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August 7, 2014 

Local 
 

 The local equities market declined yesterday as investors adopted a flight to safety sentiment on the back of 
heightened geopolitical tensions in Ukraine and Russia. The PSEi lost 25.03 points, or -0.36% to close at 
6,948.97. All indices ended negative except for the property sector, which rose by 0.11%. Market breadth was 
negative with 101 declines outnumbering 67 advances, while 45 issues remained unchanged. Total value 
turnover reached Php1.38 billion. Foreign investors were net sellers at Php516.0 million. 

 The country’s biggest oil refiner-retailer, Petron Corp. (PSE Ticker: PCOR), reported net income of Php3 billion 
for the first half of 2014, nearly three times higher than the Php1.1 billion posted last year. Profits rose on the 
back of higher sales volumes from its Philippine and Malaysian operations. Sales volume from the Philippines 
increased by 10% to reach 25.1 million barrels, while volume from Malaysia surged by 6% to 18 million barrels. 
This translated to an 18% increase in consolidated sales revenue from Php218.8 billion in 2013 to Php258.2 
billion in 2014. PCOR expects this strong growth to continue as its largest project, the $2 billion Refinery Master 
Plan 2 (RMP-2), is scheduled to be fully operational by 2015. 

 The government, through the Department of Energy and the Climate Change Commission, partnered with 
Germany’s federal enterprise to conduct a study on the use of renewable energy for off-grid areas. Based on 
their study, the use of renewable energy as alternative power source can reduce generation rate by up to 45% 
in the next 10 years. Total savings from the said alternative was estimated to be Php360.9 million in generation 
costs and Php250 million in universal charges over the same time period. The introduction of renewable energy 
was also expected to avoid about 6 million liters of diesel and emission of 15,000 tons of CO2 over the first 11 
years of renewable energy-hybrid operations. 

 Demand for 3Y peso-denominated bonds spiked yesterday, driving prices up and yields down for the same. The 
uptick was brought about by the anticipated debt exchange, wherein the government will exchange shorter-
tenor government securities, such as the said bond, for Php60Bn worth of notes due August 2024.  The Bureau 
of Treasury canceled an auction for 10Y bonds slated for August 19th on account of the planned bond swap. 
Yields on the 3Y bond fell 4 basis points, day-on-day, to 2.69% as of closing today. On average, yields gained 
0.81 basis points across the length of the curve with the short and long ends adding 3.2 and 2.2 basis points, 
respectively. The belly of the curve, however, slid 1.9 basis points on heavy buying. 

 The Philippine peso, meanwhile, declined -0.30%, day-on-day, to 43.710 against the US Dollar on renewed 
optimism on the US economy and resurfacing geopolitical tensions brought about by indications that Russian 
President Vladimir Putin will retaliate against the West on account of sanctions they recently imposed on his 
country. Thus far, the rhetoric has been limited to revocation of commercial airlines' over-fly rights on Russian 
airspace.  
 

 

US and Europe 
 

 US equities managed to end the day slightly higher amid the lack of market-moving news. The Dow Jones 
Industrial Average tickled up 13.87 points to 16,443.34 and the S&P500 index inched higher by 0.03 of a single 
point to 1,920.24. 

 US trade deficit narrowed by 7% month-on-month last June to a seasonally adjusted US$41.54 billion, compared 
to the market estimate of a US$44.8 billion deficit. The sharpest contraction in the trade gap since November 
2013 came as imports declined by 1.2% in June posting the steepest drop in a year, while exports were up 
slightly by 0.1% to a record high. The smaller gap caused several economists to revisit their second quarter GDP 
growth forecasts even higher than the initially reported 4% last week.  

 US Treasury prices gained ground as a flight-to-safety stance was observed amid ongoing geopolitical tensions 
in Ukraine and Russia. The 10-year bond yield went down 1.7 basis points to 2.467%. 

 European shares fell back following news that Italy had gone back to recession and a “horrible” factory order 
report from Germany. According to Germany’s economy ministry, the country’s manufacturing orders fell 3.2% 
on a monthly basis, much worse than the market estimate of a 0.8% gain. It is likely that geopolitical risks 
weighed on the orders. The FTSEurofirst300 index fell 10.94 points to 1,323.65. 

 The US Dollar climbed relative to the Euro yesterday as Italy's entry into recession after 2 consecutive quarters 
of decline, escalation of geopolitical tension in the Russia-Urkanian border and a smaller-than-expected US trade 
deficit all helped the greenback appreciate 0.13% to EUR/USD 1.3351 from 1.3369 the previous day. 



 

 This material, which is strictly for information purposes only, is for your sole use, does not constitute a recommendation or an offer to sell or a solicitation to buy any financial product. Any information is 
subject to change without notice and BPI is not under any obligation to update or keep current the information contained herein. You are advised to make your own independent judgment with respect to the 
matter contained in this document. No liability whatsoever is accepted for any loss that may arise (whether direct or consequential) from any use of the information contained herein. 
All funds managed by BPI Asset Management and affiliates are Trust and/or Investment Management Funds, which do not carry any guarantee of income or principal, and are NOT covered by the Philippine 
Deposit Insurance Corporation.  Past performance is not a guarantee of future results. BPI Investment Funds are valued daily using the marked-to-market method. 

August 7, 2014 

Asia Pacific 
 
 

 Asian markets were mostly down yesterday as Russian troops massed on the their border with Ukraine, 
prompting fears an invasion is increasingly likely. The Japanese Nikkei, Australian ASX 200 and Indian Sensex 
declined 160.52 points (-1.05%, DoD), 6.60 points (-0.12%, DoD) and 242.74 points (-0.94%, DoD), 
respectively. The ongoing sell-off of Softbank in Japan, fears that the Russia-Ukraine standoff would lead to 
higher oil prices and full-scale war weighed on the abovementioned bourses while, in China, monetary 
contraction led banks and developers to take profit dragging down the Shanghai Composite by 2.48 points or -
0.11%, day-on-day. 
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August 7, 2014 

Key Indicators 
 
 

EQUITIES BENCHMARK INDICES 6-Aug-14 DoD change WoW change MoM change Ytd change 

Philippine Stock Exchange Index 6,948.97 -0.36% 1.18% -0.19% 17.98% 

MSCI World USD Index 1,693.13 -0.30% -2.70% -3.99% 2.36% 

MSCI All Country Asia Pacific ex-Japan Total Returns 413.11 -0.32% -1.79% 0.59% 10.18% 

MSCI Europe USD Index 1,712.93 -0.94% -3.34% -6.80% -2.46% 

FTSEurofirst 300 Index 1,323.65 -0.82% -3.14% -5.06% 0.71% 

Dow Jones Industrial Average Index 16,443.34 0.08% -2.59% -3.66% -0.21% 

Standard & Poor’s 500 Index 1,920.24 0.00% -2.53% -3.28% 4.28% 

YIELDS AND PRICES 6-Aug-14 DoD change WoW change MoM change Ytd change 

91-Day Philippine Treasury Bill Yield (PDST-F) 1.5871 -0.00% 0.17% 0.27% 1.10% 

1-Year Philippine Treasury Bill Yield (PDST-F) 2.0750 -0.10% 0.04% 0.19% 1.14% 

ROP2021 (Price) 106.638 0.10  0.22  0.84  3.02  

ROP2034 (Price) 124.363 (0.34) (2.28) (0.90) 4.81  

3-Month US Treasury Yield 0.0203 0.00% -0.01% 0.02% -0.04% 

2-year US Treasury Yield 0.4564 -0.01% -0.10% -0.05% 0.07% 

10-year  US Treasury Yield 2.4708 -0.01% -0.09% -0.17% -0.53% 

30-year US Treasury Yield 3.2700 -0.01% -0.04% -0.20% -0.67% 

3-Month German Treasury Bill Yield -0.022 -0.01% -0.00% 0.02% -0.09% 

Dubai Crude Oil Spot ($/bbl) 103.24 -0.53% -1.93% -4.06% -5.01% 

1-month Nymex oil futures ($/bbl) 96.92 -0.47% -3.34% -6.86% -3.39% 

Gold Spot ($/oz)  1,305.85 1.32% 0.74% -1.11% 7.62% 

USD/PHP (PDEX close)  43.710 0.14  0.29  0.24  (0.69) 

Source:  Bloomberg           
 
 

Asian Equity Markets 
 

Asia Pacific Markets 
Last Trade as of August 6, 2014 

Country Index Value DoD Change % Change 

Asia Pacific MSCI AC Asia Pacific Index 146.21  - 0.58 - 0.40 

Australia S&P/ASX 200 Index 5,511.99  - 6.57 - 0.12 

China Shanghai SE Comp Index 2,217.47  - 2.48 - 0.11 

Hong Kong Hang Seng Index 24,584.13  - 64.13 - 0.26 

India SENSEX 25,665.27  - 242.74 - 0.94 

Indonesia Jakarta Composite Index 5,058.23  - 50.86 - 1.00 

Japan Nikkei 225 15,159.79  - 160.52 - 1.05 

Malaysia KLCI 1,869.92  - 6.77 - 0.36 

New Zealand NZX 50 Index 5,092.23  - 11.94 - 0.23 

Singapore Straits Times Index 3,320.23  - 7.44 - 0.22 

South Korea KOSPI 2,060.73  - 5.53 - 0.27 

Taiwan TWSE 9,143.97  + 2.53 + 0.03 

Thailand SET Index 1,522.41  - 6.57 - 0.43 

 
 

Local Bond Market 
 

Peso Interest Rates (PDEX PDST-R2) 
  6-Aug-14 5-Aug-14 Difference     6-Aug-14 5-Aug-14 Difference 

1 month 1.5000 1.5000   0.000   4 year 2.9058 2.9223 - 0.016 
3 month 1.3198 1.2724 + 0.047   5 year 3.6000 3.6000   0.000 
6 month 1.7750 1.7750   0.000   7 year 3.6926 3.7056 - 0.013 

1 year 1.8225 1.7421 + 0.080   10 year 4.0000 3.9750 + 0.025 
2 year 2.3727 2.3988 - 0.026   20 year 5.1250 5.1000 + 0.025 
3 year 2.6509 2.6910 - 0.040   25 year 5.1119 5.0972 + 0.015 
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August 7, 2014 

Upcoming Economic Releases  
 

Date Philippines 
Period 
Covered 

 Date US 
Period 
Covered 

8/7/2014 Philippines Gross Intl Reserves Jul  8/7/2014 US Initial Jobless Claims SA Aug 2 

8/12/2014 Philippines External Trade Exports 
YoY 

Jun 
 

8/8/2014 Merchant Wholesalers Inventories Total Monthly 
% Change 

Jun 

8/12/2014 Philippines External Trade Exports Jun 
 

8/13/2014 US Treasury Federal Budget Debt Summary 
Deficit Or Surplus NSA 

Jul 

8/15/2014 Philippines Overseas Filipino 
Workers Remittances YoY 

Jun 
 

8/13/2014 Mortgage Bankers Association US Mortgage 
Market Indx Weekly % Change SA Old Meth 

Aug 1 

8/15/2014 Philippines Overseas Filipino 
Workers Remittances 

Jun 
 

8/13/2014 Adjusted Retail & Food Services Sales SA Total 
Monthly % Change 

Jul 

   
 

8/14/2014 US Import Price Index by End Use All MoM NSA Jul 

   
 

8/15/2014 US Empire State Manufacturing Survey General 
Business Conditions SA 

Aug 

   
 

8/15/2014 US Foreign Net Transactions Jun 

   
 

8/15/2014 US Industrial Production MoM 2007=100 SA Jul 

   
 

8/15/2014 University of Michigan Survey of Consumer 
Confidence Sentiment 

Aug 

    
Sources: BPI, Business World, PDI, Phil Star, Manila Bulletin, Reuters, Briefing, Bloomberg, CNN, Dow Jones 

 
 
 

 

 

 

 

 

  


