
 

October 13, 2014 
Global Financial Markets 
 
Global equities markets fell for the week as concerns on the slowing global economic growth weighed on investor 
sentiment. US Treasury prices, meanwhile, gained ground from this over-all risk-off sentiment. In a reversal, the euro 
gained relative to the US Dollar on the Fed’s noncommittal stance on faster contraction of monetary policy, citing the 
trade disadvantage of a strong greenback. 
  
Global Equities 
 

Global equities markets ended the 
week lower as investors became 
cautious on the Federal Reserve’s 
upcoming policy rate actions after the 
culmination of its bond purchases this 
month, and as concerns on the growth 
of the global economy deepened.  

In the US, stocks fell during the first 
few days of the week as investors 
awaited the release of the minutes of 
the most recent FOMC meeting. 
Slowing global economic growth also 
resulted to an overall risk-off 
sentiment, dragging US equities down 
further. A material recovery was then 
observed mid-week after the minutes 
revealed a more dovish tone from 
policy-makers. However, this was 
short-lived as US stocks once again 
fell, erasing gains registered on 
Wednesday as concerns on global 
growth resurfaced due to disappointing 
German export data. 

Over in Europe, share prices were 
pulled down by weak German export 
data, prompting the International 
Monetary Fund (IMF) to cut Germany’s 
growth forecasts and worry about a 
possible recession in the Euro-zone if 
actions are not taken to prevent it. 

Asian shares bucked the trend, 
climbing slightly higher, amid the Fed’s 
indication of lower-for-longer interest rates. Asian stocks, however, were not able to escape investors’ fears of a global economic 
slowdown as they were also in negative territory earlier during the week. 

Week-on-week, the MSCI World index declined by 0.90%, led by the European region, which dropped 1.55%. The Asia-Pacific ex-
Japan region marginally gained by 0.84%. The Dow Jones Industrial Average index and the S&P500 index rose 1.15% and 1.17%, 
respectively, as well.  

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

 The initial claims for state unemployment benefits fell last week, almost reaching its lowest level since before the 
2007-2009 recession. The data showed a drop of 1,000 to 287,000 claims, falling below market estimate of 295,000. 
The four-week moving average of claims declined by 7,250 to 287,750 as well, its lowest level since 2006. The 
number of continuing claims for the week ended September 27, on the other hand, dropped by 21,000 to 2.381 
million, also disappointing the market expectations of 2.41 million. 

 US wholesale inventories surprised the market, rising at its fastest pace since August. Wholesale inventories 
expanded by 0.7%, higher than the expected 0.3% growth. Sales at wholesalers, however, dropped by 0.7%, reverse 
of market estimate of +0.3%. The sales turnover was determined to take 1.19 months, the highest rate since February. 

 US consumer credit increased by US$13.5 billion in August, less than economists' expectations of US$20 billion. This 
drove the total consumer credit to US$3.25 trillion as of year-to-date. Growth for the prior month was also revised 
downwards to only US$21.6 billion. These negative indications raised concerns on the pace of economic expansion of 
the US. 

02-Oct-14 09-Oct-14 % Change

MSCI World 1,667.98 1,652.93 -0.90%

MSCI Europe 113.42 111.66 -1.55%

MSCI Asia-Pacific ex-Japan 470.38 474.34 0.84%

Dow Jones Industrial Average 16,801.05 16,994.22 1.15%

S&P 500 1,946.17 1,968.89 1.17%

Global Equity Performance
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October 13, 2014 
 In a report released by the Fed, the US labor market was seen to improve in September after slow ing earlier in the 

year. The Labor Market Conditions Index, derived from 19 indicators, rose to 2.5 last month from 2.0 in August. The 

index, however, was still significantly lower than May’s 6.3. 

 US non-farm payroll data showed 248,000 additional workers in September, higher than analysts’ expectations of 

215,000. Factories payroll added 4,000 workers while the retail sector expanded by 35,000. Jobless rate also fell to 

5.9%, the lowest since July 2008. Part of the decline, however, was the because of workers leaving the labor force. 

 German exports dropped 5.8% in August, the largest decline since January 2009. This was more disappointing than 

economists’ expectations of 4%. German imports likewise declined by 1.3% in August, after dropping 1.4% in July. 

Global Bonds  
 

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

havens amid serious concerns on the growth outlook across the globe, 

and after the release of the FOMC minutes hinted that the Federal 

Reserve would take a considerable time before policy makers raise 

interest rates.  

 

The US$13 billion sale of 30-year bonds on Thursday also supported 

the rally as brisk demand led the new bonds to be sold at a yield of 

3.074%, the lowest level since May 2013. A proxy gauge of demand 

from foreign investors through indirect bidding recorded at 46.2%, the highest reading since July. 

 

Week-on-week, the 2-  and 10-year benchmark yields fell 8.34 and 11.17 basis points to 0.440% and 2.313%, respectively. 

 

Currencies  

Coming off being sold-down last week on concerns of stagnation in the 
EU, the euro rebounded relative to the US dollar, appreciating 1.48% to 
EUR/USD1.2701 yesterday from EUR/USD1.2516 last week. By and 
large, the Fed’s decision not to hasten broadly anticipated interest rate 
hikes despite robust growth in the domestic economy, particularly labor, 
caused investors to promptly book profits on gains off the strong dollar of 
recent days. Consensus expectations continue to be that the Fed will raise 
interest rates by 1

st
 half of next year at the earliest, given the trade 

disadvantage in sustained US Dollar strengthening. In Europe, meanwhile, 
weak growth data released in Germany, the EU’s largest economy, this 
week, capped the Euro’s recovery rally. 

 

 

The week ahead (October 13 – October 17) 

 

Market movements this week were largely driven by the release of the minutes of Fed’s recent meeting, as well as various 

economic data releases from the US and concerns on the slowing global growth outlook. For the coming week, we expect global 

equities to trade with a downward bias as the aforementioned concerns on the weakening global growth continue. Share prices 

may, however, be supported by positive data releases. Meanwhile, US Treasury prices are expected to continue to experience 

gains due to the over-all risk-off sentiment. Economic data releases to watch out for this week include US mortgage market index 

weekly, adjusted retail & food services sales, manufacturing survey general business conditions, industrial production, new p rivately 

owned housing units started and consumer confidence sentiment. The Euro is likely to stay under pressure, given the relentless 

stream of lackluster economic data churned out by the EU’s largest economies . In contrast, mixed signals from the US continue to 

slowly shift investor sentiment to the side of optimism.  

  

US Treasury Yield Curve

Tenor 2-Oct 9-Oct  +/- bps

3m 0.010 0.005 -0.50

6m 0.036 0.036 0.00

2y 0.524 0.440 -8.34

5y 1.685 1.560 -12.47

10y 2.425 2.313 -11.17

30y 3.143 3.050 -9.31

Currencies 

3-Oct 10-Oct % Change

USD/PHP 44.750 44.625 0.28%

EUR/USD 1.2516 1.2701 1.48%

GBP/USD 1.5973 1.6124 0.95%

USD/JPY 109.76 107.86 1.76%

AUD/USD 0.8675 0.8767 1.06%

USD/CHF 0.9675 0.9538 1.44%

EUR/CHF 1.21081 1.21148 -0.06%

EUR/JPY 137.36 137.01 0.26%
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Philippine Financial Markets 

The local equities market once again closed the week lower after both the IMF and the World Bank downwardly revise d 
their growth projections for the Philippines. The local fixed income market, meanwhile, rallied all through this shortened 
trading week on account of the lower-than-expected September inflation print and the T-Bill auction held by the Bureau of 
the Treasury early in the week. 
 
Local Equities  
    
The local equities market lost ground, declining 79.68 points, or -1.14%, to close 
Friday at 7,164.16 following downgrades in the country's growth forecasts from 
both the World Bank and the International Monetary Fund (IMF) earlier during the 
week. The IMF downgraded its 2015 growth forecast for the Philippines from 
6.5%to 6.3%, citing tighter global financial conditions, while the World Bank 
trimmed its growth projections for the Philippines, both in 2014 (from 6.6% to 
6.4%) and 2015 (from 6.9% to 6.7%). This provided investors a convenient 
excuse to book profits from one of the best performing markets in the region 
year-to-date. For the week, foreign investors were net sellers at Php8.48 billion. 

 
Financials 

 George Ty-led Metropolitan Bank & Trust Co. (PSE ticker: MBT) raised additional funds worth Php20 billion through long 
term negotiable certificates of deposit (LTNCD). The LTNCDs will be offered at a rate of 4% per annum, payable 
quarterly, have a tenor of 5.5 years and mature on April 2020. They are ava ilable to investors for a minimum investment 
amount of Php50,000 and in increments of Php50,000 thereafter. HSBC and ING Bank NV-Manila will serve as the joint 
lead arrangers and selling agents for the transaction.  

 
 Listed Security Bank Corp. (SECB) has entered into a deal with Hong Kong-based FWD Life Insurance Corp. as part of 

the bank’s effort to boost retail operations. FWD Life will offer life insurance products to Security Bank’s customer base, 
subject to regulatory approvals. SECB further added that the strategic partnership is expected to benefit from the 
significant synergies between the two companies  

 
Utilities 

 In a statement made yesterday, power giant Manila Electric Co. (Meralco) stated that electricity rates would go up 
Php0.10 per kilowatt-hour (kWh) in October, due mainly to the upward movement in generation charge. More 
specifically, households which consume an average of 200 kWh per month—about 75% of Meralco consumer base— 
will have to pay Php20.83 more. The upward movement in generation charge was because of a reduction of gas output 
from the Malampaya field on September 8-11 and 21023, forcing two natural gas plants to use more expensive 
alternative fuel. 

 The subsidiary of the listed Manila Water Company Inc. (MWS), Boracay Island Water Co. Inc., has finalized its third 
omnibus loan and security agreement with Security Bank Corp. worth Php650 million. The fresh funds will cover the 
capital expenditures of Boracay Island Water Co. Inc.in its obligations in Malay, Aklan. Also, MWS’s subsidiary aims to 
contribute to meet the country’s millennium development goals (MDGs) in water accessibility, improvement and 
expansion of infrastructures . 

 

Industrials 

 D&L Industries Inc. has completed the acquisition of its affiliated company, Chemrez Technologies Inc. After the tend er 
offer, D&L will now own 99.7% of the leading resin and oleochemicals manufacturer. Six pesos per share are set to pay 
the tendering shareholders of the 846.41 million shares, totaling P5.078 billion. Following minimum public ownership 
rule, Chemrez may be voluntary delist from the Philippine Stock Exchange. 

 
 
 
 
 
 
 
 

3-Oct 10-Oct % Change

PSEi 7,247.03 7,164.16 -1.14%

Philippine  Stock Exchange  Index



 

October 13, 2014 
Philippine Bond Market  
 
Local fixed income securities enjoyed a sustained rally for most of this week. 
Initially, there was strong buying interest in the recent T-Bill auction of the 
Bureau of Treasury with the Php20 Bn issue on offer oversubscribed three-
fold. The low inflation print for the month of September at 4.4% versus 
expectations of as high as 4.9%, fueled further buying across the entire length 
of the curve on diminishing likelihood for immediate rate hikes by the BSP. 
Similarly, our bond market tracked rallies in the US, which likewise decided 
not to accelerate anticipated rate-hikes from consensus timeframe of 1

st
 half 

next year at the earliest.  This “lower-for-longer” policy led investors to stay in 
EM markets that were fundamentally resilient to the increasingly beari sh 
outlook for global economic growth, such as our country. 
  
Yields fell 13.75 basis points, on average, across the length of the curve with 
the short, belly and long-ends declining -18.08, -7.96 and -17.64 basis points, 
respectively,   
 
 
 
Philippine Peso 
 
 

The Philippine peso traded sideways relative to the US Dollar this week, eventually appreciating 0.28%, week-on-week, as of end-
Thursday. The peso rebounded yesterday after days of losses to the greenback on dovish Fed comments. 

  
A survey conducted by the Bangko Sentral ng Pilipinas (BSP) showed that banks had further tightened lending standards for credit 
extended to the real estate sector in the third quarter. According to the BSP, responding banks attributed this tightening to  
perceived stricter oversight of banks’ real estate exposure, along with banks’ reduced tolerance for risk. The tightening actions cited 
included wider loan margins, reduced credit line sizes and stricter loan covenants for commercial real estate loans.  
 
According to its latest World Economic Outlook, the IMF expects the Philippines to grow its GDP by 6.3% in 2015, a downward 
revision from the earlier projection of 6.5%. However, it kept the country’s 2014 growth forecast at 6.2%. An IMF official stated that 
though the growth outlook remains favorable, the rise in Philippine trading partner growth from 2014 to 2015 is lower than the 
previous WEO on average, so Philippine growth (particularly exports) is expected to accelerate more modestly in 2015. Note th at 
both forecasts are below the government’s targeted 6.5%-7.5% this year, and the 7%-8% next year.  
 
The Philippine Statistics Authority (PSA) reported a lower inflation rate of 4.4% in September relative to the 4.9% posted in  August. 
This rate, however, is still much higher than the 2.7% registered in September last year. According to the deputy director-general of 
the National Economic and Development Authority (NEDA), the slower price increase last month was due to the moderate food 
inflation, lower electricity charges and the roll-back in global and local petroleum prices. The headline inflation for September was 
well within the BSP's forecast range of 4.1-4.9%, and drove the year-to-date average to 4.4%, also within the BSP's full-year target 
range of 3-5%.  
 
According to a disclosure released by the Bangko Sentral ng Pilipinas (BSP), the country's foreign exchange reserves as 
represented by the gross international reserves (GIR) fell from US$80.872 billion in August to US$80.434 at end -September. This 
was also lower than that posted in the same period last year. The decline in the value of the central bank's gold cache and the slow -
down in foreign investment flows led to the drop in the GIR. Despite this, the BSP said that the amount of GIR was enough to cover 
up to 10.9 months' worth of imports of goods and payment of services. The BSP has earlier revised downward its full -year forecast 
for the GIR to US$85.2 billion from the initial estimate of US$88 billion.  
 

 

The week ahead (October 13 – October 17)  
  
We expect the local equities market to trade within the range of 7,070 to 7,250 in anticipation of continued market consolidatio n. 
This may be driven by volatility in regional currencies and high valuation of local issues. Moreover, investors will remain w atchful of 
US economic data (retail sales, producer price index, housing starts and initial jobless claims, among others) that will come  out for 
the week as these would impact the flows in the market. 
 

For the local fixed income market, we expect yields to trade sideways with a downward bias as local banks provide support, should 
investors take profit on the long ends, following a potential correction in US Treasuries. For the rest of 2014, Bureau of Tr easury 
isn’t likely to issue any more long-end securities. 

T enor 3-Oct 10-Oct  Change

1m 1.80 1.67 -13

3m 1.67 1.43 -24

6m 1.94 1.82 -12

1y 2.18 1.95 -23

2y 2.97 2.85 -13

3y 3.45 3.33 -11

4y 3.56 3.41 -15

5y 4.22 4.22 0

7y 4.12 4.11 -1

10y 4.32 4.22 -9

20y 5.19 4.89 -30

25y 5.23 5.09 -13

Average -13.8

Peso Yie ld Curve                                        

(PDST-F Reference Rates)



 

October 13, 2014 
We expect the Peso to continue appreciating relative to the US Dollar as outlook surrounding consumer sentiment and retail sales 
data releases in the US next week is bearish. 


