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October 29, 2013 

Global Financial Markets 
 
Global equities markets moved higher on continued optimism from the US’ last-minute deal to avert a default and reopen 
the government, as well as strong economic data from China. US Treasury prices likewise gained on expectations of a 
delay in Fed tapering, especially following the release of lower-than-anticipated non-farm payrolls data. For the same 
reason, the euro appreciated against the US dollar. 
 
 
Global Equities 
 
It was another good week for global equity 

markets on the back of the 11
th

 hour deal 

reached in Washington last October 17. 

Sentiment was further boosted by upbeat 

corporate earnings results from both the 

US and Europe, as well as strong 

manufacturing data from China, which 

suggested that the world’s second largest 

economy could reach its 7.5% growth 

target for this year.  

In the US, equities surged to record highs 

following the release of lower-than-

expected non-farm payrolls data, which 

fuelled bets that the Fed tapering would 

not be occurring anytime soon.  

European shares were also higher on the 

back of hopes for continued loose 

monetary policies, though gains were 

slightly tempered after the European 

Central Bank outlined tougher stress tests 

for the Euro-zone's banking system. The 

ECB announced Wednesday more 

stringent rules on its stress tests of balance sheets of banks under its supervision. As part of the review, and subsequent stress 

tests of bank balance sheets, the ECB will ask all banks included in the assessment to set aside 8% of their risk-adjusted capital as 

buffers against losses on loans and other parts of their balance sheets. The move is aimed to strengthen private sector confidence 

in the soundness of euro area banks and in the quality of their balance sheets. 

Over in Asia, optimism over developments in the US and China’s favorable growth was somewhat countered by concerns over the 

rise in China’s money-market rates. The 7-day repurchase rate of China surged 47 basis points to 4.05% on concerns over the 

country’s credit supply. Note that the People’s Bank of China has suspended selling reverse- repurchase contracts since October 

17 

For the week, the MSCI World index rose by another 1.34%; the MSCI Europe rallied 1.43%; and the Asia-Pacific ex-Japan region 

climbed 0.29%. The Dow Jones Industrial Average index and the S&P500 index likewise gained 0.27% and 0.76%, respecitvely. 

Economic data releases for the week were mostly mixed and closely watched, especially as some of the figures from the world’s 

largest economy had been long delayed in the wake of the partial US government shutdown.  

 US employers added far fewer workers than anticipated in September. Non-farm payrolls expanded by just 148,000 

jobs (Mk test: 180,000). There were revisions to the July and August figures, which showed only 9,000 more jobs than 

previously reported. The August gain was revised up to 193,000 (Prev: 169,000) but July's increase was revised down 

to 89,000 (Prev: 104,000). Meanwhile, the unemployment rate fell to 7.2% in September, the lowest level since 

November 2008. 

17-Oct-13 24-Oct-13 % Change

MSCI World 1,586.64 1,607.92 1.34%

MSCI Europe 107.96 109.50 1.43%

MSCI Asia-Pacific ex-Japan 477.74 479.12 0.29%

Dow Jones Industrial Average 15,371.65 15,413.33 0.27%

S&P 500 1,733.15 1,746.38 0.76%

Global Equity Performance
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October 29, 2013 

 US construction spending reached a near four and a half year high in August. Construction spending went up by 0.6% 

(Mkt est: +0.4%) to an annual rate of US$915.1bln, the highest level since April 2009. In addition, construction 

spending in July was revised to a growth of 1.4% (Prev: +0.6%). Spending was buoyed by a 0.4% increase in public 

construction projects. There was also a boost from spending on private construction projects, up by 0.7% to its highest 

level since January 2009. Private residential construction spending jumped 1.2% to a five-year high. 

 US existing home sales in September declined by 1.9% to a seasonally adjusted annual rate of 5.29 million. 

Moreover, previous month’s data was downwardly revised to 5.39 Million from an earlier estimate of 5.48 Million. 

Meanwhile, the median price of previously owned homes rose 11.7% year-on-year to US$199,200, reflecting 

increasing sales for homes priced more than US$500k and declining sales for properties costing less than US$100k. 

 In contrast to the jobs report released last Tuesday, a compilation of labor market indicators pointed to a gradual 

recovery in the labor industry. The Conference Board employment trends index increased to 114.78 from a revised 

113.98 in August (Prev: 113.54). Year-on-year, the index is up 6.3%   

 Prices of goods imported into the US rose modestly in September, reflecting a rise in fuel cost which is partially offset 

by a decline in prices of automobile imports. Import prices reported a 0.2% increase month-on-month. Petroleum 

import prices rose by 0.8%, while prices on auto imports fell by 1.2% year-on-year. 

 Jobless claims in the US fell 12,000 last week to 350,000. However, the figure was worse than the market estimate of 

a decline to 340,000. According to a Labor Department representative, numbers in California remained elevated due 

to the backlog in claims processing, contributing to the still-steep figure. Moreover, they were unsure as to how many 

of the claims came as a result of the recent partial government shutdown. The less-volatile four-week moving average 

of claims rose to 348,250 from 337,500 while the continuing claims ell by 8,000 to 2.87 million for the week ended 

October 12. 

 The US trade deficit grew 0.4% month-on-month the US$38.8 billion in August following. July's downwardly revised 

US$38.6 billion. Market estimate was for the deficit to be at US$39.4 billion. The slight change indicated that imports 

and exports had mostly stalled, an evidence of the slowing momentum of the global economy. Not including the 

influence of prices, the trade deficit in August was little changed at US$47.3 billion. It was also close to the US$47.7 

billion a month average for the second quarter, indicating trade is so far neither contributing to nor subtracting from 

U.S. economic growth. 

 Export numbers from Asia supported the idea that the region was benefitting from a modest pick-up in global demand. 

Exports from South Korea climbed 2.9% year-on-year in the first 20 days of October, suggesting that the 1.5% 

contraction in September was due to a large number of public holidays. Likewise, a major Taiwanese semi-conductor 

manufacturer (seen as a bellwether for the global economic cycle) reported that its exports in September rose 2.0% 

year-on-year, beating the 1.0% decline forecasted by analysts. The uptick was largely due to stronger demand from 

the US and Europe which rose 7% and 15.6%, respectively. 

 Manufacturing data from China indicated that the world's second largest economy was going to reach its 7.5% growth 

target for 2013. HSBC's preliminary China Manufacturing Purchasing Managers' Index for October registered at 50.9, 

the highest level in 7 months. Readings above 50 indicate an expansion in factory activity. 

 

 

Global Bonds 

 

US Treasury prices continued to rally on expectations of a delay in the Fed’s 

QE taper. The uptrend in prices was sustained, especially after the 

disappointing payrolls figur for September somewhat assuaged fears that 

the ongoing bond purchases would be ended soon. Demand for government 

securities was likewise supported by prospects of a prolonged 

accommodative monetary policy through 2014, which send US Treasury 

yields to their lowest level in three months.  

 

Week-on-week, the 10-year benchmark yield plunged 6.97 basis points to 2.52%.   

 

 

US Treasury Yield Curve

Tenor 17-Oct 24-Oct  +/- bps

3m 0.041 0.030 -1.02

6m 0.081 0.071 -1.01

2y 0.310 0.303 -0.75

5y 1.329 1.301 -2.81

10y 2.589 2.520 -6.97

30y 3.659 3.611 -4.75
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October 29, 2013 

Currencies  
 

As concerns over US fiscal issues subsided, markets started to focus on 

the rescheduled data releases from the US. Trading in the currencies 

market were mostly quiet at the start of the week ahead of key economic 

data releases, including the much-awaited US non-farm payrolls report. 

Following the release of the lower-than-forecasted payrolls figures, the 

euro moved higher against the greenback amid bets that the Fed may 

extend its bond purchases in order to support the US economy. The euro 

was also stronger on the back of improved unemployment data from Spain.  

Week-on-week, the euro gained 0.10% and 0.28% against the US dollar 

and the Japanese yen, respectively. 

 

 

The week ahead (Oct 29 – Oct 31) 

 

Movements in the global markets this week were driven largely by the debt ceiling resolution which was reached in Washington on 

the 17
th
. As a result of these positive developments as well as positive economic data from China, markets were once again found 

in positive territory. For the week ahead, equity markets may trade lower as market players book profits following hefty gains made 

over the previous 2 weeks. Meanwhile, US Treasury prices would continue to be buoyed by hopes on delayed tapering and a 

prolonged low interest rate environment, while the US dollar could weaken against its currency counterparts for the same reason. 

Investors will also be looking to more economic data releases from the US, especially now that the government shutdown has 

ended. The data will help the Federal Reserve assess the economy’s strength, and consequently influence its decision on whether 

or not to taper the bond purchase program in the near future. Economic releases in the US for the coming week include consumer 

confidence, industrial production, inflation and retail sales data.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Currencies 

18-Oct 25-Oct % Change

USD/PHP 43.050 43.135 -0.20%

EUR/USD 1.3558 1.3572 0.10%

GBP/USD 1.6167 1.6211 0.27%

USD/JPY 97.48 98.34 -0.87%

AUD/USD 0.9435 0.9483 0.51%

USD/CHF 0.9017 0.8924 1.04%

EUR/CHF 1.22979 1.23168 -0.15%

EUR/JPY 133.79 134.17 -0.28%
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October 29, 2013 

Philippine Financial Markets 

Profit-taking persisted on the local equities market as investors cashed in on gains following prior week’s rally. 
Meanwhile, risk-on sentiment ensued on the local fixed income and currency markets following the US deal which raised 
the debt ceiling coupled with weaker-than-expected US payrolls data. Yields of government securities declined and the 
Philippine peso appreciated.  
 
 
 
Local Equities 
 

The local equities market succumbed to profit-taking for the week following 

the rally brought by the US debt ceiling resolution. Losses were tempered by 

the release of weaker-than-forecasted US non-farm payrolls, which 

increased the likelihood of a further delay in US Fed tapering.  Locally, SM 

Prime Holdings, Inc. (SMPH) gained substantially for the week after its 

weight in the PSEi increased because of the merger with its property 

development arm SM Development Corporation (SMDC). Week-on-week, 

the index lost 68.02 points, or -1.03%, to close at 6,539.81. For the week, 

foreigners were net sellers at Php4.56billion. 

Conglomerates 

 Metro Pacific Investments Corp. (MPIC) has recently acquired a 51% equity stake in Central Luzon Doctors’ Hospital 
(CLDH) in Tarlac City for Php187 million.  The company said that its fresh funds will be used for the construction of a 
new four-story building, which contains an advanced diagnostic imaging center equipped initially with a 64-slice 
Computed Tomography scan and digital x-ray machines, and soon a 1.5 Tesla Magnetic Resonance Imaging and a 
digital mammography machine. Moreover, the new building is planned to be finished by 2015. 
 

 San Miguel Corp. and Metro Pacific Investments Corp. have welcomed the revisions in the terms of the concession 
contract of the Light Rail Transit Line 1 (LRT-1) Cavite expansion project. According to the Department of 
Transportation and Communications, amendments to the original terms include government absorption of the real 
property tax, a “negative bid” or subsidy for bidders and a guaranteed 5% increase in fares right after completion of 
LRT-1’s extension. However, these changes are still subject to the approval of the National Economic Development 
Board. 

 
Power 

 DMCI Power Corp., a wholly-owned subsidiary of DMCI Holdings, Inc. has been recently awarded of an electricity 
supply agreement (ESA) involving the construction, operation and maintenance of the 15-megawatt (MW) diesel-fired 
plant to supply residents of Oriental Mindoro. The ESA has a term of 20 years. However, the award had been 
subjected to confirmation by Department of Energy that the power distributor conducted a competitive selection 
process. 
 

 Meralco PowerGen Corp. (MGen), the power generation business of Manila Electric Co. (Meralco), has recently 
purchased 20% stake of Global Business Power Corp. amounting to Php7.15 billion. According to Global Power 
Chairman Francisco Sebastian, the partnership with Meralco would definitely help the company strengthen its power 
business. Meanwhile MGen President Oscar Reyes stated that the partnership will combine the expertise of both 
companies which aims to respond to the growing need of ensuring a stable supply of reliable and cost-competitive 
power for the country. 

 
Food and Beverage 

 In a disclosure to the Philippine Stock Exchange, Emperador International, Ltd., the liquor arm of Alliance Global 
Group (AGI), purchased a 409 hectare vineyard located in Madrid, Spain via its Spain-based subsidiary Grupo 
Emperador Spain S.A. Through the acquisition, management aims to support the firm’s brandy production in Spain as 
the company recently launched Emperador Deluxe Spanish Edition, a product made and bottled in Spain. The product 
generated better-than-expected sales since the launch and is anticipated to more than double next year. The brandy 
maker is also preparing the launch of the Emperador Deluxe Spanish Edition in Vietnam next year. 

 

18-Oct 25-Oct % Change

PSEi 6,607.83 6,539.81 -1.03%

Philippine Stock Exchange Index
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October 29, 2013 

Philippine Bond Market  
 
On the local fixed income market, bargain-hunting persisted throughout 
the course of the week, buoyed by the US’ temporary resolution to its 
fiscal issues, coupled with the successful 20-year FXTN auction where the 
government fetched Php40.425 billion tenders or more than twice the 
amount offered. For the week, yields declined by an average of 23.11 
basis points with the belly and long-end of the curve dropping by 28.37 
and 18.42 basis points, respectively. Meanwhile, the short-end of the 
curve sank 20.05 basis points. 
 
The Bureau of the Treasury (BTr) sold Php20 billion worth of 20-year 
Fixed Rate Treasury Notes (FXTN 20-20) at an auction concluded last 
October 22. The reissued notes were sold at a coupon rate of 3.625% with 
an average yield of 4.512%. The government received tenders totaling 
Php40.425 billion, more than twice the amount offered. 
 
 
Philippine Peso 

 
The Philippine peso traded sideways at the start of the week as market 
players remained on the sidelines ahead of US non-farm payrolls data. Data released showed that payrolls rose less than what the 
market had expected and spurred bets that the US Fed may delay the tapering of its stimulus program. This caused the peso to 
strengthen against the greenback until the end of the week. For the week, the local currency appreciated by 2 centavos to settle at 
43.050 on Friday.  
 
The Bangko Sentral ng Pilipinas (BSP) maintained its key benchmark interest and special deposit account rates at 3.5% and 2.0%, 
respectively during its Monetary Board Meeting last October 24. The central bank kept the inflation forecast for 2013 at 3% but 
raised the forecast for 2014 to 4% from 3.9% and trimmed the forecast for  2015 to 3.4% from 3.5%.. 
 
According to the Department of Budget and Management, infrastructure spending as of August increased by 38.5% to Php169.6 
billion from the Php122.4 billion registered in the same period last year. The figure accounted for 57.09% of the Php297.1 billion full-
year infrastructure spending program. Capital outlays, likewise, climbed by 29.7% to Php219.8 billion. Budget Secretary Florencio 
Abad said that consistent improvements in the country’s infrastructure and capital outlay disbursements are proof of the 
government’s commitment to further expand the economy through strategic infrastructure investments. 
 
Data from the Bureau of the Treasury (BTr) showed that the national government’s outstanding debt went up by roughly 6% to 

Php5.46 trillion in July from Php5.157 trillion posted in the same month last year. On a monthly basis, the figure was slightly higher 

than the Php5.45 trillion registered as of end-June. Out of the total debt, Php3.5 trillion or 64.1% was owed to domestic creditors 

while the remaining Php1.961 trillion or 35.9% was from foreign lenders.  

 

The Bangko Sentral ng Pilipinas (BSP) was able to trim its losses by 25% to Php14.36 billion as of August from the Php57.82 billion 

loss recorded last year. The central bank attributed the improvement to lower interest costs following cuts in the SDA yields. BSP 

also noted that it benefited from the weaker peso. Revenues during the eight-month period fell by 6% to Php43.67 billion from 

Php46.22 billion last year. Meanwhile, expenses went down by 20% to Php58.86 billion as of August from Php74 billion due to 

lower interest rates for SDAs. 

 

According to the Board of Investments (BoI), investment pledges grew by 25% to Php309 billion in the first nine months of the year 

from Php248 billion registered in the same period a year ago. Out of the total figure, investments from foreign firms totaled Php51 

billion or 185% higher than Php17.9 billion recorded last year while investments from local investments climbed by 12% to 

Php258.7 billion from Php230.5 billion posted a year ago. Moreover, the BoI added that the United States was on top of the list of 

investors with committed investments amounting to Php41.7 billion, accounting for 82% of the total foreign investment pledges 

recorded during the period. 

Tenor 18-Oct 25-Oct  Change

1m 0.46 0.26 -20

3m 0.47 0.26 -20

6m 0.57 0.38 -20

1y 0.78 0.57 -21

2y 2.66 2.25 -42

3y 2.71 2.26 -45

4y 3.22 3.11 -11

5y 3.46 3.24 -22

7y 3.71 3.48 -22

10y 3.84 3.65 -19

20y 4.69 4.61 -8

25y 5.27 4.98 -28

Average -23

Peso Yield Curve                                       

(PDST-F Reference Rates)
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The week ahead (Oct 29- Oct 31) 

 
We expect the local equities market to trade higher next week as investors start to position on select issues ahead of the third 
quarter earnings results.  Manila Electric Company (MER) released its 9M13 earnings this week at Php13.6 billion (+5% YoY), in-
line with expectations.  Robust results from property and consumer companies will likely continue, but investors will be watching out 
for banks’ results.  Month-end window dressing next week may also serve as support to the index.  Trading range is expected to be 
between 6,450 and 6,650.    
 
On the local fixed income market, we expect yields to continue to decline for the week given the bleak outlook on the US and bullish 
sentiment on the local front. Meanwhile, on the local currency market, we expect the Philippine peso to trade range bound given the 
shortened trading week. 

 


