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December 09, 2013 

Global Financial Markets 
 
Global equities markets nursed losses throughout the week as investors mulled over the implications of strong US 
economic data to the timing of the Fed’s bond purchase tapering. US Treasury prices were also lower for the same reason. 
Meanwhile, the euro managed to strengthen against the greenback after the European Central Bank decided to hold its 
key interest rate steady following its policy meeting concluded Thursday. 
  

Global Equities 
 
Global equities markets were 

mostly lower throughout the week 

as investors remained cautious 

ahead of key US non-farm payrolls 

data due to be released on Friday 

(December 6), and as positive 

manufacturing activity and private 

sector payrolls reports reignited 

concerns of an earlier-than-

expected bond purchase tapering 

by the US Federal Reserve.  

In the US, investor sentiment was 

largely driven by a slew of mostly 

upbeat economic data releases 

including ISM manufacturing and 

non-manufacturing PMI data, 

private sector payrolls from 

Automatic Data Processing Inc., 

new home sales and the Federal 

Reserve’s periodical beige book 

report. A stronger-than-expected 

upward revision of the 3
rd

 quarter 

GDP figure and improving jobless 

claims further caused market 

players to speculate that a 

December tapering was not off the 

table.  

European shares were mostly mirrored losses in Wall Street, with investors ignoring a handful of positive data releases from the 

region. Moreover, a report which showed that factory prices plunged in October fanned fears of deflationary pressures. Further 

validating these fears were the ECB’s inflation forecasts of 1.1% in 2014 and 1.3% in 2015, both far below the ECB’s target of 2%. 

Asian markets likewise tracked the movements of their western counterparts, with concerns on early tapering weighing on investor 

sentiment.  

Week-on-week, the MSCI World Index lost 1.84% led by the European region, which gave up 3.33% and the Asia Pacific ex-Japan 

region, which pared 1.12%. The Dow Jones Industrial Average and the S&P500 likewise surrendered 1.65% and 1.15%, 

respectively.  

Economic data releases for the week were mostly positive, especially from the US, which caused renewed speculation that the 

Fed’s tapering might come earlier than expected. 

 For the third quarter of 2013, the US economy grew at a much faster pace than initially estimated. US GDP grew at a 
seasonally adjusted 3.6% for the third quarter, stepping right over the market estimate of 3.1% and the initial estimate 
of 2.8%. This marked the strongest pace of growth since the first quarter of 2012. However, this stronger figure was 
entirely driven by a spike in business inventories, which could weigh negatively on growth for the fourth quarter. The 
change to private inventories was the largest since the first quarter of 1998. Excluding inventory changes, GDP grew 

28-Nov-13 05-Dec-13 % Change

MSCI World 1,628.88 1,598.88 -1.84%

MSCI Europe 111.10 107.40 -3.33%

MSCI Asia-Pacific ex-Japan 472.48 467.18 -1.12%

Dow Jones Industrial Average 16,086.41 15,821.51 -1.65%

S&P 500 1,805.81 1,785.03 -1.15%

Global Equity Performance
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by only 1.9%. Meanwhile, consumption growth was at just 1.4%, the weakest increase since the end of the recession. 
Government spending did tick up by 1.7%, which was the strongest gain since 2009. 

 US new home sales spiked last October, up 25% month-on-month to an annual rate of 444,000, higher than the 
market estimate of 429,000. The figure marked the highest monthly gain in over thirty years. Revised sales figures, 
meanwhile, fell to an average annual pace of 369,000 from July through September, lower than the 445,000 average 
pace recorded in the first half of the year. August sales were likewise lower by 10% than previously reported, and 
June and July were both revised downwards 0.9% and 4.4%, respectively. Meanwhile, September sales fell 6.6% 
from August, and 7.8% year-on-year. Due to the spike in sales for October, inventory of new homes fell to a 4.9-month 
supply, down from the 6.4 months last September. 

 Initial claims for jobless benefits in the US fell by 23,000 last week to a seasonally adjusted 298,000, much lower than 
the market estimate of 320,000. The less-volatile four-week moving average of claims also dropped 21,000 to 
2,744,000 compared to the market estimate of 2,800,000. This was the lowest level since December of 2007. 

 Data released by Automatic Data Processing, Inc. (ADP) and Moody’s Analytics showed that private-sector jobs in the 
U.S. rose by 215,000 in October, far exceeding the market expectation of 170,000. October’s figure was also upwardly 
revised to 184,000 from 130,000. According to the report, "Employers across all industries and company sizes looked 
through the political battle in Washington. If anything, job growth appears to be picking up." Small businesses, which 
employ between one to 49 workers hired 102,000 new employees while medium-sized businesses, with 50 to 499 
workers added 48,000 jobs. Large businesses with over 500 employees hired 65,000.  

 According to the Federal Reserve’s beige book, which is a gathering of "anecdotal information on current economic 
conditions”, the US economy grew at a “modest to moderate” pace in recent months. Seven of the Fed’s 12 districts 
reports steady growth while four indicated a slower expansion. Meanwhile, Boston reported expanding economic 
activity. For all districts, the pace of hiring was mostly unchanged or showed a modest increase. It was also noted that 
there appeared to be a lack of qualified workers, especially for high-skilled positions in most districts. Consumer 
spending also increased in almost all districts, with retails stating that they were “hopeful yet cautious” about the 
coming holiday season. The housing market was strong, though there was some slowing in single-family home sales 
due to seasonal factors. Nevertheless, sales were largely above year-ago levels. 

 For the month of November, the Institute for Supply Management’s (ISM) manufacturing purchasing managers’ index 
improved to 57.3, hitting a two-and-a-half year high, from October’s 56.4. Market estimate was for the figure to come 
in at 55.1. According to the report, 15 out of 18 manufacturing industries reported monthly growth, indicating that the 
positive growth trend characterizing the second semester of 2013 was continuing. The new orders index climbed to 
63.6 from 60.6, posting the fourth consecutive above-60 level, and the exports index rose to 59.5 following 57.0 in 
October. Meanwhile, the prices paid index fell to 52.5 from 55.5. 

 Construction spending in the US gained by 0.8% month-on-month last October to an annual rate of US$908.4 billion, 
the highest level in over four years. Public construction projects drove the rebound, rising 3.9%, the largest increase 
since March 2004, which helped counter a drop in private outlays. State and local government boosted spending at a 
pace of 3.2%, while the federal government increased outlays by 10.9%, the largest month-on-month gain since 
January 2011. On the other hand, private home building fell 0.6%, posting a third consecutive monthly drop.  

 For the month of October, the Organization for Economic Co-operation and Development’s annual rate of inflation 
dropped for a third consecutive month. Year-on-year inflation in the organization’s 34 developed-country members slid 
to 1.3% following the 1.5% in September.  

 German retail sales unexpectedly dropped in October. Retail sales declined 0.8% month-on-month as sales volumes 
hit the lowest level since December 2012. Market estimate was for sales to rise 0.5%. However, the overall trend 
remains slightly positive, with German retail sales in the first 10 months of the year up 0.2% on the year. 

 China’s manufacturing sector remained in expansion territory last month. The official government PMI printed at 51.4 
in November, higher than the market estimate of 51.1, from 51.4 in October. However, many of the PMI's key sub-
indices showed weaker growth, while employment remained in contraction. The data showed a second straight month 
of decline in the new orders sub-index, although export new orders were slightly higher, rising to 50.6 from 50.4. The 
sub-index for smaller companies was much weaker, remaining in contraction territory at 48.3, down from 48.5 and 
losing ground for the fourth straight month. In contrast the measure for large companies was at a 19-month high, 52.4 
from 52.3 in October. 
 

Global Bonds 

 

US Treasury prices suffered losses throughout the week amid a volley of 

upbeat economic data from the housing and jobs sectors. Investors were also 

cautious ahead of the non-farm payrolls data slated for release on Friday, 

especially as the initial market estimate of 193K was upwardly revised to 

212K. All these served to add to the case of a potential December tapering by 

the US Federal Reserve. Week-on-week, the 10-year benchmark yield rose 

13.44 basis points to 2.872%. 

US Treasury Yield Curve

Tenor 28-Nov 5-Dec  +/- bps

3m 0.061 0.056 -0.50

6m 0.101 0.091 -1.01

2y 0.285 0.301 1.60

5y 1.364 1.485 12.14

10y 2.737 2.872 13.44

30y 3.815 3.914 9.88
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Currencies  
 

The euro managed to appreciate modestly against the dollar after the 

European Central Bank decided not to reduce its key lending rate during 

its policy meeting on Thursday.  According to ECB President Mario 

Draghi, the Governing Council didn't identify any particular instrument as a 

potential tool in case further action is needed, and added that the ECB’s 

forward guidance was working thus far, which gave little reason for the 

central bank to be in a hurry to take more policy actions. Earlier during the 

week the euro had depreciated against the greenback amid a number of 

strong US economic data releases.  

Week-on-week, the euro gained 0.57% and 0.30% against the euro and the Japanese yen, respectively.  

 

The week ahead (Dec 09 – Dec 13) 

 

This week, trading in global financial markets was largely driven by economic data releases from the US, most of which added to 

the case for an earlier scale-back of the Fed’s bond purchases.  This further added to market jitters as the December 17-18 FOMC 

meeting (the last one for the year) approaches, since bets for an announcement of a taper by then were not yet off the table.  Thus, 

we expect equities markets to trade with a downward bias next week, especially if the widely-watch non-farm payrolls data comes 

out stronger than expected. US Treasury yields will likely continue to rise and the US dollar would strengthen against its currency 

peers for the same reason. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Currencies 

29-Nov 6-Dec % Change

USD/PHP 43.760 43.970 -0.48%

EUR/USD 1.3591 1.3668 0.57%

GBP/USD 1.6368 1.6355 -0.08%

USD/JPY 102.44 102.17 0.26%

AUD/USD 0.9108 0.9060 -0.53%

USD/CHF 0.9062 0.8959 1.15%

EUR/CHF 1.23162 1.22453 0.58%

EUR/JPY 139.22 139.64 -0.30%
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Philippine Financial Markets 

The local equities market gave back the previous week’s gains, tracking regional losses amid speculation that the US 
Federal Reserve could taper its bond purchases earlier than expected. Prices of local government securities likewise fell 
as market players remained defensive ahead of key US economic data releases, and amid profit-taking and the lack of 
bond-friendly news. The Philippines peso weakened against the US dollar also on fears of an early Fed taper.  
 
 
Local Equities 
 

The local equities market declined this week as improving US economic data 

(manufacturing, new home sales and initial jobless claims) spurred speculation 

that the Federal Reserve would taper its bond buying program sooner than 

expected.  Data released for ISM manufacturing was 57.3, versus the initial 

estimate of 55.1. Note that values beyond 50 indicate expansion. New home 

sales also came out better than expected at 444,000 versus survey of 

429,000, though this still lags the pre-crisis levels of 1.4 million homes.   Lastly, 

initial jobless claims came out lower at 298,000 versus consensus expectation 

of 320,000, indicating improving employment conditions.  Week-on-week, the 

index lost 193.88 points, or -3.12%, to close at 6,014.94. For the week, foreign investors were net sellers at Php2.02 billion.  

 
Properties 

 Vista Land & Lifescapes (VLL) is looking to establish its presence in 100 cities and municipalities in the country in the 
medium term.  According to Vista Land Chairman Manuel Villar, the company has engaged in around 65 areas right 
now and wants to increase it 100. For next year, the company is planning to expand in roughly 10 new locations. He 
stated that they continue to be bullish and will build more Camella homes in the provinces and second-tier cities. 
 

Construction 

 Manila North Tollways Corp. (MNTC), a subsidiary of Metro Pacific Tollways Corp., is looking to issue corporate bonds 
amounting to roughly Php7 billion by the end of the first quarter, according to MNTC President Chief Executive Officer 
Rodrigo E. Franco. He pointed out that the amount will be used to help bankroll the company’s Php11.9 billion two-
segment Harbor Link project. Mr. Franco added that they have already raised money from bilateral loans and are 
expecting Php2 billion from those bilateral facilities. 

 
Telecommunications 

 Philippine Long Distance Telephone Co. (PLDT) may increase its capital expenditure (capex) next year to support 
funding for rehabilitation of damaged network infrastructure caused by the super typhoon Yolanda. According to PLDT 
President and Chief Executive Officer Napoleon Nazareno, the company is looking at around Php29 billion in capex 
next year. He added that the company is still assessing the damage, but stated that they do not see a big dent. He 
said the rehabilitation might cost a couple of hundred million pesos or around 140 base stations down, that they have 
to rebuild. 

 
 Globe Telecom, Inc. is borrowing Php7 billion with Land Bank of the Philippines with a 7-year term. The proceeds of 

the loan will be used to bankroll the company’s general and corporate requirements for capital expenditures for next 
year. Globe has not given a word yet with regards to how much the capex will be for 2014, but it has set up US$500 
million this year to finance operations and complete its network modernization. 

 
 
 
 
 
 
 
 
 
 

29-Nov 6-Dec % Change

PSEi 6,208.82 6,014.94 -3.12%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
Prices of local government securities fell for the week as market players 
remained defensive and stayed on the sidelines ahead of key economic data 
releases from the US. Moreover, profit-taking was seen on the intermediate 
and long-tenor buckets as risk-off sentiment ensued given higher inflation 
outlook, lack of bond friendly news, positive data from the US and 
expectations for a strong non-farm payrolls report which reignites tapering 
concerns as this might occur sooner than anticipated. For the week, yields 
climbed by an average of 11.2 basis points led by the long-end of the curve, 
which advanced by 16.4 basis points. Likewise, the belly and short-end of 
the curve increased by 13.3 and 4.7 basis points, respectively. 
 
The government rejected all bids during the 5-year FXTN re-issuance last 
December 3, indicating that the government’s finances remain strong even 
following the recent calamity of Typhoon Yolanda. Bids were rejected as the 
yield on the 2.125% notes would have come out to 2.997% should the 
government have sold all US$30 billion. This compared to the secondary 
market rate of 2.775%, and the 3.002% during last September’s sale. Total 
bids for the auction amounted to Php46.5 billion. 
 
Data from the Bureau of the Treasury (BTr) showed that the government’s fiscal deficit stood at Php11.24 billion in October, slightly 
narrower than Php11.66 billion registered in the same period last year. Government revenues for the month marginally declined to 
Php134.31 billion from Php134.32 billion during the same month last year. Likewise, expenditures slightly fell to Php145.546 billion 
against Php145.984 billion in the comparable period last year. Moreover, the October figure has brought the 10-month tally to a 
deficit of Php112.46 billion, narrower than the Php115.61 billion posted a year ago. 
 
 
 
Philippine Peso 
 
The Philippine peso started the week on a positive note as remittances flowing into the country increased for the Christmas season 
and as people sent more dollars to support the victims of the recent super typhoon. However, the peso pared earlier gains and 
depreciated throughout the latter part of the week on the back of strong economic data from the world’s largest economy, which 
sparked fears of an early tapering of the Fed’s bond purchases. Week-on-week, the local currency lost 21 centavos to 43.970. 
 
For the month of November, consumer prices rose by 3.3% year-on-year, lower than the Bloomberg consensus estimate of 3.5%. 

The figure was higher than October’s 2.9% increase, primarily due to higher prices of food, utilities and transportation. Not including 

the volatile food and energy categories, core prices rose 2.8%, higher than October’s 2.5%. For the first 11 months of the year , 

average inflation is registered at 2.8%, still below the government's targeted range of 3%-5% for the year. 

 

According to the Bangko Sentral ng Pilipinas (BSP), bad debts of universal and commercial banks amounted to Php102.09 billion 

as of September, or 1.29% lower than Php103.42 billion registered in the same period last year. This is an indication of the banks’ 

prudent risk management despite an expansion in total loan portfolio. The total lending portfolio of banks significantly increased, 

growing by 13.88% to Php3.922 trillion from Php3.444 trillion recorded in the same period a year ago. 

 

Investment pledges soared by 18% in the January to October period to Php361.3 billion from Php266.3 billion registered in the 

same period last year, according to the Board of Investments (BoI). Broken down, foreign sources of investments pledged a total of 

Php51.1 billion for the period, or 141% higher than the comparable period in 2012. Meanwhile, domestic sources pledged Php263.2 

billion or up by 7% from Php245.1 billion in the same period a year ago. Moreover, 80%, or Php252.8 billion of the total investment 

pledges registered with the agency went to the energy sector. 

 

According to data released by the National Statistics Office, the number of construction activities amounted to 24,145 in the third 

quarter, nearly 7% higher than the 27,323 recorded during the same period in 2012. The uptick was mainly due to increased 

construction of residential properties, which countered a decline in building of nonresidential structures. For the quarter, residential 

construction activities rose by roughly 12% to 21,842 while nonresidential activities fell 11.5% year-on-year to 3,263. Repairs and 

alterations were also down by 1.75% to 4,040. In peso terms, the NSO reported that the value of all construction activities for the 

third quarter totaled Php71.4 billion, 11% higher year-on-year. 

 

T enor 29-Nov 6-Dec  Change

1m 0.37 0.40 4

3m 0.37 0.47 10

6m 0.51 0.56 5

1y 0.92 0.91 0

2y 2.21 2.28 7

3y 2.36 2.41 5

4y 2.97 3.14 17

5y 2.99 3.29 30

7y 3.44 3.51 7

10y 3.65 3.66 1

20y 4.60 4.81 21

25y 4.99 5.26 28

Average 11

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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December 09, 2013 

The week ahead (Dec 09 – Dec 13) 

 
We expect the local equities market to trade lower next week as funds continue to flow out of emerging markets (EM) and into 
developed markets (DM).  Year-to-date net foreign outflow in Thailand is now at US$5.4 billion, with Indonesia at US$1.4 billion, 
while the Philippines still has YTD inflows of US$809 million.  These three countries have been experiencing net outflows for the 
past few months.  We think there will be more outflows moving forward as releases of more US economic data point toward further 
improvement in their economy, based on recent positive economic indicators (initial jobless claims, US manufacturing PMI and new 
home sales).  The PSEi will most likely break down from the 6,000 support next week.  Trading range will be from 5,750 to 6,000.   

 

On the local fixed income space, market players will likely remain defensive ahead of the BSP’s monetary board meeting on 
December 12, with expectations of no rate changes. They will be more watchful on the release of key economic data from the 
world’s largest economy highlighted by the release of US non-farm payrolls report which is expected to come out higher. Hence, we 
expect yields to trade sideways with a slight upward bias. Meanwhile, the movement on the local currency will continue depend on 
US economic data releases, which would help determine the Fed’s plans on a possible early QE3 tapering during its December 17-
18 FOMC meeting. 

 


