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In The News: Investment Grade or Below Investment Grade--
Connecting the Dots 

By Ryann Chris S. Aninias 
 
The Philippines received a credit rating upgrade from Standard & Poor’s (S&P) last Wednesday, July 04, 
201, putting our country just one notch below investment grade status. Currently, our long-term 
sovereign foreign currency credit rating is at BB+, both for Fitch and S&P.  
 
What are credit ratings? 
 
According to S&P, credit ratings are opinions about the ability and willingness of an issuer to meet its 
financial obligations in full and on time or simply put, credit risk. Credit ratings can be treated as a 
"reputation of dependability". It simply reflects the credit worthiness of an individual, an institution, or a 
country and is an attempt to rank that ability or capacity of a person, country, or an institution to pay or 
meet its financial obligation/s.   
 
What’s in it for me? 
 
Now, how does a ratings upgrade for the country affect both an experienced investor and the average 
hard-working Filipinos like you and me? A sovereign credit rating upgrade will have a positive impact on 
investors  because this will likely increase the country’s Gross Domestic Product (GDP) or the sum of all 
goods and services produced within an economy. This is brought by increased investment spending, by 
businesses both here and abroad, on new plant, capital, and equipment because a country’s sovereign 
rating is also seen as a general gauge or barometer of the attractiveness of doing business in that 
country in terms of overall business conditions and profitability. This additional investment spending will 
in turn add and create new jobs in the economy, provide employment which will ultimately lead to rising 
incomes and increased consumption spending. From a macroeconomic level, a credit ratings upgrade is 
seen to positively affect and likely to do two things for the economy.  First, it potentially increases 
investment spending.  Second, it will likely create additional consumption spending via multiplier effect. 
This is why you usually hear people in the financial industry talk about multipliers in light of good news. 
Although at this point it's worth mentioning a caveat to all this; as in matters of business and a lot of 
things in life there is no absolute certainty what will happen next as there are several factors that also 
affect the performance of our economy and investment and consumption spending. 
 
For market investors, an upgrade will spur interest from both foreign and domestic investors in the local 
bond and stock markets. For the country's bond markets, investors will now find Philippine bonds more 
attractive because given the improvement in the risk,  they offer higher yields compared to those 
countries and institutions with an investment grade rating. Backed by our strong macroeconomic 
fundamentals, local bonds may command higher prices due to potential increased demand. For the local 
stock market, investors in the same light is likely to take renewed buying interest in local stocks causing 
a buying trend that will push these stock prices up. So from a financial markets perspective, as an 
investor you will greatly benefit from a ratings upgrade because it does two things: a) it potentially 
increases the prices of your bond holdings; and, b) it is likely also to increase the prices of your equity 
holdings ultimately having the net effect of increasing the value of your total portfolio and net worth. 
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So how about it?  
 
Maybe now you can appreciate why a credit rating upgrade is not just news, but very good news indeed. 
But did you know you don’t have to wait till the next rating upgrade before you start to invest? BPI Asset 
Management offers the widest array of investment funds that caters to all types of investors - to those 
with little or no experience in investing to trained market watchers and savvy investors. This rally in the 
local bond and stock markets brought on by a ratings upgrade will not last for long and you shouldn’t 
bet on it either or the next rating upgrade (if any) in an attempt to make a quick buck or two. At BPI 
Asset Management we promote asset allocation, diversification, and time in the market. Start and begin 
investing so the next time the country’s credit rating upgrade happens, maybe and just maybe, you’ll 
learn another relatively more pleasant investment term - take profit. 


