
 

November 17, 2014 

Global Financial Markets 
 
Global equities traded flat week-on-week, reflecting the lack of strong US economic data releases, rising concerns on the 
slump in oil prices, and resurfacing geopolitical risks. Meanwhile, US Treasury prices rose due to weak economic data 
from the US and risk-off sentiment arising from escalated tensions in Eastern Europe. These factors also contributed to 
the US Dollar’s slight appreciation against the Euro. The EUR/USD pair fell 0.18% to close at 1.243 from 1.246 last week. 
  
Global Equities 
 
Global equities traded flat for the 
week, due to the lack of strong 
economic data releases from the US, 
the downward trend in global crude oil 
prices, and the resurgence of 
geopolitical tensions in Eastern 
Europe.  

US share prices closed marginally 
higher at the start of the week, as the 
boost from the low unemployment 
figure compensated for the downward 
pressure from the weaker than 
expected non-farm payroll. Labor 
market indicators and positive 
corporate earnings allowed US 
equities to close higher, with the 
effects spilling over Veterans’ Day 
without any major economic data 
release. Markets ended flat later in the 
week due to low oil prices and 
escalated risks between Russia and 
Ukraine, but closed the week on a 
slightly higher note due to a potentially 
massive M&A transaction in the oil 
services sector. 

European equities were mostly down 
throughout the week as it took cues 
from weak economic data from the US 
during the start of the week, further 
sliding throughout most of the week due to the slump in oil prices and as geopolitical tensions resurfaced. 

Asian shares rose mainly due to country-specific factors, including the start of the Hong Kong-Shanghai trading link next Monday 
and the high probability of the Japanese government pushing through with its snap elections. 

Week-on-week, the MSCI World index crept up 0.51%, led by Asia-Pacific which rose 0.79%. Both major US indices slightly gained 
with the S&P 500 index inching up 0.35% and the Dow Jones Industrial Average index firming 0.33%. Meanwhile, MSCI Europe 
declined -0.35%.  

Economic data were mixed throughout the week, with no market-moving releases scheduled.  

 Reports from the US Labor Department showed that the US labor market is well on its way to recovering—with 
unemployment rate falling to 5.8% and non-farm payrolls gaining 214,000. While the non-farm payrolls fell short of 
market expectations of 231,000 additional jobs, it is important to note that this is the ninth consecutive month where 
the economy has added at least 200,000 jobs—the longest stretch since 1994. 

 Reports from the Federal Reserve show that American consumers took on less debt than expected in September. 
Outstanding credit rose USD15.9 billion, slightly lower than the expected USD16.0 billion. This brought total 
outstanding consumer credit to USD3.27 trillion, equivalent to a seasonally adjusted annual rate of 5.9%. Credit card 
debt grew 2% month-on-month to USD881.8 billion, while outstanding non-revolving credit rose 7.3% month-on-month 
to USD2.39 trillion.  

 The US Conference Board reported an improvement in labor market conditions for October. The Employment Trends 
Index for the month was at 123.09, higher than the revised reading of 121.91 in September. The increase in October 
was brought about by positive contributions from all eight components of the index, with the Percentage of Firms With 
Positions Not Able to Fill Right Now and Initial Claims for Unemployment Insurance being the two largest contributors. 

06-Nov-14 13-Nov-14 % Change

MSCI World 1,707.53 1,716.24 0.51%

MSCI Europe 115.01 114.61 -0.35%

MSCI Asia-Pacific ex-Japan 477.01 480.77 0.79%

Dow Jones Industrial Average 17,554.47 17,612.20 0.33%

S&P 500 2,031.21 2,038.25 0.35%
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 Data from the National Federation of Independent Businesses show that optimism in US small businesses for the 
month of October increased month-on-month. The Small Business Optimism Index went up to 96.1, exceeding market 
estimates of 96.0 and greater than the 95.3 reported in September. The NFIB also reported an increase in capital 
outlay by business owners, registering the second highest since 2008 at 26%. 

 Reports from the Commerce Department showed that growth in wholesale inventories for September was higher than 
expected. Inventories grew 0.3% month-on-month, lower than the 0.6% registered in August but higher than the 0.2% 
expected for the month. While durable goods inventories rose 0.8% month-on-month, non-durables fell 0.6% primarily 
due to decreased inventories of petroleum and petroleum products. 

 The OPEC reported a sharp decline in collective crude oil production for the month of October. Production dropped by 
226,400 barrels a day to 30.25 million for the month, primarily due to the drop in Saudi crude output. Dubai crude 
prices dropped 1.10% to USD77.97/barrel, and Brent crude slid 2.3% to USD79.81/barrel, falling below the 
USD80/barrel mark for the first time in four years. 

 The number of new claims for jobless benefits extended their sub-300k run for the longest stretch since 2000. Initial 
claims for unemployment benefits rose 12,000 to a seasonally adjusted 290,000, versus market estimate of 280,000, 
the highest level since late September, in the week ended Nov. 8. 
 

Global Bonds  
 

US Treasury prices rose over the week, as disappointing key economic 
data were published in the US. Non-farm payrolls data and initial 
jobless claims for the month of October both missed market 
expectations, prompting investors to shy away from their more risk-on 
sentiment the week before. Price appreciation was slightly mitigated by 
a flush of supply in the bond market, as well as the Veteran's Day 
holiday. 
  
Week-on-week, the 2-  and 10-year benchmark yields were down 3.44 
and 4.57 basis points to 0.515% and 2.340%, respectively. 
 

Currencies  

The Euro lost against the US dollar this week, as investors felt more 
optimistic for small businesses in the world's largest economic during 
the month of October. The stronger US dollar was held back slightly 
over disappointing key economic data releases in the US, as well as 
geopolitical tensions rising between Ukraine and Russia. The 
EUR/USD pair fell 0.18% to close at 1.2433 from 1.2455 the week 
before. 

 

 

The week ahead (November 17 – November 21) 

 

Markets movements for the week were mainly driven by geopolitics and the downward trend in oil prices due to the lack of strong 

economic data releases. For the coming week, we expect global equities to trade with a downward bias early in the week as 

geopolitical risks may continue to affect markets, with a possible boost should US PPI and CPI releases be better than expected. 

US Treasury prices may continue to depreciate into next week, as the bond markets continues to fully absorb both the effect of 

lower-than-expected economic data releases, as well as the flush of new money supply. Geopolitical tensions, should they escalate 

further, could put further downward pressure on the EUR/USD performance in the coming week, in the absence of major economic 

data releases. 

 

Currencies 

7-Nov 14-Nov % Change

USD/PHP 45.030 44.865 0.37%

EUR/USD 1.2455 1.2433 -0.18%

GBP/USD 1.5869 1.5660 -1.32%

USD/JPY 114.60 116.26 -1.43%

AUD/USD 0.8637 0.8685 0.56%

USD/CHF 0.9662 0.9667 -0.05%

EUR/CHF 1.20364 1.20194 0.14%

EUR/JPY 142.73 144.54 -1.25%

US Treasury Yield Curve

Tenor 6-Nov 13-Nov  +/- bps

3m 0.020 0.005 -1.52

6m 0.051 0.061 1.02

2y 0.550 0.515 -3.44

5y 1.674 1.620 -5.39

10y 2.386 2.340 -4.57

30y 3.103 3.071 -3.21
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Local Financial Markets 
 
The local equities market ended higher for the week as the market priced in 3Q14 earnings results. On the local fixed 
income space, bond prices continued to decline as a result of lacking fresh leads. 
 
Local Equities    
 
The local equities market traded lower for the week as investors priced in 3Q14 
earnings results. Energy Development Corp. (EDC)  outperformed at 3.98% 
week-on-week after it reported a net income of Php10.5 billion, 78% higher than 
last year, due to higher revenue contribution from its Bacon-Manito geothermal 
plants.  The market, meanwhile, was dragged by Bloomberry after the stock 
declined as much as 7% in a single day.  This happened after the company 
raised US$126 million of equity from an accelerated top-up placement.  The 
PSEi gained 11.62 points, or +0.16%, to end the week slightly higher at 
7,217.34. For the week, foreign investors were net buyers at Php1.07 billion. 

 
Property 

 Vista Land & Lifescapes (VLL) reported a net income of Php4.2 billion for the first nine months of the year, 12 percent 
more year-on-year on the back of a double-digit increase in revenues from core housing products. VLL’s real estate 
revenues grew by 13 percent to Php16.7 billion while sales reservation rose by 9 percent to Php38.7 billion. Gross 
margin for the nine-month period stood at 50.6 percent versus 51.2 percent last year. 
 

 Filinvest Land Inc. (FLI) posted a net income of Php2.89 billion during the first nine months of the year, up 19 percent 
from the same period a year ago due to robust growth in residential development and office leasing operations.  FLI’s 
revenues grew by 27 percent year-on-year to Php11.82 billion on the back of a 31 percent growth in real estate 
revenues.  FLI said it was on track to launch Php17.5 billion worth of residential projects in 2014 to sustain future 
revenue growth. 

 

 SM Prime Holdings Inc. (SMPH) is set to unveil early next year the masterplan for a Php100-billion “future city” in the 
company’s Pasay and Parañaque reclamation projects.  SM Prime president Hans Sy said the masterplan is being 
prepared by a foreign group, Aecom Technology Corp., and will be completed by the first quarter of 2015.  Last 
September, SM Prime announced it plans to integrate the development of two reclamation projects in Pasay and 
Parañaque with a combined area of 600 hectares. 

 
Services 

 

 Manila Water Co. (MWC) reported a net income of Php4.6 billion for the first nine months of the year, an increase of 7 
percent from Php4.3 billion reported last year.  The increase was driven largely by operating revenues growing by 
about the same level to Php12.2 billion from Php11.5 billion in 2013. Manila Water aims to spend Php5 billion this year 
for the rehabilitation and construction of facilities to improve water and sewer services in its MWSS concession area. 
 

 Oscar Reyes, president of Manila Electric Co (Ticker: MER), told reporters that the country's largest power distribution 
utility is spending a total of P65 billion for its distribution business and another P21 billion for its power generation 
business between 2015 and 2019. From 2010 to 2014, MER set these budgets at P50 billion and P20 billion for the 
distribution and generation businesses, respectively. The expenditures will finance investments in customer and load 
growth, technological improvements, reliability, among others. MER aims to have a 3,000MW power generation 
portfolio by 2019. 

 
Mining and oil  
 

 Atlas Mining reported a net income of Php841 million in the January to September period, down 48 percent from 
Php1.6 billion in the same nine months of last year.  The decline in earnings was due to a drop on depreciation and 
financing charges, and higher income tax provision this year on account of the expiration of the income tax holiday of 
wholly-owned Carmen Copper Corp in October 2013. The lapse of the latter's tax holiday offset a double digit growth 
in Atlas Mining's top line, which went up 15 percent to Php12.6 billion from Php10.9 billion last year on the back of 
higher production of copper, gold and nickel. 
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Philippine Bond Market  
 
On the local fixed income space, bond prices continued on an overall 
declining trend, lacking any major fresh leads. Yields rose slightly overall, 
though the market was largely ambivalent to strong exports data and 
Moody's affirmation that the Philippines' investment grade rating was secure 
in the near term.  
 
Week-on-week, yields increased on average by 2.34 basis points. The long-
end of the curve jumped the most by 6.48 basis points, while the short-end 
and the belly dragged upwards at 0.68 and 1.18 basis points, respectively.     
 
 
 
Philippine Peso 
 
The peso appreciated against the dollar throughout the week after hitting the 
resistance at 45.000-level last week.  The dollar lost ground after the change 
in nonfarm payrolls disappointed at 214,000, significantly below the market 
estimate of 235,000.  Moreover, initial jobless claims were also weaker at 
290,000, higher than survey of 280,000. The Peso gained 9 centavos 
throughout the week, to close at 44.940. 
 
The Public Private Partnership (PPP) Center announced that three more companies are set to bid for a contract to operate and 
maintain the Light Rail Transit line 2 (LRT-2), which brings the number of prospective bidders for the project to nine. The PPP 
Center indicated that Aboitiz Equity Ventures (AEV), Autre Porte Technique (APT) Global Inc., and Global Avia have bought pre-
qualification documents from the Department of Transportation and Communications for the operation and maintenance of the 
mass transit system. The winning bidder would operate and maintain the existing 13.8-kilometer LRT-2 from C.M. Recto Ave. in 
Avenida, Manila to Santolan in Pasig City. Part of the PPP would also include the proposed Php 9.7 billion extension project 
covering an additional 4.19 kilometers and two stations all the way to Masinag in Antipolo City. 
 
Reports from the National Economic and Development Authority (NEDA) showed that the country’s merchandise exports topped 
those of major economies in Asia—as Philippine exports soared to $5.849 billion in September. The exports figure is higher by 
15.7% YoY. Meanwhile, NEDA Deputy Director-General and currently Officer-in-Charge Rolando Tungpalan highlighted that the 
country’s export performance for the last two quarters of 2014 culminated remarkably despite slower growth in July (12.4%) and 
August (10.5%). The latest merchandise export growth outturn signals the rebound of the exports sector—which even surpassed 
most economies in the region during the period, Tungpalan added. 
 
Moody’s Investor Service said that the Philippines is unlikely to have a sovereign credit downgrade in the short-term considering the 
country’s strong economic growth and maintained macroeconomic stability. However, the credit agency noted that the Philippines 
should watch out for emergence of macroeconomic instability, which could most likely lead to a substantial deterioration in financial 
metrics, a rise in the cost of debt, or an erosion of the country’s external payments position. Any future signs of macroeconomic 
instability could weigh on credit rating. 
 
Reports from the Bangko Sentral ng Pilipinas showed that jobs-creating foreign direct investments (FDI) more than doubled in 
August as more affiliates and units of foreign firms expanded operations in the Philippines. The BSP said that FDI surged by 112% 
to $299 million in August, which rose from $141 million in the same period last year. 

 
 
 
The week ahead (November 17 – November 21)  
  
We expect the local equities market to trade between 7,066 and 7,330 next week as the market continues to consolidate.  The 
market may test the all-time high again but would depend on the performance of its regional peers.  Key catalysts to watch out for 
would be overseas remittance in the local front and PMI figure in the US. 
 

For the local fixed income market, we expect yields to trade sideways lacking any major fresh leads. Recent run-ups in yields will 
likely prompt downward pressure in the coming week.   

T enor 7-Nov 14-Nov  Change

1m 1.67 1.67 0

3m 1.53 1.54 1

6m 1.83 1.85 1

1y 1.97 1.98 1

2y 2.83 2.92 9

3y 3.20 3.11 -9

4y 3.27 3.30 2

5y 4.17 4.20 3

7y 4.04 4.05 1

10y 4.10 4.27 17

20y 5.16 5.21 4

25y 4.98 4.96 -2

Average 2.3

Peso Yie ld Curve                                        

(PDST-F Reference Rates)


