% month-on-month. Recovery was also seen in domestic orders which 

rose 3.3% for the month, reversing the 1.7% decline in May. 

 

Global Bonds 

 

US Treasury prices mostly fell during the week as continued concerns on the 

soon-to-come Fed tapering weighed on sentiment and overshadowed solid 

demand in the bond auctions held on Tuesday and Wednesday. On 

Wednesday, however, bond prices recouped some losses as a flight-to-safety 

stance was observed amid the somewhat broad-based weakeness in global 

equities. Week-on-week, the 10-year benchmark yield rose 2.24 basis points 

to 2.599%. 

On Tuesday, the US Treasury Department’s US$32 billion 3-year note auction 

met solid demand, though were sold at a high yield of 0.631% (Market estimate: 0.636%). Bid-to-cover ratio was at 3.21x, lower 

than the 3.34x average over the past six sales. The 10-year benchmark yield inched higher by 0.7 basis points to 2.64%. 

The US Treasury Department sold US$24 billion worth of 10-year bonds at an average yield of 2.62%, matching the level traded 

prior to the sale. Bid-to-cover ratio was at 2.62x, lower than the 2.78x over the past eight auctions. Indirect bids, which gauges 

demand from foreign investors, was 46.3%, higher than the 36.2% of the past eight auctions. For the day, the 10-year bond yield 

dipped 4.5 basis points to 2.597%. 

There will be another auction of US$16 billion in 30-year securities to be held on Thursday this week.  

 

 

 

US Treasury Yield Curve

Tenor 31-Jul 7-Aug  +/- bps

3m 0.036 0.041 0.51

6m 0.066 0.066 0.00

2y 0.309 0.302 -0.74

5y 1.378 1.367 -1.14

10y 2.576 2.599 2.24

30y 3.635 3.685 5.01
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Currencies  
 

The US dollar weakened against most of its major currency counterparts for 

the week as continued strong data releases from the world’s largest 

economy further fuelled speculation that the Federal Reserve could soon 

wind down its bond purchases. Statements from some Fed governors also 

indicated to a tapering by the end of the year, which further weighed on the 

greenback. Week-on-week, the US dollar shed 0.96% against the euro and 

2.77% against the Japanese yen. 

 

 

 

 

 

The week ahead (Aug 12 –Aug 16) 

 

Last week, movements in global markets were mainly hinged on economic data releases from the US and Europe, continued talks 

on the Fed’s tapering, and recurring concerns on China’s weakening economy. For the week ahead, we expect quiet trading amid 

the lack of market-moving releases. However, investors will likely be watching initial jobless claims data from the US, which are 

largely expected to be higher. Market-players will likewise keep an eye developments in China, though recently released positive 

exports (+5.1%) data suggests that worries on the country’s economy could be unwarranted.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Currencies 

1-Aug 8-Aug % Change

USD/PHP 43.560 43.690 -0.30%

EUR/USD 1.3207 1.3334 0.96%

GBP/USD 1.5120 1.5489 2.44%

USD/JPY 99.54 96.86 2.77%

AUD/USD 0.8925 0.9022 1.09%

USD/CHF 0.9369 0.9228 1.53%

EUR/CHF 1.23733 1.23035 0.57%

EUR/JPY 131.46 129.14 1.80%
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Philippine Financial Markets 

The local equities market lost ground for the shortened week as the ghost month commenced. Meanwhile, sideways 
trading was observed on the local fixed income market mostly due to lack of fresh leads. The Philippine peso 
strengthened following upbeat economic data from China. 
 
 

 
Local Equities 
 

The local equities market traded lower in this shortened work-week as the 
“ghost month” started.  On Monday, the local bourse continued its retreat from 
last week after US jobs data missed estimates, and retreated even further below 
the 6,500 mark amidst implications that the US central bank will follow through 
with the plan to taper its bond purchases.  Week-on-week, the index lost 229.67 
points, or -1.99%, to close at 6404.23. For the week, foreigners were net sellers 
at Php1.80 billion.    
 

Conglomerates 

 Aboitiz Equity Ventures, Inc (AEV) posted a consolidated net income of Php5.1 billion in Q2 2013, or 15% lower year-
on-year. The decline was attributable to the losses of conglomerate’s banking, food and property businesses which 
reported losses of 74%, 19%, 6% and 1%, respectively. This brought the company’s 1H2013 consolidated net income 
to Php11.9 billion or up by 1% from Php11.8 billion reported in the same period last year. 
 

Food 

 The Philippines’ fast food giant, Jollibee Foods Corp. (JFC), registered a 32.7% increase in its net profit (attributable to 
shareholders) for the first half of the year amounting to Php2.1billion. The growth in JFC’s earnings was mainly driven 
by system-wide sales which jumped by 12.1% from a year ago as the company introduced new products and 
improved the existing ones. Likewise, overseas operations expanded by 17.5% led by the operations in China which 
rose by 18.3%. On a quarterly basis, 2Q2013 net profit ballooned to Php1.2 billion, 32.4% higher than the recorded 
earnings during the same quarter last year. In other news, the group recently named Ernesto Tanmantiong as the new 
CEO of JFC beginning July 1, 2014. He will be succeeding Tony Tan Caktiong, the current CEO and founder of the 
Jollibee group. 
 

Financials 

 East West Baking Corp. (EastWest Bank) reported a net income of Php1.28 billion in the first half of the year, or 40% 
higher year-onyear. This increase was mainly due to the expansion of the bank’s lending business and earnings from 
securities trading. The bank’s total loan portfolio rose by 51.5% year-on-year, with corporate and consumer loans 
climbing by 60% and 45%, respectively. Meanwhile, deposits went up by 50% to Php101.5 billion for the first semester 
as low-cost deposits grew 61.5% to Php58.1 billion. On the other hand, non-interest income surged by 87.4% as fees 
and trading revenues increased by 62.7% and 121.9%, respectively. 
 

Mining & Oil 

 Petron Corp. posted a net income of Php1.1 billion in the first half of the year, roughly 5.01% higher year-on-year from 
Php183 million registered in the same period a year ago. Petron’s revenues climbed by 13% to Php218.8 billion due to 
higher sales volume, which rose by 22% to 39.8 million barrels of petroleum sold this year from 32.4 million barrels. 
The higher sales volume mainly came from the full consolidation of the company’s Malaysian operations and strong 
performance of key domestic segments. 

 
Telecommunications 

 The Philippine Long Distance Telephone Co. (PLDT) reported a net income of Php19.7 billion in the first half of the 
year or 2% higher than Php19.3 billion registered in the same period a year ago. According to PLDT President and 
Chief Executive Officer Napoleon Nazareno, the increase is mainly attributed to the Php1 billion expansion in core net 
income, the Php2 billion gain from the sale of its business process outsourcing (BPO) arm SPI Global Holdings Inc 
and the Php1.8 billion gain from higher foreign exchange and derivative net losses.  

2-Aug 8-Aug % Change

PSEi 6,533.95 6,404.23 -1.99%

Philippine  Stock Exchange  Index
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 Globe Telecom reported a 13% rise in its core profit to Php6.4 billion during the first semester from Php5.7 billion 
registered in the same period a year ago. The growth in core profit of the bank was broad-based, with the firm’s 
mobile, broadband and fixed-line data businesses expanding by 8%, 25%, and 12%, respectively. Globe President 
and Chief Executive Officer Ernest Cu said that he is pleased with the first-half performance in spite of the ongoing 
network and information technology modernization initiatives they are undertaking. 
 

Philippine Bond Market  

On the local fixed income market, sideways trading was observed during 
the week as bargain-hunting in the short-end of the curve was offset by 
profit-taking on the long-end of the curve. Moreover, towards the latter part 
of the week, trading remained subdued due to the lack of fresh leads 
heading towards the long weekend. For the week, yield rose by an average 
of 2.11 basis points with the long-end of the curve climbing by 10.52 basis 
points. Meanwhile, the short-end of the curve dropped by 2.76 basis points. 
 
The Bureau of the Treasury (BTr) sold Php13.85 billion worth of Treasury 
Bills during an auction last August 5. The total amount awarded was 
composed of Php4 billion worth of 91-day bills with an average yield of 
0.589%, Php4.85 billion worth of 182-day bills at an average yield of 
0.897%, and Php5 billion worth of 364-day bills at an average yield of 
0.933%.The government received tenders totaling Php21.19 billion, less 
than twice the amount offered. 
 
Philippine Peso 
 
The Philippine peso appreciated against the greenback, tempering previous 
days’ losses on speculation that China is on track towards recovery after 
posting positive exports data (+5.1%). The local currency gained 2.5 centavos to close at 43.580 on Thursday. 
 
Data from the National Statistics Office (NSO) showed that the country's inflation rate for July 2013 slowed to 2.5% from the 

previous month’s downwardly revised 2.7%, also  the lowest since September 2009. The benign inflation print was due to minimal 

increases in the prices of alcoholic beverages and tobacco, clothing, utilities, household equipment and maintenance, recreational 

services, as well as restaurants and miscellaneous goods and services. Excluding the volatile prices of food and energy items, core 

annual inflation decelerated to 2.3% from June’s 2.8%. On a year-to-date basis, average inflation stood at 2.9%, below the central 

bank’s 2013 target of 3%-5%. 

 

The country's gross international reserves rose to US$82.9 billion in July from US$81.2 registered in June, according to the Bangko 

Sentral ng Pilipinas (BSP). The BSP attributed the increase to the inflows from its foreign exchange operations, revaluation of gains 

of its gold holdings and foreign currency-denominated reserves, net foreign currency deposits by the Treasurer of the Philippines. 

These inflows, however, were partly tempered by the payments of maturing foreign exchange obligations of the National 

Government. The latest GIR level is enough to cover one year's worth of imports and equivalent to 8.5 times the country's short-

term external debt based on original maturity and 5.8 times based on residual maturity. 

 

Government debt servicing amounted to Php316.382 billion for the first half of the year, or 12.8% lower than Pp362.79 billion in the 

same period last year. Principal payments for the first half registered at Php159.247 billion, Php85.93 billion of which were paid to 

local lenders while the remaining Php73.318 billion accounted for external creditors. Meanwhile, interest payments slightly rose to 

Php157.135 billion from Php150.01 billion. Out of the total amount, domestic lenders received Php107.204 billion 

while Php49.931 billion went to external creditors. 

 

The Bureau of Internal Revenue (BIR) is aiming to collect around Php1.6 trillion in tax revenues in 2015 and surpass the Php2 

trillion level by 2016. According to BIR Commissioner Kim S. Jacinto-Henares, the agency is committed to double the 2010 

collections of Php822.623 billion by the end of 2015. Henares added that the 2015 figure is based on the annual growth rates the 

agency have posted and they are confident of meeting this due to their efforts towards improving efficiency of the agency. 

 

T enor 2-Aug 7-Aug  Change

1m 1.17 1.17 0

3m 1.17 1.17 0

6m 1.30 1.18 -11

1y 1.42 1.43 1

2y 2.23 2.24 2

3y 2.43 2.44 0

4y 2.61 2.61 0

5y 2.63 2.64 1

7y 3.22 3.24 1

10y 3.63 3.67 5

20y 4.14 4.15 1

25y 4.65 4.91 26

Average 2

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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August 12, 2013 

The week ahead (Aug 12 –Aug 16) 

 
We expect the local equities market to trade upwards next week as investors await more corporate earnings results.  By Philippine 
Stock Exchange rules, publicly-listed companies must report earnings by August 15.  We also expect the market to continue trading 
on thin volumes.  Last week, average daily turnover was only at Php5.02 billion compared to year-to-date average of Php10.70 
billion.  Support is seen at the 200-day moving average of 6,370 while trading range will be between 6,300 and 6,500. 
 
Meanwhile, on the local fixed income market, we expect trading to move sideways with a slight downward bias across all tenors as 
yields have room to fall. Moreover, a BSP statement regarding inflation rate being well anchored until 2015 can further pull yields 
lower. On the local currency market, we expect the Philippine peso to trade range-bound as it will take cues from developments 
abroad particularly economic data releases from the US. Furthermore, investors will also monitor exports data and the remittances 
figure from overseas Filipino workers slated to be released next week. 
 
  
 


