
 

December 1, 2014 

Global Financial Markets 
 
Global equities rallied week-on-week, reflecting the unexpected rate cut in China and the start of the ECB’s asset-backed 
security purchase program. Meanwhile, the US Treasury yield curve steepened after the better-than expected US GDP 
figure. However, results were generally mixed with measures such as the Consumer Confidence Index and change in 
jobless claims were more unfavorable than expected, which coupled with an anticipation of further easing in the 
Eurozone, led the greenback to depreciate against the Euro.   
 
Global Equities 
 
Global equities traded stronger 
this week following the 
unexpected rate cut from China 
last week and as the ECB 
commenced with the buying of 
asset-backed securities.  

 

US share prices trended 
upwards early on during the 
week due to positive investor 
sentiment on equities following 
the news from China and 
Europe, and optimism for the 
week continued in light of the 
higher-than-expected 3QGDP. 
However, gains were slightly 
trimmed by the low consumer 
confidence reading and the 
higher-than-expected initial 
jobless claims figure. 

 

Meanwhile, European equities 
rallied on the announcement 
that the ECB has started 
purchasing asset-backed 
securities, with gains sustained 
latter in the week as ECB Vice 
President Vitor Constancio 
mentioned that the ECB may 
expand its stimulus program 
should current measures prove to be insufficient.  

 

Asian shares were also up in light of the PBOC cutting interest rates, as well as its decision not to sell repurchase agreements on 
Wednesday, further boosting China’s money supply. 

 

Week-on-week, the MSCI World index rose 1.12%, led by MSCI Europe, which climbed 2.66%, followed by MSCI Asia Pacific ex 
Japan, up 2.06%. Both major US indices slightly gained with the S&P 500 index inching up 0.98% and the Dow Jones Industrial 
Average index firming 0.61%. 

Economic data were mixed throughout the week. US results showed a higher-than-expected revision of Q3 GDP and in-line PCE 
inflation results, but consumer confidence index was significantly lower and jobless claims increased during the week.  

 According to the Federal Reserve Bank of Kansas City, manufacturing activity slightly increased during November, as 
the composite index rose to 7 (vs. mkt est of 6 and October level of 4), representing its highest level in four months. 
Pace of production jumped from 3 to 9 while shipments surged from 0 to 7 and employment increased from 6 to 9. 
However, new orders dipped from 2 to 1, representing the fourth consecutive month of deceleration, which imply that 
growth remained far from robust. 
 

 The Chicago Fed National Activity Index fell to 0.14 in October from 0.29 in September, also lower than market 
estimate of 0.33. The production and employment component dragged the index down with production sub-index 

20-Nov-14 27-Nov-14 % Change

MSCI World 1,725.47 1,744.71 1.12%

MSCI Europe 115.46 118.53 2.66%

MSCI Asia-Pacific ex-Japan 471.19 480.90 2.06%

Dow Jones Industrial Average 17,719.00 17,827.75 0.61%

S&P 500 2,052.75 2,072.83 0.98%
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dropping to 0.16 from 0.22 while the employment-related indicators slid to 0.16 from 0.22. The sales and consumption 
and housing sub-index, on the other hand, rose from 0.06 to 0.11 and -0.17 to -0.12, respectively.  

 

 The U.S. economy saw its best consecutive quarters of growth since 2003. The combined growth rate in the second 
and third quarters was 4.25%, the best six-month growth pace in ten years. GDP seasonally adjusted annual rate 
(saar) was upwardly revised to 3.9% in Q3 (vs. Mkt est of +3.3%) from the initial estimate of 3.5%, due to stronger 
consumer and business spending and a slimmer drag from inventory investment, which offset the weaker exports 
performance. YoY GDP growth was at 2.4% rate, essentially in line with the ~2% growth recorded since the economy 
emerged from recession in the second half of 2009. 
 

 U.S. personal spending rose by a seasonally adjusted 0.2% MoM (lower than market estimate of 0.3%) as households 
spent less on big-ticket items. Inflation-adjusted household spending on durable goods, nondurables, and services 
changed by -0.2%, +0.2%, and +0.3% MoM, respectively. Personal income increased by 0.2% (lower than market 
estimate of 0.4%) while real disposable income increased by just 0.1% MoM. The price index for personal 
consumption expenditures, the Fed’s preferred inflation measure, inched up by 0.1% MoM and 1.4% YoY (vs. market 
estimate of 0% and 1.4%) while “core” prices rose 0.2% MoM and 1.6% YoY (vs. market estimate of 0.2% and 1.5%). 

 

 Initial jobless claims for the week ended November 22 increased by 21,000 to a seasonally adjusted 313,000 (vs. 
market estimate of 288,000), marking the first time since September that new claims exceeded 300,000. The number 
of Americans seeking first-time jobless benefits also rose last week while the four-week moving average of jobless 
claims increased by 6,250 to 294,000. Meanwhile, the number of people filing continuing claims for unemployment 
benefits fell by 17,000 to 2.32 million (lower than market estimate of 2.35 million) for the week ended November 15, its 
lowest level since December 2000. 
 

 Germany's GDP rose only by 0.1% QoQ in adjusted terms, in line with the preliminary figures published Nov. 14. 
Economy barely grew as private consumption rose by just 0.7% while government consumption grew by only 0.6%. 
The increase in exports slightly offset the sharp decline in investments. 

Global Bonds  
 

US Treasury prices ended mixed, with yields of short-term securities rising 

and yields of longer tenor issuances falling as economic data releases point 

to an improving US economy. The US GDP release was better than 

expected, with combined 2Q and 3Q growth being the highest in over a 

decade. Week-on-week, the 2-year benchmark yield was up 0.71 basis points 

to 0.516%, while the 10-year benchmark yield fell 9.26 basis points to 

2.245%.  

 

Currencies  

 

The Euro strengthened against the dollar for the week due to the ECB’s 

pronouncements about further economic stimulus, potentially in the form of 

purchases of sovereign bonds, to battle disinflation and economic stagnation, 

while US economic results showed mixed results. Meanwhile, figures 

released showed that bank lending to businesses in the Eurozone continued 

to decline in October, despite the measures launched since June to boost 

credit growth.  The Euro appreciated by 0.36% to close at 1.2436 from 

1.2391 the week before. 

 

 

The week ahead (November 24 – November 28) 

 

Markets movements for the week were mainly driven by the stimulus measures from both China and the Eurozone, as well as the 

US GDP data release. For the coming week, we expect global equities to trade with an upward bias in light of sustained risk-on 

sentiment following the ECB and PBOC’s decisions. US Treasury prices may continue to rise next week in light of economic data 

that support a stronger US economy.  Key figures to watch out for next week will be the unemployment rate, non-farm payrolls, and 

the US trade balance.  Poor Eurozone results next week may lead to higher volatility on the EUR/USD pair with downward bias if 

the ECB fails to give more specific information regarding its plans moving forward. 

US Treasury Yield Curve

Tenor 20-Nov 27-Nov  +/- bps

3m 0.000 0.005 0.51

6m 0.061 0.066 0.50

2y 0.509 0.516 0.71

5y 1.629 1.559 -7.01

10y 2.337 2.245 -9.26

30y 3.054 2.954 -10.01

Currencies 

21-Nov 28-Nov % Change

USD/PHP 44.980 44.890 0.20%

EUR/USD 1.2391 1.2436 0.36%

GBP/USD 1.5656 1.5687 0.20%

USD/JPY 117.79 118.23 -0.37%

AUD/USD 0.8670 0.8498 -1.98%

USD/CHF 0.9697 0.9666 0.32%

EUR/CHF 1.20158 1.20209 -0.04%

EUR/JPY 145.99 147.04 -0.71%
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Local Financial Markets 
 
The local equities market ended slightly higher for the week as the market retained positive sentiment despite the 
disappointing Q3 GDP results. On the local fixed income space, bond prices rallied in light of the weaker-than-expected 
Philippine economic data releases for the week. 
 
Local Equities    

 
The local equities market trended upward during the start of the week due to 
strengthened optimism given the unexpected rate cut in China and the start of 
purchases of asset-backed securities in Europe. This was further boosted by the 
higher-than-expected revision of Q3 GDP in US, allowing the market to reach 
7,356.59, its highest level since closing at 7,392.20 on May 15, 2013. The Market 
retreated after the underwhelming GDP results for the third quarter were 
released, but recovered during the last trading day as investors went bargain-
hunting. For the second straight week, Semirara Mining Corporation (SCC)  was 
the top performer, gaining 8.22% week-on-week, as investors continued to be 
bullish about future power developments of the Company given its upside 
relative to peers from its available power capacity, with potential for more attractive contracted prices given expectations of a power 
crisis next year.  The PSEi gained 18.20 points, or +0.25%, to end the week slightly higher at 7,294.38. For the week, foreign 
investors were net buyers at Php 19.71 billion. 

 
Property 

 Ayala Land Inc (ALI), Datem Inc, Filinvest Land Inc (FLI) and Megawide Terminals,four of the six companies that 
previously bought bid documents for the second of Metro Manila's transport terminal projects, submitted their 
respective prequalification documents. The two remaining firms were Robinsons Land Corp (RLC) and San Miguel 
Corp (SMC). The said transport terminal project refers to the Php4 billion Integrated Transport System (ITS) - South 
Terminal to be located near the Food Terminal Inc, which ALI earlier bagged. 
 

 SM Prime Holdings Inc. (SMPH) raised Php18 billion from the sale of its treasury shares, allowing it to raise fresh 
equity while increasing its public float. SMPH said that a portion of the proceeds will be used to fund its investment in 
the OCLP Holdings Inc., the holding company of Ortigas & Co. The equity deal was priced at a 4.9% discount to 
Wednesday’s closing of Php17.88 per share. 

 
Industrial 

 Energy Development Corp. (EDC), through the Bacon-Manito geothermal plants of its subsidiary Bacman Geothermal 
Inc, agreed to continue supplying Meralco (MER) with 50 megawatts (MW) of power for five years, extendible by two 
years. Meralco said that it entered into the agreement “to address the forecasted supply constraint and mitigate 
exposure to the Wholesale Electricity Spot Market, during the summer months of 2015. 
  

Holding Firms 

 Ayala Corp. (AC) said that it would not oppose the government's plan to rebid the Php35.42-billion Cavite-Laguna 
Expressway (CALAX) project since it believes that the original bid was done in a "fair and transparent manner". AC 
Infrastructure Holdings Corp. of Ayala Corp., along with Aboitiz Equity Ventures, Inc. (AEV), is part of Team Orion, the 
highest bidder for the CALAX project during the first bidding. Instead, AC would focus on winning other public-private 
partnership (PPP) contracts. 

 
Services 
 

 Bloomberry Resorts Corp (BLOOM), the operator of Solaire Resorts and Casino, seeks to have the best balance 
between gaming and non-gaming revenue before further expansion. Its Sky Tower opened last Saturday, which is 
expected to boost the resort's non-gaming amenities. Meanwhile, Bloomberry will also launch the retail section of the 
Phase 1A expansion in stages next year, which features a partnership between BLOOM and Ayala Land, Inc. (ALI). 
 

 Puregold Price Club Inc. (PGOLD) will soon start opening its first 10-20 Lawson chain of convenience stores before 
year-end. PGOLD and Japan's Lawson Inc. and Lawson Asia Pacific Inc., entered into a team up called PG Lawson 
Inc. to build and operate convenience stores catering to BPO and the young employees, with the former having a 70% 
stake. Plans include rolling out 500 convenience stores by 2020. 

  

21-Nov 28-Nov % Change

PSEi 7,276.18 7,294.38 0.25%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
On the local fixed income space, bond prices rose as investors factored in the 
recent 3Q GDP disappointment and the lower M3 in October compared to last 
month.  
 
Week-on-week, yields fell by 5.4 basis points. The long-end of the curve lost 
the most, falling 10.7 basis points, followed by a 6.1 basis point drop in the 
belly and a 0.6 slide in the short-end week-on-week. 
     
 
Philippine Peso 
 
The peso appreciated slightly against the dollar despite the poorer-than-
expected Q3 Philippine GDP results, due to mixed results from US economic 
data releases. The Peso shed 9 centavos during the week, to close at 44.890. 
 
During the third quarter, the Philippine economy grew by an annual rate of 
5.3%, significantly lower than the 6.4% registered in the previous quarter and 
likewise below the 6.5% consensus estimates. The 3Q GDP print brings the 
year-to-date tally to 5.8%, well below the government's lower end target of 6.5%. On the consumption side, government spending 
was the major drag which dropped by 2.6% year-on-year. Meanwhile, agriculture contracted by 2.7% year-on-year. 
 
The Bangko Sentral ng Pilipinas (BSP) approved regulations that would allow smaller banks to trade in foreign exchange markets. 
Under the regulations, rural and thrift banks are now permitted to buy and sell foreign currencies, and thrift banks can now act as 
dealers of deliverable foreign exchange forwards. The new regulations enable smaller banks to participate more actively in the 
remittance business. 
 
Data from the Philippine Statistics Authority showed that imports in September fell compared to last year. For the month, imports 
amounted to USD5.57 billion, 2.6% lower than last year. Exports, on the other hand, grew 15.7% to USD5.85 billion. Due to exports 
growing faster than imports (9.9% vs 3.4% for 9M2014), the Philippines’ trade deficit was at USD1.5 billion year-to-date, 63.4% 
lower than last year’s USD4.1 billion. 
 
Data from the Bangko Sentral ng Pilipinas showed that banks’ exposure to real estate grew higher in the second quarter of 2014. 
The BSP reported an aggregate exposure of Php1.1 trillion from April to June this year, higher by 6% quarter-on-quarter and up 
22% year-on-year. Real estate loans comprised 84% of total exposure, while the rest pertain to investments in securities issued by 
real estate companies. The real estate loans make up 21.8% of banks’ total loan portfolios, with a 60-40 split between real estate 
developers and home mortgages. Meanwhile, bad property loans for the quarter were at 2.64% of total real estate loans, lower than 
last quarter’s 2.77%  
 
Data from the Bureau of Customs (BOC) showed that collections of import duties and taxes in October grew significantly compared 
to last year. Collections in October increased by 22.86% year-on-year to Php34.16 billion, the highest monthly figure reported by the 
BOC. However, this amount was short of the bureau’s Php36.81 billion target for the month. Year-to-date, total collections 
amounted to Php299.95 billion, higher by 18.6% than last year’s Php252.88 billion. 
 
Data from the Philippine Economic Zone Authority (PEZA) showed an increase in PEZA-listed investments for the first ten months 
of 2014. As of October 2014, investments amounted to Php153.94 billion, 2.56% higher than last year's figure of Php150.09 billion. 
According to the PEZA, these investments will be utilized for projects in the semiconductor and electronics, IT services, and general 
manufacturing industries. The PEZA expects Php299 billion worth of investments by year-end. 
 
The week ahead (November 24 – November 28)  

  
We expect the local equities market to trade between 7,250 and 7,400 next week as the market may re-test the 7,400 level as the 
year-end approaches.  Key catalysts to watch out for would be the Philippine November CPI figures in the local front and the 
November unemployment rate and change in nonfarm payrolls in the US. 
 
For the local fixed income market, we expect yields to continue trading sideways for most of the week, as there are no slated major 
economic releases aside from the inflation figure next Friday.   

T enor 21-Nov 28-Nov  Change

1m 1.68 1.66 -2

3m 1.68 1.66 -1

6m 1.91 1.91 0

1y 2.16 2.16 0

2y 2.94 2.81 -12

3y 3.31 3.18 -13

4y 3.42 3.37 -5

5y 3.46 3.48 2

7y 4.02 4.00 -2

10y 4.29 4.14 -15

20y 5.19 5.18 0

25y 4.96 4.79 -17

Average -5

Peso Yie ld Curve                                        

(PDST -F Re fe rence  Ra tes)


