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September 30, 2013 

Global Financial Markets 
 
Global equities markets pared the previous week’s gains as concerns on the impending US debt ceiling issue weighed on 
investor sentiment. Meanwhile, US Treasury prices continued to climb as investors digested a batch of mixed economic 
data points. The euro fell back against its major trading counterparts as investors remained cautious following the release 
of disappointing German data. 
 

Global Equities 
 
Global equities markets lost the 

previous week’s gains amid renewed 

fears over the looming US debt ceiling 

showdown. As background, the US 

government's federal discretionary 

spending authorization for most of its 

day-to-day operations (e.g. 

government employee salaries) will 

cease on September 30. If Congress 

fails to pass a budget or a continuing 

resolution to authorize spending, the 

government would shut down—

adversely affecting economic activity.  

Concerns on the inevitable 

forthcoming stimulus reductions 

likewise weighed on sentiment as this 

could also pose threats to growth in 

the world’s largest economy this year. 

Further adding to investors’ 

speculations were comments from the 

various Federal Reserve officials 

throughout the week, which 

highlighted their thoughts on whether 

or not the US economy still needed 

the ongoing stimulus measures. 

Among them were Atlanta Fed President Dennis Lockhart, who said in a speech that the US economy was losing some of its 

economic dynamism and it would take creative leadership to recapture its momentum. William Dudley, Fed President of New York 

stated that an accommodative monetary policy stance was still needed, while Dallas Fed President Richard Fisher said that he 

advocated slowing down the pace of purchases during last week’s policy meeting. 

For the week, the MSCI World index lost 1.04%, led by the Asia-Pacific ex-Japan region which dropped by 1.32%, followed by the 

European region which slipped back 0.66%. The Dow Jones Industrial Average index and the S&P500 index likewise weakened by 

2.32% and 1.72%, respecitvely. 

Economic data releases for the week were once again mostly positive, though these were mostly shrugged aside as investors 

focused more on developments in the US especially with regard to its looming debt ceiling showdown.  

 Data released by the Chicago Federal Reserve on Monday showed that an index of national activity moved into 

positive territory last August, indicating above-trend growth. The national activity index climbed to 0.14, higher than 

July’s -0.43 and the market expectation of -0.05. In other news, Markit’s preliminary US flash manufacturing 

purchasing managers’ index (PMI) slid to 52.8 this month following the 53.1 print in August. The figure is also lower 

than the market estimate of 54.0. 

 Last July, US home prices in climbed the most in seven years, increasing owner equity. The S&P/Case-Shiller index 

of property values in 20 cities soared by 12.4% on an annual basis, meeting the market estimate. It was also the 

biggest one-year advance since February of 2006. On a monthly basis however, the index showed that price 

appreciation was slightly slower. Increasing values of homes are contributing to an increase in household wealth, 

which are helping to boost consumer spending.  

19-Sep-13 26-Sep-13 % Change

MSCI World 1,573.13 1,556.74 -1.04%

MSCI Europe 107.75 107.04 -0.66%

MSCI Asia-Pacific ex-Japan 471.88 465.67 -1.32%

Dow Jones Industrial Average 15,636.55 15,273.26 -2.32%

S&P 500 1,722.34 1,692.77 -1.72%

Global Equity Performance
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 For the month of September, the Conference Board’s index of consumer confidence declined to 79.7, the weakest 

reading since May. This followed an 81.8 print last August, and was slightly lower than the market estimate of a 

decline to 79.9. Note that the average measure of the index during the recession (ended June 2009) was 53.7. 

Another portion of the survey, which measures consumer expectations for the next six months, also fell to 84.1 

following the previous month’s 89. Consumer confidence fell amid continued concerns over the jobs outlook in the US 

market.  

 Durable goods orders in the US recovered in August, improving by 0.1% month-on-month following July’s downwardly 

revised 8.1% decline. Market estimate was for orders to decline by 0.2%. Not including the more volatile transportation 

segment, orders dropped by 0.1%. Orders for primary metals, computes, network equipment and electrical gear also 

dropped, while orders for large metal parts and heavy machinery climbed. Core capital orders, which serve as a proxy 

for business investment, bounced back with a 1.5% increase following July’s dismal -3.3%.  

 New home sales in the US climbed last August, posting a 7.9% year-on-year increase to a 421,000 annualized pace 

following July’s downwardly revised 390,000. The Bloomberg median forecast was for new home sales to increase to 

an annual pace of 420,000. The improvement in data underscores that a run-up in borrowing costs could pose risks 

for the housing rebound. 

 The number of Americans filing for jobless claims unexpectedly fell by 5,000 to 305,000 last week, underscoring the 

slowly improving labor market. The market estimate was for the figure to rise to 325,000. The report likewise showed 

that the less volatile four-week moving average of claims dropped to 308,000, which was the lowest level since June 

of 2007. A decline in the number of workers getting laid off could indicate that employers are more optimistic about the 

demand outlook in the US. Moreover, further progress in the labor market would lead to improved income growth and 

consequently, consumer spending.  

 Data released by the National Association of Realtors showed that fewer contracts were signed to purchase 

previously owned homes, indicating that the uptick in mortgage rates could have put a damper on the housing 

market’s recovery. Pending home sales dropped 1.6% month-on-month in August, following the downwardly revised 

1.4% decline registered last July. Market estimate was for sales to drop by 1.0%. On an annual basis, however, 

pending home sales still rose 2.9% from a year earlier.   

 This month, consumer confidence in the Euro-zone rose less than expected as the region continued to struggle amid 

its festering debt crisis. According to the European Commission in Brussels, an index of household confidence for the 

currency bloc rose to -14.9, the highest since July of 2011 and following the -15.6 registered in July. However, the 

median forecast was for the index to improve to 14.5. Nevertheless, analysts have stated that important to note would 

be the more positive news coming from most economies in the region, suggesting that diverging paths between the 

core and the periphery could be shrinking. 

 For the month of September, services PMIs in France and Germany both beat market estimates, coming in at 50.7 

and 54.4, respectively. Consensus estimates was for the figures to come in at 49.1 and 53.1, respectively. Note that 

any figure above 50 indicates expansion. Meanwhile, manufacturing PMIs for both regions fell short of the market 

estimate and were slightly lower than the figures registered for August. Despite the fall in manufacturing, however, the 

euro-zone “flash” composite PMI soared to 52.1, the highest in 27 months.  

 The German Ifo business climate, which previously beat market estimates for the most part, improved only slightly to 

107.7, the highest since March 2012. Market estimate was for the figure to come in at 108.4. 

 

 

Global Bonds 

 

US Treasury prices rose for a second week as investors flocked to safer assets 

amid a mixed slew of economic data releases. Market players also continued to 

take positions following the Fed’s decision to delay the tapering of its bond 

purchases last week. For the most part, the US Treasury Department’s three 

debt auctions on Tuesday, Wednesday and Thursday were met with fair 

demand. Week-on-week, the 10-year benchmark yield dropped 10.21 basis 

points to 2.650%. 

 

On Tuesday, the US Treasury Department’s US$33 billion 2-year note auction 

met decent demand, with the debt being sold at an average yield of 0.348%, slightly lower than the consensus estimate of 0.354%. 

Direct bid, which includes bidding from US investment companies, was at 21.8%, higher than the average of 15.7% over the past 

US Treasury Yield Curve

Tenor 19-Sep 26-Sep  +/- bps

3m 0.000 0.000 0.00

6m 0.030 0.025 -0.50

2y 0.335 0.340 0.55

5y 1.488 1.435 -5.34

10y 2.752 2.650 -10.21

30y 3.802 3.695 -10.73



 

 
The views expressed in this report reflect the analyst’s personal views and not necessarily the Bank of the Philippine Islands’. Furthermore, no part of any of the research analyst's compensation was, is, or will be directly or indirectly related to the specific 
recommendations or views expressed by the research analyst in this report. The information contained herein is published by the Bank of the Philippine Islands Asset Management and Trust Group (or “BPI AMTG”). It is based on information obtained from sources considered to be 
reliable, but BPI AMTG does not make any representation or warranty, express or implied, as to its accuracy, completeness, timeliness or correctness for any purpose. All the tables are taken from publicly available sources or derived from proprietary data. Expressed opinions may be 
subject to change without prior notice. Any recommendation contained herein does not pertain to any specific investment objectives, financial situation and the particular needs of any addressee. The information herein is published for the information of addressees only and is not to be taken 
in substitution for the exercise of judgment by addressees who should obtain separate legal or financial advice. BPI AMTG, or any of its related companies or any individuals connected with the group accepts no liability for any direct, special, indirect, consequential, incidental damages or 
any other loss or damages of any kind arising from any use of the information herein (including any error, omission or misstatement herein, negligent or otherwise) or further communication thereof, even if BPI AMTG or any other person has been advised of the possibility thereof. The 
information herein is not to be construed as a solicitation to buy or sell any securities, futures, options or other financial instruments or to provide any investment advice or services. BPI AMTG and its associates, their directors, officers and/or employees may have positions or other interests 
in, and may affect transactions in securities mentioned herein and may also perform or seek to perform brokering, investment banking and other banking or financial services for these companies. The information herein is not intended for distribution to, or use by, any person or entity in any 
jurisdiction or country where such distribution or use would be contrary to law or regulation. All funds managed by BPI AMTG and affiliates are Trust and/or Investment Management Funds, which do not carry any guarantee of income or principal, and are NOT covered by the Philippine 
Deposit Insurance Corporation. Past performance is not a guarantee of future results. BPI Investment Funds are valued daily using the marked-to-market method. 

September 30, 2013 

four auctions. Meanwhile, indirect bid, which serves as a proxy of demand from foreign investors, was at 24%, almost meeting the 

average of 26.9% over the past four auctions. 

Wednesday’s US$35 billion 5-year notes met somewhat positive demand. The notes were sold at a yield of 1.436%, compared to 

the consensus forecast of 1.422%, and drew a bid-to-cover ratio of 2.67x, the highest since May.  

On Thursday, the Treasury Department’s US$29 billion 7-year bond auction met weaker-than-average demand. The notes were 

sold at a high yield of 2.058%. Bid-to-cover ratio was at 2.46x, compared to the recent average of 2.63x.  

According to the US Treasury, the week’s sales, taken together with last week’s auction of US$13 billion 10-year Treasury Inflation 

Protected Securities, would raise US$47.7 billion worth of new cash as maturing securities held by the public amounts to US$62.3 

billion. 

 

Currencies  
 

It was a mostly quiet trading week for global currencies markets as 

investors reacted to mixed economic data releases from across the globe. 

Earlier during the week, the euro weakened against most of its trading 

counterparts as the Fed’s no-taper-induced rally finally ran out of steam, 

and as market players digested a disappointing German Business Climate 

figure. However, this was offset by stronger-than-expected German Gfk 

consumer sentiment data on Wednesday. On Thursday, an upbeat US 

jobless claims report boosted the greenback against its peers. Week-on-

week, the shared currency pared 0.13% against the US dollar and 0.89% 

against the Japanese yen. 

 

 

The week ahead (Sept 30 – Oct 04) 

 

Movements in global markets this week were largely due to fears on the impending US debt ceiling, and whether or not 

policymakers would be able to reach an agreement before the deadline. For the week ahead, we expect markets to continue to 

trade lower as investors adopt a cautious stance, awaiting further developments on the issue. Aside from the debt ceiling issue, 

market players will vigilantly monitor more data releases from the world’s largest economy, especially since these could prov ide 

clues as to when the Fed would commence its tapering. Some analysts have already placed bets that tapering could begin by 

around December, or early 2014. Economic data releases to watch out for next week include US ISM manufacturing PMI data, the 

ADP National Employment Report and non-farm payrolls data. Over in Europe, market players will be watching the ECB policy 

meeting on October 2 for further direction as to where the region’s economy is headed. 

 

 

 

 

 

 

 

 

Currencies 

20-Sep 27-Sep % Change

USD/PHP 43.055 43.340 -0.66%

EUR/USD 1.3524 1.3507 -0.13%

GBP/USD 1.6006 1.6076 0.44%

USD/JPY 99.36 98.60 0.77%

AUD/USD 0.9394 0.9320 -0.79%

USD/CHF 0.9103 0.9079 0.26%

EUR/CHF 1.23145 1.22638 0.41%

EUR/JPY 134.37 133.18 0.89%
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Philippine Financial Markets 

Local financial markets ended the week lower mostly on escalating worries over a possible shutdown of the US 
government resulting from the debt ceiling issue. For the week, the local equities market plunged back to the 6,300 level, 
prices of government securities dropped and the Philippine peso depreciated against the US dollar. 
 
 
Local Equities 
 

The local equities market started the week on a positive note, buoyed by favorable 

manufacturing data from China.  For the rest of the week though, the index ended 

in the negative territory as investors worried over a possible U.S. government 

shutdown caused by the debt ceiling issue.  Most markets in the region ended 

higher at the latter part of the week following the unexpectedly lower US initial 

jobless claims. However, the local index bucked the trend, erasing early gains to 

close in the negative territory as profit-taking arose.  Week-over-week, the index 

lost 44.64 points, or -0.69%, to close at 6,379.81. For the week, foreigners were 

net sellers at Php0.79 billion. 

Conglomerates 

 JG Summit Holdings Inc. is looking at purchasing minority stake in power utility Manila Electric Co. (Meralco), which is 
currently held by San Miguel Corp. (SMC). JG Summit said that it is currently in talks with SMC with respect to its 
interest in Meralco. This is in congruence with JG Summit’s plan to expand its business portfolio into power 
distribution as well as to increase its energy generation projects. 
 

 
Properties 

 Vista Land & Lifescapes (Vista Land) looks to sustain its double-digit growth pace, around 15% next year, according 
to Vista Land Chairman Manuel B. Villar Jr. He added that new project developments will be backed by the company’s 
plan to raise roughly as much as US$150 million through bonds. Moreover, he stated that house and lot projects are 
expected to continue posting robust sales given high demand from end-users and that the horizontal housing would 
be a sure market with a big backlog regardless of the interest rate situation. 

 
Power 

 Manila Electric Co. (Meralco) is looking to issue up to Php20 billion in long-term bonds to refinance the company's 
existing debt. According to Meralco Senior Vice President and Chief Finance Officer Betty Siy-Yap, the offering could 
be conducted sometime in the fourth quarter. She noted that there are approval processes to be done first before they 
can proceed with the offering. 
 

 Aboitiz Power Corp., through its subsidiary Therma Mobile Inc., has recently inked a power supply agreement (PSA) 
with Manila Electric Co. (Meralco). This agreement will allow for the supply of up to 234 megawatts (MW) of the 
Therma Mobile’s capacity to the power distributor. Moreover, the power delivery will commence upon approval by the 
Energy Regulatory Commission (ERC) and continue until June 2017. 
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Philippine Bond Market  

Prices of local government securities slightly fell during the week on light 
trading as market players chose to remain on the sidelines ahead of the 4Q 
auction schedule and amid the lack of market-moving news. Moreover, 
persisting uncertainty regarding the US Fed’s next move and US debt 
ceiling weighed on sentiment. Week-on-week, yields climbed by an 
average of 2.85 basis points with the belly and long-end of the curve rising 
by 7.07 and 8.01 basis points, respectively. Meanwhile, the short-end of 
the curve dropped by 6.28 basis points. 
 
 
 
Philippine Peso 
 
The Philippine peso weakened as market players booked profits from 
previous week’s gains. Recurring concern regarding the US Fed’s tapering 
plans as well as the looming US debt ceiling likewise further dampened 
investor sentiment. The local currency surrendered 28.5 centavos to the 
end the week 43.340. 
 
Data released by the National Statistics Office (NSO) showed that the country’s imports grew 8.7% year-on-year in July to 

US$5.486 billion from the US$4.047 billion in July 2012. On a monthly basis, imports grew by 12.9%. The uptick was brought about 

by higher imports of electronic products, which accounted for 29.7% of the import bill and grew 33.1% year-on-year. The top source 

of imports was China, accounting for 13.4% of the total import bill, followed by the United States, then the Republic of Korea. Taken 

together with the exports figure for July, the country's balance of trade registered a deficit of US$649 million from the US$320 

million deficit during the same period last year. 

 

Data released by the Bangko Sentral ng Pilipinas (BSP) showed that external debt totaled US$58 billion in the first half, slightly 

down from US$61.2 billion registered in the same period last year. The central bank attributed the decline to net loan repayments, 

largely by the public sector, and the negative foreign exchange revaluation adjustments as the US dollar strengthened against the 

Japanese yen. The debt profile of the country is mostly medium- to long-term in tenor, which make up roughly 83.5% of the 

country’s outstanding external liabilities. 

 

For the month of July, government borrowings fell by 27.46% to Php50.305 billion from the Php69.35 billion posted in the same 

period a year ago. This brings the seven-month cumulative figure to Php297.38 billion, or 39.4% lower year-on-year. Domestic 

borrowings accounted for majority of the total obligations, amounting to Php272.03 billion, or down by 25% from the Php363.05 

billion borrowed a year earlier. Likewise, foreign borrowings dropped to Php25.35 billion from Php93.76 billion. The government has 

been borrowing substantially less in the past few months given the ample supply of liquidity, especially in the domestic market. 

 

According to the Bureau of the Treasury (BTr), the government has spent Php384.2 billion in the first seven months of the year, or 

2.4% lower year-on-year. For the period, principal payments amounted to Php173.55, including Php98.53 billion in domestic debt 

and Php75.02 billion in foreign loans. Total principal payments were down by 28.9% year-on-year. Meanwhile, interest payments 

totaled Php210.65 billion, which covers Php139.33 billion in local borrowings and Php71.32 billion in foreign obligations. 

 

According to the Bangko Sentral ng Pilipinas (BSP), non-performing loans (NPL) accounted for 2.68% of the bank’s total loan 

portfolio in the first half, an improvement from 3.01% registered in the same period a year ago. Bad loans held by universal and 

commercial banks amounted to Php100.91 billion in the first six months of the year, or 1.17% down from the Php102.10 billion 

posted last year. The total lending business of universal and commercial banks, however, continued to rise in the first half, growing 

by 11% to Php3.761 trillion from Php3.388 trillion. The BSP said that the latest figures indicate banks’ continued efforts to  adhere to 

sound credit risk management systems and to maintain high loan quality. 

 

 

 

 

Tenor 20-Sep 27-Sep  Change

1m 0.80 0.70 -11

3m 0.80 0.72 -8

6m 1.12 1.05 -7

1y 1.55 1.55 0

2y 2.85 2.82 -2

3y 2.94 3.07 13

4y 3.39 3.44 5

5y 3.35 3.38 3

7y 3.66 3.83 17

10y 3.72 3.78 6

20y 4.31 4.30 -1

25y 5.33 5.53 19

Average 3

Peso Yield Curve                                       

(PDST-F Reference Rates)
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September 30, 2013 

The week ahead (Sept 30 – Oct 04) 

 
We expect the local equities market to trade upwards next week once uncertainty with regard to the U.S. debt ceiling issue 
subsides.  The US congress will likely avoid a shutdown and will increase the debt limit as they have always done. Quarter-end 
window-dressing on Monday may also serve as support for the index.  The index shall retest the 6,500 resistance level following 
last week’s failure to break out from it.  Trading range next week will be from 6,300 to 6,600.   
 
For the local fixed income market, we might observe a short rally at the start of the week on the back of quarter-end window 
dressing. Consequently, yields are seen to trade sideways with a slight upward bias as market players remain defensive and wait 
for fresh leads. Meanwhile, on the local currencies market, the movement will depend on any developments regarding the looming 
US debt ceiling and on more US economic data, which could drive the US Fed’s decision with regards to its tapering plans 

 


