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Global Financial Markets 
 
Global equities ended the week mostly unchanged as earlier gains made on dovish comments from US Fed Chair nominee 
Janet Yellen were tempered by the release of the latest FOMC meeting minutes, which indicated that policymakers were 
willing to begin scaling back bond purchases even prior to an apparent improvement in the labor market. Yields on long-
term US Treasuries also spiked on speculations of an earlier Fed taper. The greenback appreciated against its currency 
peers for the same reason. 
 
Global Equities 
 
Global equities ended the week 

mostly unchanged from the prior  

week’s close as earlier gains 

made on the back of dovish 

comments from nominated 

incoming Fed Chair Janet Yellen, 

were countered by minutes from 

the latest FOMC meeting, which 

prompted speculation that the 

Fed could begin to scale back its 

bond purchases earlier than 

expected. Minutes from the latest 

FOMC meeting showed that the 

committee members considered 

beginning the bond purchase 

tapering even before “an 

unambiguous further 

improvement in the labor-market 

outlook was apparent.” The 

minutes also showed that many 

of the voting members “stressed 

the data-dependent nature of the 

current asset purchase program, 

and some pointed out that, if 

economic conditions warranted, 

the committee could decide to 

slow the pace of purchases at 

one of its next few meetings.”  

Data releases during the week played a hand on global market movements as well, though most investors were awaiting the 

minutes of the FOMC meeting last October, released Wednesday.  

Week-on-week, the MSCI World Index inched higher by 0.22% to 1,612.86. The Dow Jones Industrial Average climbed 0.15% while 

the S&P500 index dropped 0.52%. The MSCI Europe and MSCI Asia-Pacific ex-Japan both rose by 0.05% and 0.76%, respectively. 

Data releases for the week were mostly mixed, with some indicating that global economic recovery still posed an uphill climb. 

 Last October, factory output in the US advanced 0.3%, following the prior month’s 0.1% gain and exceeding the 0.2% 
consensus estimate. The figure indicated that the 2-week government shutdown did not greatly affect manufacturing 
at the beginning of the fourth quarter. The gain was mainly due to increased output of furniture, metals and 
electronics, which indicate that manufacturing gains are moving beyond expansion in the auto industry.  

 Another report released showed that manufacturing in the New York Area declined unexpectedly in November. The 
Federal Reserve Bank of New York’s general economic index slid to -2.2 in November following the 1.5 in October.  
Note that readings below zero indicate a contraction in New York, New Jersey and southern Connecticut.  

 US homebuilders’ confidence remained at a four-month low this month as buyer traffic and sales outlooks fell, based 
on the National Association of Home Builders/Wells Fargo builder sentiment gauge. The gauge was unchanged from 
October’s downwardly revised reading of 54, lower than the market estimate of 55. Note that readings above 50 

14-Nov-13 21-Nov-13 % Change

MSCI World 1,612.86 1,616.34 0.22%

MSCI Europe 110.25 110.31 0.05%

MSCI Asia-Pacific ex-Japan 464.90 468.43 0.76%

Dow Jones Industrial Average 15,876.22 15,900.82 0.15%

S&P 500 1,790.62 1,781.37 -0.52%

Global Equity Performance
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indicate that more respondents reported good market conditions. The drag on sentiment was likely brought about by 
the 16-day partial government shutdown and the political stalemate over the country’s debt ceiling, which caused 
delays in spending decisions. Higher mortgage rates are also likely to have held back gains in real estate.  

 Labor costs in the US rose slightly in the third quarter, indicating that mild wage inflation should enable to Fed to 
maintain its current bond purchases to help boost the economy. According to the Labor Department, the Employment 
Cost Index, which is the broadest measure of labors costs, inched higher 0.4% following the 0.5% increase in the 
second quarter. A survey by Reuters showed that economists had expected labor costs to rise by 0.5%. Year on year, 
labor costs rose 1.9% for a fifth consecutive quarter. 

 Not including automobiles, gasoline and building materials, core retail sales in the US rose 0.5% in October following 
the 0.3% gain posted in September. Consensus estimate was for sales to increase by 0.3%. The higher-than-
expected growth in sales showed that consumer spending could accelerate from the two-year low seen in the third 
quarter and mitigate downside risks to fourth quarter economic growth.  

 According to the US Labor Department, consumer prices in the US slid 0.1% month-on-month in October as fuel 
prices posted a sharp decline, following the 0.2% rise in September. Year-on-year, prices increased just 1.0%, the 
smallest gain since October of 2009. Market estimate was for consumer prices to remain unchanged month-on-month, 
and gaining 1.0% year-on-year. The report from the Labor Department stated due to the 16-day government shutdown 
last month, the sample of prices used to calculate the October index was about 75% of the amount usually used in the 
CPI. Not including the more volatile energy and food components, core inflation edged higher by 0.1%, similar to the 
three prior months. On a yearly basis, this translated to a 1.7% increase, similar to September’s figure.  

 The number of Americans applying for unemployment benefits last week dropped by 21,000 to 323,000. This was the 
lowest level in two months, and following the 344,000 recorded in the week prior. Consensus had predicted a drop to 
335,000. According to a representative from the Labor Department, last week included Veterans’ Day holiday, which 
made data adjustment for seasonal swings more challenging. In the coming weeks, rising sales as a result of the 
holiday season would probably incite employers to keep the current staff count to meet demand.  

 Last October, US wholesale prices as measured by the producer-price index dropped 0.2%, posting a second straight 
monthly decline. The decrease was in line with consensus estimate. The core measure, which does not include the 
volatile food and energy category, rose 0.2% as the cost of vehicles spiked the most in four years. Ailing markets 
abroad such as Europe are limiting demand for commodities including fuel, which has helped temper prices within the 
production chain. The benign inflation indicates that the Federal Reserve has room to maintain its monthly bond 
purchases. 

 According to a semi-annual report by the Organization for Economic Cooperation and Development (OECD), the 
world economy will likely grow just 2.7% in 2013 and 3.6% in 2014, downwardly revising the 3.1% and 4.0% forecast it 
had earlier given in May. OECD Chief Economist Pier Carlo Padoan stated in an interview that “Most of the emerging 
economies have underlying fragilities that mean they cannot continue growing as they used to.” He further added that 
while the Euro-zone has emerged from its recession, the European Central Bank should continue to pursue further 
monetary policy easing, and that the US Federal Reserve must maintain its accommodative policy for a longer period 
of time before beginning to taper its stimulus.  

 The Euro-area’s current account surplus dropped to 13.7 billion euros in October from the 17.4 billion euros in the 
prior month, well below the estimate of 18.3 billion euros. Note that a smaller surplus is indicative of decreased 
purchases of euros by foreigners for the area’s goods and services, which could weigh negatively on the shared 
currency. 

 For the month of November, the German ZEW indicator of economic sentiment rose by just 1.8 points to 54.6, lower 
than the market estimate of 55 points. Nevertheless, it was still the highest level since October 2009. 
 

 

Global Bonds 

 

Long-term US Treasury prices fell, with the 10-year tenor bucket yield 

reaching the highest level in two months after FOMC meeting minutes 

indicated that Fed officials could begin the bond purchase tapering even 

before data shows improvement. Prices on the long-end fell even further on 

Thursday after the release of an improving US jobless claims figure, which 

added to the case of an earlier taper. On the short-end of the curve, prices 

remained supported by expectations of a continued near-zero Fed funds rate 

until 2015. Week-on-week, the 10-year benchmark yield rose 9.42 basis 

points to 2.784%. The 2-year tenor bucket yield fell 1.98 basis points to 

0.270%. 

On Thursday, the US Treasury Department sold 10-year Treasury Inflation Protected Securities (TIPS) at an average yield of 

0.56%, compared to a market estimate of 0.59%. The previous auction of similarly-dated TIPS last September 19 had yielded 0.5%. 

US Treasury Yield Curve

Tenor 14-Nov 21-Nov  +/- bps

3m 0.071 0.071 0.00

6m 0.091 0.091 0.00

2y 0.290 0.270 -1.98

5y 1.328 1.363 3.48

10y 2.690 2.784 9.42

30y 3.787 3.888 10.08
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Currencies  
 

The dollar strengthened against most of its currency counterparts, 

especially as minutes from the latest Fed meeting fuelled speculation that 

the Fed’s bond purchase taper could begin sooner rather than later. 

Meanwhile, the euro weakened following the release of weak data from the 

region. A report which stated that the European Central Bank was willing 

to further cut rates, even moving to negative territory, should the economy 

still need an added boost, also weighed on the shared currency. Week-on-

week, the US dollar gained 0.01% and 0.81% against the euro and the 

Japanese yen, respectively.  

 

 

The week ahead (Nov 25 – Nov 29) 

 

Movements of global markets this week were mostly hinged on the release of the latest Fed meeting minutes, as well as a handful 

of economic data releases from the US and other parts of the globe. For the coming week, we expect markets to once again move 

in tune with economic data reports. Positive US data should be well received by the US equity market, especially as market players 

are now beginning to distinguish between bond purchase tapering and the near-zero Fed funds rate, which they believe will be 

adequate to support the economy. This was evident in the market’s positive reception of improving jobless claims data released last 

Thursday. Markets in Asia and Europe could likewise mirror movements in US equities. For US Treasuries and the US dollar, 

movements would be determined by upcoming key US housing data, especially as this, along with other economic indicators, would 

provide direction as to the timing of the Fed’s inevitable bond purchase taper.  

 

 

 

 

 

 

 

 

 

 

Currencies 

15-Nov 22-Nov % Change

USD/PHP 43.660 43.860 -0.46%

EUR/USD 1.3496 1.3495 -0.01%

GBP/USD 1.6118 1.6206 0.55%

USD/JPY 100.19 101.01 -0.81%

AUD/USD 0.9368 0.9184 -1.96%

USD/CHF 0.9148 0.9130 0.20%

EUR/CHF 1.23470 1.23207 0.21%

EUR/JPY 135.21 136.32 -0.81%
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Philippine Financial Markets 

The release of the FOMC October meeting minutes dictated the movements on the local financial markets this week. The 
minutes indicated that the Fed’s tapering of its stimulus program would likely to occur in the coming months. Moreover, 
the devastation of Typhoon Yolanda continued to weigh on investor sentiment. These events have caused the prices of 
equities, government securities and the Philippine peso to decline. 
 
 
Local Equities 
 

The local equities market continued its downward spiral in the past week amidst 

the persistence of unfavorable news flows. The market fell five straight days, 

still feeling the aftermath of the recent super typhoon and continuing to track the 

ever-influential US economic developments. A new psychological threshold 

capped the market below 6,400, prompting investors to take profits and drive 

this week's decline. The latest Fed meeting signaled that QE tapering may 

occur in the coming months, adding to downward pressure on market 

movement. Week-on-week, the index lost 261.56 points, or -4.12%, to close at 

6,084.84. For the week, foreigners were net sellers at Php2.50 billion.  

Conglomerates 

 DMCI Holdings, Inc. posted a 41% surge in its net income to Php3.68 billion in the third quarter from Php2.61 billion 
registered in the same period a year ago. Likewise, the company’s revenues rose by 25% to Php14.57 billion from 
Php11.62 billion while cost of sales and services climbed by 10% to Php9.17 billion from Php8.31 billion. The third 
quarter net income brought the year-to-date figure to Php18.74 billion, or 87.4% higher than Php10 billion registered 
a year ago. The firm attributed the increase in performance to the recognition of a one-time gain. 

 
Properties 

 Ayala Land, Inc. (ALI) is reportedly infusing an additional Php1.7 billion into BellaVita Land Corp. to fund various land 
acquisitions in key growth centers in North and South Luzon, Visayas and Mindano. Moreover, ALI Investor 
Communications and Compliance Head Pamela Perez said that the company has already infused Php1.9 billion in 
BellaVita and this additional capital will be able to partly finance the development of socialized housing projects and 
fiesta market projects of BellaVita next year and 2015. 
 

Utilities 

 Maynilad Water Services, Inc. has allotted Php18 billion in capital expenditures (capex) next year. Maynilad Chief 
Operating Officer Herbert M. Consunji said that the capex was based on the company’s business plan submitted to 
Metropolitan Waterworks and Sewerage System. He also said that the capex will be spent mainly on sewerage 
projects and a few on pipe-laying as a new water source. Moreover, Mr. Consunji stated that the investment will be 
funded through internally generated funds. 

 
Power 

 Listed power firm Manila Electric Co. (Meralco) is planning to spend around Php13.5 billion in capital expenditures 
(capex) in 2014, compared to the Php10-11 billion that the company has been spending last year and this year. 
According to Meralco President Oscar S. Reyes, the funds will be used to accommodate the firm’s increasing number 
of customers and to improve distribution services. Mr. Reyes added that Meralco’s customer base is increasing by 
about 3.3%, and they would want to ensure that they are able to provide electricity service 24/7. 

 
 
 
 
 
 
 
 
 

15-Nov 22-Nov % Change

PSEi 6,346.40 6,084.84 -4.12%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
Prices of local government securities sank as profit-taking persisted 
following the release of the latest FOMC meeting minutes, where US Fed 
officials signaled a renewed sense of support in the QE3 tapering. 
Moreover, market players took the chance to cash in on gains following the 
success of the recently concluded reissuance of the 7-year FXTN auction. 
For the week, yields climbed by an average of 6 basis points led by the 
belly which rose by 11.62 basis points. The short- and long-ends of the 
curve, likewise, increased by 4.79 and 0.01 basis points, respectively. 
 
 
The Bureau of the Treasury sold Php30 billion worth of re-issued 7-year 
Fixed Rate Treasury Notes during an auction conlcuded last November 19. 
The notes, with a coupon rate of 3.875%, were sold at an average yield of 
2.997% slightly higher than the 2.953% average yield during the last 
auction of 7-year FXTNs in June, and within the initial market indications of 
2.800%-3.150%. Total bids amounted to Php42.777 billion. Good demand 
was seen amid high market liquidity, especially as banks must also meet 
the BSP’s deadline to remove ineligible funds from special deposit account 
(SDA) placements by November 30. 
 
 
Philippine Peso 
 
The Philippine peso started the week on a positive note following robust remittances figure. However, the local currency began 
depreciating towards the end of the week following the release of the minutes of the FOMC meeting, which showed that Fed 
officials were leaning towards tapering the stimulus program in the coming months even before a further improvement in the labor 
market was apparent. Week-on-week, the USD/PHP pair lost 20 centavos to close at 43.860. 
 
According to the Bangko Sentral ng Pilipinas (BSP), the country’s balance of payments (BoP) surplus fell by 98.92% to US$5 million 

in October from US$465 million in September, and less than US$604 million registered in the same period last year. This brought 

the year-to-date tally to US$3.829 billion or 40.50% lower than the US$6.435 billion recorded in the same period last year. BSP 

Governor Amando Tetangco said that the surplus for the month was mainly attributed to BSP’s foreign exchange operations. He 

added that the BoP surplus for the January to October period was supported by sustained foreign exchange inflows from overseas 

Filipinos and portfolio flows. 

 

Data from the Bangko Sentral ng Pilipinas (BSP) showed that the country’s financial system grew by 17.27% to Php11.692 trillion 

as of the third quarter from Php9.97 trillion last year. Broken down, resources from banks registered at Php9.436 trillion or up by 

roughly 20% from the Php7.867 trillion last year. By type of bank, universal and commercial banks’ resources increased by 20.23% 

to Php8.481 trillion from Php7.054 trillion, while thrift banks expanded at a faster pace, rising by 22.8% to Php764.2 billion from 

Php622.4 billion. Rural banks remained steady at Php190.1 billion from a year ago levels. On the other hand, non-banks’ posted a 

7.22% growth to Php2.256 trillion from Php2.104 trillion. 

 

According to the Department of Budget and Management (DBM), nearly 92% of the 2013 national budget has been released as of 

the nine months ending September as the government continues to implements its programs and projects at a swifter pace. Data 

released by the department showed that Php1.84 trillion of the Php2.006 trillion spending plan for the year has been disbursed as of 

September 30. The amount is 15.8% more than the Php1.589 trillion released during the first 9 months of last year, which 

accounted for just 87.5% of the total 2012 budget. The DBM added that it is working to accelerate its releases to spur government 

spending so as to facilitate faster delivery of public services. 

 

According to the Bangko Sentral ng Pilipinas (BSP), local banks’ real estate exposure rose by 6.82% to Php900.1 billion as of the 

first half of the year from Php842.6 billion registered in the first quarter. This was also higher by roughly 10% than the Php821.7 

billion recorded as of 2012. The BSP also noted that real estate exposure in the first half accounted for 21.7% of their total loan 

portfolio of Php4.2 trillion which already exceeded the 20% regulatory cap. Broken down, Php762.5 billion or 84.7% of the banks’ 

real estate exposure was due to loans issued to the industry while the remaining Php137.7 billion or 15.3% was due to investments 

in securities issued by property firms. 

 

T enor 15-Nov 22-Nov  Change

1m 0.28 0.31 3

3m 0.29 0.32 3

6m 0.41 0.53 11

1y 0.94 0.95 1

2y 2.22 2.36 14

3y 2.41 2.59 18

4y 3.08 3.11 4

5y 3.14 3.25 12

7y 3.47 3.57 10

10y 3.65 3.63 -2

20y 4.51 4.50 -2

25y 4.92 4.95 4

Average 6

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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November 25, 2013 

The week ahead (Nov 25 – Nov 29) 

 
We expect the local equities market to trade sideways with a downward bias next week as foreign investors continue to shun 
emerging market equities in favor of developed market assets. After breaking down below the 6,200 support level, the PSEi will 
likely test the 6,000 support level next week. Trading range for the rest of the month will hover between 5,950 to 6,150. Moreover, 
given the potential slowdown in economic growth as 3Q GDP figure which is slated to be released next week, as well as the lack of 
buying support from foreign flows, stocks will be weighed down in the short term. Furthermore, third quarter corporate results have 
disappointed, as core earnings expansion slowed to single digit levels  (+9% in 3Q2013) versus +15% in 2Q2013 and +26% in 
1Q2013. We will also downgrade overall earnings targets for the 4Q2013 and eventually full-year numbers given the revenue 
disruption from typhoon Yolanda on listed companies such as TEL, GLO, EDC, LTG and FGEN.  
 
Meanwhile, the movements in the local fixed income and currency markets will continue to depend on US economic data releases 
for the week, particularly on the housing and labor market data, as this will provide the direction for the Fed’s QE tapering plans. On 
the local front, market players will monitor the much-awaited 3Q GDP figure to determine whether it sustained its robust 
performance over the past couple of quarters. Domestic liquidity, as measured by M3 or money supply, is also slated to be released 
this week. This is a key determinant in the inflation figure. 


