
 

November 24, 2014 

Global Financial Markets 
 
Global equities traded slightly higher week-on-week, reflecting the strong economic data releases from both the US and 
Europe, which was marginally offset by weak 3Q 2014 GDP contraction in Japan and rising concerns on the slump in oil 
prices, and resurfacing geopolitical risks. Meanwhile, US Treasury prices rose after positive US economic data releases 
like the CPI and the Leading Index. This also pushed the greenback to appreciate against the Euro on top of weak 
manufacturing growth in Europe.   
 
Global Equities 
 
Global equities traded stronger 
this week following a string of 
positive economic data releases 
in the US and as markets 
continued to price in country-
specific news.  

US share prices trended 
upwards on the back of strong 
economic data releases in the 
US. Investors reacted positively 
to news that existing home 
sales, consumer price index 
print, and retail sales all came in 
stronger-than-expected. 
Investors focused on the positive 
economic data releases in the 
US, as both major indices ended 
positively despite reports from 
the US Commerce Department 
that indicated a weaker-than-
expected housing starts figure.  

 

Meanwhile, European equities 
rallied on the back of stronger-
than-expected GDP figures for 
key European countries and as 
markets viewed the positive 
economic data releases in the 
US with optimism.  

 

Asian shares fell mainly due to country-specific factors, including the contraction in Japan’s third quarter GDP—thus marking the 
entrance of Japan into a technical recession and the commencement of the Hong Kong-Shanghai trading link. 

 

Week-on-week, the MSCI World index crept up 0.54%, led by MSCI Europe—which rose 0.74%. Both major US indices slightly 
gained with the S&P 500 index inching up 0.46% and the Dow Jones Industrial Average index firming 0.19%. Meanwhile, MSCI 
Asia Pacific ex Japan declined -1.99%.  

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

 Reports from the US Commerce Department showed that housing starts dropped -2.8% month-on-month. This figure 
came in shy of market expectations during October, as the market estimated a 0.8% increase for the month. The silver 
lining within the released figures was news that the decline was entirely driven by a slump in multi -family properties. 
Meanwhile, starts for single-family homes (roughly two-thirds of the market) jumped 4.2% month-on-month to reach 
their best pace since November 2013.\ 
 

 Reports from the National Association of Home Builders/Wells Fargo showed that the gauge of confidence among 
home builders rebounded this month led by more optimism over present and upcoming sales of single-family homes. 
The gauge rose four points to 58 in November, which is near the highest level in nine years. It is important to note that 
November marks the fifth consecutive month of above-50 readings. 
 

13-Nov-14 20-Nov-14 % Change

MSCI World 1,716.24 1,725.47 0.54%

MSCI Europe 114.61 115.46 0.74%

MSCI Asia-Pacific ex-Japan 480.77 471.19 -1.99%

Dow Jones Industrial Average 17,652.79 17,685.73 0.19%

S&P 500 2,039.33 2,048.72 0.46%

Global Equity Performance
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 US consumer price index printed unchanged month-on-month, above the market estimate of a -0.1% change. Year-
on-year, consumer prices were higher by 1.7% for a third successive month. The “core” CPI rose a seasonally 
adjusted 0.2%, versus market estimate of +0.1%. Energy prices slumped 1.9% month-on-month and 1.6% year-on-
year. 
 

 Reports from the National Association of Realtors showed that sales of existing homes rose to their highest level in a 
year during October. It is important to note that October was the sixth month in seven that sales rose from the 
preceding month. Sales in October increased 2.5% year-on-year, which is the first time so far in 2014 that sales rose 
rather than fell on an annual basis. The sales of previously owned homes rose 1.5% month-on-month, coming in 
higher than market estimates of -0.4% to a seasonally adjusted annual rate of 5.26 million (market expectation: 5.15 
million). 
 

 Retail sales rose 0.3% in October, after a 0.3% decline in September, rebounding as gasoline prices continued to 
slump. Retail sales account for one-third of consumer spending in the US. A preliminary reading of the consumer 
confidence index rose to 89.4, its highest level since July 2007, from a final October reading of 86.9. 
 

 Third-quarter GDP growth figures were released in Europe, with regional growth reaching 0.2% on a quarter-on-
quarter basis. The figure was reportedly slightly better than expected. Germany's GDP grew 0.1% in 3Q, while 
France's GDP expanded 0.3%. More notably, Spain's and Greece's GDP growth figures rose 0.5% and 0.7%, 
respectively. 

Global Bonds  
 

US Treasury prices rose over the week on the back of economic data 

releases that point towards a stronger US economy.  The consumer price 

index for October was unchanged month-on-month, better than market 

estimate of a -0.1% change.  The Leading Index also came out better-than-

expected at 0.9% versus consensus of 0.6%.  Week-on-week, the 2- and 10-

year benchmark yields were down 0.67 and 0.26 basis points to 0.509% and 

2.337%, respectively.  

 

 

 

Currencies  

 

The Euro weakened against the dollar for the week amid positive economic 

US data and weak manufacturing growth in Europe.  Consumer prices, 

leading index and existing home sales in the US exceeded market 

expectations. Meanwhile, Germany’s November manufacturing print came 

out at 52.1, a 16-month low and down from October’s final reading of 53.9.  

The Euro depreciated by 0.33% to close at 1.2484 from 1.2525 the week 

before. 

 

 

 

 

 

 

The week ahead (November 24 – November 28) 

 

Markets movements for the week were mainly driven by strong economic data releases and the downward trend in oil prices. 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 GDP revision come out positively. US Treasury prices may continue to appreciate 

next week as the market prices in a stronger US economy.  Key figures to watch out for will be the new home sales and consumer 

confidence in the US.  Another disappointing data from the Eurozone may put downward pressure on the EUR/USD pair especially 

after German manufacturing growth came out lower than expected last week. 

Currencies 

14-Nov 21-Nov % Change

USD/PHP 44.940 44.980 -0.09%

EUR/USD 1.2525 1.2484 -0.33%

GBP/USD 1.5669 1.5655 -0.09%

USD/JPY 116.29 117.92 -1.38%

AUD/USD 0.8750 0.8614 -1.55%

USD/CHF 0.9591 0.9635 -0.46%

EUR/CHF 1.20131 1.20285 -0.13%

EUR/JPY 145.67 147.2 -1.04%
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Local Financial Markets 
 
The local equities market ended slightly higher for the week as the market priced in 3Q14 earnings results and on the back 
of strong economic data releases in the US. On the local fixed income space, bond prices traded sideways as profit-taking 
eroded gains earlier during the week. 
 
Local Equities    

 
The local equities market traded higher for the week as investors continued to 
absorb the end of 3Q14 earnings results, economic data releases both in the US 
and the Philippines, and news of additional fund raising activities. Semirara 
Mining Corporation (SCC)  outperformed at 4.37% week-on-week after investors 
took positions following the Company’s weaker-than-expected 3Q2014 earnings 
results. The market priced in future power developments of the Company 
especially considering the looming power crisis expected to hit the Philippines.  
The PSEi gained 58.84 points, or +0.82%, to end the week slightly higher at 
7,276.18. For the week, foreign investors were net buyers at Php 7.05 billion. 

 
Property 

 SM Prime Holdings Inc. is looking to raise additional funds via the debt market to finance its entry into OCLP Holdings, 
Inc., owners of strategic land bank areas in the Ortigas Business District that includes the Greenhills Shopping Center. 
SM Prime chief finance officer Jeffrey C. Lim said that the company may resort to fundraising activities to finance its 
acquisition of stakes in the Fernando Ortigas group of OCLP. 
 
 

 Robinsons Land Corporation (RLC) is looking to add more muscle to its office property portfolio, as it plans to expand 
outside Metro Manila in order to develop synergies with its geographically diverse mall developments. RLC to date 
has 10 existing office buildings under its portfolio, nine of which are in Metro Manila and one in Cebu. RLC general 
manager for office buildings division Faraday D. Go said that RLC has several locations that they are looking into, 
mostly those with existing malls. 

 
Financials 

 Union Bank of the Philippines (UBP) sold Php7.2billion Tier 2 notes to expand the bank’s capital and support growth in 
its expanding lending and investment businesses. The final issue size increased from a base of Php5 billion due to 
strong demand from retail and institutional investors. The notes have a tenor of ten years and three months, with a 
coupon rate of 5.37%. UBP has the option to call the bonds after five years and three months. 

 
 

Services 
 

 Macau-based casino giant Melco Crown Entertainment Ltd. is looking to make its dreams in Manila come true, as it 
plans on launching the soft opening of City of Dreams Manila (CODM) next month. Melco Crown chairman Lawrence 
Ho said CODM, the second of four resort-casinos in Entertainment City, would have a soft opening next month and a 
grand launch before the Chinese New Year next year. Ho added that he believes the Philippine gaming market 
continues to grow strongly and the introduction of CODM will significantly strengthen Manila’s appeal to both local and 
international clients seeking an exciting leisure and entertainment experience. CODM would offer both gaming (365 
gaming tables, 1,680 slot machines, and 1,680 electronic table games) and non-gaming (981 hotel rooms, retail and 
dining spaces) amenities. 
 

 Philippine Long Distance Telephone Co. (PLDT)’s Smart Communications Inc. has tied up with budget airline Cebu Air 
Inc. to allow inbound tourists to stay online and connected while traveling around the Philippines. Under the strategic 
partnership agreement, passengers aboard the inbound international flights of Cebu Pacific could purchase the Cebu 
Pacific Fun Data SIM powered by SmartBro from the cabin crew inflight beginning December 1, 2014. Michele Curran, 
first vice president for Data and International Services at Smart said that the partnership is in line with the campaign of 
the Department of Tourism (DOT) to lure more foreign visitors into the Philippines. This is essentially important as the 
DOT expects tourist arrivals to grow further in the coming years—as the Aquino administration aims to double tourist 
arrivals to 10 million by 2016 from roughly 5.7 million this year. 
 

  

14-Nov 21-Nov % Change

PSEi 7,217.34 7,276.18 0.82%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
On the local fixed income space, bond prices traded sideways, as gains early in 
the week were pared by profit-taking during the latter part of the week. 
Significantly changing week-on-week is the 5-year rate due to the auction of 5-
year treasury bonds last Tuesday.  
 
Week-on-week, yields decreased on average by 0.2 basis points. The hike in the 
short-end of the curve of 10 basis points, was offset by the decline in the belly’s 
yields of 8.4 basis points, with the long-end unchanged week-on-week.     
 
Philippine Peso 
 
The peso depreciated slightly against the dollar due to despite climbing against 
the greenback earlier during the week due to lower inflation expectations for the 
US. However, Japan’s GDP disappointment led to the yen’s depreciation, 
affecting regional currencies. Positive economic data releases from the US 
further led to the US dollar’s rally. The Peso shed 4 centavos throughout the 
week, to close at 44.980. 
 
The Bureau of the Treasury (BTr) reported that the government issued Php3.76 
trillion worth of debt as of October. Outstanding short-term treasury bills 
amounted to Php271.14 billion, with Php89 billion in 91-day T-bills, Php84 billion in 182-day T-bills, and Php98 billion in 364-day T-
bills. The bulk of the government’s outstanding debt as of October were long-term treasury bonds amounting to Php3.48 billion. 
 
Data from the Bangko Sentral ng Pilipinas showed that OFW remittances grew 7.9% year-on-year to USD2.11 billion in September 
2014, registering the second-highest level of remittances for a single month after last December’s USD2.17 billion. On a year-to-
date basis, cash remittances increased by 6.1% to reach USD17.6 billion. The bulk of the cash remittances, amounting to 
approximately 80% of the total, came from the US, Saudi Arabia, UAE, the UK, Singapore, Japan, Hong Kong, and Canada. 
 
Reports from the Department of Budget showed that public infrastructure spending rose by only 3.7% in the first 8 months of the 
year to Php176.2 billion. This brings total government disbursements to Php1.3 trillion from January to August, which is an increase 
of 6.1%, or Php74.5 billion, year-on-year. Budget Secretary Florencio Abad said that in order to expand their socio-economic plan, 
the government has dedicated its budget allocation to pouring investments toward infrastructure development aside from the social 
services and education sectors. 
 
Data from the Bureau of Internal Revenue showed that total collections in October grew by 6.5% year-on-year. The BIR reported 
collections of Php101.80 billion, higher than the Php95.6 billion last year but short of the Php114.1 billion targeted collections. 
Majority of the collections came from the Large Taxpayers Service, contributing Php60.03 billion or 58.9% of the total. Contributions 
from regional offices amounted to 38.9% of total collections, or Php39.61 billion. The remaining 2.2% came from non-BIR 
operations, reaching Php2.16 billion for October. Year-to-date, total collections totaled Php1.098 trillion. 
 
The Bangko Sentral ng Pilipinas reported a balance of payments surplus of USD24 million for October, primarily due to foreign 
exchange deposits by the national government and income from the BSP’s foreign investments. Year to date, the Philippines’s BOP 
position amounted to a USD3.4 billion deficit, lower than the projected surplus of USD1 billion. Foreign exchange reserves, on the 
other hand, were at USD79.3 billion as at the end of October. 
 
 
The week ahead (November 24 – November 28)  
  
We expect the local equities market to trade between 7,170 and 7,314 next week as the market continues to consolidate, as the 
year-end approaches.  Key catalysts to watch out for would be the Philippine 3Q 2014 GDP figure in the local front and 3Q 2014 
GDP revised figure in the US. 
 

For the local fixed income market, we expect yields to continue trading sideways, with a possible increase in yields should US GDP 
come out better than expected.  

T enor 14-Nov 21-Nov  Change

1m 1.67 1.68 1

3m 1.54 1.68 14

6m 1.85 1.91 7

1y 1.98 2.16 18

2y 2.92 2.94 1

3y 3.11 3.31 20

4y 3.30 3.42 13

5y 4.20 3.46 -73

7y 4.05 4.02 -3

10y 4.27 4.29 2

20y 5.21 5.19 -2

25y 4.96 4.96 0

Average -0.2

Peso Yie ld Curve                                        

(PDST-F Reference Rates)


