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August 8, 2014 

Local 
 

 The local equities market managed to recover yesterday after two consecutive days of decline as investors 
considered both geopolitical tensions in Ukraine and companies’ strong 2Q results. The PSEi gained 6.24 points, 
or -0.09% to close at 6,955.21. Most indices ended higher led by the mining and oil (+1.85%) and holding firms 
(+0.79%), while the services sector declined by 1.03%. Market breadth was positive with 94 advances 
outnumbering 83 advances, while 43 issues remained unchanged. Total value turnover reached Php6.95 billion. 
Foreign investors were net sellers at Php169.0 million. 

 The Philippines’ foreign exchange reserves continued to rise for the fourth consecutive month in July. According 
to the BSP, the country’s gross international reserves (GIR) increased from $80.73 billion in June to $80.95 
billion in July, but still lower than the $83.17 billion recorded in July last year. This amount of reserves is enough 
to cover 11 months’ worth of imports of goods and payments of services and income. It is also equivalent to 7.7 
times the country’s short-term external debt based on original maturity and 5.7 times based on residual maturity. 
The GIR growth was due to higher deposits by the Treasurer of the Philippines (TOP), foreign exchange 
operations of the BSP, and income from the BSP’s investments abroad. 

 The World Bank cut its economic growth forecast for the Philippines from 6.6% to 6.4% in 2014 and from 6.9% to 
6.7% in 2015 on the back of slower-than-expected GDP growth in the first quarter of 2014, lower government 
spending in the second quarter and monetary policy tightening in the first seven months of the year. The 
Philippines, however, was still projected to be the second fastest growing country in the East Asia region, next to 
China.  The World Bank noted that the country’s robust growth has now begun to translate to poverty reduction. 
The country’s poverty incidence declined by 3% between 2012 and 2013 while unemployment fel l to 7% in April 
of this year from 7.6% last year. Moving forward, the World Bank believes that the government must implement 
more reforms such as simplification of the tax regime to reduce the cost of doing business in the country. 

 Quiet fixed income trading yesterday led to relatively flat movement of the yield curve. For the most part, short-
term T-Bills were traded yesterday as market players rebalanced their portfolios. On average, yields dropped -
0.96 basis points while the long and short ends of the curve lost -3.1 basis points and -0.1 basis points, 
respectively. The belly of the curve, meanwhile, gained 0.20 basis points.  

 The peso depreciated relative to the US Dollar yesterday, falling 0.80% day-on-day to close at USD/PHP44.07 
versus 43.82 the previous day. Growing optimism with regard to the US economy coupled with the World Bank 
cutting the Philippines’ growth forecast from 6.6% to 6.4% led to the outperformance of the greenback yesterday. 

 
 

US and Europe 
 

 US equities fell back in thin trading, dragged by recurring concerns on geopolitical tensions across the globe. 
The Dow Jones Industrial Average index declined 75.07 points to 16,368.27. The S&P500 index lost 10.67 points 
to 1,909.57. 

 US jobless claims fell by 14,000 to a seasonally adjusted 289,000 last week, the second-lowest level of 2014. 
This compared to the market estimate of 304,000. The four-week moving average of claims likewise fell by 4,000 
to 293,500. Continuing claims, or those drawn by workers for more than a week, declined by 24,000 to a 
seasonally adjusted 2.512million. 

 Consumer credit in the US increase by US$17.255 billion in June, lower than the market estimate of US$18.65 
billion, mainly due to continued growth of non-revolving credit such as student and car loans. Revolving credit, 
which includes credit cards, grew by a mere US$1 billion. On an annualized basis, consumer credit rose by an 
annual rate of 6.5% as non-revolving credit spiked 8.4% and revolving credit crept higher by 1.3%. 

 US Treasury prices rallied for a fifth consecutive day as geopolitical tensions and wobbly equity markets caused 
investors to flock to safe-haven assets. The 10-year bond yield sank 5.9 basis points to 2.411%. 

 European shares declined amid concerns on Portugal’s financial sector, weak German industrial production data, 
and after NATO implored Russia to pull back its militant forces. The FTSEurofirst300 index fell 9.38 points to 
1,314.27. 

 In other news, the European Central Bank (ECB) kept its benchmark interest rate at a record low of 0.15% as 
expected. According to ECB President Mario Draghi, it is still too early to judge whether Russia’s sanctions on 
EU exports would significantly hit the Euro-zone economic recovery. He likewise noted that a recent survey 
detected a pickup in credit demand since the beginning of the financial crisis. He further went on the elaborate on 
the various positive impact that the stimulus measures enacted in June was having. 
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 The US Dollar traded sideways yesterday as the ECB's Draghi alluded to the longer-term divergence of 
Eurozone monetary policy from that of the US. Encouraging US employment data point to jobless levels 
returning to pre-crisis levels with the 4 week moving average for unemployment claims declining to 293,500, the 
lowest since February '06. This, in stark contrast to the continuing economic stagnation in Europe, imply that 
investors will favor the Dollar going forward, though it closed 0.009% lower at EUR/USD 1.3364 versus 1.3351 
the previous day. 

 

Asia Pacific 
 

 Asian markets were mostly down yesterday except for the Japanese Nikkei, which broke a 5-day losing streak on 
upbeat corporate performance, to close +0.48% DoD or 72.58 points higher. For the rest of Asia, the Chinese 
Shanghai Composite Index, Hong Kong's Hang Seng and Indian Sensex declined by 29.80 points (-1.34%, 
DoD), 196.57 points (-0.80%, DoD) and 76.26 points (-0.30% DoD), respectively. Sustained monetary tightening 
in China hurt the financial sector, while gaming sector losses in Hong Kong dragged the bourse down and finally 
a stronger Rupee relative to the USD hurt Information-Technology companies, which earn in Dollars, in India. 
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Key Indicators 
 
 

EQUITIES BENCHMARK INDICES 7-Aug-14 DoD change WoW change MoM change Ytd change 

Philippine Stock Exchange Index 6,955.21 0.09% 1.32% -0.63% 18.09% 

MSCI World USD Index 1,684.71 -0.50% -1.73% -3.99% 1.85% 

MSCI All Country Asia Pacific ex-Japan Total Returns 410.93 -0.53% -1.80% -0.13% 9.59% 

MSCI Europe USD Index 1,700.52 -0.72% -2.84% -6.70% -3.16% 

FTSEurofirst 300 Index 1,314.27 -0.71% -2.60% -4.88% -0.00% 

Dow Jones Industrial Average Index 16,368.27 -0.46% -1.18% -3.85% -0.67% 

Standard & Poor’s 500 Index 1,909.57 -0.56% -1.09% -3.44% 3.70% 

YIELDS AND PRICES 7-Aug-14 DoD change WoW change MoM change Ytd change 

91-Day Philippine Treasury Bill Yield (PDST-F) 1.5979 0.01% 0.15% 0.24% 1.11% 

1-Year Philippine Treasury Bill Yield (PDST-F) 2.0750 0.00% 0.03% 0.10% 1.14% 

ROP2021 (Price) 106.660 0.02  0.22  0.90  3.04  

ROP2034 (Price) 123.940 (0.42) (2.25) (1.14) 4.38  

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

2-year US Treasury Yield 0.4285 -0.03% -0.10% -0.08% 0.04% 

10-year  US Treasury Yield 2.4114 -0.06% -0.15% -0.20% -0.59% 

30-year US Treasury Yield 3.2239 -0.05% -0.09% -0.21% -0.71% 

3-Month German Treasury Bill Yield -0.032 -0.01% -0.02% 0.01% -0.10% 

Dubai Crude Oil Spot ($/bbl) 102.81 -0.42% -0.96% -4.34% -5.41% 

1-month Nymex oil futures ($/bbl) 97.34 0.43% -0.85% -5.98% -2.97% 

Gold Spot ($/oz)  1,312.62 0.52% 2.34% -0.55% 8.18% 

USD/PHP (PDEX close)  44.080 0.37  0.62  0.57  (0.32) 

Source:  Bloomberg           
 
 

Asian Equity Markets 
 

Asia Pacific Markets 
Last Trade as of August 7, 2014 

Country Index Value DoD Change % Change 

Asia Pacific MSCI AC Asia Pacific Index 146.09  - 0.12 - 0.08 

Australia S&P/ASX 200 Index 5,509.01  - 2.99 - 0.05 

China Shanghai SE Comp Index 2,187.67  - 29.80 - 1.34 

Hong Kong Hang Seng Index 24,387.56  - 196.57 - 0.80 

India SENSEX 25,589.01  - 76.26 - 0.30 

Indonesia Jakarta Composite Index 5,066.98  + 8.75 + 0.17 

Japan Nikkei 225 15,232.37  + 72.58 + 0.48 

Malaysia KLCI 1,867.32  - 2.60 - 0.14 

New Zealand NZX 50 Index 5,097.51  + 5.28 + 0.10 

Singapore Straits Times Index 3,314.22  - 6.01 - 0.18 

South Korea KOSPI 2,054.51  - 6.22 - 0.30 

Taiwan TWSE 9,131.44  - 12.53 - 0.14 

Thailand SET Index 1,522.27  - 0.14 - 0.01 

 
 

Local Bond Market 
 

Peso Interest Rates (PDEX PDST-R2) 
  7-Aug-14 6-Aug-14 Difference     7-Aug-14 6-Aug-14 Difference 

1 month 1.4000 1.5000 - 0.100   4 year 2.9103 2.9058 + 0.004 
3 month 1.3215 1.3198 + 0.002   5 year 3.6000 3.6000   0.000 
6 month 1.7750 1.7750   0.000   7 year 3.7036 3.6926 + 0.011 

1 year 1.7981 1.8225 - 0.024   10 year 4.0000 4.0000   0.000 
2 year 2.4137 2.3727 + 0.041   20 year 5.1250 5.1250   0.000 
3 year 2.6045 2.6509 - 0.046   25 year 5.1093 5.1119 - 0.003 
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Upcoming Economic Releases  
 

Date Philippines 
Period 
Covered 

 Date US 
Period 
Covered 

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 8 

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 Initial Jobless Claims SA Aug 2 

    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 

 
 
 

 

 

 

 

 

  


