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Global Financial Markets 
 
Global equities markets retreated weighed by the sharp decline in oil prices at the start of the week and disappointing data 
releases from Europe and China. Meanwhile, US treasury yields rose as investors surmised that the Federal Reserve 
would not accelerate the liftoff amid the weak global inflation expectations. The dollar, on the other hand, rebounded from 
last week’s decline as the plunge in oil prices encouraged investors to load up on the dollar. 
  
Global Equities 
 

Global equities consolidated this week, 
following previous week’s strong gains. The 
major driver this week was oil, which 
plunged to a low of US$66 per barrel, 
sending energy companies lower while 
boosting prices of airline companies. Last 
November 27, Organization of Petroleum 
Exporting Countries (OPEC) showed little 
interest in reducing their current production 
of 30 thousand barrels per day (mbd) as 
member countries resolved to protect their 
market shares. Saudi Arabia, together with 
the big oil-exporting economies, believes 
that the oil market will correct itself as high 
cost producers like the US exit the market 
and on the back of anticipated rise in 
demand towards the end of 2015. The 
decision has intensified the price war in oil 
prompting a number of analysts to revise 
downward their forecasts for oil prices and 
consequently, earnings projection of energy 
companies for 2014 and 2015. 
Furthermore, depressed oil prices have 
impaired the economic outlook of oil-
exporting countries such as Iran and 
Russia.       

 

US equities managed to eke out small gains buoyed by the robust construction and automotive industries. Moreover, energy share 
prices received a boost after oil prices recovered later in the week and as data pointed to improving conditions in the US services 
sector. European stocks meanwhile tumbled hit by the sharp fall in oil prices and weak economic data from the region. Over in Asia, 
concerns on the economic slowdown in the region were reinforced by the weak manufacturing data releases from China.  

 

Week-on-week, the MSCI World index fell 0.46 % led by the Asia Pacific region, which plunged 1.31%, and the European region, 
which gave back 0.81%. The Dow Jones Industrial Average index and S&P500 index were barely changed, posting a change of      
0.48% and 0.07%, respectively.  

 

Data releases from the US were mostly positive particularly from the construction sector, while economies in the Asia Pacific region 
showed signs of a slowdown.   

 US initial jobless claims decreased by 17,000 to a seasonally adjusted 297,000 in the week ended November 29. The 
four-week moving average edged up by 4,750 to 299,000. Continuing claims rose by 39,000 to 2.362 million in the 
week ended November 22. 

 The US non-manufacturing sector expanded at a faster rate for the month of November. The Institute for Supply 
Management’s non-manufacturing purchasing managers index jumped to 59.3 versus the 57.1 in October. The new 
orders index rose to 61.4 from 59.1, its best level since August. The business activity/production index rallied to 64.4 
from 60.0 while the employment index dropped to a still-strong 56.7 from 59.6. The inventory index rebounded to 55.5 
after it fell to 49.5 in October. Cost pressures picked up, despite falling oil prices. The prices index rose to 54.4 from 
52.1. 

 

27-Nov-14 04-Dec-14 % Change

MSCI World 1,744.71 1,736.63 -0.46%

MSCI Europe 118.53 117.57 -0.81%

MSCI Asia-Pacific ex-Japan 480.90 474.60 -1.31%

Dow Jones Industrial Average 17,827.75 17,912.62 0.48%

S&P 500 2,072.83 2,074.33 0.07%

Global Equity Performance

0

500

1,000

1,500

2,000

2,500

2009 2010 2011 2012 2013 2014

MSCI World MSCI Europe MSCI Asia-Pacif ic ex-Japan S&P 500 MSCI World MSCI Europe MSCI Asia-Pacif ic ex-Japan S&P 500



S 

December 08, 2014 

 The pace of growth in the U.S. services sector slowed in November to hit its lowest level since April. Markit’s final 
services sector Purchasing Managers Index declined to 56.2 from 57.1 in October.  Markit's final composite PMI, a 
weighted average of its manufacturing and services indexes, fell to 56.1, in line with the flash estimate, from 57.2 in 
October. The composite employment component rose to 54.1, its highest since June. 

 US construction spending grew 101% for the month of October, its fastest pace since May this year, to an annual rate 
of US$970.99 billion. September's construction spending figure was also revised to reflect a decline of 0.1%. Private 
construction spending also rose by 0.6% with outlays on residential projects recording their largest increase since 
December of last year. Spending on public construction projects likewise rose 2.3%, driven by a 19.3% spike in 
federal government outlays, the biggest increase since October 2006. State and local government investment rose 
0.9% after two straight months of declines. 

 Eurozone’s producer prices continued its decline in October. Producer prices fell 0.4% month-on-month (worse than 
market forecast of -0.3%) and declined by 1.3% year-on-year (in line with expectations). The decline in energy tariffs (-
0.9% MoM) mainly drove the broader index down. Ex-energy, producer prices plunged 0.2% MoM, led by a 0.6% drop 
in non-durable consumer goods. 

 China’s manufacturing sector slowed down in November, largely missing consensus estimates. The National Bureau 
of Statistics released the official Purchasing Manager’s Index (PMI) for November at 50.30, below market estimates of 
50.60 and October’s 50.80. The survey showed stronger demand for Chinese goods in China than overseas.  
Manufacturing PMI in China averaged at 52.51 from 2005 until 2014. Record-high of 63.4 was posted on March 2005 
while the lowest print was registered on November 2008 at 38.80. 

 
  

Global Bonds  
 

Yields of long-tenored US treasuries fell during the week as the inconclusive 
economic data releases, strong year-to-date performance of the dollar and 
signs of economic slowdown in the country’s major trading partners have led 
investors to believe that the Federal Reserve would maintain its neutral 
stance, indicating a possible delay of an interest rate increase. Week-on-
week, the 10-year US benchmark yield inched lower 1.06 basis points to 
close at 2.234%, while the 30-year benchmark tenor declined by 1.81 basis 
points to finish at 2.936%.   

 

Medtronic Inc., a medical-device maker, sold US$17 billion in bonds, representing the largest corporate debt sale for the year so far. 
The sale brings total issuances for the year to US$1.5 trillion, making 2014 on pace to be the third consecutive record year.  

 

Currencies  
Week-on-week, the US dollar strengthened against major currencies as 
the slump in oil and other commodity prices urged investors to flock to the 
dollar. The euro declined 0.66% against the US dollar, further dampened 
by the disappointing data releases from the region, while the yen slumped 
1.36% relative to the dollar for the week.  

 

 
 
 
 
The week ahead (December 08 – December 15) 

 

Major central banks are currently on a wait-and-see stance as they try to gauge the impact of depressed oil prices in inflation and as 
they assess how their respective economies will respond to the aggressive stimulus measures announced the previous months. 
The US Federal Reserve, which is slated to convene on December 16-17, is expected to not make any major announcements with 
regard to its future monetary policy move and highlight the impact of the strong dollar, weak oil prices, and dampened global growth 
outlook on its economy. Major upcoming data releases over the weekend are the non-farm payrolls and unemployment figures.  

 

With only a few days left before the year ends, fund managers are now reassessing their strategic allocations and will start 

positioning for 2015. We expect European stocks to continue to be weighed down by the fiscal problems and weak growth outlook 

from the region, while the US shares are seen to benefit from the monetary easing in other major economies.    

US Treasury Yield Curve

Tenor 27-Nov 4-Dec  +/- bps

3m 0.005 0.015 1.01

6m 0.066 0.071 0.51

2y 0.516 0.540 2.39

5y 1.559 1.572 1.32

10y 2.245 2.234 -1.06

30y 2.954 2.936 -1.81

Currencies 

28-Nov 5-Dec % Change

USD/PHP 44.890 44.540 0.79%

EUR/USD 1.2452 1.2370 -0.66%

GBP/USD 1.5645 1.5648 0.02%

USD/JPY 118.63 120.26 -1.36%

AUD/USD 0.8506 0.8376 -1.53%

USD/CHF 0.9653 0.9719 -0.68%

EUR/CHF 1.20215 1.20231 -0.01%

EUR/JPY 147.72 148.76 -0.70%
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Philippine Financial Markets 

The local equities market initially consolidated before it was dragged down by sentiment-driven profit-taking. On the other 
hand, the local fixed income securities traded sideways for most of the week as market players stayed on the sidelines in 
anticipation of the release of inflation figures at the end of the week. The Philippine peso bucked the regional trend 
buoyed by strong remittance inflows and capital flows into the fixed income market. 
 
 
Local Equities  
 
The local equities market stayed on a tight range at the first half of the week 
due to the lack of market-moving news. After reaching a weekly high of 
7,365.31 last Wednesday, a drop in gaming issues triggered a sell-off due to 
fears that the Chinese government’s efforts to clamp down on overseas 
gambling for Chinese players would affect local casinos. Profit-taking started 
during the afternoon session last Thursday where the local index dropped to a 
low of 7,182.02 before bouncing back to end the week at 7,230.56. Week-on-
week, the PSEi fell below the 7,300 level, recording a loss of 63.82 points, or    
-0.87%. For the week, foreign investors were net sellers at Php5.09 Bn. 
 

Industrial 
 
 In a filing to the stock exchange, Energy Development Corp. (EDC) reported that one of its three power plants in Bacon-

Manito (BacMan) geothermal power facility in Bicol is now dispatching 60 MW to the grid, an equivalent increase of 5 
MW from before. The increased capacity is a direct result of the upgraded Toshiba turbine design which was installed at 
the facility last September. Recall that the two 55-MW units were shut down in March last year after vibration issues 
damaged BacMan Unit 2 while EDC decided to also shut down the first unit "out of prudence". 
 

 Del Monte Pacific Limited (DMPL) inked a joint venture with Spanish firm Nice Fruit SL and UK company Ferville Limited 
to put up a modern facility in the Philippines to process and market frozen fruits and vegetables for overseas markets. 
Nice Fruit, DMPL and Ferville will have 51%, 35% and 14% shareholdings respectively in the joint venture. The joint 
venture will use Nice Fruit’s patented technology called Nice Frozen Dry (NFD) which allows fruits, vegetables and 
produce to be frozen at its optimal ripeness for up to three years while retaining its nutrients and original properties. 
 

 Nissin - Universal Robina Corporation, a joint venture between Universal Robina Corporation (URC) and Nissin Foods 
(Asia) Pte. Ltd. (Nissin) agreed to integrate their noodle’s business with URC in order to optimize the resources, achieve 
efficiency and synergy gains, and establish an effective product portfolio. With the integration, URC’s share in the joint 
venture declined from 65% to 51%. URC sold its Tarlac noodle plant and the license to operate the Payless noodle 
brand to the joint venture. After the merger, NURC will have a more advance noodle technology as well as greater 
capacity in order to innovate and create best quality noodle products to address the ever changing needs of the 
consumers. 
 

Property 
 

 In a disclosure to the Philippine Stock Exchange, Panlilio-led Boulevard Holdings, Inc (BHI) disclosed that Ayala Land, 
Inc. (ALI), through Ayala Land Premier head Jose Juan Jugo, revived discussions for the development of the Puerto 
Azul Complex in Ternate Cavite. As per BHI, ALI tendered an offer to purchase and develop roughly 1,000 hectares of 
the property two weeks ago. BHI requested ALI president Bernard Vincent Dy to elaborate on the new offer this 
weekend. 
 

 Ayala Land, Inc. (ALI) has increased its stake over the Trinoma commercial center in Quezon City via the purchase of 
the 15.79% interest held by Anglo Philippine Holdings Corp. The deal, worth Php1.26 billion, is aligned with ALI’s thrust 
of expanding its leasing business, according to ALI Chief Financial Officer, Jaime Ysmael. ALI currently owns 49.29% of 
North Triangle Depot Commercial Corp. (NTDCC), the owner and operator of Trinoma. Increasing ALI’s stake to 65.08% 
would make NTDCC a subsidiary whose earnings can be consolidated into ALI’s books. 

 

 The Securities and Exchange Commission (SEC) approved last Tuesday the initial public offering of Profriends Group, 
Inc. The mass housing developer is potentially the first company to list for 2015 upon final clearance from the Philippine 
Stock Exchange (PSE). Profriends Group, Inc. plans to raise up to Php7.71 billion from the sale of 385.75 million 
common shares for up to Php20 per share according to the company’s prospectus. 

 

28-Nov 5-Dec % Change

PSEi 7,294.38 7,230.56 -0.87%

Philippine  Stock Exchange  Index
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 Just before the deadline, Ayala Land, Inc. and GT Capital Holdings have each submitted their proposal for the 
reclamation and development of the 300-hectare area in Manila Bay, joining SM Prime Holdings, Inc. The local 
government unit’s Public-Private Partnership Selection Committee (PPP-SC) will review the documents whether they 
comply with the guidelines.   

Holding Firms 
 

 Metro Pacific Investments Corp. (MPI) will begin negotiations with Bangkok next year for an increase in the Company’s 
stake in Don Muang Tollway Public Co. Ltd. (DMT), a Thailand toll road operator. According to Ramoncito Fernandez, 
president of Metro Pacific Tollways Corp. (MPTC), their intention is to acquire close to 50% but the exact percentage of 
increase from their current stake will depend on how much the ministry of Thailand is going to offer. At present, the Thai 
Ministry of Finance owns 25.1%. of DMT while the Phanichewa family holds another 37.1%.  
 

 According to John Eric Francia, managing director of Ayala Corp. (AC) stated in an interview that the conglomerate is 
not interested in operating and maintaining the 93.77 kilometer Subic Clark Tarlac Expressway (SCTEX). The project is 
currently being subjected to a “price challenge” by the Department of Public Works and Highways (DPWH). According to 
Francia, AC would rather avoid projects that are not strategic or does not have high potential where the company can 
differentiate themselves. 

 
Services 

 The power arm of Aboitiz Equity Ventures, Inc (AEV) plans to spend US$680 million to increase the capacity of its two 
coal-fired power plants as the company capitalizes on the much-needed power investments to address the significant 
power supply shortage in the country. The company intends to add 170 megawatts (MW) to each of its Davao and Cebu 
coal projects, or a combined 340 MW in new power output. The said project will be finance by 70% bank debt and 30% 
equity. 

 
Philippine Bond Market  
 
 
Local fixed income securities traded sideways for most of the week as 
market players stayed on the sidelines, anticipating a lower inflation figure 
versus the previous month, to come out at the end of the week. Market 
speculation of benign inflation was fueled by the continued drop in oil prices. 
After an auction of the Bureau of the Treasury at the start of the week, selling 
ultimately prevailed as market players took a defensive position after the 
release of November inflation figures.   
 
The Bureau of the Treasury successfully conducted a Treasury bill auction 
that concluded at the start of the week. Php8 billion worth of 91-day T-bills 
were fully awarded at an average yield of 1.416%. Likewise, the 182-day and 
364-day T-bills worth Php6 billion each were also fully awarded at an 
average rate of 1.771% and 1.836%, respectively. The government received 
tenders totaling Php59.932 billion, almost thrice the amount offered.  
 
As the week came to a close, Philippine headline inflation slowed to 3.7% 
year-on-year in November versus the 4.3% print last month. The decrease 
was mainly due to the slump in food, fuels and transport prices which slowed 
to 6.5%, 0.3% and 0.2%, respectively.  Core inflation, which excludes volatile 
items such as food and energy, also slowed down to 2.7% this month from 
3.2% in October.  The November figure is the lowest this year and the fourth 
decline since August.    
 
Yields increased by an average of 9.09 basis points across the length of the curve with the short, belly, and long-ends going up by 
16.44, 6.43, and 3.75 basis points, respectively.  
 
Philippine Peso 

 
The Philippine peso posted strong gains during the week as remittances started to come in. Moreover, the positive spread offered 
by local government securities over US treasuries has encouraged investors to increase its allocation in Philippines. The USD/PHP 
pair appreciated against the greenback (+0.79%, week-on-week) to close at 44.54 Friday.  

T enor 28-Nov 5-Dec  Change

1m 1.66 1.90 23

3m 1.66 1.82 16

6m 1.91 2.09 17

1y 2.16 2.25 9

2y 2.81 2.95 14

3y 3.18 3.31 14

4y 3.37 3.43 6

5y 3.48 3.50 2

7y 4.00 3.97 -3

10y 4.14 4.32 18

20y 5.18 5.15 -4

25y 4.79 4.76 -3

Average 9.1

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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Meanwhile, Finance Secretary Cesar Purisima mentioned that despite the recent miss in its economic growth forecast for the third 
quarter, the government’s economic team has retained the country’s official growth target of 7-8% for next year. Despite lingering 
uncertainties on the global front, Purisima is confident that the Philippine economy would pick-up steam during the medium term. 
 
The House of Representatives will allot more than Php1.9 billion out of the proposed Php22.5 billion 2014 supplemental budget for 
the upgrade of the mass rail transit systems in Metro Manila. Bill 5237, which was based on the Palace-proposed additional 
appropriations for this year, will allocate Php977.69 million for the rehabilitation of LRT Lines 1 and 2 while the remaining amount 
(Php957.16 million) will be for MRT 3. The Department of Transportation and Communications wants to take over MRT 3 by next 
year.   
 
In addition, the government’s fiscal deficit narrowed in October, as constraints to spending continued to persist. The budget balance 
stood at Php2.53 billion, 77% down from last year’s Php11.24 billion and 71% short of the Php8.85 billion target for the month. 
Revenues grew 13% to Php152.26 billion, while disbursements expanded at a slower pace of 6% to Php154.79 billion. The recent 
print brings year-to-date tally to Php33 billion, 87% short of full-year target. 
 
The Department of Finance reported that the government’s tax effort improved from 13.7% to 14.1%. However, the recent figure still 
missed the target of 14.7%. Including non-tax income, the government’s revenue effort reached 15.8% as of end-September, higher 
than the 15.3% recorded a year ago and exceeding the target of 15.7% for the year.  
 
According to the Bangko Sentral ng Pilipinas, the country’s gross international reserves (GIR) reached US$79.0 billion for the month 
of November. The latest GIR data was lower by US$400 million than the previous month primarily because of foreign exchange 
operations by the central bank, payments for maturing foreign exchange obligations of the government, and revaluation adjustments 
in the central bank’s gold holdings and foreign reserves.  Moreover, the November 2014 international reserves can cover nearly 11 
months’ worth of imports of goods and payments of services and income. 
 
 

The week ahead (December 8 – December 12)  

  
We expect the local equities market to trade within a tight range of 7,150 to 7,330 next week as investors reassess their positions in 
anticipation of the BSP’s monetary board meeting scheduled to happen next week.  
 

For the local fixed income market, we expect sideway trading as market players look ahead to the BSP’s monetary board meeting 
on December 11. We expect that volume will be thin next week as most investors remain defensive ahead of the meeting as well as 
due to the holiday season. As such, we anticipate trading to occur within a 5 to 10 basis point range next week.  

We expect the Peso to continue to likewise trade at a tight range with a bias for further appreciation ahead of the BSP meeting, and 
as investors start to secure their positions for the end of the year.  

 

 
 

 


