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Global Financial Markets 
 
Global equities markets suffered losses throughout the week as investor sentiment was weighed down by fears on rising 
geopolitical turmoil in Syria. Statements from a US Secretary of State earlier during the week suggested that the US could 
be considering an attack against the Syrian government. Demand for safe-haven US Treasuries and currencies, 
meanwhile, rose on the back of this same risk-off sentiment. 
 

Global Equities 
 
Global equities markets were 

mostly lower for the week as 

investors turned cautious amid 

the rising geopolitical tensions 

in Syria. On Monday, 

Secretary of State John Kerry 

said that the US government 

has conclusive evidence that 

chemical weapons were used 

last week, suggesting that the 

global super power was 

considering an attack against 

the Syrian government. 

Further dragging on market 

sentiment was the looming US 

debt ceiling, which, according 

to a report by the Wall Street 

Journal, would be hit come 

mid-October. This was an 

earlier timeframe than most 

had expected, as the US 

Treasury Department had 

actually already employed 

emergency measures, 

including suspension of some 

pension contributions, to buy 

more time for policymakers to 

act. 

Towards the end of the week, however, stocks somewhat recovered on signs that the US-led attack on Syria might be delayed. 

Easing fears allowed investors the home in on positive data releases, including an upwardly revised 2Q13 GDP figure for the US as 

well as strong corporate earnings results from China. Week-on-week, the MSCI World index gave back 1.11% led by the European 

region which lost 1.04%. Bucking the trend was the Asia-Pacific ex-Japan region, which managed to eke out gains of 0.18%. 

Meanwhile, the Dow Jones Industrial Average index and the S&P500 index lost 0.93% and 1.33%, respectively.  

Economic data releases for the week were mostly positive, though somewhat overshadowed by the escalating turmoil in Syria.  

 US durable goods orders plummeted last July, dropping 7.3% on a monthly basis, worse than the market estimate of a 

4.0% decline, to a seasonally adjusted US$226.6 billion. Posting the largest decline was the civilian-aircraft category, 

which tanked 52.3%, as Boeing Co. reported only 90 plane orders for the month, compared to June’s 287. Orders 

were also weak outside of the volatile transportation category, falling 0.6% against the market estimate of a 0.5% 

increase. 

 Based on the S&P/Case-Shiller index, which tracks house prices in 20 major US cities, home prices in the US rose 

12.1% year-on-year last June, in line with the market estimate but slightly lower than the 12.2% increase in May. 

Likewise, home prices in 10 major US cities rose 11.9% on an annual basis. Both indices rose 2.2% month-on-month 

on a non-seasonally adjusted basis. On the other hand, seasonally adjusted, the 10-city index rose 1.1% while the 20-

22-Aug-13 29-Aug-13 % Change

MSCI World 1,497.80 1,481.11 -1.11%

MSCI Europe 103.78 102.70 -1.04%

MSCI Asia-Pacific ex-Japan 430.38 431.14 0.18%

Dow Jones Industrial Average 14,963.74 14,824.51 -0.93%

S&P 500 1,656.96 1,634.96 -1.33%

Global Equity Performance
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city index rose 0.9%. By and large, figures in the report showed that home prices were still rising, but that the pace 

could be slowing down. Also, though other news in the housing sector was positive, it was not as robust as last spring. 

 According to the Conference Board, its index of consumer confidence inched higher to 81.5 following the upwardly 

revised 81.0 in July. The index had previously reached 82.1 in June, the highest since January 2008. Much of the 

improvement was due to the outlook, as consumer expectations for economic activity over the next six months rose to 

88.7 from 86.0 last July. Meanwhile, consumers’ view of current economic conditions as measured by the present 

situation index, fell to 70.7 from 73.6. According to the director of economic indicators at the board, consumers were 

more upbeat about labor markets over the next six months. 

 Last July, pending sales of existing homes in the US declined for a second straight month. According to the National 

Association of Realtors (NAR), its seasonally adjusted index for contracts to purchase previously owned homes fell by 

1.5% to 109.5. On an annual basis, the index climbed 6.7%. The monthly decline reflected to sustained rise in 

mortgage rates. Lawrence Yun, chief economist at the NAR stated that high prices and a limited supply of homes 

have hampered sales in some regions. He added that more supply was needed, especially in the west, in order to 

mitigate prices pressures. Otherwise, the area could soon be faced with affordability issues. 

 The US economy grew at a faster pace than initially reported for the second quarter, boosted higher by a smaller trade 

deficit and increased inventory, which served to counter the government’s budget cuts. Figures released by the 

Commerce Department showed that the country’s GDP grew at an annual rate of 2.5% compared to the initial release 

of 1.7% and higher than the market estimate of a 2.2% increase.  The upward revision was in line with forecasts that 

the US economy would be able to withstand federal budget cuts, and is actually seen to pick up once the effects of 

these cuts ebb away. 

 Last week, the number of jobless claims in the US fell by 6,000 to 331,000. This compared with the upwardly revised 

337,000 in the week prior and the market estimate of 332,000. The better-than-expected drop added to signs that the 

US labor market was slowly but surely showing signs of progress. Meanwhile, continuing claims, fell by 14,000 to 2.99 

million for the week ended August 17, and the less volatile four-week moving average of claims climbed to 331,250 

last week from the previous 330,500. 

 Last August, German business sentiment improved to its highest level in over a year. The Ifo institute's business 

confidence index rose for a fourth straight month to 107.5, higher than the market estimate of 107.0 and the 106.2 in 

July. According to the Ifo, German business expectations, and firms' assessment of their current situation, improved in 

August. 

 Data released by research institute GfK showed that consumer sentiment in Germany dropped for the first time in 

eight months. The institute’s forward-looking consumer sentiment indicators slid to 6.9 points for the month of 

September, lower than the market estimate of 7.1 and the 7.0 recorded for August. However, GfK was quick to assure 

that this was no reason to assume that the small setback in sentiment would mark the beginning of a prolonged trend. 

It was more likely for sentiment to improve, especially as the labor market and incomes continued to improve. The GfK 

added that consumers evidently fear that their purchasing power would come under pressure from rising inflation, and 

were taking more cautious steps in terms of income prospects. 

 

Global Bonds 

 

US Treasury price spiked during the week as demand for safe-havens arose 

amid worries of a potential US military strike on Syria. Positive GDP and 

jobless claims data as well as lukewarm demand in the US Treasury 

Department’s three autions for the week, however, served to temper gains 

slightly. Week-on-week, the 10-year benchmark yield dropped 12.27 basis 

points to 2.762%. 

On Tuesday, the US Treasury Department sold US$34 billion worth of 2-year 

notes. The notes were sold at a yield of 0.386%, slightly lower than the 

market forecast of 0.390%. Demand came as investors sought safe-haven assets amid rising tensions in Syria. The auction’s bid-to 

cover ratio was at 3.21x, the highest since April, but still lower than the 3.49x average over the past 10 sales.  

The Treasury Department’s US$35 billion 5-year note auction on Wednesday met weak demand. The notes were sold at a yield of 

1.624%, the highest for similar tenors since May of 2011. Bid-to-cover ratio was at 2.38x, lower than the 2.64x average over the 

US Treasury Yield Curve

Tenor 22-Aug 29-Aug  +/- bps

3m 0.020 0.020 0.00

6m 0.036 0.051 1.52

2y 0.388 0.395 0.70

5y 1.676 1.611 -6.52

10y 2.884 2.762 -12.27

30y 3.870 3.714 -15.58
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past four auctions. A trader from the Bank of Nova Scotia in New York stated that the auction was mediocre, and that people were 

awaiting more clarity from the Fed, which would come with the unemployment report and the September meeting.  

Thursday’s US$29 billion auction of 7-year notes also saw little demand. The notes were sold at a yield of 2.221%, the highest rate 

on a similar tenor since July 2011. Bid-to-cover ratio was at 2.43x, the weakest since a seven-year auction sale on June 2009.  

 

 

Currencies  
 

The euro gave lost almost all of the gains made over the previous week as 

demand for riskier assets dwindled amid the geopolitical tensions in Syria, 

fears over the looming US debt ceiling and political uncertainty in Italy. 

Investors shrugged aside upbeat German data and sold down positions in the 

euro, opting instead for the greenback and the Japanese yen. Week-on-

week, the shared currency lost 1.07% against the US dollar and 1.50% 

against the Japanese yen. 

 

 

 

The week ahead (Sept 2 – Sept 6) 

 

Movements in global markets this week were hinged on developments in Syria, especially as the US government signaled a 

potential military strike earlier during the week. For the week ahead, however, we expect markets to recover slightly as the situation 

in Syria winds down. Market watchers will continue to be vigilant on the upcoming data releases, especially since next week marks 

the beginning of September, the month of the US Federal Reserve’s supposed winding down of its bond purchases. Data releases 

in the coming weeks could provide direction as to how soon and by how much the Fed would begin its tapering.  

 

 

 

 

 

 

 

 

 

 

  

Currencies 

23-Aug 30-Aug % Change

USD/PHP 44.260 44.750 -1.09%

EUR/USD 1.3383 1.3240 -1.07%

GBP/USD 1.5569 1.5508 -0.39%

USD/JPY 98.72 98.30 0.43%

AUD/USD 0.9030 0.8927 -1.14%

USD/CHF 0.9222 0.9306 -0.90%

EUR/CHF 1.23322 1.23215 0.09%

EUR/JPY 132.10 130.15 1.50%
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Philippine Financial Markets 

Persisting external headwinds clamped down on local financial markets last week with the local equities market receding, 
prices of local government securities plunging, and the continued depreciation of the Philippine peso. However, better-
than-expected economic growth for the second quarter somewhat tempered losses earlier during the week.  

 

Local Equities 
 

The local equities market took another dive at the start of the week, with 

political unrest igniting domestic and foreign uncertainty alike. It erased some 

losses after the government reported better economic expansion than 

expected for the second quarter, though fell short of breakeven at the week’s 

end. Week-on-week, the index lost 86.04 points, or -1.40%, to close at 

6,075.17. For the week, foreigners were net sellers at Php11.69 billion. 

 
Properties 

 Metro Pacific Tollways Corp. (MPTC), the tollway unit of conglomerate Metro Pacific Investments Corp. (MPIC), said it 
is on track to reach its full-year traffic growth target. It also stated that it is waiting for government approvals for new 
projects and higher toll rates. MPTC recorded a 6.5% increase in traffic in the January to July period which comprises 
the 94-km Subic-Clark-Tarlac Expressway (SCTEx), the 84-km North Luzon Expressway (NLEx) and the 14-km 
Manila-Cavite Expressway (Cavitex). 

Power 

 San Miguel Corp’s power subsidiary SMC Global Power is looking to take over Albay Electric Cooperative (Aleco), 
which is heavily burdened by debt. According to SMC, Aleco’s interim board of directors already approved SMC 
Global Power’s bid for a planned takeover of the cooperative, but will still be subject to a referendum among the 
cooperative members. Aleco was recently disconnected from the main grid, as requested by the Philippine Electricity 
Market Corp. (PEMC), after the firm failed to settle its outstanding liabilities to power generators of approximately 
Php1 billion.  
 

 Manila Electric Co. (Meralco) has formed an agreement with Electricity Generating Public Co. Ltd. (EGCO) of Thailand 
to develop a 460-megawatt coal-fired power plant in Quezon. According to Meralco, it has authorized its power 
generation subsidiary Meralco PowerGen to partner with EGCO, which controls 98% of Quezon power. Moreover, the 
Quezon Power project has already begun its commercial operations in May 2000 and provides electricity to the Luzon 
grid under a 25-year power sales agreement with Meralco. 

 
 

Financials 

 Rizal Commercial Banking Corp. (RCBC), is looking to redeem around Php4billion worth of unsecured subordinated 
notes qualified as Tier 2 capital. According to RCBC Executive Vice-President and Head of Strategic Initiatives John 
G. Deveras, the move was primarily to reduce interest costs and prepare for the new capitalization framework of Basel 
III. Under Basel III, only Tiers 1 and 2 capital with loss absorption features will be considered in the computation of the 
capital adequacy ratio (CAR). 
 
 
 

23-Aug 30-Aug % Change

PSEi 6,161.21 6,075.17 -1.40%

Philippine Stock Exchange Index
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Philippine Bond Market  

On the local fixed income market, sideways trading was evident for the 
week as bargain-hunting seen on the intermediate-tenored bonds was 
offset by profit-taking on the long-ends. Throughout the course of the week, 
however, investors remained on the sidelines, awaiting the release of the 
2Q2013 GDP figure and more news regarding the tapering of the Fed’s 
quantitative easing (QE3). Investors were also wary about the rising 
tensions in Syria. For the week, yields climbed by an average of 4 basis 
points with the belly and short-end of the curve rose by 10.37 and 1.41 
basis points, respectively. Meanwhile, the long-end of the curve dropped 
by 3.74 basis points. 
 
 
 
Philippine Peso 
 
The Philippine peso continued its slump for the week due to the lingering 
concerns over the US Fed tapering and rising geopolitical tension over in 
Syria. The local currency gave up 34.5 centavos to close at 44.605. 
 
For the second quarter of 2013, the country's GDP grew at an annual rate of 7.5%, higher than the Bloomberg consensus estimate 

of 7.2%, though slightly lower than the downwardly revised first quarter growth of 7.7% (prev. 7.8%). On the demand side, private 

consumption continued to be the anchor of growth, accelerating by 6.2% during the period. On the supply side, growth was driven 

by services (+7.4%) which accounts for more than half of the total GDP. The second quarter figure brings the average GDP growth 

for the first semester to 7.6%, well on-track to meet the BSP's target of 6.0%-7.0% for 2013. 

 

Data released by the National Statistics Office showed that the country’s imports fell 4.8% year-on-year to US$4.86 billion in June 

as six out of the 10 major commodity groups posted negative annual changes. This followed a 2.4% decline in May, and 7.4% surge 

last April. For the month, declines were seen in transport equipment, electronic products, cereals and cereal preparations, 

telecommunication equipment and electrical machinery, iron and steel, and plastics in primary and non-primary forms. Imports for 

the first 6 months of the year amounted to US$29.62 billion, a 3.8% decline from the same period in 2012.  

 

According to National Treasurer Rosalia de Leon, the government’s mix of borrowing sources is at 89:11, in favor of domestic 

borrowings. The government is looking to increase the domestic component of the debt in order to reduce external volatility and 

foreign exchange risks. It is also being very careful in managing the inflow of foreign funds into the country’s financial system, 

keeping an eye of its possible impact on the local currency. She stated that the government is also waiting on a US$250 million 

official development assistance (ODA) loan from the Asian Development Bank. 

 

For the second quarter of the year, demand for office space in Manila marginally rose by 1.12% despite weak leasing activities in 
Asia. The business process outsourcing industry and multinational firms’ demand for office spaces spurred the growth in the local 
office property market. Across the Asia Pacific region, leasing activities slowed down in 2Q2013, growing by 0.2% after posting a 
0.4% increase during the 1Q2013. Jakarta posted the highest rental growth for the quarter with 9.8% . 
 

Data from the Department of Tourism (DOT) showed that tourism revenues is expected to increase in the next three years to 
amount to Php1.15 trillion in 2016. According to Tourism Secretary Ramon Jimenez Jr., the agency is keeping a close eye on the 
total annual tourism Gross Value Added (GVA) which reflects the actual revenues generated by the tourism industry for the 
country’s economy. For this year, tourism GVA is expected to reach Php748.3 billion or a 15% rise from Php650.8 billion regis tered 
in 2012. Moreover, data from the DOT also indicated that GVA is seen to further accelerate to Php835.4 billion in 2014, Php974 
billion in 2015 and Php1.15 billion in 2016. 

Tenor 23-Aug 30-Aug  Change

1m 1.40 1.41 1

3m 1.41 1.41 0

6m 1.41 1.48 7

1y 1.69 1.66 -2

2y 2.56 2.84 28

3y 2.78 2.85 8

4y 3.44 3.46 3

5y 3.35 3.48 13

7y 3.59 3.60 1

10y 3.73 3.75 2

20y 4.41 4.30 -12

25y 5.48 5.46 -2

Average 4

Peso Yield Curve                                       

(PDST-F Reference Rates)
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The week ahead (Sept 2 – Sept 9) 

 
We expect the local equities market to trade sideways with an upward bias as investors start to hunt for bargains following the steep 
14% decline the past few days.  The market will continue to be volatile and will be looking to the Federal Open Market Committee 
meeting on September 17, 2013.  Meanwhile, the Philippine Stock Exchange will change its roster: Belle Corporation (BEL) and 
Manila Electric Company (MER) will be replaced by LT Group (LTG) and GT Capital Holdings (GTCAP). We expect LTG and 
GTCAP to trade upwards and BEL and MER to trade downwards until the rebalancing date on September 16, 2013.  Trading range 
for next week is expected to be between 5,950 and 6,250 with a support at the psychological 6,000 level. 
 
For the local fixed income market, we expect lackluster trading as market players will most likely remain on the sidelines waiting for 
more market-moving news. Meanwhile we expect range-bound trading for the Philippine peso as market players continue to await 
more economic releases abroad, and developments regarding the QE3 tapering and the geopolitical turmoil over in Syria. On the 
local front, inflation, domestic liquidity or M3 and gross international reserves are the key economic data scheduled to come out. 


