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Global Financial Markets 
 
Global equities markets fell for the week, weighed down by weak manufacturing data from the US and Europe, political 
unrest in Hong Kong, and disappointment following the ECB’s failure to give more clarity on their stimulus measures. US 
Treasury prices , meanwhile, gained ground from this over-all risk-off sentiment. The euro continued to depreciate against 
its currency peers as investors continued to speculate that a weak regional economy meant more easing from the central 
bank moving forward. 

  
Global Equities 
 

Global equities markets closed the 
week broadly lower, weighed down by 
weak global manufacturing data, 
continued concerns in the situation in 
the Middle East, and political tensions 
in Hong Kong.  

In the US, a disappointing PMI reading 
dragged on share prices,. An Ebola 
scare earlier during the week (the first 
reported case in the US) further 
weighed on market sentiment. 
Towards the end of the week, losses 
were slightly tempered by an upbeat 
jobless claims report. 

Over in Europe, share prices were 
likewise pulled down by weak data, 
only to plunge even further as the 
European Central Bank’s policy 
meeting ended with no new stimulus 
measures, despite the overall dismal 
assessment that ECB President Mario 
Draghi gave on the economy.  

Asian shares followed the trend amid 
mass pro-democracy protestors in 
Hong Kong.  

Week-on-week, the MSCI World index 
declined by 2.06%, led by the 
European region which dropped 
2.79% and the Asia-Pacific ex-Japan 
region, which fell 2.60%. The Dow 
Jones Industrial Average index and the S&P500 index lost 0.83% and 1.01%, respectively, as well.  

Economic data releases for the week were mixed, which mostly dragged on investor sentimet.  

 The number of Americans filing for jobless claims dropped by 8,000 last week to a seasonally adjusted 287,000, 
compared to the market estimate of 297,000. The less-volatile four-week moving average of claims likewise declined 
by 4,250 to 294,750m which is slightly above the 8.5-year low posted in August. Continuing claims also dropped by 
45,000 to 2,398,000 for the week ended September 20. 

 For the month of September, the Institute for Supply Management’s (ISM) manufacturing purchasing managers’ index 
dropped to 56.6, lower than the market estimate of 58.5, from the 59.0 posted last August. However, 15 out of 18 
reporting industries still registered growth. According to the overseer of the survey, the comments still showed an 
upbeat mood. The drop was further downplayed as 56.6 was still a historically high figure, and capped off a strong 
quarter. According to the report, one thing manufacturers do worry about is “continuing concerns over geopolitical 
unrest.” 

 Data analytics firm Markit’s final reading of US Manufacturing PMI for the month of September fell slightly from the 
“flash” estimate, dipping to 57.5, compared to the market estimate of 58.0, and the initial reading of 57.9. This 
compared to the 57.9 in August. However, Markit chief economist Chris Williamson stated that the September reading 
still capped off the strongest quarter recorded by the survey since the global financial crisis. He further added that the 
labor market upswing clearly bodes well of overall non-farm payroll growth to rise above the 200,000 in September. 

 Data compiled by payroll processor Automatic Data Processing, Inc. (ADP) and Moody’s Analytics showed that private 
sector payrolls rose by 213,000 in September, higher than the market estimate of 205,000. This marked the sixth 

25-Sep-14 02-Oct-14 % Change

MSCI World 1,703.09 1,667.98 -2.06%

MSCI Europe 116.67 113.42 -2.79%

MSCI Asia-Pacific ex-Japan 482.95 470.38 -2.60%

Dow Jones Industrial Average 16,945.80 16,804.71 -0.83%

S&P 500 1,965.99 1,946.16 -1.01%
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straight month of payrolls coming in above the 200,000 mark. ADP stated that factories hired at a faster pace, with 
manufacturing adding 35,000 jobs in September, the highest total in that sector since May 2010. Small- and mid-sized 
businesses added 88,000 and 48,000 new workers, respectively, which large firms hired 77,000. 

 Last July, the S&P/Case-Shiller Home Price index climbed 5.6% year-on-year, slower than June’s 6.3% pace. Prices 
had posted double-digit growth, earlier this year in February. The home price index encompassing 10 major US cities 
climbed 6.7% year-on-year and the 20-city price index rose 6.75%, slightly lower than the market estimate of +7.4%. 
According to the Chairman of the Index Committee at S&P Dow Jones Indices, though the year-on-year figures are 
trending downward, home prices are still climbing on a monthly basis.  

 The Conference Board’s index of consumer confidence dropped to 86.0 last September, lower than the market 
estimate of 92.5, following August’s upwardly revised 93.4. This was the highest reading since October 2007. The 
main reason for the decline was a less positive assessment of the current job market, brought about by the recent 
softening in economic growth.  
 
 

Global Bonds  
 

US Treasury prices rallied during the week as investors sought safe-havens 

amid a number of disappointing economic data across the globe. Political 

unrest in Hong Kong, continued tensions in the Middle East, an Ebola scare 

in the US (following the first locally diagnosed case), and speculations of 

more monetary easing from the European Central Bank likewise served to 

boost Treasury prices.  

 

Week-on-week, the 2-  and 10-year benchmark yields fell 2.74 and 7.72 

basis points to 0.524% and 2.425%, respectively. 

 

 

 

 

 

Currencies  

The euro continued to weaken against the US dollar, touching a year-to-
date following weak manufacturing data and a low inflation print from the 
region. These caused speculation that the European Central Bank would 
finally put its money where its mouth is, and choose to unleash another 
wave of stimulus measures during its policy meeting on Thursday. 
However, the euro managed to recover slightly after the European Central 
Bank did not enact any new stimulus measures, despite ECB President 
Mario Draghi’s very gloomy assessment of the region’s economy. 

Week-on-week, the shared currency lost 0.11% against the US dollar and 
0.89% against the Japanese yen.  

 

 

  

US Treasury Yield Curve

Tenor 25-Sep 2-Oct  +/- bps

3m 0.005 0.010 0.50

6m 0.030 0.036 0.51

2y 0.551 0.524 -2.74

5y 1.752 1.685 -6.71

10y 2.502 2.425 -7.72

30y 3.212 3.143 -6.88

Currencies 

26-Sep 3-Oct % Change

USD/PHP 44.720 44.810 -0.20%

EUR/USD 1.2684 1.2670 -0.11%

GBP/USD 1.6250 1.6149 -0.62%

USD/JPY 109.29 108.45 0.77%

AUD/USD 0.8765 0.8797 0.37%

USD/CHF 0.9514 0.9539 -0.26%

EUR/CHF 1.20686 1.20864 -0.15%

EUR/JPY 138.63 137.41 0.89%
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The week ahead (October 7 – October 10) 

 

Market movements this week were largely driven by various economic data releases from the US, as well as political unrest in other 

parts of the world. The European Central bank’s policy meeting was widely watched as well. For the coming week, we expect global 

equities trade with a downward bias as the aforementioned concerns continue, though share prices may be supported should the 

US non-farm payrolls beat expectations. Meanwhile, US Treasury prices would be supported by the over-all risk-off sentiment, but 

again, gains may be reversed depending on the outcome of the non-farm payrolls report. The euro will continue to be under 

pressure, especially as ECB President Draghi’s negative assessment of the regional economy only portends of more easing 

measures to come.  

Economic data releases to watch out for next week include jobless claims, wholesale inventories, and the widely watched non-farm 

payrolls report, which is due on Friday (Friday night, local time). China’s HSBC PMI data is expected to come out as wel l.  
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Philippine Financial Markets 

The local equities market ended the week lower due to profit-taking and several negative developments overseas.  The 
local fixed income market, meanwhile, rallied on account of broad expectations of lower September inflation, along with 
lower supply side risk given the Bureau of Treasury’s 4

th
 Quarter offerings. Continuously improving sentiment on the US 

market, despite continuing mixed economic data, caused the US Dollar to initially rally. Prompt profit-taking, however, 
caused the USD/PHP pair to fluctuate, trading sideways, week on week, to end weaker by only -0.20%.  
 
Local Equities  
    

After weeks of record-high levels, the local equities market declined as investors 
took the opportunity to cash in on profits. Several negative developments 
overseas also weighed on investor sentiment and served as a cue to realize 
gains. These unfavorable developments include the political unrest in Hong Kong, 
the US Ebola scare and slower growth of manufacturing sector in the US. Week-
on-week, the index lost 14.27 points, or -0.20%, to close at 7,247.03. For the 
week, foreign investors were net buyers Php920.10 million. 

 
 

 
Holding Firms 

 Light Rail Manila Consortium (LRMC), the consortium led by Ayala Corp. (PSE ticker: AC) and Metro Pacific 
Investments Corp. (PSE ticker: MPI), signed the 32-year contract for the Php64.9 billion LRT1 Cavite Extension Project. 
Other members of the consortium are Macquarie Infrastructure, Bouygues Travaux, Alstom and RATP Dev. Under the 
Concession Agreement, LRMC will operate and maintain the existing LRT1 and construct an 11.7-kilometer extension 
from Baclaran to Niog area in Bacoor, Cavite. LRMC will invest Php35 billion in the project and at least 70% of the total 
project costs are planned to be borrowed by the government. The extended rail line is envisioned to help ease the 
worsening traffic conditions in Parañaque-Las Piñas-Cavite corridor. 

 Metro Pacific Investments Corp (MPI) is seeking to expand its partnership with Indra, the top consulting and technology 
multinational in Spain and Latin America which solutions and services for the transport and traffic, energy and industry, 
public administration and healthcare, financial services, security and defense and telecom and media sectors. MPI plans 
to expand the current joint venture of Indra with Meralco (MER) to cover Asia. Indra is part of the AF Consortium, which 
won the bid for the Php1.72-billion Automatic Fare Collection System (AFCS) for Metro Manila's mass rail systems.  

  
Financials 

 The Philippine Stock Exchange (PSE) approved the estimated Php4.5 billion stock rights offering of Rizal Commercial 
Banking Corporation (RCBC) consisting of 124,341 million common shares. Shareholders can subscribe to 1 right share 
for every 11 shares owned as of October 16. The offer price will be determined from the 10-day weighted average price 
of RCBC shares subject to up to 20% maximum discount. Offer period will be from October 24 to October 30, while 
listing date is on November 10. 

Services 

 Travellers International Hotel Group Inc. (PSE Ticker: RWM), operator of Resorts World Manila, began the construction 
of its second casino project as part of its efforts to become the country's biggest leisure and entertainment city. Capital 
expenditure for the Bayshore City Resorts World is earmarked to be at least $1.1 billion. It will be developed in three 
phases and is set to open in the fourth quarter of 2018. The casino will add at least 1,500 hotel rooms operated by 
international brands, which can accommodate about 1.5 million tourists a year. RWM, with the expansion of Resorts 
World and addition of Bayshore, will be able to offer a total of 5,100 hotel rooms. 

 Gokongwei-led Cebu Air Inc. (PSE ticker: CEB) contracted with PTT for jet fuel supply. The agreement covers a monthly 
average of 120,000 liters of 200,000 liters of fuel for the domestic flight requirements of Cebu Pacific and Tigerair 
Philippines, respectively, particularly for use in their Clark Airport operations. The contract also covers direct importation 
of CEB for storage in Subic, consumption for both its Visayas and Mindanao operations and international flights at the 
Ninoy Aquino International Airport. At present, PTT Philippines supplies about 70% of CEB's jet fuel requirements. 

 Local telecommunications giant PLDT is looking to finish a Php544 million expansion project to increase its domestic 
fiber optic network (DFON) by double-digit levels in 1Q2015. PLDT’s chief executive officer Napoleon Nazareno stated 
that the expansion project would grow its DFON capacity by 13% from 520 gigabits per second to 4.6 terabits per 
second. This marks the company’s 18th expansion project since the transmission network was launched in 1997. 

26-Sep 3-Oct % Change

PSEi 7,261.30 7,247.03 -0.20%

Philippine  Stock Exchange  Index
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 Premium Leisure Corp. (PLC) raised Php6.2 billion through the sales of 3.75 billion shares (including the 489.56 million 
overallotment shares) at Php1.65 (10% discount to the September 18 closing price of Php1.84). PLC is part of the 
consortium that is the license holder for the US$1.3 billion City of Dreams Manila integrated casino to be operated by 
Melco Crown Entertainment Ltd. 

 Philippine Long Distance Co. (TEL) set its 2015 target capital expenditures at Php30-35 billion, equivalent to 18-20% of 
service revenues, and may exceed the Php31-32 billion capital spending this year. The said capital spending will be 
used to expand services, especially in broadband and mobile internet. 

 
Properties 

 Andrew Tan-led Megaworld Corporation (MEG) launched its fifth residential building in its township project in Western 
Visayas, the Iloilo Business Park, on the back of brisk demand. The new development will be a 22-strorey condominium 
building, standing 80 meters high and will be the tallest building in the region. The Palladium will offer 482 units ranging 
from studio, to executive studio, one-bedroom and two-bedrooms. MEG allotted Php35 billion for the development of the 
Iloilo Business Park in the next 10 years, making it the Company's largest development outside Metro Manila. 

 
 
Philippine Bond Market  
 
Local fixed income securities had an uneventful week as prices of 
government securities mostly rose on expectations of modest September 
inflation and consequently lower likelihood of further BSP tightening. The 
Bureau of the Treasury also released its auction schedule for the last quarter 
of 2014, containing mostly short-tenor issues, effectively eliminating supply 
risk on the belly and long ends of the curve, which booked yield losses. 
  
Yields fell 2.8 basis points, on average, across the length of the curve with 
the short, belly and long-ends declining -0.78, -0.42 and -9.29 basis points, 
respectively,   
 
Philippine Peso 
 
 

The Philippine peso traded sideways this week, losing PHP 0.09 or -0.20%  
as of end-Thursday. The USD/PHP pair fluctuated all week as the Peso 
yielded to the greenback’s strength, drawn on mixed economic data 
beginning to skew to the upside. Investors, however, quickly took profit on 
each daily Dollar rally, citing the unsustainable speed of the greenback’s 
rise.  
 
The Asian Development Bank (ADB) lowers economic growth forecast for the Philippines due to lower government spending, higher 
inflation, and tighter monetary policy. ADB’s Asian Development Outlook Update cut growth forecast to 6.2% this year and 6.4% 
next year from earlier 6.4% and 6.7% respectively. Among other neighboring countries, Philippines remained as fastest-growing 
economy in the Southeast Asia despite forecast reduction. 
 
The Philippines intends to raise Php135 billion (USD3 billion) from Treasury bills and bonds during the fourth quarter of the year, 
which is 51% more than the actual debt sales in the third quarter. The Bureau of the Treasury aims to sell Php60 billion of 91-day, 
182-day and 364-day treasury bills and Php75 billion of 3-year, 5-year and 7-year Treasury bonds, to finance its budget deficit 
 
The Philippine office of the International Finance Corp. (IFC), the private-sector lending arm of the World Bank, encouraged the 
government to expedite necessary projects to boost power supply in preparation for the ASEAN Economic Community. This move 
aims to help local companies brace for tougher competition from the economic integration. 2015 electricity demand in the country is 
expected to reach 9,011 megawatts (+3.4% more than expected demand in 2014), and the government is seeking emergency 
powers to fix the shortfall of at least 300 MW. 
 
In a report at the Philippine Economic Briefing yesterday, the government revealed that investments approved by the Board of  
Investments (BOI) and the Philippine Economic Zone Authority (PEZA) declined by 1.1% for January to August 2014 relative to the 
same period last year. Total investments approved reached Php393.6 billion as of end-August this year, representing 541 projects. 
These are expected to generate 107,639 jobs once at full operations. The bulk came from domestic sources amounting to Php328 

T enor 26-Sep 3-Oct  Change

1m 1.79 1.80 1

3m 1.73 1.67 -5

6m 1.94 1.94 0

1y 2.17 2.18 1

2y 2.98 2.97 0

3y 3.46 3.45 -1

4y 3.57 3.56 -1

5y 4.23 4.22 -1

7y 4.11 4.12 1

10y 4.35 4.32 -3

20y 5.31 5.19 -11

25y 5.36 5.23 -13

Average -2.8

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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billion, while the remaining Php66 billion came from foreign sources. By sector, electricity, gas, steam and air conditioning supply 
contributed the most with 41% share of Php162 billion. 
 

The week ahead (October 7 – October 10)  
  
We expect the local equities market to continue trading within the range of 7,200 to 7,400 on the shortened trading week. Investors 
will likely take its cue on the local CPI for the month of September as well as the Fed minutes of the September 16-17 FOMC 
meeting in the US. 
 

For the local fixed income market, we expect yields to trade sideways with an upward bias as investors await the domestic inflation 
print due out next Tuesday. Inflation for September will likely meet consensus of 4.1%-4.6% as moderating food prices temper the 
gradual rise in prices. 

We expect the Peso to trade sideways relative to the US Dollar with an upward bias, on the back of recent days’ rallies. 

 


