
 in Bn Php 2011 2012 2013 Index Weight 

AGI 25 34 40 4% 

AC 79 150 135 5% 

AEV 49 47 59 5% 

EDC 12 22 32 2% 

GLO 22 18 27 2% 

JFC 6 6 6 2% 

MER 9 7 7 2% 

MPI 22 28 36 2% 

PLDT 30 36 29 12% 

PX 3 8 8 1% 

RLC 13 13 13 1% 

SM 43 56 65 10% 

SMC 9 26 53 1% 

URC 5 5 8 4% 

Total 326 456 518 53% 

% Growth 40% 14% 

BY EXPENDITURE 

Expenditure  % of GDP 
Annual Growth 

Rate 

Contribution to 

Growth 

Private Consumption 68 5.1% 3.5% 

Gov't Spending  11 13.2% 1.5% 

Capital Formation 20 47.7% 9.5% 

Net Exports     -3.9% 

        Exports 45 -7.0%   

               Services   -2.1%   

               Goods   -8.4%   

        Imports 44 1.6%   

Stat Discrepancy     -2.8% 

GDP 100 7.8% 7.8% 

BY SECTOR 

Sector % of GDP 
Annual Growth 

Rate 

Contribution to 

Growth 

Agri, Hunting, Forestry 11 3.3% 0.4% 

Industry  33 10.9% 3.6% 

Services  56 7.0% 3.8% 

GDP 100 7.8% 7.80% 

Source: Corporate Disclosures and BPI AMTG Estimates 

Starting Strong 
June 06, 2013 

GDP growth for the first quarter of 2013 came in at 

a surprising 7.8% year-on-year, beating consensus 

(Bloomberg) estimates of only +5.9% year-on-year 

growth. On a similar note, full-year 2012 GDP 

growth was upwardly revised by the National 

Statistics Office to 6.8% (prev: 6.6%) following 

revisions and updates in the Public Administration 

and Defense, Compulsory Social Security, Mining 

and Quarrying, Other Services and Construction 

segments.  

 

Economic expansion was supported by robust 

consumer (+5.1% year-on-year) and government 

spending (+13.2% year-on-year). As stated by 

Finance Secretary Cesar Purisima, the Aquino 

administration's good governance campaign 

inspired greater investment expenditure and this 

was evident in private infrastructure spending 

which significantly rose, growing 30.7% year-on-

year. Public construction spending likewise posted 

a healthy 45.6% year-on-year growth. On the 

production side, growth was supported by the 

strong performance of Manufacturing (+9.7% year-

on-year) and Construction (+32.5% year-on-year), 

as well as Financial Intermediation (+13.9% year-

on-year). Domestic demand helped offset the 

weakness in exports, which fell at an annual rate of 

7.0% owing to sluggish global trade. The 

impressive GDP growth rate for first quarter of 

2013 brought the Philippines ahead of its Asian 

peers, outpacing even China, which grew 7.7% 

during the same period. 

 

The macro environment is extremely supportive of 

growth and the economy should continue to show 

similar performance in the next 2 to 3 years, 

staying well above the 10-year average of 5.2% 

per annum. Furthermore, we think that the 

Philippines is in the midst of an investment boom, 

anchored by the low interest rate environment and 

the government’s determination to improve 

infrastructure. Local holding companies have 

responded positively, expanding their balance 

sheets and engaging in capital-intensive projects 

across various sectors including Power, 

Transportation, Toll Roads, Education and 

Communication.  
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Source: National Statistical Coordination Board 

Table 2. Budgeted Capital Expenditure 

Table 1. Budgeted Capital Expenditure 
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Figure 1. Regional 1Q2013 GDP 



Given the potential volatility, we continue to reduce 

our duration position, favoring the relative safety of 

medium-tenor bonds. 

 

 

 

 

 
 

 

Equities 
  

Foreign fund outflow has pulled Asian markets 

down (MSCI All Country Asia Pacific Index 

plunged 5.12% in May) on fears of a possible 

tapering off of the US Federal Reserve’s bond 

purchases. The Philippine Stock Exchange Index 

recently retreated to the 6,500 level as Php18 

billion worth of foreign funds exited the country 

over the past 10 trading days. Still, we remain 

confident of our 7,500-7,700 year-end target on the 

back of the economy’s positive fundamentals and 

we view this recent reversal as an opportunity to 

further build on positions. 
  

The recent sell-off in the market has once again 

brought the focus of investor discussions on the 

sustainability of earnings going forward. We still 

estimate 2013 corporate earnings to expand 22% 

year-on-year (ex-PLDT) driven by rate cyclicals 

namely banks, property, and holding companies 

(strong trading gains from banks, margin 

expansion from consumer companies and strong 

sales growth from real estate companies).  
  

However, we have some doubt as to whether the 

PSEi will trade at multiples much higher than the 

long-term average of 19x PER. This is mainly 

because rising rates in the US have narrowed the 

earnings premium that emerging market 

economies used to be able to command, relative to 

developed markets. 

 

03-Jun-13 05-May-13 01-Apr-13 

91-day 0.900% 0.217% 0.040% 

182-day 1.000% 0.398% 0.216% 

364-day 1.250% 0.602% 0.307% 

Market Focus 
On the back of Private-Public Partnership (PPP) 

projects alone—7 of which are undergoing bidding 

this year—listed holding companies will require a 

total funding requirement of approximately US$4.8 

billion (based on the IRO’s economic briefing last 

February 2013).  

 

We reiterate our position that growth will remain 

strong and inflation will remain manageable. Our 

initial forecast of 6.0%-6.5% will be retained, but we 

are leaning towards the upper limit. We attribute the 

slowdown for the rest of the year to the statistically 

high base registered in the second half of 2012. We 

are encouraged by the fact that government 

spending was one of the main growth drivers for the 

first quarter and we expect it to continue expanding 

at a similar pace, especially as 73.4% of the year’s 

allotted budget has already been released. Our 

optimistic outlook on the economy is hinged on the 

strength of private consumption, comprising 68% of 

the total GDP, which grew 6.1% year-on-year 

(based on a trailing 12-months basis) on the back of 

OFW remittances growing +5.6% year-on-year 

during the same period (higher than the 

government’s target of +5.0% year-on-year growth). 

Moreover, we believe that private investments in 

construction will continue to grow this year. A 

number of surveyed companies (53% of the 

Philippine Stock Exchange Index) reported a 14% 

year-on-year growth in budgeted capital 

expenditure. 
 

Implications 
 

Fixed Income  
 

With the strong GDP print, inflationary pressure may 

pick up in the second half of the year, which will 

push yields higher albeit at a mild pace. This is 

already being reflected in the yield curve with the 

Bureau of Treasury accepting higher bids across all 

tenors for the second straight week. Currently, the 

positive surprise in the GDP growth rate has been 

over shadowed by heightened concerns of a 

possible tapering off of the US Federal Reserve’s 

bond purchases, causing increased volatility in the 

market. In the near term, peso bonds may find 

support from the planned adjustments to the 

accessibility of the BSP-SDA facility, as well as 

some speculation of a final SDA rate cut in June.  
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Source: Bloomberg 

Table 3. Historical Treasury Auction Yields 



Disclaimers: 

 

The views expressed in this report reflect the analyst’s personal views and not necessarily the 

Bank of the Philippine Islands’. Furthermore, no part of any of the research analyst's 

compensation was, is, or will be directly or indirectly related to the specific recommendations 

or views expressed by the research analyst in this report. 

  

The information contained herein is published by the Bank of the Philippine Islands Asset Management 

and Trust Group (or “BPI AMTG”). It is based on information obtained from sources considered to be 

reliable, but BPI AMTG does not make any representation or warranty, express or implied, as to its 

accuracy, completeness, timeliness or correctness for any purpose. All the tables are taken from 

publicly available sources or derived from proprietary data. Expressed opinions may be subject to 

change without prior notice. Any recommendation contained herein does not pertain to any specific 

investment objectives, financial situation and the particular needs of any addressee. The information 

herein is published for the information of addressees only and is not to be taken in substitution for the 

exercise of judgment by addressees who should obtain separate legal or financial advice. BPI AMTG, 

or any of its related companies or any individuals connected with the group accepts no liability for any 

direct, special, indirect, consequential, incidental damages or any other loss or damages of any kind 

arising from any use of the information herein (including any error, omission or misstatement herein, 

negligent or otherwise) or further communication thereof, even if BPI AMTG or any other person has 

been advised of the possibility thereof. The information herein is not to be construed as a solicitation to 

buy or sell any securities, futures, options or other financial instruments or to provide any investment 

advice or services. BPI AMTG and its associates, their directors, officers and/or employees may have 

positions or other interests in, and may affect transactions in securities mentioned herein and may also 

perform or seek to perform brokering, investment banking and other banking or financial services for 

these companies. The information herein is not intended for distribution to, or use by, any person or 

entity in any jurisdiction or country where such distribution or use would be contrary to law or 

regulation. 

 

All funds managed by BPI AMTG 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. 
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