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29-Aug-13 05-Sep-13 % Change

MSCI World 1,481.11 1,497.58 1.11%

MSCI Europe 102.70 104.17 1.43%

MSCI Asia-Pacific ex-Japan 431.14 444.15 3.02%

Dow Jones Industrial Average 14,840.95 14,937.48 0.65%

S&P 500 1,638.17 1,655.08 1.03%

Global Equity Performance
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Global Financial Markets 
 
Global equities markets recovered this week as fears on the geopolitical turmoil in Syria began to ease and as investors 
warmly welcomed strong economic data releases from across the globe. Meanwhile, US Treasury prices fell, with the 10-
year benchmark yield spiking to almost hit the “3%” mark—a level not reached in two years—amid continued concerns on 
the Fed tapering. The US dollar strengthened against most of its currency counterparts following upbeat data releases 
from the world’s largest economy, which added to the Fed’s case of winding down its bond purchases by this month. 
 
Global Equities 
 
Global equities were mostly 

higher this week as concerns on 

the escalating geopolitical 

tensions in Syria somewhat 

eased and as economic data 

releases from the US, Europe 

and China indicated a pick-up in 

global recovery.  

The US equities market began 

the week on Tuesday, as both 

equities and bond markets were 

closed Monday for Labor Day. 

Stocks were mostly higher for 

the rest of the week on strong 

manufacturing, construction and 

labor data, though gains were 

tempered by recurring concerns 

on Syria and caution ahead of 

non-farm payrolls data on 

Friday.  

European shares gained on 

upbeat global data as well, 

ending the week on a strong 

note after the European Central 

Bank, following its policy meeting, reaffirmed its promise to keep rates low for “an extended period of time.” During its meeting, the 

ECB likewise upwardly revised its forecast for the Euro-zone economy to shrink by only 0.4%, from the 0.6% contraction it predicted 

in June. However, ECB President Mario Draghi was quick to mention that they were still “very, very cautious about prospects for 

growth and expressed concern for the situation in Syria. 

Leading the pack were Asian equities, picking up large gains to kick off the week after a strong manufacturing print from China 

suggested that the growth of the world’s second largest economy was stabilizing. Favorable reports from other parts of the globe 

kept shares in the green zone throughout the week.  

Week-on-week, the MSCI World index rose 1.11% led by the Asia-Pacific ex-Japan region, which gained 3.02%, and the European 

region which climbed 1.43%. The Dow Jones Industrial Index and the S&P500 index added 0.65% and 1.03%, respectively. 

Economic data releases for the week were mostly positive, somewhat easing fears over the situation in Syria.  

 Last July, consumer spending in the US slowed down in tandem with cooling income growth, indicating a slow start to 

the third quarter for the world’s largest economy. Data released by the Commerce Department showed that purchases 

climbed 0.1% following an upwardly revised 0.6% un the previous month. Income growth has barely kept pace with 

inflation thus far, signaling that employment would need to pick up for economic expansion to gain momentum. In 

other news, companies received more orders in August as showed by the Chicago Business Barometer, which rose to 

53 in line with forecasts, compared to the 52.3 reading last July. Figure above 50 indicate expansion. Note that the 
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Chicago Business Barometer includes good producers and service providers which operate both locally and globally, 

making the gauge a measure of total growth. 

 For the month of August, consumer confidence in the US plunged from a six-year high amid rising interest rates and 

escalating tensions in the Middle East. The Thomson Reuters/University of Michigan final index of consumer 

sentiment for August dropped to a four-month low of 82.1 coming from the 85.1 in July. Median estimate was for the 

figure to come in at 80.5. Increasing mortgage rates could potentially slow down the housing market’s momentum, 

while the escalating turmoil in Syria brought about fears of higher fuel prices. However, though the drop in consumer 

confidence is evident in the stock market’s plunge, increased personal wealth from rising values of housing could help 

to mitigate the decline. 

 Last August, the Institute for Supply Management’s manufacturing purchasing managers index (PMI) climbed to 55.7, 

beating the market estimate of 54.0, July’s 55.4, and was also the highest level since June of 2011. The monthly 

increase was mainly due to an increase in the new orders index, which jumped to 63.2, much higher than the 58.3 in 

July and the strongest reading since April 2011. Likewise, 15 out of the 18 industries monitored showed growth, while 

two were stable. ISM Chairman Bradley Holcomb noted that the US economy was still vulnerable to external risks 

though, locally things were looking up for the manufacturing sector. 

 According to the Fed’s latest Beige Book, which is a gathering of "anecdotal information on current economic 

conditions" by each Federal Reserve Bank, the US economy grew at a modest to moderate pace in recent months. 

Based on the report, eight districts posted moderate growth, and three stated modest growth, which the remaining, 

Chicago, stated that economic activity had improved. Back-to-school shopping boosted overall consumer spending 

especially in Boston, Kansas City and Dallas. Likewise, travel and tourism sector activity improved in most areas. 

Over-all, the Beige Book’s results, which covered July and August, were largely positive. 

 Data released yesterday showed that the US trade deficit widened last July. Imports climbed 1.6% on a monthly basis 

to a seasonally adjusted US$228.59 billion. On the other hand exports dropped 0.6% to US$189.45 billion, resulting in 

a trade gap which expanded by 13.3% to US$39.1 billion. This was higher than the market estimate of US$38.6 

billion, and somewhat reversed that 21% contraction posted June. The improvement in imports indicated increased 

domestic demand for products such as industrial supplies and consumer goods. The three-month moving average of 

imports and exports likewise posted increases. Meanwhile, petroleum imports rose 12%, diverging from the declining 

trend in recent months, mostly due to strong demand. 

 Growth in the US services factor picked up last August, with the Institute for Supply Management’s non-manufacturing 

purchasing managers’ index (PMI) rising to 58.6, beating the market estimate of 55.0 and the previous month’s 56.0 in 

July. The figure was also the highest in nearly eight years. Moreover, a larger number of respondents were mostly 

positive regarding the business conditions and the direction of the overall economy, according to the report. The climb 

was lead by the new orders index, which rose to 60.5 from 57.7, while the business activity/production index climbed 

to 62.2 from 60.4.  

 US Jobless claims fell 9,000 to a seasonally adjusted 323,000 last week, beating the market estimate of 330,000. 

Likewise, the less volatile four-week moving average of claims dropped by 3,000 to 328,500, the lowest since October 

of 2007. In other news, data released by payroll processor Automatic Data Processing Inc. (ADP) showed that private-

sectors jobs rose by 176,000 in August, lower than the market estimate of 184,000. According to the firm’s report, job 

gains last month were consistent with increases experienced over the past two-plus years. Small businesses, or those 

employing between 1-49 workers added 71,000 jobs, which medium-sized firms, which employ between 50-499 

workers, added 74,000 employees. Meanwhile, large firms with 500 or more workers added 32,000 jobs. 

 For the month of August, the Euro-zone’s manufacturing sector grew at the fastest pace in over two years with 

Markit’s purchasing managers’ index climbing to 51.4 from 50.3 in July. The figure was higher than the market 

estimate of 51.3. Indices in Spain, Italy, Ireland, Germany, the Netherlands and Austria all posted figures above 50 as 

well. Note that any figure above 50 indicates an expansion in activity. On the other hand, Greece posted a contraction 

though at the slowest rate in over three years.  

 Manufacturing activity in China rose last August, with the government’s official Purchasing Managers’ Index jumping 

more than expected to a sixteen-month high of 51.0. Meanwhile, a separate report from HSBC and Markit Economics 

showed that the PMI rose to 50.1 in August from 47.7 last July. This was the largest jump since 2010. The improving 

PMI figures indicated recovery in China’s economy, boosted by increased demand both overseas and locally. 
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Global Bonds 

 

US Treasury prices fell throughout the week amid strong economic data 

releases, which added to the Fed’s case for reducing its monetary stimulus 

measures by this month.  Strong data also resulted in an over-all risk-on 

sentiment despite continued concerns on Syria, causing preferences to shift 

to equities rather than bonds. Encouraging services sector and jobs data on 

Thursday actually caused the 10-year benchmark yield to spike near the 3% 

mark for the first time in two years. For the week, the 2- and 10-year bond 

yields rose 12.30 basis points and 23.20 basis points to 0.518% and 2.994%, 

respectively.  

 

Currencies  
 

The Japanese yen posted large declines this week as easing fears on the 

Syrian situation caused investors to adopt a risk-on sentiment and move 

away from the safe-haven currency. The other safe-haven, the US dollar, 

strengthened against most of its currency counterparts amid positive data 

releases from the world’s largest economy, which further ascertained that 

the Fed would finally begin its bond purchase tapering this month. 

Meanwhile, the euro weakened further after ECB President Mario Draghi 

warned that recovery in the region was still “green”, and that they would be 

keeping interest rates low for an extended period of time. Week-on-week, 

the US dollar rose 0.70% against the euro and 1.42% against the 

Japanese yen. 

 

 

The week ahead (Sept 9 – Sept 13) 

 

This week, movements in global markets were mostly-data driven as the situation in Syria took a back seat amid the multitude 

economic releases from across the globe. For the week ahead, however, we expect equities markets to trade lower with investors 

booking profits as the FOMC meeting, where policymakers are expected to announce the beginning of QE tapering, draws closer. 

Further developments on the potential US military strike against Syria could likewise weigh on sentiment. Members of the G-20 are 

having a 2-day meeting ending Saturday, and spectators are anticipating that the de facto leaders of two opposing camps – the 

presidents of the US and Russia—will be voicing out their positions with regard to Syria. Another significant release is the US 

nonfarm payrolls report, which comes out Friday and could determine the scope and timing of the Fed’s QE tapering. 

 

 

 

 

 

 

 

 

 

US Treasury Yield Curve

Tenor 29-Aug 5-Sep  +/- bps

3m 0.020 0.020 0.00

6m 0.051 0.051 0.00

2y 0.395 0.518 12.30

5y 1.611 1.849 23.84

10y 2.762 2.994 23.20

30y 3.714 3.885 17.05

Currencies 

30-Aug 6-Sep % Change

USD/PHP 44.605 44.480 0.28%

EUR/USD 1.3222 1.3130 -0.70%

GBP/USD 1.5504 1.5581 0.50%

USD/JPY 98.17 99.58 -1.42%

AUD/USD 0.8901 0.9142 2.71%

USD/CHF 0.9298 0.9439 -1.49%

EUR/CHF 1.22945 1.23928 -0.79%

EUR/JPY 129.8 130.75 -0.73%
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Philippine Financial Markets 

The local equities market fell for another week amid recurring concerns on the situation in Syria and the upcoming 
September bond purchase tapering by the Fed. Prices of local government securities likewise dropped, with yields moving 
higher on continued external headwinds and as Monday’s T-bill auction saw higher yields than the previous auction. 
Meanwhile, the Philippine peso appreciated following strong data from China and South Korea.   

 

Local Equities 
 

The local bourse slipped again this week, weighed down largely by local 

news (e.g. investigation of the pork barrel scandal) and world news (e.g. 

tensions in Syria). However, favorable economic data from China and EU 

helped prevent a more substantial market slump. Week-over-week, the index 

lost -100.55 points, or -1.66%, to close at 5,974.62. For the week, foreigners 

were net sellers at Php1.20 billion. 

 
 

Properties 

 Megaworld Corp. is planning to spend an additional Php10 billion  in the 72-hectare Iloilo Business Park to a total of 
Php35 billion in investments over the next 10 years, making it the largest single investment of the company outside 
Metro Manila. Megaworld First Vice-President Jericho P. Go stated that the company is committed to turning Iloilo 
Business Park into the largest, most exciting business and tourism district in Western Visayas. The property company 
added that the Iloilo Business Park is modeled and patterned after similar existing projects such as Eastwood City, 
McKinley Hill in Bonifacio Global City, Newport City in Pasay City; and The Mactan Newtown in Lapu-Lapu City, Cebu. 
 

 Vista Land & Lifescapes, Inc. is looking to generate Php80 billion in residential and commercial sales from its 
Lakefront mixed-used community project in Parañaque. According to Vista Land officials, the company will be 
launching more than 40 new residential buildings, commercial and office structures in the 60-hectare prime lot fronting 
Laguna Bay. Vista Land Head of Corporate Planning and Corporate Marketing Red Rosales said the company has 
allocated around Php45 billion to develop the Lakefront property. 
 

Power 

 Pangilinan-led Manila Electric Co. (MER) is looking to borrow overseas and has appointed Citigroup to arrange a 
roadshow in Singapore and Hong Kong. Proceeds of the borrowing will fund the company’s capital expenditures as it 
plans to put up a 2,700 megawatt power generation portfolio to secure its electricity supply. MER’s proposed dollar-
denominated borrowing was rated “BB” by Standard and Poor's Ratings Services (S&P) on the back of the power 
distributor’s dominant position in the industry, as well as the improvement in the company’s cash flows 

 
 

Utilities 

 Philippine Long Distance Telephone Co. (PLDT) has recently partnered with Dana Telecom (Datelco) of the Durano 
family to provide services in Danao City in Cebu as the latter is in the middle of closing its local exchange carrier 
(LEC) business. PLDT President and Chief Executive Officer Napoleon Nazareno said that this is an opportunity for 
the company to widen its coverage in Cebu where they recently rolled out their fiber-to-the-home facilities. Nazareno 
added that the two firms would collaborate on joint marketing and promotions of PLDT’s products and services in the 
area 

 
 

 

 
 

30-Aug 6-Sep % Change

PSEi 6,075.17 5,974.62 -1.66%

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. Expectation of the US Fed's next 
move regarding the QE3 tapering as well as geopolitical tension in Syria 
weighed on investor sentiment. Moreover, the Treasury Bill auction earlier 
in the week saw higher yields than those seen in the previous month's 
auction. For the week, yields climbed by an average of 12.07 basis points 
led by the short-end of the curve which rose by 26.61 basis points. The 
belly and long-end of the curve picked up by 6.42 and 2.08 basis points, 
respectively. 
 
The Bureau of the Treasury (BTr) sold Php17.65 billion worth of Treasury 
Bills during an auction concluded September 2. The total amount awarded 
was composed of Php1.65 billion worth of 91-day bills with an average 
yield of 0.866%, Php6.00 billion worth of 182-day bills at an average yield 
of 0.920%, and Php10.0 billion worth of 364-day bills at an average yield of 
0.955%. Note that for the 91-day paper, the government sold less than half 
the total amount offered. The government received tenders totaling 
Php37.885 billion 
 
Philippine Peso 

 
The Philippine peso strengthened, benefitting from a risk-on sentiment following strong data from China and South Korea earlier in 
the week. The local currency gained 12.5 centavos to close at 44.480. 
 
Philippine consumer prices rose by 2.1% year-on-year for the month of August, lower than the Bloomberg consensus estimate of 

2.4% and the slowest print for the year so far. On a monthly basis, inflation rose by just 0.2% as a decline in the utilities prices offset 

the increase in food prices brought about by the typhoon. According to the National Statistics Office (NSO), there were notable 

decreases in the housing, water, electricity, gas and other fuels indices. The figure also brings the year-to-date average inflation to 

2.8%, lower than the BSP’s targeted range of 3%-5% for the year.. 

 

Based on the World Economic Forum’s (WEF) 2013-2014 Global Competitiveness Report, the Philippine’s rose further to 59th spot 

out of 148 this year, from 69th out of 144 last year. The WEF noted that the recent success of the Philippine government in tackling 

some of the most pressing structural issues are encouraging, and serves as proof that bold reforms and measures can really yield 

encouraging and positive results. It added that the trends are positive across most dimensions of the index especially in terms of 

institutions where the country has leapfrogged over the past years.  

 

According to the Education department, two bidders, namely Megawide Construction Corp., and the BSP & Co.-Vicente Lao 

Construction consortium, were qualified and are set to be awarded of two contracts for school building public-private partnership 

(PPP) project. Education Undersecretary Francis M. Varela said that they hope to complete the process and issue notices of award 

within a week. Megawide Construction Corp., offered Php2,255,923,096.49 for contract A, just under the Php2,258,181,277.77 

ceiling set by the government. This involves the construction of 2,440 classrooms in 982 schools in the Ilocos, Cagayan Valley, 

Central Luzon and Cordillera regions. Meanwhile BSP & Co.-Vicente T. Lao, has bid Php1,603,397,790, below the 

Php1,604,592,648.89 ceiling- for contract E covering 1,930 classrooms in 750 schools in the Northern Mindanao and Caraga 

regions. 

 

According to data from the Budget department, Php1.807 trillion or roughly 90% of this year’s Php2.006 trillion national budget has 
been released as of July 31. This is higher by 23.18% from the Php1.467 trillion released in the same period last year, which made 
up of 80.78% of the Php1.816 trillion 2012 national budget. Out of the total released funds, Php926.709 billion went to departments 
while Php153.664 billion was released to special purpose funds. Meanwhile, Php691.62 billion in automatic appropriations were 
released in the first seven months of the year, or 91.5% of the Php755.219-billion program for the year. The Budget department 
affirms that it is working to improve its releases to boost government spending and facilitate faster and better delivery of public 
services. 

Tenor 30-Aug 6-Sep  Change

1m 1.41 1.55 14

3m 1.41 1.55 14

6m 1.48 1.79 30

1y 1.66 2.15 48

2y 2.84 3.00 15

3y 2.85 3.10 25

4y 3.46 3.44 -2

5y 3.48 3.37 -11

7y 3.60 3.65 5

10y 3.75 3.76 1

20y 4.30 4.30 0

25y 5.46 5.51 5

Average 12

Peso Yield Curve                                       

(PDST-F Reference Rates)
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September 9, 2013 

The week ahead (Sept 9 – Sept 13) 

 
We expect the local equities market to trade lower next week with a strong resistance at the psychological 6,000-level.  Investors 
would likely price-in the uncertainty in QE tapering, which will have a clearer direction as we approach the Federal Open Market 
Committee meeting this month.  Trading range will be from 5,850 to 6,050. 
 
For the local fixed income market, we expect sideways trading with a slight upward bias as market sentiment will continue to be 
driven by persisting concerns over the possible QE3 tapering and whether tensions in Syria would continue to escalate. US Non-
farm payrolls figure data over the weekend would also affect market direction. Meanwhile, for the local currencies market, trading 
will hinge on the Monetary Board Meeting on September 12 as market players anticipate that policymakers will keep rates steady 
given the benign inflation figure and strong economic growth. However, they will also try to address the volatility brought by external 
developments that has been hampering financial markets. Investors will monitor key economic data from the US, as this will give 
clearer direction as to the Fed’s next move regarding QE3 Tapering. The Federal Open Market Committee Meeting is set to be he ld 
on September 17-18.  


