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Global Financial Markets 
 
Global equities markets rallied for a second week, boosted by robust corporate earnings results and strong economic 
data from the world’s largest economy. US Treasury prices, meanwhile, fell following hawkish comments from the FOMC 
during the week. The US Dollar gained relative to the Euro, on net, by the end of this week despite the latter appreciating 
more days relative to the former. The EUR/USD pair fell -0.73% to close at 1.258 from 1.267 last week. 
  
Global Equities 
 
Global equities rose for a second 
week, buoyed by a batch of 
strong corporate earnings results 
and strong US economic data. 
Gains were slightly tempered 
after the Federal Reserve’s tone 
during its October FOMC meeting 
came out more hawkish than 
expected, even as officials 
affirmed the end of QE whilst 
confirming that short-term rates 
would still be kept near zero for a 
“considerable time”. 

US share prices were mostly 
supported by a batch of good 
earnings results from companies 
such as Procter & Gamble and 
Ralph Lauren, as well as strong 
consumer confidence and much 
better-than-expected GDP data, 
which underscored US economic 
recovery.  

European shares showed meeker 
gains as caution was seen amid 
the dismal results of the 
European Central Bank stress 
test and poor German economic 
data. However, better-than-
anticipated earnings from blue-
chip names managed to boost sentiment.  

Asian shares were pushed higher by country-specific data including a recent World Bank upgrade for the Indian economy, strong 
corporate earnings data and a weaker Japanese yen.   

Week-on-week, the MSCI World index gained 1.76%, led by the Asia-Pacific ex-Japan region, which surged 1.85%. The European 
region gained 0.77%. The Dow Jones Industrial Average index and the S&P500 index rose by 1.78% and 1.61%, respectively, as 
well.  

Economic data releases for the week were mostly positive, which served to lift investor sentiment.  

 US new home sales inched 0.2% higher month-on-month in September to a seasonally adjusted annual rate of 
467,000. This was slightly lower than the market estimate of 470,000, but still the highest since July 2008. August’s 
pace, meanwhile, was downwards revised to a jump of 15.3% month-on-month to a pace of 466,000. Sales for the 
months of June and July were likewise amended lower.  

 According to the National Association of Realtors (NAR), US pending home sales edged up 0.3% month-on-month, 
lower than the market estimate of a 1.0% gain, to a seasonally adjusted index level of 105, following the 1% drop in 
August. On an annual basis, the index was up 1%, the first yearly gain in almost a year. According to NAR chief 
economist, moderating price growth and sustained inventory levels are keeping conditions favorable for buyers. 

 For the month of October, the Conference Board’s index of consumer confidence jumped to 94.5, well outpacing the 
market estimate of 87.0, following September’s upwardly revised 89.0. This was the highest reading since late 2007. 
Consumer expectations for economic activity in the coming six months likewise surged to 95.0 from an upwardly 
revised 83.7. According to Lynn Franco, director of economic indicators at the board, a more favorable assessment of 
the current job market and business conditions contributed to the improvement in consumers’ view of the present 
situation. 

23-Oct-14 30-Oct-14 % Change

MSCI World 1,659.97 1,689.22 1.76%

MSCI Europe 112.07 112.93 0.77%

MSCI Asia-Pacific ex-Japan 472.87 481.63 1.85%

Dow Jones Industrial Average 16,677.90 16,974.31 1.78%

S&P 500 1,950.82 1,982.30 1.61%

Global Equity Performance
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 Last August, the Standard & Poor’s/Case Shiller Home Price Index rose 5.1% year-on-year, lower than the 5.63% 
year-on-year pace recorded in July. The home price index which covers 10 major US cities rose 5.5% annually, and 
the 20-city price composite index rose 5.57%, slightly lower than the market estimate of 5.7%, down from 6.7% in July. 
On a seasonally adjusted basis, the US index rose 0.4%, the 10-city composite index slid 0.2%, and the 20-city gauge 
fell 0.15%, compared to the market estimate of +0.2%. 

 For the third quarter of 2014, the US economy grew at a faster-than-expected annual pace of 3.5%, beating the 
market estimate of +3.0%, but down from 2Q14’s 4.6%. Adjusted for inflation, GDP rose 2.3% year-on-year. Growth 
was buoyed by trade, which added 1.32 percentage points to the GDP figure, as imports declined 1.7% and exports 
jumped 7.8%. Meanwhile, government spending contributed the most growth in five years, increasing at an annual 
rate of 4.6%. Federal outlays were up for the first time in two years, boosted by a large increase in defense spending. 
Household spending grew by just 1.8%, down from the 2.5% registered in 2Q14. More importantly, the price index for 
personal consumption expenditures which is the Fed’s preferred measure for inflation, rose at an annual rate of 1.2%.  

 The number of Americans filing for unemployment benefits rose last week by 3,000 to a seasonally adjusted 287,000, 
beating the market estimate of 285,000, for the week ended October 25. The less-volatile four-week moving average 
of claims dipped slightly by 250 to 281,000, the lowest average reading since May 2000. Meanwhile, the number of 
people filing continuing claims for unemployment benefits rose 29,000 to 2.384 million for the week ended October 18. 
 
 

Global Bonds  
 

US Treasury prices fell back as investors adopted a risk-on sentiment 
following strong economic data from the world’s largest economy, which 
heightened speculation that the Federal Reserve may hike rates earlier 
than expected. Hawkish comments from the FOMC meeting during the 
week, as well as the QE3 termination coming into fruition likewise 
depressed prices of US government bonds. 
  
Week-on-week, the 2-  and 10-year benchmark yields rose 8.30 and 3.46 
basis points to 0.005% and 2.306%, respectively. 
 

Currencies  

The US Dollar gained relative to the Euro by the end of this week despite 
the latter appreciating more days relative to the former. Initially, the US 
Dollar fell on weak new US home sales growing to 467,000 (in September), 
or 0.2% (vs. August growth of 15.3%, YoY) versus consensus of 470,000. 
Pending US home sales likewise disappointed, compared to an improved 
German consumer sentiment index (Gfk) reading of 8.5 (vs. consensus 8.0) 
from 8.4 in September. Many major European banks passed rigorous 
stress tests which further encouraged investors to prefer the Euro early in 
the week. On Tuesday and Wednesday, the EUR/USD pair traded flat 
while everyone waiting for the outcome of the Fed's FOMC meeting 
likewise taking place mid-week. By Thursday, however, the hawkish tone of 
the FOMC outcome, coupled with the definite end to quantitative easing 
this month and higher-than-expected September US GDP print of 3.5% (vs. 
consensus 3%) caused the greenback to rally despite surprises to the down-side on consumer spending and initial jobless claims 
data capping Dollar gains. The EUR/USD pair fell -0.73% to close at 1.2579 from 1.2671 last week. 

 

 

The week ahead (November 3 – November 7) 

 

Markets movements for the week were driven by corporate earnings results, strong economic data and news of the FOMC meeting. 

For the coming week, we expect global equities to trade with a downward bias as investors may book profits following two straight 

weeks of gains. US Treasury prices may continue to move lower as investors take the Fed’s hawkish comments to heart, though 

weakness out of the Euro-zone may support demand for safe-havens. Next week, we are looking at US manufacturing PMI data, 

trade balance and the widely-watched non-farm payrolls report. The Euro is likely to stay under pressure, given expectations that 

the ECB may soon commence covered bond buying, starting with corporate, as part of its stimulus program. Weakness in France 

this week, meanwhile, offset the positive Purchasing Manager Index (PMI) print from Germany and may cap EUR/USD 

performance next week. 

 

Currencies 

24-Oct 31-Oct % Change

USD/PHP 44.810 44.900 -0.20%

EUR/USD 1.2671 1.2608 -0.50%

GBP/USD 1.6090 1.5995 -0.59%

USD/JPY 108.16 109.28 -1.02%

AUD/USD 0.8793 0.8829 0.41%

USD/CHF 0.9519 0.9563 -0.46%

EUR/CHF 1.20620 1.20572 0.04%

EUR/JPY 137.04 137.79 -0.54%

US Treasury Yield Curve

Tenor 23-Oct 30-Oct  +/- bps

3m 0.005 0.005 0.00

6m 0.046 0.051 0.51

2y 0.386 0.469 8.30

5y 1.493 1.572 7.90

10y 2.271 2.306 3.46

30y 3.043 3.046 0.32
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Global Financial Markets 
 
The local equities market rallied for the second consecutive week with investors regaining optimism from economic 
strength in the US and anticipation of strong third quarter results from local corporates. On the local fixed income space 
this week, bond prices traded sideways in anticipation of the outcome of the Fed's FOMC meeting, mid-week, only to rally 
Thursday after it was decided to finally end quantitative easing. 
 
Local Equities  
    

The local equities market surged for the second consecutive week, breaching 
again the 7,200-level and reaching a 3-week high. In the early days of the 
week, investors were seen positioning on the sidelines as they waited for the 
results of the FOMC meeting last Thursday as well as the performance of 
local companies in the third quarter. Regained optimism in the market was 
observed after the well-anticipated termination of the Fed's quantitative 
easing program and above-estimates' 3Q GDP growth affirmed continued 
recovery in the US. This week also started the earnings season with MER, 
BDO and AEV kicking off the releases. Results thus far were mainly in line 
but still led to increased confidence in the market. Moreover, month-end 
portfolio rebalancing helped boost the local bourse. The PSEi gained 112.18 points, or 1.58% to close Friday at 7,215.73. For the 
week, foreign investors were net buyers at Php73.12 million. 

 
Holdings 

 Despite the possible rebidding for the Php35.4-billion Cavite-Laguna Expressway, Ayala Corp. (PSE ticker: AC) said that 
it would continue participating in the government's public private partnership (PPP) projects. At present, the 
conglomerate is looking at the Php123-billion Laguna Lakeshore expressway dike project, the largest PPP project to be 
rolled out by the Aquino administration. It is also interested with the Bulacan bulk water supply project and LRT-2. 

 Listed conglomerate, Ayala Corp. (PSE ticker: AC), disclosed that it sold 20 million preferred Class "B" Series 2 shares 
at Php500 per share. It was able to raise a total of Php13.5 billion to be used to prepay Php12.95 billion of outstanding 
debt. The preferred shares are cumulative with a dividend rate of 5.575%, nonconvertible, nonvoting and no pre-emptive 
rights. 

Properties 

 Listed property firm Megaworld Corp. (PSE ticker: MEG) has allotted Php10 billion over the next five years to develop its 
15th township project, Alabang West, which is a 62-hectare prime property in Las Pinas. The new township 
developments will include a 1.3-kilometer commercial and retail row, and an exclusive Alabang West Village with 788 
residential lots ranging from 250 to 800 square meters.  

 The Century Properties Group (PSE ticker: CPG) acquired a stake in the 6-storey building of Pacific Star development in 
Makati City in exchange for assuming an existing loan. This was in line with CPG's efforts of building up its commercial 
portfolio to 160,000 square meters (sqm) by 2019. The property, which has more than 5,900 sqm of leasable space, is 
expected to immediately contribute to CPG's earnings as it is fully leased out. CPG also intends to open Centuria 
Medical Makati, a 28-storey out-patient medical facility within Century City, by the end of the year. 

Mining and oil 

 Philex Petroleum Corp. is looking to invest in liquefied natural gas (LNG) in an effort to develop new sources of energy. 
According to the company’s chairman Manuel V. Pangilinan, the company is open to the possibility of developing an 
indigenous natural gas field or investing in an LNG power plant. According to data released by the Department of 
Energy, the Malampaya natural gas field will run out of gas in 2024, highlighting the need for other sources of energy. 

 Manuel V. Pangilinan-led, Philex Mining Corp. (PSE ticker: PX) disclosed that its net income for the first nine months of 
year dropped 34.27% from Php1.44 billion last year to Php950.6 this year. PX attributes the decline to the lower ore 
grades and weak international metal prices. Consolidated revenue, however, was up by 8% from Php7.73 billion last 
year to Php8.378 billion this year. In the third quarter, its gold production increased from 25,844 ounces to 26,458 
ounces whereas its copper production declined from 8,728,904 pounds to 8,642,509 pounds. PX has earmarked Php4 
billion for capital expenditures this year, with Php3.4 billion set aside for exploration work at Silangan project and the 
remaining for areas surrounding Padcal mine. 

24-Oct 31-Oct % Change

PSEi 7,103.55 7,215.73 1.58%

Philippine  Stock Exchange  Index
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Financials 

 Henry Sy-led BDO Unibank Inc. (PSE ticker: BDO) reported lower net income in the first nine month of the year relative 
to the same period last year. Net income from January to September 2014 was Php16.8 billion, 7.69% lower than the 
Php18.2 billion registered in 2013. However, on a quarterly basis, BDO's net income grew by 41% year-on-year to 
Php5.7 billion. Net interest income climbed 21% to Php37.5 billion due to the 22% increase in customer loans to 
Php1.03 trillion. Total deposits also jumped higher to Php1.4 trillion, driven by low-cost deposits. Gross non-performing 
loans (NPL) improved, falling to 1.4% from 1.5% as at end-2013. The Bank is confident in achieving its full-year target 
for 2014 of Php22.8 billion. 

Services 

 Metro Pacific Investments Corporation's power distribution subsidiary, Meralco (PSE ticker: MER) posted a 7% increase 
in net income for the first nine months of the year. Net earnings grew from Php13.6 billion last year to Php14.3 billion this 
year, fuelled by a 2.5% expansion in energy sales volume to 26,253 gigawatt-hours from 25,616 last year. The food and 
beverage, basic metals, rubber and plastics sectors drove the increase. The number of its customers also climbed 
higher by 4% year-on-year to 5.5 million, the highest growth in 15 years. 

Industrials 

 Andrew Tan-led Emperador Inc. (PSE ticker: EMP) secured a loan from two foreign banks through its international 
subsidiary. The 210 million pound loan from HSBC and JP Morgan Chase Bank will be used to finance the acquisition of 
whisky maker Whyte & Mackay. EMP expects its international business to account for about a third of its earnings by 
2017. 

 In a disclosure to the Philippine Stock Exchange, Andrew Tan-led Emperador Inc. (PSE ticker: EMP) said its net profit 
climbed 15% to Php1.5 billion in the third quarter of 2014 from the Php1.3 billion posted the same period last year. On a 
year-to-date basis, EMP's net income grew by only 2% from Php4.5 billion reported in the first nine months of 2013 to 
Php4.6 billion this year. EMP accounts the earnings recovery to stronger volume and higher margins. The Company 
targets to double net income in three years. 

 Holcim Ltd. (PSE ticker: HLCM) 's net income for the nine months ending September 2014 reached Php4.04 billion, 8% 
higher than that reported last year of Php3.74 billion. Net sales grew by 12.8% to Php24.97 billion from Php22.14 billion 
in 2013 as demand for cement remained robust. HLCM imported more clinker during the period so as to ensure 
adequate demand. It expects to increase clinker imports from 600,000 in 2013 to 800,000 in 2014. Moreover, HLCM 
expects to complete the acquisition of Lafarge Republic Inc.'s (PSE ticker: LRI) assets by middle of next year. 

 
Philippine Bond Market  

 
On the local fixed income space this week, bond prices traded sideways in 
anticipation of the outcome of the Fed's FOMC meeting, mid-week, only to 
rally Thursday after quantitative easing finally ended. Early in the week, 
investors took profit to reduce risk ahead of the Fed meet, driving prices 
down slightly. On Wednesday, limited bargain hunting supported prices on 
the first day of the meeting. On Thursday, bond prices rallied sharply on 
finality with regard to the end of the Fed's quantitative easing stimulus 
program. The reduced uncertainty coupled with moderating inflation for 
September and most likely October, which allow the BSP more latitude 
with regard to monetary tightening in face of the Fed's move, caused some 
investors sitting on the fence to buy into the market.  
 
The first-half of the trading week was quiet in the absence of market 
moving developments besides the FOMC meeting. Investors waited to see 
if the slew of positive economic data was enough to ensure that 
quantitative easing would end this month as expected. Breaking with their 
habit of issuing dovish statements, post-meeting, the Fed acknowledged 
that recent indicators, particularly in labor, were encouraging and attests to 
the robustness and sustainability of the ongoing recovery. Still, new 
concerns raised by the Fed that a rapidly strengthening US Dollar would 
hurt American trade competitiveness, led investors to re-enter the local 
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fixed income market on speculation that widely anticipated Fed rate hikes could be delayed and that BSP would refrain from 
tightening for the rest of the year, given the benign inflation in September and probably October.  
 
For this week, yields fell -2.85 basis points, on average, across the length of the curve with the belly and long-ends losing -1.0 and -
11.69 basis points, respectively. The short-end, meanwhile, gained 1.46 basis points. 
 
Philippine Peso 

 
The Peso depreciated slightly relative to the US Dollar this week, despite having gained more days than lost against the greenback. 
The Peso strengthened for the first three days of this week as low oil prices leading to benign inflation expectations, lower corporate 
demand and the country's improving fiscal position, swayed some investors to turn bullish on the Peso. Otherwise, the currencies 
market was largely uneventful with investors transfixed on the outcome of the Fed's FOMC meeting this week. On Thursday, when 
uncertainty was reduced with regard to the final Fed stimulus tapering taking place to completely unwind the quantitative easing 
program, the Peso fell sharply, closing the day at 44.90 or down -0.20% from last Friday's 44.81. The prospect of Fed interest rate 
hikes being the next step, post-QE, led some to flee the Peso in favor of the US Dollar. 
 
According to a survey conducted by the World Bank, doing business in the Philippines became more difficult in 2014, partly due to 
Manila’s truck ban. However, as a result of a methodology change, the country’s rank in the world rose to the highest ever, a 
reflection of gains from 2013 that were only recognized in the latest report. The World Bank’s latest “Ease of Doing Business” report 
showed a nine-point decline in the Philippines’ rank in a list of 189 countries. Based on the survey, the Philippines is now 95th in the 
world, following the revised rank of 86th last year. 
 
For the month of September, the Philippines registered a budget deficit of Php5.2 billion, following August's surplus. This brought 
the 9-month cumulative deficit to Php31.1 billion, about 12% of the programmed deficit for the year. According to Finance Secretary 
Cesar Purisima, the narrower deficit year-on-year was due to the growth of revenue collections. Total revenues for the month grew 
21% to Php154.6 billion, while year-to-date collections spiked 13% to Php1.4 trillion. 
 
According to the Department of Transportation and Communications (DoTC), it is targeting to complete over Php258 billion worth of 
infrastructure projects by 2019, in line with the targeted deadline for the Japan International Cooperation Agency’s (JICA) Php2.61 
trillion road map for Transport Infrastructure Development for Metro Manila. The following projects are schedule for completion from 
2016 to 2019: the Php30.40 billion Operation and Maintenance (O&M) of Iloilo Airport; the Php40.57 billion O&M of Davao Airport; 
the Php20.26 billion O&M of Bacolod Airport; the P5.23-billion O&M of Puerto Princesa Airport; and the Php15.92 billion 
Laguindingan Airport O&M, among others. 
 
The week ahead (November 3 – November 7)  
  
We expect the local equities market to trade within the range of 7,070 to 7,331 with a downward bias as the sharp hike during the 
final trading hours of the day due to portfolio rebalancing is expected to be corrected next week. Moreover, earnings results of local 
companies would definitely direct the movements in the market. 
 

For the local fixed income market, we expect yields to trade sideways with a slight downward bias given the Bureau of Treasury’s T-
Bill auction, US non-farm payroll data and local October inflation releases. 


