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November 18, 2013 

Global Financial Markets 
 
Global equities were higher during the week on renewed hopes of continued accommodative monetary policies globally. 
US Treasury prices were likewise higher in the wake of three mostly well-received auctions for the week, as well as 
statements from Fed Vice Chair Janet Yellen, which gave rise to hopes that the Fed’s bonds purchases would carry on for 
a prolonged period of time. Meanwhile, the greenback depreciated against its currency peers for the same reason. 
 

Global Equities 
 
Global equities ended the week 

mostly higher following statements 

from Vice Fed Chair Janet Yellen 

that the US economy needed to 

show further improvement before 

the Federal Reserve may begin to 

scale back its stimulus measures. 

US equities had initially weakened 

earlier during the week following 

speeches from Fed officials, which 

strengthened views that a 

December taper is not off the table. 

Federal Reserve of Atlanta 

President Dennis Lockhart said that 

a tapering "could very well take 

place" in December. Meanwhile, 

Federal Reserve Bank of Dallas 

President Richard Fisher highlighted 

his concerns of a ballooning balance 

sheet as a result of this protracted 

quantitative easing. However, strong 

earnings results combined with 

confidence that tapering would not 

come for a long time still, pushing stocks to end the week on a strong note.  

European shares likewise retreated at the beginning of the week, dragged down by sluggish German inflation data and uninspiring 

corporate earnings results. Stock prices only recovered after Vice Fed Chair Janet Yellen’s speech gave rise to hopes that the 

Fed’s monetary policy would remain accommodative.  

Over in Asia, markets were less optimistic, with markets retreating in the middle of the week as China's policy makers failed to 

provide a clear direction on policy over the coming decade. Investors were disappointed with Tuesday's conclusion of the Third 

Plenum, a 4-day summit that was supposed to set the course for the world's second largest economy for the coming 10 years. 

Week-on-week, the MSCI World Index gained 1.54% to 1,612.86. The Dow Jones Industrial Average and the S&P500 climbed 

1.81% and 2.49%, respectively while the MSCI Europe and MSCI Asia-Pacific ex-Japan decreased by 0.21% and 2.06%, 

respectively. 

Economic data releases were mostly mixed, and some showed that the world was still in much need of economic stimulus. 

 According to data released by the Labor Department, American employers added 204,000 workers for the month of 
October, much higher than the market estimate of a 120,000 gain. The figure followed September’s upwardly revised 
gain of 163,000, and indicated that employers were anticipating greater demand as they looked past the 16-day 
government shutdown and the debt ceiling debacle. On the other hand, the jobless rate climbed to 7.3% from an 
almost five-year low of 7.2% in the previous month. Note that Americans who were not working during the week 
covering October 6 to October 12 were considered unemployed, regardless of the temporary nature of their 
unemployment. The survey also showed that the participation rate, which measures the percentage of working-age 
people in the labor force, fell to 62.8%, the lowest since March 1978, from 63.2% in the prior month. 

07-Nov-13 14-Nov-13 % Change

MSCI World 1,588.47 1,612.86 1.54%

MSCI Europe 110.48 110.25 -0.21%

MSCI Asia-Pacific ex-Japan 474.70 464.90 -2.06%

Dow Jones Industrial Average 15,593.98 15,876.22 1.81%

S&P 500 1,747.15 1,790.62 2.49%

Global Equity Performance
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 The number of Americans filing for unemployment claims fell by 2,000 to 339,000 in the week ended November 9, 
following the upwardly revised 341,000. Consensus had called for a decline to 330,000. According to the Labor 
Department, applications for five states were estimates as the workweek was shortened due to the Veterans Day 
Holiday. Meanwhile, the less-volatile four-week moving average of claims fell to 344,000 from 349,750 in the prior 
week.  

 Last October, the US budget deficit narrowed to US$91.6 billion, compared to the US$120 billion shortfall recorded in 
the same month a year ago. The median estimate was for the deficit to come in at US$102 billion. Revenues for the 
month had jumped 8% year-on-year, while spending dropped 4.5. The data showed that increased hiring by 
employers has helped to reduce the country’s deficit as a share of GDP by more than half over the past four years, 
trimming it down from 2009’s record US$1.42 trillion. According to the Treasury Department, the deficit for the 12 
months ended September 30 was 4.1% of GDP and this figure is projected to decline to 3.3% of the economy this 
fiscal year, and to 2.1% in 2015.  

 Last September, the US trade deficit widened by 8% to US$41.8 billion, following the revised US$38.7 billion posted in 
the prior month. Median forecast had called for a deficit of US$39 billion. According to the report, imports of mobile 
phones increased, indicating that companies were optimistic that domestic demand would be sustained. On the other 
hand, the struggle in the global economic recovery has held back demand for US-made goods. 

 Consumer prices in China climbed by 3.2% in October from a year earlier, according to data released by the National 
Bureau of Statistics in Beijing. This compared to the median estimate of 3.3%. Meanwhile, producer prices dropped by 
1.5%, following the 1.3% decline in the previous month. Lower-than-targeted inflation could mean that policymakers 
would take a more measured approach to control credit growth.  

 The Japanese economy grew only 1.9% year-on-year for the third quarter, lower than the 3.8% gain posted in the 
second quarter. The gain was mostly due to government spending and an accumulation of inventories, according to 
the Cabinet Office in Tokyo. Meanwhile, the worsening trade gap removed as much as 1.8 percentage points from 
growth.  

 For the third quarter of 2013, Euro-zone GDP rose by just 0.1% quarter on quarter, slowing from the 0.3% expansion 
posted in the second quarter. This was in line with the median estimate. Germany’s GDP likewise rose just 0.3% 
quarter-on-quarter, meeting the median estimate but slower than the 0.7% increase posted last June. Growth in the 
Euro-zone’s largest country was largely driven by domestic demand, as investment in equipment and construction 
increased, and private and government consumption was slightly higher. Net trade served to drag on growth as 
imports gained and export stalled. Meanwhile, France’s GDP unexpectedly contracted by 0.1%.  

 The Euro-zone’s factory output fell 0.5% month-on-month in September, lower than the market estimate of a 0.3% 
decline. On a yearly basis, however, output rose by 1.1%. The report showed that the decline was led by Germany, 
whose industrial production fell 0.8% month-on-month. French output likewise declined 0.4%, while Italian and 
Spanish production rose 0.2% and 0.4%, respectively.  
 

Global Bonds 

 

US Treasury prices climbed despite the shortened work week, strengthening on the back of a number of well-received Treasury 

auctions and statements from the Fed’s Vice Chairman Janet Yellen that the US economy needed to show more improvement 

before the Fed could begin tapering its bond purchases. Week-on-week, the 10-year benchmark yield lost 6 basis points to 2.69%. 

Tuesday’s US$30 billion 3-year note auction received solid demand, as the notes sold at a yield of 0.644%, only slightly lower than 

the yields for comparable notes traded. Bid-to-cover ratio was 3.46x, higher than the 3.23x average from the past four auctions. 

The US Treasury Department’s US$24 billion auction of 10-year notes on Wednesday received strong demand as well. The notes 

were sold at a yield of 2.75%, compared to the forecast of 2.756%. Bid-to-cover ratio was at 2.7x, compared to 2.58x last 

September. 

On Thursday, the US Treasury Department sold US$16 billion worth of 30-year bonds. The auction was somewhat poorly received, 

as the yields were sold at an average yield of 3.81% compared to the 

forecast of 3.793%. Bid-to-cover ratio was at 2.16x, versus an average of 

2.48x over the past 10 auctions. 

Currencies  
 

The euro weakened against the US dollar at the beginning of the week, 

still on the back of the European Central Bank’s (ECB) surprise cut in 

interest rates last week. However, the shared currency managed to 

strengthen on the greenback’s weakness on renewed speculation that the 

succeeding Federal Reserve Chairman, Janet Yellen, would extend the 

Currencies 

8-Nov 15-Nov % Change

USD/PHP 43.200 43.660 -1.05%

EUR/USD 1.3367 1.3444 0.58%

GBP/USD 1.6017 1.6062 0.28%

USD/JPY 99.05 100.36 -1.31%

AUD/USD 0.9385 0.9322 -0.67%

USD/CHF 0.9215 0.9184 0.34%

EUR/CHF 1.23153 1.23480 -0.26%

EUR/JPY 132.42 134.93 -1.86%
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central bank’s accommodative stance for a longer period of time. In other news, the Japanese yen weakened against its currency 

peers after Japan’s weak GDP figure prompted Finance Minister Taro Aso to state that the nation must retain the option to 

intervene in currency markets. 

Week-on-week, the euro gained 0.58% against the US dollar, while the Japanese yen weakened 1.31% against the greenback and 

1.86% against the euro. 

 

The week ahead (Nov 18 – Nov 22) 

 

Movements of global markets this week were once again largely data-dependent, and were likewise driven by statements from 

various Fed officials. For the coming week, global equities markets could trade lower and investors lock in this week’s gains , and 

maintain a defensive stance amid continued uncertainties in the global macroeconomic environment. Nevertheless, share prices 

should be supported by reassurances of a continued accommodative monetary policy stance globally. US Treasury prices would 

continue to be data dependent, and would likely move in relation to any further comments that indicate as to the timing of the 

inevitable Fed tapering. The euro could weaken once more against the greenback especially as the release of downbeat economic 

data from the region this week could mean further stimulus measures from the ECB moving forward.    
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Philippine Financial Markets 

 
The release of the stronger-than-anticipated US non-farm payrolls data during the weekend has changed the overall 
sentiment of markets since the resolution of US fiscal issues in mid-October. Investors are now pricing in a December 
taper, a turnaround from an initial projection of 2Q13. Moreover, officials of the US Federal Reserve have echoed this view, 
with some highlighting the costs of protracted quantitative easing to the Fed's balance sheet. The general risk-off 
sentiment spilled over the local financial markets, sending prices of equities, government securities, and the peso lower. 
 
 
Local Equities 
 

The local equities market started the week on a downtrend following the release 

of better-than-forecasted US non-farm payrolls data which indicated that tapering 

may come sooner, causing capital flight among foreign investors. Moreover, the 

impact of super-storm Yolanda weighed on investors' concerns that the 

Philippine economy would take a hit.  At the latter part of the week though, the 

market somewhat rebounded, along with regional peers, after comments by US 

Federal Reserve’s incoming chairperson Janet Yellen indicated that bond-buying 

program of the US central bank may not end so soon as previously anticipated.      Week-on-week, the index lost 8.78 points, or -

0.14%, to close at 6,346.40. For the week, foreigners were net sellers at Php2.07billion.  

Conglomerates 

 Alliance Global Group Inc. (AGI) posted a 42% increase in its net profit to Php19.2 billion in the January to 
September period from Php13.5 billion registered in the same period a year ago. AGI President and Chief Operating 
Officer Kingson Sian stated that the group’s financial performance is unprecedented and that its strategy of 
remaining focused on each of its businesses continues to pay off. Moreover, he said that they remain confident that 
the company would be able to attain higher levels of profitability in the long term. The company’s consolidated 
revenues, likewise, climbed by 19% to Php93.4 billion from Php78.3 billion last year. 

 
Properties 

 Listed property firm Vista Land & Lifescapes, Inc. (VLL) posted sales of nearly Php12 billion for the third quarter of 
2013, bringing year-to-date 9-month total sales to a record Php35.5 billion. The company said it was confident it 
would reach its sales and income targets for fiscal year 2013. VLL's real estate revenues for the 9-month period 
totaled Php14.8 billion, while net income reached Php3.8 billion. Chairman of VLL, Manny Villar, stated that with 
sales averaging at almost Php12 billion every quarter, the company should be able to hit a record of Php46 billion in 
sales for full-year 2013. For the most part, the increase in sales can be attributed to their core product, housing, both 
in Metro Manila and in the provincial areas. 
 

Financials 

 Security Bank Corp.’s posted net income attributable to equity holders of Php4.2 billion as of the third quarter, or a 
32.26% drop from Php6.2 billion registered in the same period last year. Meanwhile, the bank’s net interest income 
was reported at Php6.2 billion or 3% higher than the Php6.02 billion recorded last year. The bank stated that total 
deposits rose by 33% year-on-year to Php184 billion amid strong growth in low-cost deposits while loans grew by 
34% to Php145 billion from a year ago. On the other hand, non-interest income totalled Php3.4 billion as of 
September, or down by 32% from Php5 billion a year ago owing to a higher securities trading gain of Php3.7 billion 
during the prior year period. 

 
Power 

 Manila Electric Co. (Meralco) has recently partnered with Integrated Energy Distribution and Marketing Ltd. (IEDM), 
for the takeover of two distribution utilities in Nigeria – Ibadian Electricity Distribution Company Plc and Yola Electricity 
Distribution Co. Plc. Meralco was tapped by the IEDM-led consortium as technical partner for two power firms 
privatized by the Federal Republic of Nigeria. Meanwhile, Meralco acquired 5% equity in IEDM. According to Meralco 
president Oscar Reyes, the distributor views the deal in Africa as a way to promote its power retailer brand overseas. 

7-Nov 15-Nov % Change

PSEi 6,436.49 6,346.40 -1.40%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
Prices of local government securities plunged during the week following the 
better-than-expected US Non-farm payrolls data which reignited concerns 
that the US Federal Reserve may start its quantitative easing tapering 
sonner-than-anticipated. However, losses were slightly tempered following 
the statement by US Fed Chair nominee Janet Yellen that economic data 
still needs improvement before the Fed start scaling down its bond 
purchases. For the week, yields climbed by an average of 7 basis points led 
by the belly which rose by 10.21 basis points. The short- and long-ends of 
the curve, likewise, increased by 2.71 and 8.73 basis points, respectively. 
 
 
 
Philippine Peso 

 
The Philippine peso weakened against the greenback as stronger-than-
estimated US payrolls data signaled that the QE3 tapering may occur 
sooner. The recent super-typhoon Yolanda which struck the country last 
November 8 also dampened investor sentiment. Week-on-week, the local 
currency surrendered 46 centavos to close at 43.660. 
 
Data released by the National Statistics Office (NSO) showed that the country exports expanded for a fourth consecutive month in 
September on the back of robust demand for electronics products. The Philippines’ outbound shipments totaled US$5.05 billion for 
the month, up by 4.9% from the same month last year. On a monthly basis, exports were up by 10.1%. For the first 9 months of the 
year, export receipts amounted to US$40.05 billion, reducing the year-to-date contraction to just 0.09% from the 0.83% drop 
recoded as of August. The country’s top export destination was still Japan, accounting for 22.4% of the total, followed by the US 
and China.  
 

According to the Bangko Sentral ng Pilipinas (BSP) yesterday, the country’s foreign direct investments (FDI) remained positive in 

August, as net inflows grew by 123.44% year-on-year to US$143 million. The amount grew as foreign investments into the country 

surged on the back of a positive outlook for the country’s economic prospects in spite of challenging global economic conditions. 

For the month of August, the net result was mainly due to non-residents’ placements in debt instruments issued by local affiliates of 

US$47 million, overturning the US$44 million net outflow recorded a year ago. Likewise, equity capital was a net inflow of US$42 

million. These brought the year-to-date net FDI was up by over 25% to US$2.758 billion, which exceeds the BSP’s Php2 billion full-

year forecast. 

 

According to the National Statistics Office (NSO), factory output climbed for a third consecutive month in September, rising by 

16.3% year-on-year from 16% in August. The agency attributed the uptick to the increase in two major sectors, namely, chemical 

products and furniture and fixtures. Moreover, other major sectors which include leather products, tobacco products, basic metals, 

wood and wood products, publishing and printing and rubber and plastic products posted double-digit increases as well. 

According to the Bangko Sentral ng Pilipinas (BSP), foreign portfolio investments remained positive in October or a net inflow of 
US$969.33 million which was higher than the previous month’s US$682.73 million and US$40.16 million registered last year. The 
central bank said that this was attributable to the country’s improved economic growth, US fiscal deal that averted a sovereign 
default and country’s bagging of the third investment grade from Moody’s. Moreover, the top five investor countries were the United 
Kingdom, the United States, Singapore, Luxembourg and Netherlands. 
 

According to a statement from a senior government official, the Department of Transportation and Communications (DOTC) may 
postpone Friday’s bidding for the Php17.5 billion Mactan-Cebu airport project in favor dealing with the aftereffects of Supertyphoon 
Yolanda. Note that the bidding has already been postponed once before from its original deadline of August 28 this year. The 
rehabilitation project includes the construction of a new world-class international passenger terminal building that can accommodate 
eight million passengers a year. 
 

T enor 8-Nov 15-Nov  Change

1m 0.25 0.28 3

3m 0.26 0.29 3

6m 0.37 0.41 5

1y 0.94 0.94 0

2y 2.16 2.22 5

3y 2.29 2.41 12

4y 2.96 3.08 12

5y 2.97 3.14 17

7y 3.41 3.47 5

10y 3.53 3.65 11

20y 4.40 4.51 12

25y 4.89 4.92 3

Average 7

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (Nov 18 – Nov 22) 

 
We expect the local equities market to trade upward next week following the comments from Janet Yellen that Fed’s loose 
monetary policy will be here to stay – a positive for emerging markets like the Philippines.  Yellen's remarks seemed to push any 
policy change well into next year, ending a big uncertainty in the financial markets until the end of the year.  More earnings results 
may also serve as support for the index.  We expect the index to trade from 6,300 to 6,500.   
 
On the local fixed income market, the movement of the yields will depend on the expectation of demand for the Php30 billion 
reissuance of 7 year FXTN auction on November 19. Meanwhile on the local currency market, the peso movement will continue to 
hinge on economic data releases from the world’s largest economy which may provide more concrete direction on the tapering of 
the stimulus program. 


