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Global Financial Markets 
 
Global equities markets retreated over concerns on global economic growth and dampened hopes for further stimulus in 
China. Meanwhile, US treasury yields slumped due to heightened demand for safe-haven assets. The dollar sustained its 
appreciation against other major currency peers due to speculations of a better-than-expected second quarter US GDP 
print. 
 
Global Equities 
 

Global equities closed lower over concerns on 
weakening global economic growth and dampened 
investors’ hopes for further stimulus measures in China. 

US equities started the week on a strong note on the 
back of Scotland’s decision to stay united with the rest 
of the United Kingdom and good market reception of 
Alibaba Group Holdings’ initial public offering. However, 
US shares ended the week lower due to quarter-end 
profit-taking and lack of positive market-moving 
catalysts. During the week, we saw mixed data 
releases. Better-than-expected issues include: (1) new-
home sales, which peaked at the highest level since 
2008; (2) manufacturing activity which recorded its 52-
month high and (3) initial claims for unemployment 
benefits. On the other hand, the services sector growth 
and the Leading Economic Index (LEI) came out 
weaker than market forecasts.   

Over in the Euro zone, share prices likewise tanked, 
mainly brought about by growing concerns on the 
region’s economic growth. At the middle of the week, 
Markit’s composite output index slumped to a nine-
month low. The index measures the combined output of 
both the manufacturing and service sectors. European 
Central Bank President Mario Draghi reinforced ECB’s intent to keep accommodative monetary policy to help spur growth in the 
region. 

Meanwhile, Asian shares generally dipped due to dampened investor sentiment, shrugging off better-than-expected manufacturing 
data release in China. At the start of the week, China’s finance minister declared that the government does not intend to change its 
fiscal policy direction due to the recent string of poor data releases. The statement dulled investor hopes of more stimulus measures 
injected in the country.  

Week-on-week, the MSCI World index tumbled by 2.28% led by the Asia Pacific region, which dropped by 1.96%, and the 
European region, which gave back -1.86%. The Dow Jones Industrial Average index and S&P500 index also closed lower at             
-0.32% and -0.65%, respectively.  

Data releases from the US were mixed during the week, while economies in the Asia Pacific region showed signs of recovery.   

 New applications for unemployment benefits in the US rose last week. Initial claims for unemployment benefits printed 
12,000 to a seasonally-adjusted 293,000, but still lower than market forecast at 296,000 in the week-ended 
September 20. On a positive note, the four-week moving average for claims declined by 1,250 to 298,500.  

 Sales of new homes peaked in August, posting its highest level since 2008. New-home sales grew 18% month-on-
month, beating market estimates of 4.4% to a seasonally-adjusted annual rate of 504,000 (versus market forecast of 
430,000). July new-home sales were only 427,000, marking the biggest monthly gain since 1992. Year-on-year, new-
home sales inched up by 33%.  

 US manufacturing activity recorded its 52-month high in September. Markit’s flash purchasing managers’ index 
returned at 57.9, slightly below market estimates of 58.0 and unchanged from August. According to Markit Chief 
Economist Chris Williamson, the impressive growth in the manufacturing sector will help drive a robust overall 
economic growth in the third quarter. The report also showed one of the sharpest increases in new work since the 
inception of the survey in May 2007. Payroll numbers registered its sharpest increase since March 2012. 

 

18-Sep-14 25-Sep-14 % Change

MSCI World 1,742.74 1,703.09 -2.28%

MSCI Europe 118.88 116.67 -1.86%

MSCI Asia-Pacific ex-Japan 492.60 482.95 -1.96%

Dow Jones Industrial Average 17,265.99 17,210.06 -0.32%

S&P 500 2,011.36 1,998.30 -0.65%

Global Equity Performance

0

500

1,000

1,500

2,000

2,500

2009 2010 2011 2012 2013 2014

MSCI World MSCI Europe MSCI Asia-Pacif ic ex-Japan S&P 500



S 

September 26, 2014 

 US existing home sales declined by 1.8% month-on-month in August, missing market estimate of 1.0% growth. This 
marked the end of the housing market’s four-month streak of gains. The print translated to an annual rate of 5.05 
million, way below market estimate of 5.20 million. The decline was due to fewer investor purchases. National 
Association of Realtors Chief Economist Lawrence Yun emphasized the need for lenders to rationally loosen their 
credit requirements in order to support mortgage-dependent traditional buyers. 

 US economic activity rose below expectations in August. The Conference Board’s monthly Leading Economic Index 
(LEI) inched up by 0.2%, lower than consensus market estimate of 0.4% and July’s upwardly revised 1.1%. The slump 
in growth was attributed to lackluster contributions from housing permits and new orders for nondefense capital 
orders. Meanwhile, the Coincident Economic Index (CEI), a measure of current economic activity, continued an 
uptrend due to improvements in personal income, employment and retail sales. However, industrial production posted 
a slight decline for the first time in the last seven months.  

 China’s manufacturing activity surprised to the upside, relieving concerns of a slowdown in the country. The HSBC 
flash manufacturing Purchasing Managers' Index (PMI) rose to 50.5 from a final reading of 50.2 in August, better than 
expectations for a reading of 50. A figure above 50 indicates expansion.  

  

Global Bonds  
 

Prices of US treasuries rebounded as concerns on economic growth and 
political turmoil enhanced investor appetite for safe-haven assets. Money 
managers also took advantage of the recent sell-off due to expectations of 
an earlier-than-expected Fed funds rate lift off. Week-on-week, the 10-year 
US benchmark yield slumped by 11.22 basis points to close at 2.502%, 
while the five-year benchmark tenor gave up 7.90 basis points to finish at 
1.752%.   

On Thursday, buying interest for a US$29 billion auction of seven-year notes 
turned out weak. Direct bidding posted a multi-year low at just 10%. 
Meanwhile, buying from foreign investors remained robust at 48.3%, higher 
than the average of 44.3% from the last four sales. 

On Wednesday, the Treasury Department auctioned US$35 billion five-year notes which only drew a bid-to-cover ratio of just 2.56, 
the lowest level since December 2013 and lower than the 10-year average of 2.75. 
 
 
Currencies  
 

Week-on-week, the US dollar strengthened against the Philippine peso due 
to speculations that the second-quarter US GDP print to be released Friday 
will beat market expectations. The peso also weakened due to the 
unexpected trade balance figure for July. The USD-PHP pair changed by       
-0.67% to 44.72. 

The euro weakened against the US dollar, mainly due to growing concerns 
on the region’s economic growth prospects. The shared currency fell below 
the 1.2800 mark, giving away 0.83 cents to EUR/USD 1.2746. 
 
 
 
 
The week ahead (September 29 – October 03) 
 
Market movements this week were largely driven by various economic data releases from the US, as well as policy direction 
expectations in China and Europe. For the coming week, we expect global equities markets to trade sideways ahead of key 
economic data releases towards the end of the week. Recall that non-farm payroll print in August largely disappointed. It remains to 
be seen whether the August disappointment indicates a slowdown or reflects a one-time event. Other economic data releases to 
watch out for next week include US GDP for the second quarter, consumer confidence sentiment index, ISM manufacturing PMI 
and unemployment rate. Euro shares will be supported by ECB President Mario Draghi’s accommodative stance. The euro will 
continue to remain under pressure especially following weak manufacturing and services data from the region.  

US Treasury Yield Curve

Tenor 18-Sep 25-Sep  +/- bps

3m 0.005 0.005 0.00

6m 0.036 0.030 -0.51

2y 0.561 0.551 -0.95

5y 1.831 1.752 -7.90

10y 2.614 2.502 -11.22

30y 3.348 3.212 -13.61

Currencies 

19-Sep 26-Sep % Change

USD/PHP 44.420 44.720 -0.67%

EUR/USD 1.2829 1.2746 -0.65%

GBP/USD 1.6288 1.6316 0.17%

USD/JPY 109.04 109.03 0.01%

AUD/USD 0.8925 0.8768 -1.76%

USD/CHF 0.9408 0.9472 -0.68%

EUR/CHF 1.20715 1.20727 -0.01%

EUR/JPY 139.89 138.98 0.65%
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Philippine Financial Markets 

The local equities market ended the week lower, succumbing to profit taking after the index reached another record-high 
for the year. On the other hand, local fixed income securities traded sideways for most of the week as market players 
adopted a cautious stance before the Bureau of the Treasury’s release of the schedule of borrowings for 4Q 2014.  
 
 
Local Equities  
 
The local equities market reached a record-high for the year last Wednesday, 
hitting 7,355.29 before profit-taking forced the index to retreat to lower levels 
by the end of the week. Property issues were the star of the week after the 
Government Service Insurance System (GSIS) auctioned off two of its 
Bonifacio Global City lots with bids valuing the properties at Php450K and 
Php500K per square meter. The success of the auction drove property names 
like MEG and ALI higher. On the other hand, TEL and GLO was dragged down 
on Friday as PLDT launched a new promotion granting its prepaid mobile 
subscribers to access to most websites, like Facebook and Twitter, for free as 
long as they maintain a Php1 balance. The PSEi dropped 0.36% week-on-
week, losing a total of 25.99 points, closing at 7,287.29. For the week, foreign 
investors were net sellers at Php0.28 billion. 
 

Industrial 

 SSI Group Inc. may have its planned initial public offering (IPO) pushed back depending on when it can secure 
regulatory approvals. Under the original timetable, the company will finalize the offer price on October 20 before it 
launches the sale from October 23 to 29, with the listing scheduled on November 5. There were no planned changes to 
the offer size however, with the target size still Php12.42 billion from the maiden share sale. 

Property 
 

 Government Service Insurance System (GSIS) got a Php500,000 per square meter offer for one of its prime lots in 
Bonifacio Global City. This is much higher than previous sales of Php420,000 to Php430,000 per square meter. The said 
offer from Focus Palantir (Php800 million) bested offers from Goldenwill Inc. (Php746.6 million), Frabelle Properties 
Corp. (Php700 million), and Inoza Properties Inc. (Php676.2 million) for the 1,600-sqm “7-4” property lying at the corner 
of 25th Street and 7th Avenue. 
 

Holdings 
 

 After winning the bid for the Php65 billion Light Rail Transit Line 1 Cavite Extension project, conglomerates Metro-Pacific 
Investment Corp. (MPI) and Ayala Corp. (AC) expect the concession agreement to be signed next month. Upon signing 
the agreement, the conglomerates are required to make a 10% downpayment of its Php9.35 billion premium bid while 
the balance is set to be completed during the concession period of 32 years. Moreover, MPIC Light Rail Corp. will be 
have 55% of the group, while Ayala’s AC Infrastructure Holdings Corp. and Macquaire Infrastructure Holdings 
(Philippines) Pte Ltd. will have 35% and 10%, respectively. 
 

 CityMall Commercial Centers Inc (CCCI), the joint venture between DoubleDragon (DD) and SM Investments Corp 
(SMIC), acquired a 1.1-hectare lot along a new road that will be built connecting Mabini and Toting Reyes streets in 
Kalibo town to expand its footprint in Aklan. Kalibo  Kalibo is the international gateway of Western Visayas, as it serves 
as the jump off point to Boracay. 

 

Services 

 Philippine Long Distance Telephone Co. (PLDT) launched a new promotion that will enable its prepaid subscribers to 
surf the net for free as long as they have at least Php1.00 maintaining balance. The promo started as of September 26, 
2014 and will end by November 30, 2014. The free internet promo will grant access to most sites such as Facebook and 
Twitter.  
 

 Traveller’s International Hotel Group, Inc. announced that it intends to subscribe to shares equal to 95% of the expanded 
capital of Resorts World Bayshore. Resorts World Bayshore holds the rights to develop and operate a new casino at the 
Entertainment City.  
 

19-Sep 26-Sep % Change

PSEi 7,287.29 7,261.30 -0.36%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
 
 
Local fixed income securities traded sideways for most of the week as 
market players adopted a cautious stance before the Bureau of the 
Treasury’s release of the schedule of borrowing for the last quarter of the 
year.  
 
There was little movement for the whole week due to the lack of market-
moving catalysts. Investors focused their attention on the schedule of 
borrowings that the Bureau of the Treasury is expected to release before the 
quarter ends. The BTr released the schedule after the market closed for the 
week.  
 
Rates generally traded at a tight range throughout the week. The yield curve 
increased by an average of 6.29 basis points with the short-end and belly 
going up by 14.27 and 5.07 basis points, respectively, while the long-end  
went down by 2.35 basis points.   
 
 
 
 
 
Philippine Peso 
 
 

The Philippine peso continued its lackluster performance from last week, depreciating further by 0.67% week-on-week to close at 
USD/PHP44.72 on Friday. The peso depreciated at the first part of the week against the greenback as the US dollar gained 
strength on the back of market players speculating that the Federal Reserve is moving closer to increasing benchmark interest 
rates. After a brief reversal at the middle of the week, the unexpected negative surprise brought about by the trade balance figures 
for July caused the currency to drop by 31 centavos before slightly recovering before the week ended.  
 
Bangko Sentral ng Pilipinas (BSP) data shows that the country had a balance of payments (BOP) surplus of US$114 million for the 
month of August, which is lower than the US$501 million surplus in July but higher than the US$318 million deficit from the same 
period last year. This coincides with net inflows of "hot money" for the same month. 
 
Meanwhile, the Department of Finance (DOF) said in a report that the Philippine government experienced a budget surplus of 
Php29.9 billion in August, up 36% YoY. This surplus narrows the government's eight-month deficit (a result of Php1.27 trillion in 
revenues vs. Php1.30 trillion in expenditures for the first eight months of 2014) by 69% to Php25.9 billion YoY. The government's 
full-year deficit ceiling is Php266 billion, or 2% of GDP. 
 
As mentioned earlier, the trade balance figure for the month of July provided investors with an unpleasant surprise. For the month of 
July, a US$33 million deficit was recorded while market estimated a US$181 million surplus.  
 
 

 

 

The week ahead (September 29 – October 03)  
  
We expect the local equities market to trade within the range of 7,200 to 7,400 next week as investors start quarter-end portfolio 
rebalancing to commence.  
 

For the local fixed income market, we expect market players to adopt a cautious stance prior to the Bureau of the Treasury’s 
release of the borrowing schedule for the last quarter of 2014. The schedule is expected to be released at the early part of next 
week. We expect trading to occur within a 5 to 10 basis point range next week.  

We expect the Peso to trade sideways relative to the US Dollar with bias towards depreciation due to expected strengthening of the 
US Dollar as US treasury yields adjust to the anticipated normalization of policy rates and amid sustained recovery in the US. 

 

T enor 19-Sep 26-Sep  Change

1m 1.64 1.79 15

3m 1.53 1.73 19

6m 1.85 1.94 9

1y 2.04 2.17 13

2y 2.79 2.98 19

3y 3.46 3.46 0

4y 3.51 3.57 6

5y 4.23 4.23 0

7y 4.10 4.11 1

10y 4.38 4.35 -3

20y 5.34 5.31 -4

25y 5.37 5.36 -1

Average 6

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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