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31-Oct-13 07-Nov-13 % Change

MSCI World 1,602.86 1,588.47 -0.90%

MSCI Europe 110.15 110.48 0.30%

MSCI Asia-Pacific ex-Japan 480.61 474.70 -1.23%

Dow Jones Industrial Average 15,545.75 15,746.88 1.29%

S&P 500 1,756.54 1,770.49 0.79%

Global Equity Performance

0

200

400

600

800

1,000

1,200

1,400

1,600

1,800

2,000

MSCI World MSCI Europe MSCI Asia-Pacific ex-Japan S&P 500

Global Financial Markets 
 
Global equities markets ended the week mixed amid a raft of mostly positive economic data releases, which left investors 
wondering as to what the next move of central banks around the world could be. US Treasury prices were likewise mixed 
as stronger-than-anticipated US data ignited recurring concerns of an early end to the Fed’s bond purchases. Meanwhile, 
the euro depreciated against most of its currency peers after the ECB decided to cut rates by another 25 basis points to a 
record low of 0.25%.  
 
Global Equities 
 
Global equities ended mixed despite 

upbeat economic data releases 

throughout the week. In the US, 

stocks were higher at the beginning 

of the week as statements from 

various Federal Reserve officials 

implied that the ongoing stimulus 

measures would be needed for an 

extended period of time. However, 

gains were somewhat reversed 

following the release of third quarter 

GDP data, which came out stronger 

than anticipated. This led to 

speculation that the Fed’s bond 

purchase tapering could begin 

sooner than expected.  

Over in Europe, it was mostly quiet 

trading as investors reacted to 

corporate earnings results while 

awaiting the ECB meeting to be held 

on Thursday. Shares were up 

slightly following the surprising 

announcement of a  25 basis point 

rate cut from the ECB, though the 

negative assesment of the economy 

served to temper any significant 

uptick.  

Asian shares were mostly lower as investors awaited an upcoming of China’s leaders this Saturday. The country’s leaders are set 

to map out reforms as the world’s second-largest economy heads for its slowest growth in over twenty years. 

For the week, the MSCI World index slipped 0.90%; the MSCI Europe inched up 0.30%, while the Asia-Pacific ex-Japan region 

declined 1.23%. The Dow Jones Industrial Average index and the S&P500 index gained 1.29% and 0.79%, respecitvely. 

Economic data releases for the week were mostly positive, especially in the world’s largest economy. This sparked some 

speculation on the timing of the Fed’s bond purchase tapering.  

 For the month of October, the Institute for Supply Management’s manufacturing index climbed to 56.4, the highest 

since April 2011, following the 56.2 reading in September. The figure was also higher than the market estimate of 55. 

Note that readings above 50 indicate growth. Production has been sustained by strong sales in motor vehicles as well 

as recovery in the housing market. More importantly, increased growth shows that the recent budget standoff has 

barely affected the rebound in manufacturing since mid-2013.  

 Data released by the Commerce Department showed that for the month of September, US factory orders rose by 

1.7%, slightly lower than the market estimate of +1.8%, but still much better than the -0.1% last August, and the -2.8% 

in July. Orders for manufactured goods improved mainly due to a 12.9% spike in transportation equipment orders. Not 
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including transportation, factory orders actually fell 0.2% in September. Orders for durable goods rose 3.8% in while 

orders for non-durable goods declined 0.2% in September. Moreover, as inventories are now rising faster than 

shipments, the inventories-to-shipments ratio inched higher to 1.30 in September from 1.29 in August. 

 For the month of October, the Institute for Supply Management’s non-manufacturing purchasing managers’ index 

(PMI) improved to 55.4, higher than the market estimate of 54.0 and September’s print of 54.4. The report stated that 

respondents’ comments were mixed, with the majority reflecting an uptick in business, though some did say that they 

were negatively affected by the recently-concluded government shutdown. Showing the most improvement was the 

employment index, which bounced back to 56.2 following the dismal 52.7 in September. Meanwhile, the new orders 

index dropped to 56.8 from 59.6.  

 According to a report released by the National Association of Realtors, prices of single-family homes rose in 88% of 

US cities for the third quarter. Prices rose as buyers competed for limited inventories, which had fewer discounted 

foreclosures. The data indicated that home prices were showing recovery across the country amid a tight supply and a 

smaller shared of distressed sales. The report likewise showed that housing inventory in the third quarter was down to 

5 months from 5.9 months a year earlier. 

 The Conference Board’s index of leading US indicators, which gauges the outlook for the coming six months, rose 

0.7% in September, higher than the market estimate of a 0.6% increase. This rise came despite expectations that 

GDP growth in the third quarter may have slowed, and that employers hired less workers in October. 

 US economic growth picked up in the third quarter as business restocked, though consumer spending expanded the 

slowest in two years, indicating an underlying loss of momentum. GDP grew at an annual rate of 2.8%, much higher 

than the market estimate of 2.0%. This was the fastest pace since the third quarter of 2012, and higher than the 2.5% 

growth in the second quarter. Not including inventories, the economy grew at just 2%. Meanwhile, consumer spending 

was up 1.5%, the lowest level of spending growth since 2009. The report also showed that inflation picked up, though 

underlying price pressures were still weak. The price index for personal consumer expenditures, grew 1.9%, 

compared to the market estimate of 1.4%. Core inflation, which does not include volatile food and energy prices, grew 

by only 1.4%, compared to the market estimate of 1.5%. 

 The number of Americans filing unemployment claims last week fell for a fourth straight week, dropping 9,000 to 

336,000. This was slightly higher than the market estimate of 335,000. Likewise, the less-volatile four-week moving 

average of claims fell 9,250 to 348,250. 

 US consumer credit rose more than expected in September, though credit card usage fell for a fourth straight month. 

Consumer credit climbed US$13.74 billion, higher than the market estimate of US$12 billion, to US$3.05 trillion. 

However, revolving credit, which measures credit-card usage, dropped US$2.06 billion. Non-revolving credit, which 

includes auto loans and student loans, rose US$15.8 billion. 

 In other news, US national chain-store sales fell 1.2% month-on-month in October, data released by Redbook 

Research showed. However, the same report also showed that seasonally adjusted sales were up 3.4% year-on-year.  

The research firm noted that last-minute sales of Halloween-related stocks boosted customer traffic and sales. 

 According to the Beijing-based National Bureau of Statistics and China Federation of Logistics and Purchasing, 

China’s non-manufacturing Purchasing Managers’ Index (PMI) rose to 56.3 last October from September’s 55.4. Note 

that any figure above 50 denotes expansion. The data affirmed that growth momentum could still be relatively robust 

in the coming quarter.  

 A report from the Office for National Statistics indicated that industrial production in the UK climbed by 0.9% in 

September, higher than the market estimate of a 0.6% growth. In Germany, the Economy Ministry also released data 

that showed a 3.3% gain in factory orders in September, much higher than the market estimate of a 0.5% increase. 

 According to data released by Markit, the Euro-zone’s manufacturing purchasing managers’ index (PMI) rose to 51.3, 

meeting the market estimate, from 51.1 in September. Reporting the fastest growth in activity were the Netherlands, 

Austria and Germany, as well as Ireland. Meanwhile, respondents in Italy and Spain reported only modest growth 

rates. 

 

Global Bonds 

 

US Treasury prices were mixed throughout at the week as investors mulled 

over improving economic data releases and their implication on the Federal 

Reserve’s next move regarding its bond purchases. The 10-year benchmark 

yield, in particular, spiked in the wake of a strong services PMI report and 

faster-than-expected manufacturing data. Surprisingly, though, yields 

US Treasury Yield Curve

Tenor 31-Oct 7-Nov  +/- bps

3m 0.036 0.056 2.03

6m 0.081 0.086 0.51

2y 0.305 0.282 -2.33

5y 1.329 1.307 -2.25

10y 2.554 2.600 4.57

30y 3.639 3.708 6.98
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dropped despite the strong 3Q GDP growth data as investors focused more on the ECB’s 25 basis point rate cut and its potentia l 

effects on the Fed. Week-on-week, the 2-year note yield declined by 2.33 basis points to 0.282%, while the 10-year benchmark 

yield rose 4.57 basis points to 2.600%. 

 

Currencies  
 

It was mostly quiet trading at the beginning of the week as investors remained 

on the sidelines ahead of the ECB meeting. Recent weak economic data and 

a low inflation print from the Euro-zone had caused some market players to 

bet that the ECB could cut rates further. True enough, the euro plunged 

against its major trading peers after the ECB announced another 25 basis 

point rate cut to a record low of 0.25%, despite 67 of 70 economists 

forecasting no change. According to ECB President Mario Draghi, he would 

characterize the discussion as being “wholly in agreement about the need to 

act”, adding that there were differences about when to act, with a “significant 

majority” having seen enough evidence to justify the rate cut. He added that 

interest rates would stay low for an extended period of time. 

Week-on-week, the euro lost 0.56% and 1.06% against the US dollar and the Japanese yen, respectively. 

 

 

The week ahead (Nov 11 – Nov 15) 

 

Movements in the global markets this week were driven largely by economic data releases across the globe, as well as 

expectations on the outcome of the ECB meeting. For the week ahead, equity markets may trade with a downward bias as market 

players continue to remain cautious, awaiting more clues on the timing of the Fed’s bond purchase tapering. Likewise, US Treasury 

prices could continue to be buoyed by hopes on delayed tapering and a prolonged low interest rate environment. Meanwhile, the 

euro may continue to weaken against its currency counterparts following the ECB’s surprise rate cut this week, as well as its mostly 

pessimistic assessment of the region’s economy. Investors will also be closely watching more economic data releases from the US, 

especially the non-farm payrolls and unemployment rate slated to be released on Friday. 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.   

 

 

 

 

 

 

 

 

 

 

 

Currencies 

1-Nov 8-Nov % Change

USD/PHP 43.210 43.210 0.00%

EUR/USD 1.3487 1.3412 -0.56%

GBP/USD 1.5926 1.6092 1.04%

USD/JPY 98.67 98.19 0.49%

AUD/USD 0.9438 0.9444 0.06%

USD/CHF 0.9123 0.9166 -0.47%

EUR/CHF 1.23050 1.22925 0.10%

EUR/JPY 133.08 131.69 1.06%
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Philippine Financial Markets 

 
The local equities market fell for the week mostly on the back of stronger-than anticipated US GDP which fuelled concerns 
that the US Fed may start tapering its stimulus program earlier than expected. Meanwhile, buying-interest was seen on the 
local fixed income markets following the successful t-bill auction, benign inflation print and liquidity from the phasing out 
of the SDA facility. Likewise, the local currency slightly appreciated as holiday remittances inflows started kicking in. 
 
 
 
Local Equities 
 

The local equities market started the week on a downtrend after Richard Fisher, 

president of the Federal Reserve Bank of Dallas, suggested in his speech that 

the Fed may taper its bond purchase program sooner than expected.  Later in 

the week, US GDP growth came in at 2.8% versus consensus estimate of 2.0% 

for 3Q13, fueling the possibility that the US Federal Reserve could adjust its 

stimulus program before the end of the year.  This news hit most emerging 

markets including the Philippines.    Week-on-week, the index lost 230.20 points, 

or -3.50%, to close at 6,355.18. For the week, foreigners were net sellers at 

Php2.98 billion. 

Conglomerates 

 Sy-led SM Prime Holdings, Inc. (SMPH) saw its net earnings grow 14% to Php8.43 billion for the first nine months of 
the year from last year’s Php7.4 billion. The main driver of the growth was the firm’s gross revenues, which jumped to 
Php24.77 billion as rental revenues grew 12% to Php20.94 billion due to some newly opened SM malls in 2012 and 
this year. Moreover, five malls in China contributed Php2.17 billion to firm’s gross revenues on the back of the 14% 
growth in revenues of malls in China. 

 
Properties 

 For the first nine months of the year, Ayala Land, Inc. (ALI) reported that its net income grew by 30% to Php8.60 
billion from Php6.62 billion posted in the same period in 2012. The real-estate developer’s consolidated revenues 
stood at Php57.71 billion, up by 38% from the posted revenues worth Php41.86 billion last year as Real-estate and 
Hotel revenues soared by 39% to Php55.78 billion. On the firm’s expenditure side, ratio of the operating expenses to 
revenues dropped to 7.0% from 7.3% last year. 
 

Financials 

 Metropolitan Bank & Trust Co. (Metrobank) reported that its net income soared by 102.49% to Php20.69 billion as of 
the third quarter from Php10.218 billion registered in the same period a year ago. The bank attributed the increase to 
the steady growth in core revenues, robust expansion in treasury and investment activities, and increase in other 
non-interest income. The bank’s total operating income surged 45% YoY to Php60.3 billion while non-interest income 
climbed by 75.03% to Php32.722 billion from Php18.695 billion. The uptick in non-interest income was boosted by 
trading gains from securities and foreign exchange which registered Php14.68 billion as of the third quarter. 

 
Telecommunications 

 For the first nine months of 2013, Philippine Long Distance Telephone Co. (TEL) saw its core net income before 
exceptional items grow 4% to Php28.8 billion from last year’s Php27.7 billion while net earnings after exceptional 
transactions stood at Php29.0 billion, 2% higher than earnings incurred during the same period last year.  TEL’s 
earnings growth was due to gains made on the sale of its BPO unit and the effect of the revised Philippine Accounting 
Standard (PAS) 19 which reversed the manpower rightsizing programs expenses worth Php1.3 billion during the last 
quarter of 2012 and the same amount accrued during the period. Moreover, broadband and internet services 
revenues of the firm rose by 16% to Php19.5 billion. 

 
 
 
 

31-Oct 8-Nov % Change

PSEi 6,585.38 6,355.18 -3.50%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
On the local fixed income market, buying-interest persisted throughout the 
week on the back of the successful t-bill auction last November 24 where 
the government fetched Php94.042 billion tenders or more than four times 
the amount offered. Moreover, market sentiment was also boosted by 
lower than anticipated inflation for October as well as liquidity brought 
about by the phasing out of Special Deposit Account funds. For the week, 
yields declined by an average of 8 basis points led by the belly which 
dropped by 25.71 basis points. The long-end of the curve, likewise, sank 
3.94 basis points while the short-end of the curve climbed by 11.77 basis 
points. 
 
The Bureau of the Treasury (BTr) sold Php20 billion worth of Treasury 
Bills during an auction concluded last November 4. The total amount 
awarded was composed of Php4 worth of 91-day bills with an average 
yield of 0.001%, Php6 billion worth of 182-day bills at an average yield of 
0.001%, and Php7.403 billion worth of 364-day bills, the only tenor not 
fully awarded, at an average yield of 0.278%. The government received 
tenders totaling Php94.042 billion, more than four times the amount 
offered. 
 
 
Philippine Peso 
 
The Philippine peso traded sideways early in the week as positive economic data from the US spurred speculation that the Fed’s 
bond purchase tapering could begin sooner than expected. As the week progressed, the local currency gained strength following 
the release of the country’s benign inflation print for October and as dollar remittances inflows were observed as Christmas season 
draws closer. For the week, the local currency marginally gained by 1 centavos to close at 43.200 on Friday.  
 
For the month of October, the country’s inflation climbed 2.9%, year-on-year, higher than September’s 2.7% increase but lower than 

the market consensus of 3.2%. The uptick was mainly due to the increase in the prices of heavily-weighted commodities such as 

the indices of food and non-alcoholic beverages, as well as the clothing and footwear segment. Likewise, the economy’s core 

inflation, which excludes volatile prices of food and energy items, accelerated to 2.5% in October from 2.3% the previous month.   

The annual increase of the food and clothing indices rose 3.2% and 3.0%, year-on-year, respectively. The October figure brings 

average inflation for the first 10 months of the year to 2.8%, still below the central bank’s targeted range of 3%-5% for the year. 

 

For the month of September, the government’s debt servicing went down to Php45.055 billion, or 34.42% lower than the Php68.707 

billion recorded a year earlier. The decline was mainly due to a reduction in principal payments, which fell 64.46% to Php15.841 

billion from the Php44.573 billion spent last year. Interest payments, meanwhile, rose by over 20% to Php29.214 billion from the 

Php24.134 billion last year. On a year-to-date basis, debt payments totalled Php470.14 billion, or 19% lower than the Php580.391 

billion for the same period last year. 

 

Data released by the Bureau of the Treasury showed that the government’s borrowings fell in September, owing to a decline in both 

external and domestic debt. The total amount borrowed by the government came out to Php31.653 billion for the month, 65.23% 

lower than the Php91.036 billion recorded in September last year. Of the total, domestic borrowings amounted to Php30.65 billion, 

65.73% lower year-on-year. External borrowing likewise fell, dropping 37.59% year-on-year to Php1.003 billion. For the first 9 

months of 2013, total government borrowings amounted to Php477.934 billion, 20.48% lower than the same period last year. Based 

on the national budget, the government has programmed Php630.691 billion for gross domestic borrowings and Php104.34 billion 

for gross foreign borrowings in 2013. 

 

The combined profits of local banks for the first half of the year surged 59.59% to Php98.8 billion, data from the Bangko Sentral ng 

Pilipinas showed. This translated to a 15.46% return on equity, and a 1.99% return on assets. Net interest income climbed 4.91% to 

Php128.61 billion from Php122.584 billion as the low interest rate environment limited gains on loans.  Non-interest income likewise 

grew 59.25% to Php118.304 billion from Php74.289 billion last year. Trading gains grew the most as of June, jumping 125.44% to 

php6.867 billion from Php3.046 billion. 

T enor 31-Oct 8-Nov  Change

1m 0.25 0.25 0

3m 0.25 0.26 0

6m 0.36 0.37 1

1y 0.48 0.94 46

2y 2.43 2.16 -26

3y 2.59 2.29 -31

4y 3.21 2.96 -25

5y 3.26 2.97 -29

7y 3.59 3.41 -18

10y 3.63 3.53 -10

20y 4.41 4.40 -1

25y 4.89 4.89 -1

Average -8

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (Nov 11 – Nov 15) 

 
We expect the local equities market to trade higher next week on the back of third quarter earnings results overshadowing concerns 
in the global markets.  Notable result so far came from Ayala Land, Inc. (ALI) whose 9M13 net income increased to Php8.6 bill ion 
(+30% YoY) with 3Q13 presales growth accelerating to 29% (from 24% in 2Q and 0% in 1Q).  The same performance from other 
listed companies, especially on conglomerates, property and consumer is expected.  Trading range will likely hover between 6,300 
and 6,500. 
 
On the local fixed income market, we expect yields to continue to go down particularly on the belly on the back of liquidity as funds 
continue to move out of the SDA facility. For the long-end of the curve, we expect yields to consolidate for the week. Meanwhile, on 
the local currency market, we expect the Philippine peso to trade range bound as market players will continue to monitor economic 
data releases from the world’s largest economy which will determine the direction of the Fed’s decision to scale back its stimulus 
program. 


