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August 27, 2013 

Global Financial Markets 
 
Global equities markets were lower throughout the week as investors remained cautious prior to the release of the latest 
FOMC meeting minutes. Sentiment was further dampened after the minutes failed to throw light on the US Federal 
Reserve’s plans for its QE measures moving forward. US Treasury prices likewise plunged, with 10-year yields nearly 
touching the 3% level amid hounding concerns on the Fed tapering and strong economic data releases. Meanwhile, the 
euro strengthened against most of its major trading counterparts as economic releases from the region continued to post 
positive surprises.  
 
Global Equities 
 

This week, global equities markets 

ended on lower ground despite 

strong economic data from various 

parts of the world. Investors initially 

remained at the sidelines and 

traded cautiously ahead of the 

annual Fed meeting at Jackson 

Hole from Thursday to Saturday, 

as well as the latest FOMC 

meeting minutes, which was slated 

for release on Wednesday.  

Following the release of the 

minutes, almost all equities 

markets were found in the red, 

even after strong housing and 

employment data from the world’s 

largest economy and positive 

manufacturing figures from the 

Euro-zone and China. Minutes of 

the last FOMC meeting failed to 

provide clarity on the Fed’s actions 

moving forward, leaving investors 

to continue pondering over when 

and how fast the Fed would zero 

out its US$85 billion monthly bond purchases.  

Week-on-week, the MSCI World index declined 0.69%, led by the Asia-Pacific ex-Japan region which dived 3.88%, followed by the 

European region which lost 0.66%. US equities were in the red as well, with the Dow Jones Industrial Average index and the 

S&P500 index giving back 1.42% and 1.11%, respectively. 

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

 This month, activity in the US factory sector climbed to a five-month high. Data-provider Markit’s ‘flash’ Purchasing 

Managers’ Index (PMI) rose to 53.9, slightly lower than the market estimate of 54.2, but still higher than the final 

reading of 53.7 for July. Broad improvement was seen across all sub-indices, especially new orders and employment. 

According to the report, firm received a larger volume of new orders in August, with a number of companies attributing 

it to greater demand and an increased client base. It added that the rate of growth was strong, and in fact, was the 

fastest since January.  

 Data released by the US labor department showed that even as payrolls increased in 32 states, the unemployment 

rate rose in 28. California was reported to have gained the most with 38,100 payrolls, followed by Georgia with 

30,900. However, the unemployment rate in California also rose to 8.7% in July from the prior month’s 8.5%. The 

jobless rate in other states also shot up, an indication that recovery in the jobs sectors was still uneven. 

15-Aug-13 22-Aug-13 % Change

MSCI World 1,508.14 1,497.80 -0.69%

MSCI Europe 104.47 103.78 -0.66%

MSCI Asia-Pacific ex-Japan 447.75 430.38 -3.88%

Dow Jones Industrial Average 15,112.19 14,897.55 -1.42%

S&P 500 1,661.32 1,642.80 -1.11%

Global Equity Performance
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August 27, 2013 

 The number of Americans applying for jobless claims for the first time climbed last week by 13,000 to a seasonally 

adjusted 336,000, slightly higher than the market estimate of 330,000. Meanwhile, the less volatile four-week moving 

average of claims fell by 2,250 to 330,500, the lowest since November of 2007. 

 Last July, existing home sales in the US rose faster than anticipated. According to the National Association of Realtors 

(NAR), sales of existing homes climbed 6.5% on a monthly basis, much higher than the market estimate of 1.4%, to 

an annual pace of 5.39 million. The market estimate was for the rate to come in at 5.15 million. Year-on-year, sales 

were higher by 17.2%, marking the best month of sales since November of 2009. Home prices likewise posted a 

seventeenth straight month of year-on-year increase, with the median prices rising 13.7% to US$213,500. The 

number of homes actually listed for sale climbed 5.6% on a monthly basis to 2.28 million. 

 Business activity in the Euro-zone showed significant improvement last August, with Markit’s composite PMI for the 

region rising 1.2 points to 51.7, the highest figure since 2011.Market estimate was for the number to come in at 50.9. 

Likewise, the zone’s manufacturing PMI increased to 51.3 from 50.3 in the previous month. Country-level data showed 

that Germany’s composite PMI surged to a seven-month high, spurred by the fastest rise in manufacturing production 

in over two years. Meanwhile, France’s index slid even further into contraction to 47.9 from 49.1. 

 Manufacturing output in the UK rose at the fastest pace in two years for the quarter ended August. According to a poll 

conducted by the Confederation of British Industry to 413 manufactures, 37% of those surveyed saw output rise over 

the past three months, while 21% stated that it fell. The results in a balance of +16%, which is the highest since 

August of 2011. According to the firm’s director of economics, manufacturers saw an improvement of events in the 

quarter, and seem to be experiencing a build-up in momentum. 

 Japanese exports rose the most since 2010 in July as Prime Minister Shinzo Abe’s efforts to boost economic recovery 

finally began to bear fruit. The country’s exports rose 12.2% year-on-year, much faster than the 7.4% growth posted in 

June. Meanwhile, imports rose 19.6%, resulting to a trade deficit of 1.02 trillion yen, or US$10.5 billion, the largest 

deficit on record since 1979. The improvement in exports is a reflection of the recovery in the US and Europe, leading 

to increased demand. 

 Preliminary data from HSBC and Markit showed that Chinese manufacturing activity was once again on expansion 

mode. The flash PMI of the two institutions recorded a four-month high reading of 50.1, a sharp reversal from the 47.7 

print in July. Analysts believed that China's manufacturing growth has started to stabilize on the back of modest 

improvement of new business and output. 

 

Global Bonds 

 

US Treasury prices plunged for another week amid continued talks on the Fed 

tapering, further aggravated by the lack of clarity from the latest FOMC meeting 

minutes released. According to the minutes, FOMC members were split 

regarding the appropriate timing of the bond purchases, with “a few” officials 

with votes on policy looking to move soon and “a few” urging more caution. In 

general however, the members believe that economic growth would 

“somewhat” pick up in the second half and strengthen further in 2014. During 

the week, Treasury prices were also dragged down as investors adopted a risk-

off stance amid strong economic data from across the world. The 10-year 

benchmark yield came dangerously close to the 3.0% mark on Thursday, but 

managed to close the week at 2.884%, or 11.80 basis points higher than the 

previous week.  

 

Currencies  
 

The euro regained ground against most of its currency counterparts coming 

from last week’s strong GDP figures, which combined with this week’s 

positive manufacturing PMI data. Continued positive indicators from the 

region further added to signs that the region could finally be emerging from its 

long-standing recession. Week-on-week, the shared currency gained 1.57% 

against the Japanese yen and 0.28% against the US dollar.  

US Treasury Yield Curve

Tenor 15-Aug 22-Aug  +/- bps

3m 0.046 0.020 -2.53

6m 0.066 0.036 -3.04

2y 0.346 0.388 4.15

5y 1.521 1.676 15.51

10y 2.766 2.884 11.80

30y 3.809 3.870 6.16

Currencies 

16-Aug 23-Aug % Change

USD/PHP 43.640 44.260 -1.40%

EUR/USD 1.3329 1.3366 0.28%

GBP/USD 1.5629 1.5634 0.03%

USD/JPY 97.53 98.82 -1.31%

AUD/USD 0.9185 0.9008 -1.93%

USD/CHF 0.9265 0.9236 0.31%

EUR/CHF 1.23491 1.23445 0.04%

EUR/JPY 130 132.07 -1.57%
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August 27, 2013 

 

The week ahead (Aug 27 – Aug 30) 

 

This week, movements of global markets were largely dependent on developments regarding the Fed tapering, which came in the 

form of the latest FOMC minutes as well as the annual Fed meeting at Jackson Hole. For the week ahead, global equities and the 

US Treasury markets will likely react to any statements that will be released following the Fed’s meeting which concludes Saturday. 

Market watchers will remain alert for any signs and indications of when and by how much the US central bank plans to taper its QE 

stimulus in the months ahead. The euro could continue to strengthen as more positive data points drawn from the region, though 

more concrete statements from the Fed on its bond purchases could lend strength to the greenback.  
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August 27, 2013 

Philippine Financial Markets 

The local financial markets suffered substantial losses as it caught-up with declines in global markets, driven by 
continued concerns regarding the quantitative easing (QE3) tapering. Local markets were suspended for the first three 
days of the week due to inclement weather conditions as well as a public holiday. 

 

Local Equities 
 

The local equities market took a plunge this week, catching up with trends in 

regional markets after a three-day trading suspension. The index realized 

nearly a six percent loss on Thursday alone. Week-over-week, the index lost 

419.50 points, or 6.37%, to close at 6,161.21. For the week, foreigners were 

net sellers at Php6.77 billion. 

 
Conglomerates 

 DMCI Holdings posted a 134% surge in its first half earnings to Php13.49 billion from Php5.77 billion registered in the 
same period last year. The company said that the rise in earnings was mainly attributed to the recognition of the one-
time gain from the partial sale of its water business. DMCI Holdings and Metro Pacific Investments Corp. sold a 20-
percent stake in Maynilad Water Services Inc. to Japan’s Marubeni Corp. for roughly US$400 million early this year. 
Meanwhile, core earnings dropped by 11% to Php5.14 billion from Php5.77 billion a year ago. 
 

 First Philippine Holdings Corp. (FPH) saw its 1H2013 net income plunge by 69% to Php4.8 billion from Php15.3 
billion. The decline was mainly attributed to the absence of a one-time gain in the sale of its stake in Manila Electric 
Co. (MER) worth Php6.1 billion during the first half last year. Moreover, total revenues for the first six months of the 
year dropped by 10% to Php45.billion due to the 9% decline in electricity revenues. 
 

Power 

 Aboitiz Power Corp. (AP) is preparing for the construction of a 300-Megawatt (MW) coal-fired power plant in Toledo 
City, Cebu next year. The company is looking to bid out the power plant’s engineering, procurement and construction 
(EPC) contract. Aside from the Cebu project, the company is also building a 300-MW coal facility in Davao, which is 
said to be operational by 2015. 
 

Financials 

 According to Rizal Commercial Banking Corp. (RCBC), it will sell its 7.66% stake in RCBC Realty to Pan Malayan 
Management and Investment Corp.  for Php1.001 billion. Moreover, the bank will also divest its 49% stake in RCBC 
Land, Inc. also to Pan Malayan for Php1.281 billion. According to RCBC Executive Vice President and Head of 
Strategic Initiatives John Deveras, the proceeds from the sale of the bank’s stake in RCBC Realty will be used mainly 
to increase its capitalization in preparation for Basel III. 
 

 Union Bank of the Philippines (UnionBank) is looking to raise Php5 billion from the issuance of 5-year long-term 
negotiable certificates of deposit (LTNCD) in September, according to UnionBank Senior Executive Vice-President 
and Treasurer Jesus Roberto S. Reyes. The proceeds of the issuance will be used to extend or lengthen the bank’s 
deposit maturity profile and finance its expansion plans for the year. HSBC will be the arranger of the transaction and 
a selling agent together with UnionBank and Multinational Investment Bancorp. HSBC and Multinational Investment 
Bancorp will also be the market makers while the paying agent will be Deutsche Bank. 
 
 

15-Aug 23-Aug % Change

PSEi 6,580.71 6,161.21 -6.37%

Philippine Stock Exchange Index
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August 27, 2013 

Philippine Bond Market  

Prices of local government securities plunged during the shortened work 
week as profit-taking ensued across all tenors due to persisting fears over 
the QE3 tapering. For the week, yields climbed by an average of 31.01 
basis points led by the belly which rose by 36.46 basis points. Likewise, the 
short- and long-ends of the curve escalated by 22.87 and 32.77 basis 
points, respectively. 
 
 
Philippine Peso 

 
The Philippine peso depreciated sharply against the greenback, surpassing 
the 44-level mark on the back of recurring concerns regarding the tapering 
of the quantitative easing (QE3). The local currency surrendered 62 
centavos to close at 44.260. 
 
 

According to the Bangko Sentral ng Pilipinas (BSP), the balance of 

payments (BoP) surplus surged to a six-month high in July to US$1.099 

billion, more than US$692 million registered in June which is mainly 

attributed to the country’s robust macroeconomic fundamentals. This brought the year-to-date surplus to US$3.677 billion which is 

getting closer to the BSP’s 2013 forecast of US$4.4 billion. 

 

 

For the first seven months of the year, the Association of Vehicle Importers and Distributors (AVID) sales stood at 18,147 units, 

marginally higher by 1% compared to the same period last year of 18,018 units.  Light commercial vehicles improved by 26% to 

8,980 units, buoyed by the sales of Hyundai Asia Resources, Inc., The Covenant Car Company, Inc., and Motor Image Philippines, 

Inc. However, sales of passenger cars plunged by 16% to 9,167 units as members continued to experience supply disruption. 

 

 

 

The Power Sector Assets and Liabilities Management Corp. (PSALM) is set to review the terms for the sale of the 153.1 megawatt 

Naga Plant in Cebu following the failed bidding last month. According to an official, PSALM will assess if the price is attractive 

enough and added that the agency would try to resell the plant again this year. Moreover, the official said that PSALM will try to 

conduct another round of bidding this year. 

Tenor 16-Aug 23-Aug  Change

1m 1.17 1.40 23

3m 1.18 1.41 23

6m 1.23 1.41 19

1y 1.42 1.69 27

2y 2.32 2.56 24

3y 2.50 2.78 28

4y 2.81 3.44 62

5y 2.85 3.35 50

7y 3.41 3.59 18

10y 3.57 3.73 16

20y 4.14 4.41 28

25y 4.93 5.48 55

Average 31

Peso Yield Curve                                       

(PDST-F Reference Rates)
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The week ahead (Aug 27 –Aug 30) 

 
We expect the local equities market to trade with an upward bias next week.  With the market down 6% for the last 2 days, we 
expect some bargain hunting to set in. Buying could also be triggered by positive second quarter GDP data. Rebalancing of the 
MSCI would likely add to volatility. 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 6,050 to 6,250. 
 
On the local fixed income market, we expect sideways trading with a slight downward bias as yields already surged in the previous 
week due to the non-working days brought about by the typhoon and a holiday. Meanwhile, on the local currency market, the 
Philippine peso is expected to trade range bound with market players to remain on the sidelines ahead of the release of the 
country’s 2Q2013 GDP. Likewise, the investors will keep an eye over the economic data releases from the US, Euro-zone, China, 
Japan and other emerging markets. Any indications or signals regarding the timing and degree of the US’ bond purchasing scheme 
tapering should continue to drive market sentiment.  
 


