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December 02, 2013 

Global Financial Markets 
 
Global equities ended the week slightly higher as investors warmly received the weekend’s surprise deal that curbed 
Iran’s nuclear program in exchange for certain sanctions. Sentiment was also boosted by a number of strong economic 
data throughout the weak. US Treasury prices were mostly higher amid the Treasury Department’s well-received auctions 
during the week. Meanwhile, the euro moved higher against most of its currency counterparts as positive data from 
Germany and an expected higher November inflation figure for the region boosted demand for the shared currency. 
 
Global Equities 
 
Global equities markets ended the 

week slightly higher, as investors 

reacted positively to news that Iran 

had agreed to curtail its nuclear 

program in exchange for looser 

sanctions on oil, auto parts, gold 

and precious metals. Gains were 

also supported by a number of 

upbeat economic data releases 

from the US and Europe.  

Trading in the US equity market was 

mostly quiet ahead of the 

Thanksgiving Day holiday on 

Thursday, and the shortened trading 

day on Black Friday. Concerns over 

the Federal Reserves bond 

purchase tapering seemed muted 

even as economic data releases 

were mostly positive. During the 

week, Federal Reserve Bank of 

Atlanta President Dennis Lockhart, 

a non-voting member of the FOMC, 

gave a speech stating that he 

believes that the Fed is not in the 

“danger zone” even as the exit from 

quantitative easing measures draws 

nearer. Mr. Lockhart added that he was not overly concerned with the situation, even though the Fed’s balance sheet is close to 

US$4 trillion in debt. Shrinking the balance sheet, he said, is “in all likelihood, years ahead of us… with plenty of time to prepare.” 

Over in Europe, markets were boosted by the coalition deal made in Germany and upbeat data from the currency bloc’s largest 

economy.  In Germany, conservatives and the centre-left Social Democrats finally came to terms for a “grand coalition”, which 

would allow Chancellor Angela Merkel to form a government before the year ends. 

Asian shares also gained throughout the week, mirroring gains made in Wall Street. In particular, Japan’s Nikkei 225 ___ took cues 

from the weakened Japanese yen, a positive development for the country’s exports. A 15% increase in China’s industrial profits for 

which beat estimates also serve to life sentiment. 

Week-on-week, the MSCI World Index inched higher by 0.78% to 1,628.88. The Dow Jones Industrial Average climbed 0.55% while 

the S&P500 index rose 0.63%. The MSCI Europe and MSCI Asia-Pacific ex-Japan both rose by 0.72% and 0.86%, respectively. 

Economic data releases for the week were mostly positive, especially from the US, which caused some speculation that the Fed ’s 

tapering might come earlier than expected. 

 Data released by the US Labor Department on Friday showed that payrolls climbed in 34 US states last October, 
while the unemployment rate dropped in 28, indicating an almost broad-based recovery in the labor market. Leading 
the gains in payrolls was Florida, which added 44,600 jobs last month, and California, which hired 39,800 more 

21-Nov-13 28-Nov-13 % Change

MSCI World 1,616.34 1,628.88 0.78%

MSCI Europe 110.31 111.10 0.72%

MSCI Asia-Pacific ex-Japan 468.43 472.48 0.86%

Dow Jones Industrial Average 16,009.99 16,097.33 0.55%

S&P 500 1,795.85 1,807.23 0.63%

Global Equity Performance
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workers. These increases were seen even amid the partial government shutdown in the first half of the month, leading 
to around 800,000 workers losing their jobs at one point.  

 Last October, pending sales of previously-owned homes in the US unexpected dropped for a fifth straight month amid 
higher mortgage rates which have been a roadblock to recovery in the real-estate sector. According to the National 
Association of Realtors, the gauge of pending home sales fell 0.6% following September’s 4.6% drop. The market 
estimate was for the gauge to rise by 1.0% from the prior month. Though higher mortgage rates and price increases 
have spooked some buyers, further improvements in hiring and confidence would help boost the housing markets’ 
recovery.  

 Building permits issued in the US in October rose 6.2% to a 1.03 million annualized rate, signaling that the US housing 
market could strengthen in 2014. The figure beat the market estimate of a 930,000 rate in permits, and was also the 
highest level in over five years. Data from the Commerce Department showed that multifamily units were positioned to 
lead the growth in homebuilding in the coming months, as construction firms look past higher borrowing costs and 
build larger projects anyway.  

 Consumer confidence in the US unexpected fell in November as Americans adopted a more negative view on the 
labor market outlook. The Conference Board’s index dropped to 70.4, following the upwardly revised 72.4 in October, 
and lower than the market estimate of 72.6. This drop in sentiment could explain why certain retailers are aiming to 
match competitors’ discounts this holiday season.  

 US home prices in 20 cities posted the highest yearly gain since February 2006 last September, data released 
yesterday showed. The S&P/Case-Shiller index of property values climbed 13.3% year-on-year in September 
following the 12.8% increase a month prior. Market consensus had called for a 13% gain. The rise in prices showed 
that progress in the housing market was sustained even as borrowing costs climbed. 

 US jobless claims dropped for the sixth time in seven weeks, with initial claims for unemployment benefits falling by 
10,000 to a seasonally adjusted 316,000 last week. Market estimate was for the figure to rise to 330,000. The less-
volatile four-week moving average of claims likewise fell to 331,750, and continuing claims dropped by 91,000 to 
2,776,000 for the week ended November 16. 

 According to the Conference Board, its index of leading economic indicators climbed in October by 0.2%, following 
September’s upwardly revised 0.9% gain. An economist at the board has stated that this was the fourth straight month 
of increase, and reflected strengthening conditions in the underlying economy. However, the labor market still posed a 
challenge and business caution and concern regarding the federal budget battles still persisted. According to the 
report, improvements in the financial indicators and housing and manufacturing segments of the economy helped 
buoy the index, though tempered spending and investing by businesses continued to drag on growth.  

 In contrast with the Conference Board’s data released Tuesday, the Thomson-Reuters/University of Michigan final 
November sentiment index climbed to 75.1, beating the market estimate of 73.1 and an uptick from the preliminary 
reading of 72.0 and 73.2 in October. The current conditions index crept higher to 88.0 from the preliminary 87.2 and 
the expectations index rose to 66.8 from 62.3. 

 Durable goods orders in the US fell 2% month-on-month last October, in line with the market estimate. Not including 
the more volatile transportation segment, order fell by 0.1%, compared to the market estimate of +0.5%. This was the 
third decline in four months. The downturn in overall orders was seen across almost all categories, though there was 
an increase in demand seen for cars, implying that the auto market can be a source of strength for a more sustained 
economic recovery. 

 Consumer sentiment in Germany rose to the highest level in over six years amid a strong jobs market and upbeat 
income expectations. The forward-looking GfK consumer-confidence indicator for December rose to 7.4, beating the 
market estimate of 7.1 and November’s upwardly revised 7.1. According to the survey, willingness to spend rose to a 
seven-year high, while household economic expectations were at the highest since July of 2011. 

 Data released for the month of October showed that Spain’s inflation could have risen slightly in November, following 
October’s flat figure. This suggested that the Euro-zone’s inflation, due to be released tonight, could likewise see a 
pick-up following October’s soft reading. Regional data from Germany also showed a similar trend. Market players 
have been close watching inflation figures, especially after last month’s inflation figure prompted the European Central 
Bank to slash interest rates. 

 According to the European Commission in Brussels, an index of executive and consumer sentiment in the Euro-zone 
rose to 98.5 from 97.7 last October. This was the seventh consecutive monthly gain, and was also the highest level in 
27 months. Market estimate was for the figure to come in at 98.The improvement was driven by the services and 
industry sectors, while confidence among consumers and construction firms declined. 
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Global Bonds 

 

US Treasury prices were mostly higher during the week in the wake of some 

well-received auctions. Demand at the auctions of shorter-tenored securities 

were noticably stronger than at auctions of longer-tenored securities as buyer 

sought to protect themselves from losses when the Fed finally decides to 

scale back bond purchases. Week-on-week, the 10-year benchmark yield lost 

4.69 basis points to 2.737%. 

On Monday, the US Treasury Department sold US$32 billion of two-year 

notes at an average yield of 0.3%, compared to the consensus forecast of 

0.299%. Bid-to-cover ratio was at 3.54x, the highest since April and above the 

3.28x average over the past 10 auctions. Demand was good as investors speculated that the Federal Reserve’s efforts to hold 

down short-term yields would provide support to the debt. 

Tuesday’s US$35 billion of five-year note auction likewise met solid demand as the notes were sold at a yield of 1.340%, compared 

to the forecast of 1.347%. Bid-to-cover ratio was at 2.61x, compared to the 2.67x average over the past 10 sales. 

The US Treasury Department’s US$29 billion seven-year auction on Wednesday met tepid demand as strong economic data added 

to concerns that the Fed was closer to reducing bond purchases. The notes drew a yield of 2.106%, compared to the forecast of 

2.088%. Bid-to-cover ratio was at 2.36x, the lowest since May 2009 and lower than the average of 2.59x for the past 10 sales of 

similarly-dated securities. 

 

Currencies  
 

The euro strengthened against both the Japanese yen and the dollar amid 

strong economic data from the region and the possibility of higher inflation 

in the region. A report released on Thursday showed that consumer prices 

in Germany, the Euro-zone’s largest economy, posted a 1.6% increase in 

consumer prices, higher than the market estimate of 1.3%. This added to 

the case that consumer prices in the region probably rose 0.8% year-on-

year in November and caused investors to pare bets on additional easing 

by the ECB in the next meeting. Week-on-week, the shared currency 

appreciated 0.39% and 1.44% against the greenback and the Japanese 

yen, respectively.  

 

 

 

The week ahead (Dec 02 – Dec 06) 

 

This week, trading in global financial markets was mostly driven by economic data releases and developments in Iran’s nuclear 

deal. In particular, trading in the US equity market thinned out nearing the Thanksgiving Holiday on Thursday. For the week ahead, 

movements in global markets would likely continue to be data-driven. In the US, the 3
rd

 quarter GDP figure, manufacturing PMIs 

and non-farm payrolls are slated for release next week. These would continue to provide direction to the Fed’s inevitable tapering of 

its bond purchases, and would ultimately affect the equity and bond markets. Investors will also be looking to the European Central 

Bank’s policy meeting next Thursday. A further cut in interest rates could weigh negatively on the shared currency.  

 

 

 

 

US Treasury Yield Curve

Tenor 21-Nov 28-Nov  +/- bps

3m 0.071 0.061 -1.02

6m 0.091 0.101 1.01

2y 0.270 0.285 1.52

5y 1.363 1.364 0.04

10y 2.784 2.737 -4.69

30y 3.888 3.815 -7.25

Currencies 

22-Nov 29-Nov % Change

USD/PHP 43.860 43.760 0.23%

EUR/USD 1.3558 1.3611 0.39%

GBP/USD 1.6226 1.6348 0.75%

USD/JPY 101.27 102.33 -1.04%

AUD/USD 0.9183 0.9111 -0.78%

USD/CHF 0.9067 0.9055 0.13%

EUR/CHF 1.22935 1.23254 -0.26%

EUR/JPY 137.28 139.29 -1.44%
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Philippine Financial Markets 

The local equities market ended the week on a strong note following the release of the country’s solid 3Q GDP figure. 
Prices of local government securities inched higher on the back of liquidity from SDA Facility phase-out, which is nearing 
its deadline. Meanwhile, the Philippine peso pared previous week’s losses as foreign aid, in the form of dollars, flowed in 
to support the rehabilitation of the super-typhoon hit areas. 
 
 
Local Equities 
 

The local equities market rebounded this week after 3Q13 GDP growth 

remained robust at 7.0%.  Investors refocused on the country’s superior 

macroeconomic fundamentals after six straight days of losses that led the 

index to trade below the 6,000 support level. Within the week, BSP Governor 

Amando Tetangco Jr. tried to quell investors’ fears of the damage caused by 

super typhoon Yolanda by stating that the losses were 'insignificant'.  Week-

on-week, the index gained 123.98 points, or +2.04%, to close at 6,208.82. 

For the week, foreign investors were net buyers at Php2.59 billion.  

Conglomerates 

 Gokongwei-led JG Summit Holdings Inc. has raised roughly Php9 billion as it sold 220 million shares via an overnight 
equity placement at a price of Php40 per share through a placement of 98.08 million treasury shares and an 
additional placement of 121.91 million common shares from selling shareholders. The company said that the 
proceeds from the offering will be used to partially fund the Meralco acquisition, and for general corporate purposes. 
It added that the transaction was done to widen shareholder base of the company and to serve as a response to 
strong demand for the company’s stock. 

 
Properties 

 Megaworld Corp. has recently obtained approval from the Securities and Exchange Commision to raise its 
capitalization to Php40.2 billion from Php30.2 billion. The capital hike of Php10 billion is composed of 10 billion 
shares with a par value of Php1 per share. Moreover, the company stated that the new capital will be used mainly for 
its projects, acquisition of land, investments and general corporate purposes. 
 

Financials 

 Lucio Tan-owned Philippine National Bank (PNB) is looking to raise Php15 billion, possibly via stock rights offering. 
According to PNB, it would conduct the offering in order to “strengthen its capital base as the bank seeks to expand 
and deepen its lending capabilities.” Last May, the bank’s board members and stockholders had approved an 
increase in the bank’s authorized capital stock to Php70 billion, broken down into 1,750,000,001 common shares with 
a par value of Php40 per share. The bank added that the final offer prices of the rights will be announced with further 
details on the offer in due course. 

 
Telecommunications 

 Globe Telecom Inc. has recently expanded its overseas presence by offering mobile services in Italy for those 
Filipinos working in, living in and visiting Europe. According to Globe Compliance Officer and Vice President for Legal 
Services Marisalve Ciocson-Co, the company has tied up with Compagnia Italia Mobile S.r and Belgium 2Effortel 
Technologies S.A to launch a mobile communication service in Italy. Ciocson-Co added that the offering is consistent 
with the company’s thrust to continue providing Filipinos overseas with innovative and value for money services that 
allow constant communication ties with family and friends. Moreover, Italy now has become the 6th country where 
Globe has a strong retail presence aside from the US, UK, Singapore, Hong Kong and Saudi Arabia. 

 
 
 
 
 
 
 

22-Nov 29-Nov % Change

PSEi 6,084.84 6,208.82 2.04%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
On the local fixed income market, quiet trading persisted for most of the 
week as investors remained on the sidelines awaiting fresh leads. 
However, yields on the medium-tenor bonds fell on the back of liquidity 
from the SDA facility as the phase out deadline drew closer. Market players 
were also taking positions ahead of the of 5-year auction (reissuance of 
series 5-72). On another note, profit-taking was observed on the longer-
tenored bonds. For the week, yields declined by an average of 6 basis 
points, led by the belly of the curve, which dropped by 18.5 basis points. 
Meanwhile, the short- and long-ends of the curve climbed by 1.2 and 5.5 
basis points, respectively. 
 
 
 
Philippine Peso 
 
The Philippine peso started the week flat amid the lack of fresh leads. 
However, towards the middle of the week, the local currency picked up as 
aid for the typhoon Yolanda survivors, in the form of dollars, flowed in the 
country coupled with the depreciation of the greenback due to lower-than-
expected consumer confidence data in the US. Investors also cheered on 
the country’s strong 3Q GDP print. However, at the latter part of the week, gains were somewhat tempered as a slew of positive US 
economic data suggested that the Fed may taper its stimulus program in its December meeting. Week-on-week, the USD/PHP pair 
gained 10 centavos to close at 43.760. 
 
For the third quarter of 2013, the country’s gross domestic product (GDP) grew by 7.0% year-on-year, slightly lower than the 

Bloomberg consensus estimate of 7.1%. This brought the figure for the first three quarters of the year to 7.4%, higher than the 

government’s target of 6%-7% for 2013.  On the supply side, economic growth was boosted by the Service sector which was 

supported by strong performances coming from the Trade and Repair of Motor Vehicles, Motorcycles, Personal and Household 

Goods Real estate as well as Renting & Business Activities. On the demand side, growth was supported by consumer and 

government spending, increased investments in fixed capital and strong improvement in external trade. 

 

According to the Bureau of the Treasury (BTr), the government’s outstanding debt increased by 7.62% year-on-year to Php5.61 

trillion as of September from the Php5.213 trillion registered in the same period last year. However, this is lower by 0.6% from the 

Php5.643 trillion last August. Broken down, Php3.678 trillion, or 65.6%, was owed to domestic lenders while Php1.932 trillion, or 

34.4%, was to external creditors. The domestic debt stock is up by 15.5% year-on-year and 0.8% month-on-month mostly due to 

the Php31 billion net issuance incurred during the month, countered by the effect of the depreciation of the US dollar and euro 

against the peso amounting to Php1 billion. Meanwhile, the external debt sank by 4.7% year-on-year and 3.16% month-on-month 

mainly attributed to the combined effect of net repayments for the period and the appreciation of 3rd currencies and the peso 

against the US dollar. 

 

According to the National Statistical Coordination Board (NSCB), foreign investment pledges soared by 86.6% to Php33.1 billion in 

the third quarter from a year ago, though slower than the 159.6% increase registered in the second quarter. This brought the year-

to-date figure to Php126.5 billion, or 114.8% higher in the same period last year. The data indicated A tremendous amount of 

investor confidence in the business and economic environment of the country, which was underpinned by credit rating upgrades 

from the major credit rating agencies such as Moody’s Investor Service, Standard & Poor’s and Fitch Ratings. 

 

For the month of September, the country’s imports rose 7.2% year-on-year to US$5.71 billion on the back of a surge in electronics 

purchases. Data released by the National Statistics Office (NSO) showed that imports of electronic products rose by 29.8% year-on-

year to US$1.76 billion, and comprised 31% of the total import bill for the month. The September figure lifted the year-to-date 

imports figure by 0.03% to US$46.36 billion. The top sources of imports were the US, China and Taiwan. The country’s balance of 

trade for the month stood at a deficit of US$665 million compared to the US$516 million deficit during the same period last year. 

 

 

 

 

T enor 22-Nov 29-Nov  Change

1m 0.31 0.37 5

3m 0.32 0.37 5

6m 0.53 0.51 -1

1y 0.95 0.92 -4

2y 2.36 2.21 -15

3y 2.59 2.36 -24

4y 3.11 2.97 -15

5y 3.25 2.99 -26

7y 3.57 3.44 -13

10y 3.63 3.65 3

20y 4.50 4.60 11

25y 4.95 4.99 3

Average -6

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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December 02, 2013 

The week ahead (Dec 02 – Dec 06) 

 
We expect the local equities market to trade sideways with a downward bias next week on the back of sustained negative sentiment 
in the region. Thailand continues to experience political turmoil as protesters urge the ousting of Thai Prime Minister Yingluck 
Shinawatra.  This added to negative sentiment on Indonesia’s currency problem, and the Philippines’ GDP downgrades following 
the devastation brought by typhoon Yolanda. Investors will continue to watch for data in the US, which may dictate direction on 
Fed’s QE tapering.  Trading range for the week is expected to hover from 6,100 to 6,400.   

 

On the local fixed income space, market players will monitor the release of the country’s inflation figure for November, as well as 
Gross International Reserves (GIR). With expectations that inflation will most likely pick up in November as effects of the recent 
super-typhoon Yolanda begin to surface on overall prices, we expect yields to trade sideways with a downward bias. Meanwhile, we 
expect the movement of the Philippine peso to continue to depend on developments abroad particularly in the US as economic data 
releases continue to provide the direction on the Fed’s decision as to when it is going to begin scaling back its bond-purchasing 
program. 


