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October 14, 2013 

Global Financial Markets 
 
Global equities markets were mixed for the week as concerns over the ongoing fiscal impasse in the US were somewhat 
tempered by hopes that policymakers would soon reach a resolution. US Treasury yields were mixed as well, with yields 
of shorter tenors rising on fears of a technical default, while yields on longer tenors fell amid a series of well-received debt 
auctions for the week. The greenback continued to weaken against most of its major trading counterparts amid the lack of 
progress in resolving the country’s persisting fiscal issues. 
 
Global Equities 
 
Global equities markets ended the week 

mixed, with investor sentiment 

seesawing between concern for the 

ongoing US fiscal standoff and hopes 

that policymakers in Washington would 

come to resolution to avoid a technical 

default. Some optimism in markets was 

also seen after US President Obama 

nominated Janet Yellen, a known dove,  

as the next Fed Chair. This led to hopes 

that the Fed tapering would be done in 

a gradual manner. Markets also 

managed to recover on Thursday after it 

was reported that House Republicans 

would offer the White House a six-week 

extension of the debt limit in exchange 

for fiscal negotiations. However, the 

proposal remedied only one of two 

major concerns, as it did not entail 

reopening the government. 

Bucking the downtrend was the 

European region (+0.20%), which 

climbed amid successful debt sales in 

Rome and Madrid during the week, a 

dovish tone from an ECB official, and better-than-expected industrial production data from Germany. 

For the week, the MSCI World index inched higher by 0.20%. The Asia-Pacific ex-Japan region slipped back 0.04%. The Dow 

Jones Industrial Average index and the S&P500 index weakened another week by 1.29% and 1.33%, respecitvely. 

Economic data releases for the week were a mixed bag, though sentiment was mostly hinged on the persisting budget impasse and 

the looming debt ceiling in the US. Note also that some key economic data releases, including the monthly non-farm payrolls report, 

August trade deficit, job openings and labor turnover data were not released during the week due to the government shutdown. 

 Last Friday marked the first time since the last shutdown in January 1996, wherein no nonfarm payrolls report was 

releases. According to the Gallup survey, which conducts its own study on jobs and joblessness and in US, had the 

report been released, September’s unemployment rate would have been steady at 7.3%. On a seasonally adjusted 

basis, the jobless rate fell to 7.9% after having spiked to 8.6% last August. However, a part of its data showed 

persistence of workers who could not find full-time employment. According to the report, this suggested that it was 

actually due to more Americans taking part-time jobs rather than gaining the full-time employment they wanted.  

 Consumer credit in the US rose by US$13.63 billion to US$3.04 trillion last August, higher than the expected US$12 

billion increase. However, revolving credit, which mostly measures credit card usage, posted a third consecutive 

monthly drop to US$833.41 million. This was offset by non-revolving credit, which includes auto and student loans, 

increasing to US$14.51 billion.  

 According to the National Federation of Independent Business (NFIB), its small-business optimism index slipped to 

93.9 in September following the upwardly revised 94.1 in August. Market estimate was for the index to tick up to 93.9. 

03-Oct-13 10-Oct-13 % Change

MSCI World 1,542.79 1,545.94 0.20%

MSCI Europe 105.78 105.99 0.20%

MSCI Asia-Pacific ex-Japan 466.90 466.71 -0.04%

Dow Jones Industrial Average 14,996.48 14,802.98 -1.29%

S&P 500 1,678.66 1,656.40 -1.33%

Global Equity Performance
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October 14, 2013 

The NFIB stated that it was possible the pending government shutdown had weighed on the economic outlook for the 

month of September. The report showed that expected business conditions dove 8 percentage points to -10%, though 

real sales expectations improved by three points to 8%. Other indices were mostly lower, as well. More importantly, 

the report showed that 11% of firms laid off workers over the past three months, which was the third-lowest reading 

since October of 2007. However, a similarly low 11% reported that they added workers. 

 Unemployment claims in the US spiked by 66,000 to a seasonally adjusted 374,000 last week. This was much higher 

than the market estimate of 311,000 and the highest since March. The increase, which was the largest since 

November 2012, indicated that effects of the government shutdown was beginning to ripple through the economy. An 

analyst stated that around half of the uptick was attributed to California, which is still trying to migrate to a new 

computer system. Roughly 15,000 of the new claims were from government workers who were furloughed due to the 

shutdown. The less-volatile four-week moving average of claims also grew by 20,000 to 325,000, while continuing 

claims fell by 16,000 to 2,905,000 for the week ended September 28. 

 Retail sales grew slower than expected last month. Data release yesterday showed that same-store sales (among 

those who reported) rose by just 2.2% on an annual basis, lower than the market estimate of a 3.1% increase. This 

came up short of the 5.5% increase posted in the same period a year earlier. The decline was mainly due to weak 

mall traffic and increase competitions. Lower consumer confidence due to the government shutdown was also a likely 

reason for decreased spending. 

 Last August, German manufacturing orders fell for a second straight month, sliding 0.3% month-on-month following 

the downwardly revised 1.9% decline in July. Market estimate was for orders to increase by 1.1%. The ministry stated, 

however, that “the positive tendency remains intact” in spite of the recent months’ drops in orders. The decline in 

orders was mainly due to a 2.1% drop in foreign orders, particularly from the Euro-area.  

 Industrial output in Germany climbed 1.4% on a monthly basis last August, higher than the market estimate of a 1.0% 

increase and reversing the 1.1% decline posted in July. According to the Germany Economy Ministry, the German 

industrial sector is “on a moderate growth path”. The improvement was driven by a 2.1% monthly expansion in 

manufacturing owing to a 13.6% spike in automobile production. Likewise, capital goods production jumped by 4.4% 

month-on-month, adding to hopes that companies are stepping up their investments.   

 

 

Global Bonds 

 

US Treasury prices ended mixed for the week as investors sold off shorter 

tenors amid fears of a technical default. Meanwhile. yields on the longer 

tenors fell amid some well-received debt auctions for the week.  

The Treasury Department’s US$30 billion auction of four-week bills met weak 

demand, as the bills were sold at a 0.35% yield, the highest since October 

2008. Demand was the weakest in four-and-a-half years. 

In spite of concerns on the looming potential technical default, the US 

Treasury Department’s US$21 billion auction of 10-year bonds on 

Wednesday was met with solid demand. The bonds were sold at a yield of 2.657%, slightly lower than the 2.665% that similarly-

dated securities were traded at right before the auction.  

The US Treasury Department’s US$13 billion 30-year bond auction on Thursday met strong demand. Bid-to-cover ratio was at 

2.64x, higher than the 2.47x average over the past 10 auctions.  

Week-on-week, the 3-month tenor bucket yield rose 2.03 basis points to 0.020%, while the 10-year tenor bucket yield fell 4.52 basis 

points to 2.605%. 

 

 

 

 

 

 

 

US Treasury Yield Curve

Tenor 26-Sep 3-Oct  +/- bps

3m 0.000 0.020 2.03

6m 0.025 0.046 2.02

2y 0.340 0.309 -3.11

5y 1.435 1.356 -7.95

10y 2.650 2.605 -4.52

30y 3.695 3.707 1.23
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Currencies  
 

Currencies markets saw lackluster trading for most of the week as 

investors remained cautious in the midst of the ongoing budget standoff in 

the US. Of not however, was the euro’s strength as market players’ 

positively received the final Euro-zone GDP figure, which indicated that 

the currency bloc’s economy had expanded in line with previous 

estimates in the second quarter of 2013. Data released by Eurostat 

showed that the zone’s GDP grew by a seasonally adjusted 0.3% quarter-

on-quarter for the April-to-June period as it finally exited from a recession. 

Week-on-week, the shared currency strengthened 1.00% against the 

Japanese yen and 0.10% against the greenback. 

 

 

The week ahead (Oct 14 – Oct 18) 

 

Movements in global markets this week were largely hinged on the US government’s partial shutdown as a result of the budget 

impasse, as well as its debt ceiling deadline, which draws ever closer. These concerns will continue on until next week, though 

investors would positively receive any indications of reaching a resolution, such as the proposal made by the Republicans just this 

Thursday. For the coming week, equities markets are expected to trade with a downward bias as market players remain cautious, 

awaiting more developments on the fiscal standoff. Short-term US Treasury yields will continue to move higher on fears of a 

potential federal default, and the US dollar might weaken further if the budget standoff is prolonged.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Currencies 

4-Oct 11-Oct % Change

USD/PHP 43.050 43.135 -0.20%

EUR/USD 1.3558 1.3572 0.10%

GBP/USD 1.6010 1.5978 -0.20%

USD/JPY 97.48 98.34 -0.87%

AUD/USD 0.9435 0.9483 0.51%

USD/CHF 0.9072 0.9075 -0.03%

EUR/CHF 1.22979 1.23168 -0.15%

EUR/JPY 132.14 133.47 -1.00%
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October 14, 2013 

Philippine Financial Markets 

Local financial markets ended the week higher after an improved country outlook was released by the World Bank, and the 
US Congress engaged in negotiations to settle their debt-ceiling dilemma. Yields of local government securities fell 
following a successful Treasury-Bill Auction. Meanwhile, the Philippine peso weakened on growing concerns regarding 
the US debt ceiling. 
 

 
Local Equities 
 

Local equities surged this week, even as global headlines mixed day-to-day 

market sentiment. The World Bank revised the country’s growth forecast, 

boosting investor confidence as the week began. However, ongoing 

concerns about the US. shutdown and impending debt-ceiling dilemma 

dampened sentiment briefly. However, sentiment improved once more as 

the week came to a close, citing anticipation that fiscal talks among US 

President Barack Obama and his Congressional counterparts will advance. 

Week-over-week, the index gained 99.32 points, or +1.55%, to close at 

6,489.80. For the week, foreigners were net sellers at Php2.92 billion. 

Utilities 

 Manila Electric Co. (Meralco), through its subsidiary Meralco PowerGen, has recently acquired a 20% stake in Global 
Business Power Corp., which holds power generation plants in Visayas, according to Meralco Chief Financial Officer 
Betty Siy-Yap. Meralco Senior Vice President Al Panlilio likewise confirmed the transaction, stating that Meralco 
PowerGen entered into a share purchase agreement with First Metro Investment Corp. for the 20% interest in Global 
Business Power Corp. Earlier this year, Meralco PowerGen and Global Business Power signed an agreement for 
potential power projects in Mindanao. 
 

 Ayala-led Manila Water Company Inc. (MWC) has, through its Singapore-based subsidiary Manila Water South Asia 
Holdings Pte. Ltd. (MWSAH), recently acquired 18.37 million shares in Sai Gon Water Infrastructure Corp. According 
to MWC, the transaction is in line with the firm’s strategy to expand its presence in Vietnam and Asia. Earlier, MWC 
stated that Sai Gon Water wanted to become the first fully-integrated company in the Vietnamese water and 
wastewater infrastructure sector, by constructing water and wastewater treatment plants. 
 

 
Properties 

 Rockwell Land Corp. (ROCK) will issue seven-year and one quarter unsecured peso-denominated fixed-rate bonds 
worth Php5 billion in November, that will possibly push ROCK’s net income to Php1.4 billion this year. The proceeds 
of the bond issuance will be used to partially fund the firm’s project developments particularly the Proscenium project. 
The said project will allow the company to grow its income in the next eight years. 

 
 AboitizLand, the real estate arm of Aboitiz Equity Ventures (AEV), has recently closed a deal with Alsons Land Corp. 

(ALC) to purchase the latter’s 60% interest in Lima Land, Inc., for a Php1.36 billion purchase price. The purchase 
price includes Lima Land’s interests in subsidiaries Lima Utilities Corp. and Lima Water Corp. Lima Land is the owner 
and operator of LiMA Technology Center, a Philippine Economic Zone Authority-registered industrial park in 
Batangas. 

 
 

Conglomerates 

 GT Holdings, Inc. recently purchased a majority stake in Charter Ping An Insurance Corp. at a fixed price of Php614.3 
per share, for a total of Php1.4 billion. The acquisition accounted for 66.7% of the non-life insurance firm’s outstanding 
capital stock. According to GT Capital Chairman Arthur V. Ty, the consolidation of Chartered Ping An into GT CT Cap 
is timely given the encouraging prospects for growth in the country’s non-life insurance industry. He added that the 
capacity for expansion is largely driven by the sustained robust performance in the auto, property and financial 
services sectors. The acquisition will also provide strong synergy with the conglomerate’s existing businesses. 

4-Oct 11-Oct % Change

PSEi 6,390.48 6,489.80 1.55%

Philippine Stock Exchange Index
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Philippine Bond Market  
 
Prices of local government secturities soared during the week following a 
successful Treasury bill auction last Monday. Buying interest was more 
evident on the short-end of the curve, causing a 34 basis point drop for 
papers with tenors of less than 1 year. Week-on-week, the yield curve 
declined by 14 basis points on average, with the belly and the long-end of 
the curve inching down by 0.46 and 4.15 basis points, respectively.   
 
The Bureau of the Treasury (BTr) sold Php20 billion worth of Treasury 
Bills during an auction concluded Monday. The total amount awarded was 
composed of Php4 billion worth of 91-day bills with an average yield of 
0.001%, Php6 billion worth of 182-day bills at an average yield of 0.090%, 
and Php10 billion worth of 364-day bills at an average yield of 0.190%. 
The government received tenders totaling Php108.66  billion, more than 
five times the amount offered 
 
Philippine Peso 
 
The Philippine peso took back previous week’s gains as market players 
remained cautious due to the political standoff in the US regarding the budget ceiling. The local currency surrendered 8.5 centavos 
to close at 43.135. 
 
The Bangko Sentral ng Pilipinas (BSP) recently reported that net foreign direct investment (FDI) inflows reached US$533 million 
last July, or 227% higher than the US$163 million registered in the same period last year. The central bank stated that this reflected 
the continued confidence of investors in the Philippine economy on the back of its strong macroeconomic fundamentals. Moreover, 
the July net inflow could be attributed to non-residents’ placements in debt instruments issued by local affiliates, which surged by 
606.6% to US$473 million from the $67 million recorded last year. 
 
According to the Department of Budget and Management, around Php1.821 trillion, or 91% of the Php2.006 trillion 2013 spending 
plan was already released as of August 31. This is roughly 19.88% higher than the Php1.519 trillion in the same period last year. In 
the breakdown, Php928.361 billion was released to departments while Php160.051 billion was earmarked for special-purpose 
funds. Also, Php692.796 billion in automatic appropriations was released and the remaining Php39.44 billion was under continuing 
appropriations from last year’s budget. 
 
According to data released by the Bangko Sentral ng Pilipinas (BSP), the country’s Gross International Reserves (GIR) rose sl ightly 

higher in September to US$83.03 billion from the US$82.9 recorded in August. The amount is enough to cover 11.9 months’  worth 

of imports and 8.7 times the country’s short-term external debt. The BSP stated that the increase was mainly due to inflows from 

foreign exchange operations and investments of the BSP, as well as net foreign currency deposits by the Treasury of the 

Philippines. The inflows, the BSP added, were partially offset by the payments made for maturing foreign obligations of the 

government and the revaluation adjustments on the BSP’s gold holdings. 

 

For the month of August, the government posted a budget surplus of Php21.9 billion, much higher than the Php2.5 billion surplus 

recorded in the same month last year. The surplus came as revenue collection grew 20% year-on-year to Php155.1 billion in August 

from the Php129.4 billion a year ago. Spending likewise increased to Php133.2 billion, 5% higher than the Php126.9 billion last 

year. The fiscal surplus in August brings the eight-month year-to-date budget deficit to Php82.6 billion, higher than the Php71.1 

billion in the same period last year but still well within the Php144.45 billion deficit program for the first three quarters of 2013. 

 

According to data released by the National Statistics Office (NSO), the country’s exports last August rose 20.2% year-on-year to 

US$4.581 billion. The figure marked the highest growth rate seen this year, following the increases posted last June and July. On a 

year-to-date basis, however, exports for the first eight months of the year fell by 0.8%, significantly below the government’s targeted 

growth of 10% for the year. Leading the month’s expansion was exports of petroleum products, the top export for August, increasing 

by 115,374%. Meanwhile, electronic products, which is normally the country’s top export, declined 0.4% year-on-year and 0.5% 

month-on-month to US. 

Tenor 4-Oct 11-Oct  Change

1m 0.63 0.42 -21

3m 0.65 0.43 -23

6m 1.04 0.55 -48

1y 1.29 0.69 -60

2y 2.81 2.78 -3

3y 2.86 2.81 -5

4y 3.44 3.45 1

5y 3.45 3.49 4

7y 3.71 3.71 1

10y 3.88 3.84 -4

20y 4.54 4.60 6

25y 5.54 5.40 -14

Average -14

Peso Yield Curve                                       

(PDST-F Reference Rates)
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October 14, 2013 

 

The week ahead (Oct 14- Oct 18) 

 
We expect the market to trade sideways with an upward bias before the US government comes to an agreement (or lack thereof) 
on October 17 regarding the US debt-ceiling. Most still assume that Congress will reach a decision before the deadline next week, 
thereby preventing a technical default. On that sentiment, we expect the market to trade higher up to the July peak of 6,800 with a 
support level at 6,400.   
 
In the coming week, we might see sideways trading with a slight downward bias on the local fixed income market as market players 
are becoming more optimistic on the US reaching an agreement regarding its debt ceiling. Meanwhile, the movement of the peso 
will continue to reflect global developments as market players track the persisting US budget impasse. 
 

 


