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August 19, 2013 

Global Financial Markets 
 
Global equities markets were mixed throughout at the week as strong data from the US, Europe and China were countered 
by recurring concerns on the scope and timing of the Federal Reserve’s stimulus tapering. US Treasury yields, meanwhile, 
spiked during the week to the highest level since August 2011 as investors adopted a risk-on sentiment amid improving 
global data and as market players speculated that the Fed’s bond purchases would slow down in September. The euro 
strengthened against most of its major trading counterparts as data releases from the region indicated that its long-
festering recession was finally nearing its conclusion.  
 
Global Equities 
 

Global equities markets had mixed 

movements this week as US equities 

markets were dragged lower on 

continued fears of a Fed tapering while 

markets in Europe and Asia were higher 

on the back of encouraging economic 

releases.  

The US equities market began the week 

on a positive note as investors warmly 

received strong “core” retail sales data 

and a statement from a Federal Reserve 

official that recently released mixed data 

could change the timing of the taper. 

However, it was all downhill from there, 

as economists’ predictions of a stimulus 

reduction in September stoked recurring 

concerns for the topic. Speculations 

were further affirmed following data on 

jobless claims, which dropped to the 

lowest in six years, and a strong inflation 

report. 

In Europe, stocks posted a multi-day 

rally on strong economic data from the Euro-zone and China. The most important release for the week was the region’s second 

quarter GDP growth, which indicated that the Euro-zone had finally emerged from its long-festering recession. The Euro-zone’s 

GDP picked up 0.3% for the second quarter, a reversal of the previous quarter’s 0.3% decline. The figure was higher than the 

median estimate of a 0.2% growth and capped off the six consecutive quarters of contraction. The uptick came as Germany (2Q 

GDP up 0.7%) and France (2Q GDP up 0.6%), which represent two of the largest portions of the region’s economy, both grew 

faster than expected. However, the winning streak snapped on Thursday as strong US jobs data brought about concerns on the 

impending Fed tapering. 

Asian markets led gains for much of the week after China’s inflation data came out lower than expected, and as succeeding reports 

pointed to a more stable outlook for the Chinese economy. A weakening yen after Prime Minister Shinzo Abe considered lowering 

corporate taxes likewise helped to buoy the Japanese stock market. The only damp spot for the week came on Thursday, when 

favorable jobs and inflation data from the US led investors to fear a slowing of stimulus measures by September. 

Week-on-week, the MSCI World index declined 1.29%, even as the European region (+0.44%) and the Asia-Pacific ex-Japan 

region both posted gains. US equities were in the red, as the Dow Jones Industrial Average index and the S&P500 index gave back 

1.04% and 0.71%, respectively. 

08-Aug-13 15-Aug-13 % Change

MSCI World 1,527.82 1,508.14 -1.29%

MSCI Europe 104.01 104.47 0.44%

MSCI Asia-Pacific ex-Japan 438.97 447.75 2.00%

Dow Jones Industrial Average 15,498.32 15,337.66 -1.04%

S&P 500 1,697.48 1,685.39 -0.71%

Global Equity Performance
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August 19, 2013 

Economic data releases for the week were mostly positive across the globe. 

 Retail sales in the US rose 0.2% month-on-month in July, slower than the market estimate of a 0.3% increase and 

June’s upwardly revised monthly growth of 0.6%. However, “core” retail sales data, which does not include cars, 

gasoline and building materials, climbed 0.5% on a monthly basis, which was higher than the market estimate of 

+0.4% and the biggest monthly increase for the year. Spending in restaurants, clothing stores and sporting-goods 

retailers all increase for the month. Sales in department stores likewise climbed by the most in over a year. 

Meanwhile, motor vehicles and car parts sales fell 1%, the largest drop in that category since October.  

 U.S. import prices rose less than expected in July, rising 0.2% month-on-month to cap four months of declines. The 

market estimate was for prices to climb +0.8%. Prices of non-petroleum goods dropped to most in over 4.5 years, 

though this was offset by an increase in the cost of petroleum, indicating only mild inflation pressures. Excluding 

petroleum, import prices fell 0.5%, the largest decline since March 2009. 

 Business inventories in the US remained unchanged in June, compared to the market estimate of a 0.2% increase 

and May’s 0.1% drop. Increases in inventories of both manufacturers and retailers of 0.1% were countered by a drop 

of 0.2% in inventories at merchant wholesalers. Meanwhile, Business sales moved higher 0.2% following the 1.1% 

jump posted in May. The report also stated that total business inventories/sales ratio was unchanged compared to the 

previous month at 1.29 in June. The ratio came was at 1.30 in June of 2012. 

 Wholesale prices in the US remained flat in July, with the producer-price index unchanged against the market 

estimate of a 0.3% month-on-month increase. Prices had jumped by 0.8% for the month of June. Core prices, which 

do not include the volatile food and energy costs, inched higher by only 0.1% month-on-month following June’s 0.2% 

rise. On an annual basis, core prices were up 1.2%, slightly lower than the market estimate of 1.3%, from the 1.7% 

pace registered June. 

 The US consumer price index rose 0.2% month-on-month in July, following June's 0.5% gain, and in line with the 

Bloomberg consensus estimate. On a yearly basis, inflation rose 2.0%, following June's 1.8%. Core prices, which do 

not include the volatile food and fuel categories, likewise climbed 0.2%. Federal Reserve officials have been closely 

monitoring the inflation rate, vigilant for any signs of prolonged diminishing increases or 'disinflation', which could 

damage economic recovery. The Fed's targeted inflation rate is 2.0% for the year. 

 The number of Americans filing for unemployment benefits fell by 15,000 to 320,000 in he week ended August 10, the 

lowest level since October of 2007, from the previous week's revised 335,000. Market estimates had called for the 

level to be at 335,000.  

 US homebuilders’ confidence rose in August to the highest level since 2005. According to the National Association of 

Home Builders (NAHB), the housing-market index jumped 3 points to 59, higher than the market estimate of 57 and 

the downwardly revised 56 in July. NAHB chairman Rick Judson stated that rising home prices amid lower supply was 

causing an increased sense of urgency among those in the market. 

 The Euro-zone’s GDP picked up by 0.3% for the second quarter, a reversal of the previous quarter’s 0.3% decline. 

The figure was higher than the median estimate of a 0.2% growth and capped off the six consecutive quarters of 

contraction, indicating that the region may finally be out of its long-standing recession. The uptick came as Germany 

(2Q GDP up 0.7%) and France (2Q GDP up 0.6%), which represent two of the largest portions of the region’s 

economy, both grew faster than expected. However, it should be noted that though overall outlook has improved, the 

recession has driven unemployment rate to record highs in some parts of Europe. 

 Services output in the Euro-zone contracted at a slower pace than initially reported, further evidence that the region 

was slowly pulling out of its long-festering recession. Data-processing firm Markit’s final purchasing managers’ index 

(PMI) for the area rose to 49.8 in July from 48.3 in June, higher than the initial estimate of 49.6. On a similar note, 

German factory order climbed 4.3% year-on-year in June, higher than the market estimate of a 0.3% increase.  

 German economic sentiment climbed to the highest level since March, with the ZEW’s monthly indicator of 

expectations jumped to 42.0 in August from 36.3 in July. The market estimate was for the figure to come in at 40.0. 

Likewise, economic expectations for the Euro-zone rose to the highest level since 2010, indicating that the worst of 

the long-standing recession could be over. In other news, Euro-zone industrial output rose the most in over 2 years for 

the second quarter. On a monthly basis, production was only up by 0.7%, compared to the market estimate of a 1.0% 

gain. However, on a quarterly basis, the 1.1% gain posted was the largest since the final quarter of 2010. 

 Reports from the Japanese government showed that their economy grew an annualized 2.6% in 2Q2013, significantly 

below the 4.1% gain the previous quarter. The result also compared to a median estimate of a 3.6% gain, based on a 

survey conducted by Dow Jones Newswires and Reutersy. 
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August 19, 2013 

Global Bonds 

 

US Treasury prices fell throughout the week as investors adopted a risk-on 

sentiment in the wake of an improving outlook for the European economy. 

Likewise, prices dropped as market players booked profits in anticipation of a 

steepening yield curve. On Thursday, yields climbed to record highs, peaking 

at 2.823%, the highest since August of 2011 following a sharp drop in jobless 

claims and a reported uptick in inflation, which triggered fears on the scope 

and timing of the Fed’s monetary policy. For the week, the 10-year 

benchmark yield jumped 17.72 basis points to 2.766%.  

 

Currencies  
 

The US dollar strengthened against most of its currency counterparts 

during the week as investors surmised that the Fed’s bond purchases 

would soon be wound down. Likewise, the euro picked up against its 

peers following consecutive releases of encouraging data from the region, 

which could mean that the Euro-zone recession was finally seeing the 

light at the end of the tunnel.  Week-on-week, the US dollar gained 1.24% 

and 0.41% against the Japanese yen and the Swiss Franc, while the euro 

gained 0.41% and 1.20% against the Swiss Franc and the Japanese yen. 

 

 

 

The week ahead (Aug 19 –Aug 23) 

 

Movements in global markets this week were largely dictated by economic data releases across most parts of the globe. For the 

week ahead, equities and the US Treasury markets will likely consolidate ahead of the annual Kansas City Fed gathering in 

Jackson Hole on the 22nd to the 24th. Market watchers will be vigilant for any signs and indications of what the central bank plans 

to do with its monetary policy moving forward. The dollar could continue to strengthen on continued talks of tapering, though more 

positive data from the Euro-zone could give the shared currency and added boost.  

 

 

 

 

 

 

 

 

 

 

  

US Treasury Yield Curve

Tenor 8-Aug 15-Aug  +/- bps

3m 0.046 0.046 0.00

6m 0.066 0.066 0.00

2y 0.302 0.346 4.46

5y 1.357 1.521 16.40

10y 2.589 2.766 17.72

30y 3.673 3.809 13.57

Currencies 

9-Aug 16-Aug % Change

USD/PHP 43.580 43.640 -0.14%

EUR/USD 1.3342 1.3340 -0.01%

GBP/USD 1.5498 1.5632 0.86%

USD/JPY 96.21 97.42 -1.24%

AUD/USD 0.9206 0.9176 -0.33%

USD/CHF 0.9224 0.9262 -0.41%

EUR/CHF 1.23053 1.23562 -0.41%

EUR/JPY 128.39 129.95 -1.20%
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Philippine Financial Markets 

Local bourses rebounded on favorable corporate earnings results and bargain-hunting. Meanwhile, profit-taking was 
observed on the local fixed income market, which pushed yields upward. The Philippine peso lost ground on corporate 
demand for dollars and persistent speculation regarding the Quantitative Easing (QE) tapering. 

 

Local Equities 
 

The local equities market regained ground this week, fuelled by corporate 

earnings results that were in-line with expectations. Bargain-hunting also 

drove trading upwards until the market’s green streak snapped at the 

week’s end. Metro Pacific Investments Corporation (MPI) fell last Friday 

despite ending up the lone bidder for the LRT1 Extension project, as it set 

forth conditions that could cause invalidity of its bid. Week-over-week, the 

index gained 121.72 points, or 1.90%, to close at 6,525.95. For the week, 

foreigners were net sellers at Php2.00 billion.    

 
Conglomerates 

 Metro Pacific Investment Corp (MPI) posted a 14% rise in its net income for the first half of the year to Php5.84 billion 
from Php5.12 billion registered in the same period a year ago. The increase was mainly attributed to higher operating 
revenues despite being tempered by the increase in costs. Operating revenues climbed by 12.3% to Php15.286 billion 
while cost of sales and services picked up by 6.8% to Php5.6 billion. The holding firm’s core net income, meanwhile, 
grew by 14% to Php3.9 billion from Php3.5 billion due to higher profit contributions from its subsidiaries, Manila 
Electric Co (Meralco) and Maynilad Water Services, Inc. 
 

Food 

 Universal Robina Corp. (URC) posted a 39% increase in net income to Php8.49 billion in the October to June period, 
from Php6.12 billion during the same period last year. The food and beverage company attributed the increase to 
higher operating income and other revenues, with the company realizing one-time gains from the sale of its 
investment portfolio last January 2013, as well as lower finance cost owing to short and long term debt retirement. 
Moreover, URC reported a 13.3% increase in sales to Php60.09 billion in the nine-month period of its fiscal year from 
Php53.04 billion during the comparable period in 2012. 
 

Financials 

 Security Bank Corp.'s net income fell by 66% in the first half to Php1.7 billion from Php5 billion registered last year. 
According to Security Bank President and Chief Executive Officer Alberto Villarosa, the drop in net income reflected 
the non-recurrence of a large non-core income from the sale of investment securities that the company had in the 
same period a year ago. Moreover, heavy investments for expansion and a squeeze in net interest margins dragged 
down the bank's performance.  
 

Properties 

 Gotianun-led Filinvest Land Inc. (FLI) registered a 13% growth in its profit for the first semester to Php1.72 billion from 
Php1.525 billion in the same period a year ago. Real estate sales soared 22% to Php4.7 billion while rental revenues 
climbed 9% to Php933 million. The firm added that the growth in real estate sales was fuelled by higher reservation 
sales and the completion of more projects that were sold already. 
 

8-Aug 16-Aug % Change

PSEi 6,404.23 6,525.95 1.90%

Philippine Stock Exchange Index
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Philippine Bond Market  

Yields of local government securities rose during the week as profit-taking 
was observed coming from lower yields in the previous week. Moreover, 
positive economic data from the US further enticed investors to sell peso-
denominated assets. For the week, yields went up by an average of 6.11 
basis points led by the belly, which climbed by 15.54 basis points. The 
short-end of the curve, likewise, inched up by 1.56 basis points while the 
long-end of the curve dropped by 3.54 basis points. 
 
 
Philippine Peso 
 
The Philippine peso weakened against the greenback due to corporate 
demand for dollars as well as continued speculation regarding the timing of 
the QE Tapering.  The local currency lost 6 centavos to close at 43.640. 
 
Overseas Filipino Workers’ (OFW) cash remittances for the first six months 

of 2013 rose by 5.6% to US$10.7 billion, matching the growth posted 

during the same period a year ago. Of the total amount, US$2.5 billion was 

remitted by sea-based workers with US$8.2 billion came from land-based workers, expanding 7.4% and 5.1%, respectively. Major 

sources of cash remittances were mostly unchanged, including the United States, Saudi Arabia, the United Kingdom, the United 

Arab Emirates, Singapore, Canada and Japan, all of which account for three quarters of the total remittance figure. According to the 

BSP, remittances remained strong on the back of a continued increase in demand for skilled Filipino workers overseas. 

 

The country’s exports snapped a 2-month slump as it climbed by 4.1% year-on-year in June to US$4.49 billion from the US$4.31 

billion registered in the same period a year earlier. According to the National Statistics Office (NSO), the positive growth in June 

was supported by four major commodities – woodcraft and furniture, other mineral products, metal components and other 

electronics. Electronics, the country’s top export with roughly 45% of total revenues, surged by around 16% month-on-month to 

US$2.005 billion which raised expectations of a recovery. The June exports figure reduced the year-to-date decline from 6% to 

4.4%. 

 

According to the Bangko Sentral ng Pilipinas (BSP), net foreign direct investments (FDI) dropped 85.47% year-on-year in May to 

US$17 million, bringing the year-to-date figure to US$1.522 billion which is lower than the US$1.666 billion posted in the same 

period last year. The BSP attributed the decline to higher withdrawals of equity capital and net repayments of debt instruments. 

Equity capital registered a net outflow of US$14 million in May with US$90 million worth of withdrawals offset gross equity capital 

placements of US$76 million. 

 

Data from the Bangko Sentral ng Pilipinas (BSP) indicated that bank deposits soared by 17% to Php4.71 trillion in the first f ive 

months of the year from Php4 trillion posted in the same period a year ago. Savings deposits accounted for the lion’s share o f the 

placements, amounting to Php2.314 trillion, or 16.5% higher year-on-year. Likewise, time deposits rose 14.8% to Php1.226 trillion 

while demand deposits surged 20.1% to Php1.170 trillion. The BSP said that the continued growth in deposits reflected the 

depositors’ sustained confidence in the banking system. The central bank added that deposits may even benefit more in the 

succeeding months as more SDA funds leave the facility where interest has been cut by a total of 150 basis points this year. 

 

According to the Bangko Sentral ng Pilipinas (BSP), consumer loans soared by roughly 15% to Php647.062 billion in the first 

quarter from the Php563.839 billion registered in the same period in 2012. The central bank attributed the increase in consumer 

lending to auto, residential real estate, while other consumer loans can be attributed to the favorable macroeconomic conditions and 

the continued inflow of dollar remittances. Universal and commercial banks registered an 18.36% rise in consumer loans to 

Php429.472 billion from Php362.853 billion while thrift banks posted an 8.26% increase to Php217.59 billion from Php200.986 

billion. 

Tenor 9-Aug 16-Aug  Change

1m 1.17 1.17 0

3m 1.17 1.18 0

6m 1.18 1.23 5

1y 1.41 1.42 1

2y 2.23 2.32 10

3y 2.41 2.50 9

4y 2.63 2.81 19

5y 2.63 2.85 22

7y 3.23 3.41 18

10y 3.69 3.57 -12

20y 4.14 4.14 -1

25y 4.91 4.93 2

Average 6

Peso Yield Curve                                       

(PDST-F Reference Rates)
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August 19, 2013 

The week ahead (Aug 19 –Aug 23) 

 
We expect the local equities market to trade lower next week now that earnings results have wound down.  Next relevant data that 
the market would watch out for will be the GDP figure for 1H13, expected to come out around last week of August. On individual 
stocks, we expect selling pressure on SM Investments Corporation (SM) until month-end after its weighting in the MSCI Philippine 
Index has been reduced from around 15% to approximately 7%, effective August 30, 2013.  Trading range will be from 6,400 to 
6,600. 
 
On the local fixed income market, we are likely seeing sideways trading with a slight downward bias especially as yields have 
already gone up so bargain-hunters could surface. Meanwhile, on the local currency market, we expect the Philippine peso to 
depreciate against the US Dollar on expectations that the QE tapering would likely commence in September following strong 
economic data releases from the world’s largest economy. Investors will continue to watch out for more US data as well as 
developments over in Europe, China and Japan. 
 
 
  
 


