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October 21, 2014 Local 

 The local equities climbed mirroring Wall Street’s rally on strong earnings and economic data. The PSEi gained 
54.31 points, or +0.78% to close at 7,057.53. Most indices ended in green led by the industrial (+1.41%) and 
property (+1.23%) sectors. Market breadth was positive with 89 advances outnumbering 78 declines, while 44 
issues remained unchanged. Total value turnover reached Php5.99 billion. Foreign investors were net sellers at 
Php153.56 million. 

 Data from the Bangko Sentral ng Pilipinas (BSP) showed that the country's balance of payments (BOP) in 
September of $98 million was lower than those recorded in August and July of $114 million and $501 million, 
respectively. Despite a few months of surplus, year-to-date BOP remains in a deficit position at $3.432 billion, a 
reversal of the $3.824 billion surplus in the same nine months of 2013. The BSP expects a $1.1 billion surplus by 
yearend, subject to review by the monetary authorities.  

 The BSP announced that its Monetary Board has increased the minimum capital required of banks in proportion 
to the number of their branches. All types of banks such as universal to commercial, thrift, rural and cooperative 
lenders will be affected by this new regulation. This added regulation is aimed to strengthen the entire banking 
system and prepare for the Asean economic integration. The BSP, however, has provided the banks a five-year 
window to comply with the new minimum capital requirements. This is on top of this year's implementation of 
Basel 3. 

 On the local fixed income market, meanwhile, bond prices fell slightly as investors took profit after the 2 week-
long rally. Two upcoming events for the week kept investors on the sidelines yesterday, namely the Bureau of 
the Treasury's 3-year FXTN today and the BSP Monetary Board meeting on Thursday, wherein we expect no 
rate hike owing to the benign outlook for inflation for the rest of 2014. Yields climbed 84 basis points across the 
length of the curve with the belly and long-ends gaining 3.10 and 0.60 basis points, respectively. The short-end, 
however, fell -1.7 basis points ahead of this week's monetary board meet. 

 The Philippine peso appreciated 0.20% relative to the US Dollar to close yesterday's trading at 44.820. 
Yesterday's rebound may have been due to steps taken by the BSP to address mounting concerns of a domestic 
real estate bubble, capital inadequacy in our banking sector and ease of access to credit for small-to-medium 
enterprises. The measures, including a lower loan-to-value cap of 60% (vs. 80% presently) on real estate lending 
and waived documentary pre-requisites for business loans up to Php 3 million, were meant to stabilize and 
enhance domestic credit markets.       
 

US and Europe 

 US equities extended Friday’s rally, with investors overlooking dismal earnings results from tech giant IBM. The 
Dow Jones Industrial Average index edged up 19.26 points to 16,399.67 and the S&P500 index jumped 17.26 
points to 1,904.02. 

 According to Thomson Reuters, of the 87 companies in the S&P500 index that had reported quarterly earnings, 
63.2% beat analyst expectations. This was mostly in line with the 63% average since 1994, though lower than 
the 67% rate over the past four quarters.  Earnings for the 3rd quarter are projected to grow 6.7% year-on-year 
on revenue growth of 3.6%. 

 IBM Corp. reported an adjusted 3Q EPS of US$3.68, lower than the market estimate of US$4.31, on the back of 
weakness across all three of its major businesses. Revenues dropped to US$22.4 billion, compared to the 
market estimate of US$23.3 billion posted in the same period a year ago. Revenues from mainframes were down 
35%, power systems were lower 12%, and services likewise did poorly.  IBM added that it would not be meeting 
a long term goal of earning at least US$20 a share next year, a forecast it has stood by for five years under two 
different CEOs.  

 US Treasury prices moved higher amid speculation that global headwinds may constrict US economic growth, 
which may prompt the Federal Reserve to delay its rate hikes. Demand was likewise boosted as peripheral 
European bond yields rose, even as the European Central Bank began to purchase covered bonds. The two-
year note yield fell 2 basis points to 0.351% and the 10-year bond yield is off 1.1basis points to 2.183%. 

 European shares gave back the previous day’s gains as market players took caution following a profit warning 
from Germany’s SAP. The FTSEurofirst300 index dropped 7.45 points to 1,272.72. 

 The US Dollar weakened vis-a-vis the Euro yesterday as investors speculated that the ongoing 
American recovery would not escape the worsening outlook for global economic growth. The 
EUR/USD pair climbed 0.19% to end Monday's trading at 1.2784 on mounting speculation that the 
Fed, while ending its stimulus program this month, may delay initial interest rate hikes past the first-
half of 2015 as market has been expecting. 
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October 21, 2014 Asia Pacific 
 

 Most Asian markets, meanwhile, gained with the Japanese Nikkei, Indian Sensex, Australian ASX200 and 
Chinese Shanghai Composite gaining 578.72 (+3.98%, DoD), 321.32 (+1.23%, DoD), 47.70 (+0.90%, DoD) and 
15.54 (+0.66%, DoD) basis points, respectively. Reasons for the broad-based rally include a positive US 
economic data release, progressive regulatory measures in India and china with regard to energy and financial 
markets and sectoral strength in Australian banking and mining. 
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October 21, 2014 Key Indicators 
 

EQUITIES BENCHMARK INDICES 20-Oct-14 DoD change WoW change MoM change Ytd change 

Philippine Stock Exchange Index 7,057.53 0.78% 1.28% -3.15% 19.83% 

MSCI World USD Index 1,626.05 0.77% 0.77% -6.57% -1.70% 

MSCI All Country Asia Pacific ex-Japan Total Returns 387.57 1.21% 1.07% -4.87% 3.36% 

MSCI Europe USD Index 1,575.41 -0.45% -0.73% -9.53% -10.29% 

FTSEurofirst 300 Index 1,272.72 -0.58% -1.64% -9.19% -3.16% 

Dow Jones Industrial Average Index 16,399.67 0.12% 0.48% -5.09% -0.48% 

Standard & Poor’s 500 Index 1,904.01 0.91% 1.56% -5.29% 3.40% 

YIELDS AND PRICES 20-Oct-14 DoD change WoW change MoM change Ytd change 

91-Day Philippine Treasury Bill Yield (PDST-F) 1.4292 0.00% -0.00% -0.10% 0.94% 

1-Year Philippine Treasury Bill Yield (PDST-F) 1.8938 0.00% -0.05% -0.15% 0.96% 

ROP2021 (Price) 107.276 0.06  1.02  1.90  3.65  

ROP2034 (Price) 130.699 0.52  2.32  4.58  11.14  

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

2-year US Treasury Yield 0.3505 -0.02% -0.07% -0.21% -0.04% 

10-year  US Treasury Yield 2.1909 -0.00% -0.09% -0.38% -0.81% 

30-year US Treasury Yield 2.9655 -0.00% -0.05% -0.32% -0.97% 

3-Month German Treasury Bill Yield -0.125 -0.00% 0.00% -0.03% -0.19% 

Dubai Crude Oil Spot ($/bbl) 85.06 -0.74% -2.99% -10.82% -21.74% 

1-month Nymex oil futures ($/bbl) 82.71 -0.05% -3.53% -10.50% -17.55% 

Gold Spot ($/oz)  1,246.93 0.70% 0.89% 2.57% 2.77% 

USD/PHP (PDEX close)  44.820 (0.09) 0.02  0.40  0.42  

Source:  Bloomberg           
 
 

Asian Equity Markets 
 

Asia Pacific Markets 
Last Trade as of October 20, 2014 

Country Index Value DoD Change % Change 

Asia Pacific MSCI AC Asia Pacific Index 136.64  + 2.94 + 2.20 

Australia S&P/ASX 200 Index 5,319.44  + 47.72 + 0.91 

China Shanghai SE Comp Index 2,356.73  + 15.54 + 0.66 

Hong Kong Hang Seng Index 23,070.26  + 47.05 + 0.20 

India SENSEX 26,429.85  + 321.32 + 1.23 

Indonesia Jakarta Composite Index 5,040.53  + 11.59 + 0.23 

Japan Nikkei 225 15,111.23  + 578.72 + 3.98 

Malaysia KLCI 1,803.14  + 14.83 + 0.83 

New Zealand NZX 50 Index 5,197.89  + 50.94 + 0.99 

Singapore Straits Times Index 3,181.05  + 13.32 + 0.42 

South Korea KOSPI 1,930.06  + 29.40 + 1.55 

Taiwan TWSE 8,663.14  + 150.26 + 1.77 

Thailand SET Index 1,526.67  - 2.04 - 0.13 

 
 

Local Bond Market 
 

Peso Interest Rates (PDEX PDST-R2) 
  20-Oct-14 17-Oct-14 Difference     20-Oct-14 17-Oct-14 Difference 

1 month 1.1998 1.2192 - 0.019   4 year 2.9337 2.9350 - 0.001 
3 month 1.2000 1.2500 - 0.050   5 year 3.9000 3.8750 + 0.025 
6 month 1.5000 1.5000   0.000   7 year 3.8513 3.8500 + 0.001 

1 year 1.7000 1.7000   0.000   10 year 4.0493 4.0503 - 0.001 
2 year 1.8396 1.8363 + 0.003   20 year 4.6224 4.6254 - 0.003 
3 year 2.6000 2.4750 + 0.125   25 year 4.9285 4.9077 + 0.021 
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October 21, 2014 Upcoming Economic Releases  
 

Date Philippines 
Period 
Covered 

 Date US 
Period 
Covered 

10/23/2014 Philippines Overnight Reverse 

Repurchase Agreement RRP Rate 

Oct 23 
 

10/21/2014 US Existing Homes Sales SAAR Sep 

10/24/2014 Philippines External Balance of Trade Aug 
 

10/22/2014 Mortgage Bankers Association US Mortgage 
Market Indx Weekly % Change SA Old Meth 

Oct 17 

10/24/2014 Philippines External Trade Imports 

YoY 

Aug 
 

10/22/2014 US CPI Urban Consumers MoM SA Sep 

10/24/2014 Philippines External Trade Imports Aug  10/23/2014 US Initial Jobless Claims SA Oct 18 

10/31/2014 Philippines Commercial Banks Loans 

Outstanding Total Gross YoY 

Sep 
 

10/28/2014 US Durable Goods New Orders Industries MoM 
SA 

Sep 

10/31/2014 Philippines Commercial Banks Loan 

Outstanding Total Net YoY 

Sep 
 

10/28/2014 Conference Board Consumer Confidence SA 
1985=100 

Oct 

    10/30/2014 Federal Funds Target Rate - Upper Bound Oct 29 

    10/30/2014 GDP US Chained 2009 Dollars QoQ SAAR 3Q A 

    10/31/2014 US Personal Income MoM SA Sep 

   
 

10/31/2014 University of Michigan Survey of Consumer 
Confidence Sentiment 

Oct F 

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

 
 
 

 

 

 

 

 

  


