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Global Financial Markets 
 
Global financial markets cheered on the US’ last-minute deal to stop the partial government shutdown and temporarily 
save the world’s largest economy from a sovereign default. Global equities rallied while US Treasury yields have 
plummeted. Meanwhile, major currencies appreciated against the US dollar following the aforementioned event. 
 
 

Global Equities 
 
Globel equity markets surged in the 

final trading days of the week as the 

US government finally constructed a 

deal at the 11th hour to raise the debt 

ceiling and put an end to the 16-day 

government shutdown.  

After weeks of political debates in 

Washington, President Obama signed 

the 35-page bill which would fund the 

government until January 15 and 

which would raise the debt ceiling until 

February 7. The measure was 

successfully passed through the 

Democratic-led Senate on an 81-18 

vote and the Republican-controlled 

House on an 285-144 vote. 

European and Asian markets likewise 

cheered on the US’ resolution of its 

budget issues which avoided a historic 

debt default that could have 

threatened financial markets’ stability. 

For the week, the MSCI World index soared by 2.63%; the MSCI Europe surged by 1.86%; and the Asia-Pacific ex-Japan region 

jumped by 2.36%. Likewise, the Dow Jones Industrial Average index and the S&P500 index climbed by 1.62% and 2.40%, 

respecitvely. 

Economic data releases for the week were mostly weak, weighed down by US government shutdown and budget impasse. Please 

note that some key economic data releases were not released during the week due to the government shutdown. 

 For the month of October, consumer sentiment in the US fell as the ongoing government shutdown and the looming 

debt ceiling weighed on Americans’ outlooks. The Thomson Reuters/University of Michigan preliminary index of 

consumer sentiment fell to 75.2 for the month from 77.5 in the prior month. Median estimate was for the index to clock 

in at 75.3. Households have become less optimistic about the US economy as the government shutdown drags on 

another week, and as the debt ceiling deadline draws even closer. However, increasing wealth, dropping gas prices 

and an improving market are all helping sentiment from falling significantly, which means the economy could bounce 

back once the fiscal talks are resolved. 

 Last October, manufacturers in New York saw dramatically slowed business activity. The Federal Reserve Bank of 

New York’s Empire State Manufacturing Survey business conditions index slid to 1.52, well below the market estimate 

of 7.0, following September’s reading of 6.29. Leading the decline was the employment index, which dropped to 3.61 

from 7.53. Meanwhile, the workweek index recovered to 3.61 from 1.08 and the employee expectations index rose to 

7.23 from 4.30. Nevertheless, according to the report, indices for the six-month outlook generally conveyed strong 

optimism about future business conditions. The general business conditions expectations index for the next six 

months rose for a fourth straight month to 40.76, the higher reading since spring of 2012. 

 According to the Fed’s Beige Book, which is a gathering of anecdotal information on current economic conditions, 

growth remained “modest to moderate” as consumer spending maintained momentum and business investments 

10-Oct-13 17-Oct-13 % Change

MSCI World 1,545.94 1,586.64 2.63%

MSCI Europe 105.99 107.96 1.86%

MSCI Asia-Pacific ex-Japan 466.71 477.74 2.36%

Dow Jones Industrial Average 15,126.07 15,371.65 1.62%

S&P 500 1,692.56 1,733.15 2.40%

Global Equity Performance
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improved. More specifically, four Federal Reserve districts showed slower growth while the remaining eight held 

steady in the wake of concerns over the US fiscal deadlock. The report also showed that growth in employment 

remained modest last September through October 7, and price and wage pressures were “limited”. However, an 

increase in uncertainty was reported mostly due to the shutdown and debt ceiling debate. 

 US homebuilder confidence dropped to a four-month low in October, further highlighting the adverse effects of the 

government shutdown and the impending debt ceiling deadline on sentiment. This month, the National Association of 

Home Builders (NAHB)/ Wells Fargo index of builder sentiment fell to 55 following the downwardly revised 57 in 

September. Market estimate was for the reading to stay at 57. Note that any reading above 50 indicates conditions 

positively viewed. The numbers also indicate that the rise in mortgage rates to almost a two-year high have slowed 

gains in real estate. 

 Recent jobs data indicated that the US labor sector showed some signs of improvement. Initial jobless claims dropped 

by 15,000 to a seasonally adjusted 358,000 (Mkt est: 335k) in the week ended Oct. 12. Meanwhile, the number of 

continuing unemployment-benefit claims declined by 43,000 to 2,859,000 (Mkt est: 2,915k) in the week ended Oct. 5. 

 Weakness was observed in the manufacturing industry. The Federal Reserve Bank of Philadelphia’s index of general 

business activity slowed to 19.8 in October (Mkt est: 15.0) from 22.3 the previous month. 

 

 

 

Global Bonds 

 

US Treasury prices ended the week mostly higher as investors cheered 

on the US’ temporary agreement to increase the country’s debt limit 

which eliminated the possible default scenario.   

Last Tuesday, the US Treasury Department had simultaneously held a 

US$35 billion 3-month T-Bill auction and a US$30 billion 6-month T-Bill 

auction. Bid-to-cover ratios for both auctions fell, keeping up with the 

trend of recent short-term debt auctions, with most investors avoiding 

debt papers that could be hit by a potential debt default. The three-month 

bills were sold at a rate of 0.13% compared to the existing bills which 

were trading at 0.099%. The six-month bills were likewise sold at higher rates.  

Week-on-week, the yield of the 2-year bucket dropped 3.13 basis points to 0.310%, while the 10-year tenor bucket yield fell 9.20 

basis points to 2.589%. 

 

Currencies  
 

It was a quiet trading at the start of the week as market players remained 

on the sidelines awaiting for more developments regarding the US 

budget talks. When the US government finally reached a deal which 

increases the debt ceiling until February and subsequently ends the 16-

day shutdown, most currencies edged higher against the US dollar. 

Week-on-week, the euro and Japanese yen gained 0.88% and 0.54%, 

respectively. 

US Treasury Yield Curve

Tenor 10-Oct 17-Oct  +/- bps

3m 0.046 0.041 -0.50

6m 0.066 0.081 1.52

2y 0.342 0.310 -3.13

5y 1.424 1.329 -9.48

10y 2.681 2.589 -9.20

30y 3.734 3.659 -7.54

Currencies 

11-Oct 18-Oct % Change

USD/PHP 43.135 43.065 0.16%

EUR/USD 1.3544 1.3663 0.88%

GBP/USD 1.5957 1.6146 1.18%

USD/JPY 98.58 98.05 0.54%

AUD/USD 0.9468 0.9611 1.51%

USD/CHF 0.9119 0.9033 0.95%

EUR/CHF 1.23503 1.23429 0.06%

EUR/JPY 133.51 133.97 -0.34%
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The week ahead (Oct 21 – Oct 25) 

 

For the past week, movements in global markets heavily relied on the outcome of the US budget talks especially as the deadline for 

the debt ceiling drew closer. When the US finally constructed the bill that raises the debt limit and ends the 16-day shutdown, 

market players welcomed the news, causing financial markets to rally. For the coming week, we expect market players to adopt a 

risk-on stance following the said event. Moreover, with the federal government shutdown delaying the release of some of key 

economic data, tapering of the US stimulus program may not occur until early next year since monetary authorities will wait for more 

data to assess the economy’s strength. This may also signal that US Federal Reserve may maintain its accommodative stance of 

monetary policy for quite some time. We expect equity markets to trade with an upward bias and yields of US Treasuries to go 

down. Meanwhile, the US dollar may slightly appreciate as a result of a technical correction. 
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Philippine Financial Markets 

Local financial markets found a sigh of relief after the US government reached an agreement that will keep government 
offices running until January 15 and that will raise the debt ceiling. Following the passage of the bill, renewed interest for 
Philippine assets ensued, with local equities, government securities, and the local currency posting gains during the 
week.  
 

 
Local Equities 
 

The local equity market declined at the start of the week amid concerns on the 

US budget impasse. The trend, however, reversed after the US reached an 11th-

hour agreement to remedy its ongoing debt-ceiling issue.  The deal funds the US 

government through January 15, 2014, and suspends the debt limit through 

February 7. Week-on-week, the index gained 118.03 points, or +1.82%, to close 

at 6,607.83. For the week, foreigners were net buyers at Php0.46 billion. 

 

Transportation 

 International Container Terminal Services, Inc. (ICTSI) is set to begin the construction of a Php4 billion port in Tagum 
City next year. The proposed location is the 10.3-hectare private commercial port in Barangay Madaum owned by 
Hijo International Port Services, Inc. ICTSI President Enrique K. Razon Jr. is keen on developing the Hijo-owned 
facility into one of the largest port facilities in the Philippines, having a 50-hectare coastal area, a 12-meter draft berth 
and an annual capacity of 2 million 20-foot equivalent unit containers. 

 
 

Power 

 Aboitiz Power Corp’s subsidiary, Therma South Inc., has recently signed an omnibus agreement with a  consortium 
of lender-banks for loans and credit accommodations of up to Php24 billion. Aboitiz Power said that the proceeds of 
the loan will be used to finance the construction and operation of Therma South’s 2x150 megawatt circulating 
fluidized-bed coal-fired electric power generation facility in Davao City and Davao del Sur. BDO Capital & Investment 
Corp. has been tapped by Therma South as issue manager and lead manager. Meanwhile, BDO Unibank Inc.-Trust 
and Investments Group was appointed as trustee and facility agent. 

 
 

Consumer 

 Puregold Price Club, Inc. (PGOLD) is planning to open more branches before the end of the year after reaching the 
200-store target ahead of schedule. According to Puregold President Leonardo Davao, the company’s site 
identification and acquisition groups are set to acquire more locations to further expand Puregold’s presence. He 
added that the store count shall be over 200 by the end of 2013. 
 

Financials 

 EastWest Banking Corp is looking to complete its 100-branch expansion program this year. EastWest President and 
CEO Antonio Moncupa affirmed that the bank is indeed on track of its expansion program and hopes that it could 
meet the target number of new branches for the year. The bank said that as of October 14, it already has 337 
branches, from which 290 are main branches and 47 are rural banks. Moreover, the bank has built 45 new branches 
since the beginning of the year while 63 new branches are at various stages of construction. 

11-Oct 18-Oct % Change

PSEi 6,489.80 6,607.83 1.82%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
Trading in the bond market was light during the week as investors stayed 
on sidelines amid fiscal and monetary issues in the US. Investors 
positioned on the medium- to long- tenored bonds bringing yields down 
ahead of the 20-year FXTN auction on Tuesday. For the week, yields 
declined by an average of 3.33 basis points, with the belly and the long-end 
of the curve dropping by 9.75 and 1.71 basis points, repectively. 
 
Data from the Bureau of the Treasury (BTr) showed that government 
borrowings soared by 180% year-on-year to Php148.903 billion in August 
from Php53.191 billion registered in the same period last year. Domestic 
borrowings accounted for majority of the state borrowings as these reached 
Php147.25 billion in August, or 188% higher that last year’s Php51.129 
billion. Meanwhile, external borrowings were trimmed by almost 20% to 
Php1.653 billion from the Php2.062 billion in August 2012. 
 
Philippine Peso 
 
The Philippine peso traded sideways at the start of the week ahead of the 
debt ceiling deadline. As concerns on the fiscal front subsided following the 
11th hour deal, investors shifted their focus on the Fed’s planned tapering of QE3, which is anticipated to be pushed to 2Q2014. 
This buoyed buying interest on for peso. For the week, the local currency appreciated by 6.5 centavos, to settle at 43.070 on Friday.  
 
Data from the Bureau of the Treasury (BTr) showed that state subsidies went up by 31% in August to Php1.791 billion from 
Php1.367 registered in the same period a year ago. For the first eight months of 2013, subsidies grew to Php33.757 billion from the 
Php15.368 billion given to government-owned and –controlled corporations (GOCCs) in the same period last year.  The largest 
share of the subsidiaries went to the National Electrification Administration, receiving Php658 million in August and followed by the 
Philippine Deposit Insurance Corp., which got Php314 million. Meanwhile, the Philippine Postal Corp. was granted Php301 million in 
August while the National Home Mortgage Finance Corp. got Php250 million. 
 
According to the National Statistics Office (NSO), manufacturing output, as measured by the agency’s Volume of Production Index 
(VOPI), accelerated in August, climbing 18.3% from 14.9% in July. NSO said that 3 of the 20 major sectors significantly contributed 
to the increase in production output, which included furniture and fixtures, chemical products and leather products. Meanwhile, the 
Value of Production Index (VAPI) also soared at a faster rate of 10.7% in August from 7.7% growth in July. 
 
Data from the Bangko Sentral ng Pilipinas (BSP) showed that net hot money inflow reached US$631.46 million during the 

September 1 to 27 period. Gross inflows amounted to US$2.445 billion while gross outflows registered US$1.814 billion. The figure 

was a turnaround from the US$441.56 million net outflow in August.  

 

The World Bank is setting aside US$44 million for the country's electric cooperatives (ECs) in order to help them access loans from 

commercial banks, according to World Bank Senior Energy Specialist Alan Townsend. He added that with the additional US$44 

million from the World Bank could help ECs with their investment projects. Investments in ECs could reach roughly US$100 million, 

particularly for their network expansion and renewable energy projects. 

 

According to the Bangko Sentral ng Pilipinas (BSP), remittances for the month of August soared by 6.73% to US$1.918 billion from 

US$1.797 billion recorded in the same period a year ago. This has brought the year-to-date figure to US$14.545 billion or 5.91% 

higher than US$13.733 billion last year. The central bank pointed to the steady deployment of overseas Filipino workers as the main 

driver of the growth in remittance flows. Moreover, remittances from sea-based workers went up by 7.4% to US$3.4 billion while 

those from land-based workers climbed by 5.5% to US$11.1 billion. The primary sources of remittances were the United States, 

Saudi Arabia, the United Kingdom, the United Arab Emirates, Singapore, Canada, and Japan. 

T enor 11-Oct 18-Oct  Change

1m 0.42 0.46 4

3m 0.43 0.42 0

6m 0.55 0.57 2

1y 0.69 0.78 9

2y 2.78 2.66 -12

3y 2.81 2.71 -10

4y 3.45 3.22 -23

5y 3.49 3.46 -4

7y 3.71 3.71 -1

10y 3.84 3.84 -1

20y 4.60 4.69 9

25y 5.40 5.27 -13

Average -3

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (Oct 21- Oct 25) 

 
Now that uncertainties regarding the US fiscal issues have subsided, we expect the market to trade trending upwards next week. 
The 10-day volatility within the market decreased significantly, falling from a high of 49.98 to 13.02—an indication that market 
sentiment is turning positive. Foreign stock investment amounted to a Php460-million net inflow for the week, reversing the 3-week 
trend of net outflows. By noting a strong resistance level set by the peak from July earlier this year and promoting the previous 
resistance to next week’s support level, we expect a trading range between 6,500 and 6,800.   
 
General risk-on sentiment is expected to be short-lived as investors start to focus on the adverse effects of the 16-day US 
shutdown. Growing concerns on its effects on the US economy arose days after the deal was reached with markets pricing in a 
further delay in US Fed’s QE3 taper. Following this view, local government securities and the peso will remain supported in the 
coming week.         

 


