
Global Equities

�The MSCI World Index retracted as stocks of Energy and Material companies fell due to a 
general decline in commodity prices and as Europe’s debt woes resurfaced. Oil companies were 
hit after a report from Goldman Sachs showed that demand for the commodity was starting to 
wane in the US due to high prices. Separately, an International Monetary Fund (IMF) report 
depicted that high oil prices were the main obstacles to global growth as the institution revised 
down its forecasts for the US economy. The MSCI World Index fell 0.64%, with European 
equities losing the most as the MSCI Europe Index declined 1.38% the past week. Trailing 
behind were American equities given that Dow Jones Industrial Average Index and the Standard 
& Poor’s 500 Index reversed 1.00% and 1.42%, respectively. Asian equities were the least 
affected as the MSCI Asia-Pacific ex-Japan Index stepping back 0.26%. 
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The Weekly Market Wrap

Global equities slipped back as commodity prices weakened and as European debt woes once again boggled investors. 
Consequently, US Treasury prices with tenors of two years and up increased as investor turned bearish on risky assets. The 
Japanese yen appreciated against other major currencies after a series of aftershocks continued to hound the country.

�In April 15, US stocks posted little gains as a decline in tech and financial stocks weighed on news that the US Congress approved the proposed US$38.5 
billion spending bill. On financial institutions, the US SEC investigated a number of banks including Bank of America, UBS, and Citigroup to find out whether these 
banks colluded to manipulate LIBOR rates as reported in the Wall Street Journal. 

�The US Labor Department reported that the first-time claims for unemployment benefits last week rose more than forecasted. Applications for jobless benefits 
increased 27,000 in the week ended April 9 to 412,000, more than the 380,000 that analysts had expected.

�The US Fed claimed that the US economy expanded “moderately” all throughout America in February and March boosted by the manufacturing sector as labor 
markets improved. In a separate release, the Commerce Department reported that retail sales climbed 0.4% in March. However, this figure was below the 
median estimate of a 0.5% increase and a 1.1% reading in February. Excluding vehicle sales, retail sales went up 0.8% in March, slightly slower than the 1.1% 
expansion in February.

�The trade deficit of the US narrowed less than forecast in February, pointing to the possibility that the spike in commodity prices hurt the world’s largest 
economy during the first quarter of the year. Figures from the Commerce Department showed that the gap retracted 2.6% from $47 billion in January to $45.8 
billion. Meanwhile, analysts expected the figure to drop to US$44 billion. Another report from the International Monetary Fund showed that America is set to have 
the largest budget deficit of major developed economies this year, indicating that government officials should narrow it now rather than face tough adjustments in 
the next two years.

�The April 8 agreement between US Congress leaders and President Barack Obama was announced less than two hours before the government’s funding 
authority was due to expire, which would have started a partial shutdown of services and offices. The Senate and the House of Representatives quickly passed a 
temporary measure that keeps the government open through April 14 while they work on a longer-term agreement to fund the government through the Sept. 30 
close of the current fiscal year. Both chambers will vote on that measure this week. In order to reduce America’s ballooning debt, US President Barrack Obama
presenting his second plan, vowing to cut US$4 trillion in cumulative deficits within 12 years through a combination of spending cuts and tax increases.

�Inflation in China hastened to its fastest rate in 3 years, pointing to the probability of officials further tightening monetary policies. The consumer price index 
advanced 5.4% in March from a year earlier, up from February’s 4.9% rise. Analysts expected this figure to clock-in at 5.2%.

Global Bonds

�Prices of US Treasury notes maturing in two years or more increased between 2 to 7 basis points this 
week as investors sought refuge in government debt amid the decline in commodity prices and equity 
markets. 

�Federal Reserve Vice Chairwoman Janet Yellen, Chairman Ben Bernanke’s second top lieutenant, 
indicated in a speech in New York that they would continue to complete their US$600 billion monetary 
stimulus as officials believed that rising food and fuel costs would not have a long term effect on 
inflation and would not derail economic recovery.

�According to a Bloomberg News survey, European Central Bank policy makers will follow this week’s 
increase with 25 basis-point steps every three months, taking the benchmark rate to 1.5% in July and 
1.75% in October. The pattern will continue in 2012 with increases every quarter, taking the key rate to 
2.75% before the end of next year, the survey showed.

07-Apr-11 14-Apr-11 % Change
MSCI World 1,345.20        1,336.54       -0.64%
MSCI Europe 97.14              95.80            -1.38%
MSCI Asia-Pacific ex-Japan 499.33           498.04          -0.26%
Dow Jones Industrial Average 12,409.50      12,285.20    -1.00%
S&P 500 1,333.51        1,314.52       -1.42%

Global Equity Performance
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US T re asury Yie ld Curve  
T enor 7-Apr 14-Apr +/ - bps

3m 0.041 0.071 3
6m 0.125 0.130 1
2y 0.790 0.774 -2
5y 2.273 2.230 -4

10y 3.549 3.502 -5
30y 4.618 4.550 -7

Curre ncies
8-Apr 15-Apr % Change

PHP 43.000 43.250 -0.58%
EUR 1.4483 1.4454 -0.20%
GBP 1.6383 1.6335 -0.29%
JPY 84.76 83.22 1.85%
AUD 1.0564 1.0527 -0.35%
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The Weekly Market Wrap

�Petron Corp. (PCOR) has set a budget of Php31.3 billion for capital expenditures this year to finance expansion programs including the
enhancement of its Bataan refinery. 49.9% will be allocated for the development of the Bataan refinery, around 24% for the cogeneration 
power plant, and around 8.6% for service station network expansion. The Bataan refinery is expected to increase revenues by 50% upon 
its completion by 2015, while the 70-megawatt cogeneration power plant is expected to provide the energy for the refinery. 

�ABS CBN Corp. (ABS) reported a record 2010 net income of Php3.2 billion, surging by 87% year-on-year, on the back of last year’s 
numerous political advertisements. Consolidated revenues increased by 30% to Php32.2 billion wherein Php21.7 billion came from 
advertisements. Chief finance officer Rolando Valenzuela expects this year to be as strong as the previous year despite the lack of 
election-related advertisements as the company expects higher contributions from ABS-CBN Global and SkyCable.

Local Equities

�The Philippine Stock Exchange index traded sideways, gaining 10.63 points or 
+0.25% to close the week at 4,251.64. Profit taking started the week but the main-index 
recovered in the last few days to prove its resiliency. One of the notable gainers was 
Lepanto Consolidated Mining (LC) on the back of a surge in gold prices. Value turnover 
was at Php20.76 billion.

Philippine Financial Markets
The local bourse posted modest gains last week as buying in the last few days reversed earlier profit taking. PDST-F bid yields 
declined on the average as market players see inflation to be more manageable moving forward. Meanwhile, the Philippine peso 
weakened against the greenback last week on disappointing economic data.

Currencies

�The Japanese yen appreciated against all peers owing to renewed demand for safe-havens after a series of aftershocks hit the nation, 
one month after the first earthquake struck the nation. According to the U.S. Geological Survey, an earthquake as strong as 6.2 Richter 
scale was felt along the coast of Chiba, the prefecture east of Tokyo last April 12, swaying buildings in the capital. This followed a 6.6-
magnitude temblor yesterday and a 7.1-magnitude aftershock last April 7.

�Japan’s Nuclear and Industrial Safety Agency raised the severity rating of its nuclear crisis from level 5 to 7, the highest mark. This meant 
that there had been a “major release of radioactive material with widespread health and environmental effects requiring implementation of 
planned and extended countermeasures.”

Commodities

�Gold prices appreciated to a record while silver prices climbed to the highest level in 31 years as inflation in China quickened larger than 
forecasted, highlighting the obstacle that central banks through-out the world would face in combating rising prices. Meanwhile, oil prices 
continued to reverse owing to concerns that the rise in this year’s prices was inflating costs and started to depress fuel demand. Crude 
traded in the New York Mercantile Exchange fell US$2.19 from US$110.30 per barrel to US$108.11.

The week ahead (April 18 – April 22)

�Moving forward, expect markets to consolidate as European debt woes and declining commodity stocks weigh on reports of strong 
corporate profits from other sectors. Furthermore, we forecast the euro to end its rally against the US dollar as Greece nears restructuring 
while Portugal still remains without a government. Finally, as investors wait for risky assets to recover from this week’s decline, we see US 
Treasury prices to slightly rise.

Foreign Activity

�The main-index experienced net foreign buying last week of 
around Php357 million, bringing the year-to-date figure to a net 
foreign buying of Php9.31 billion.

Philippine  Stock Exchange  Index

8-Apr 15-Apr % Change
PSEi 4,241.01 4,251.64 0.25%

Foreign Activity for the Week Ending April 15, 2011 (In Php Per Stock)

AP 407,542,470

TEL 281,468,950

MBT 270,602,223

ALI 213,388,320

JFC 104,978,006

MPI -95,044,360

CEB -119,321,638

AC -170,246,318

LPZ -199,407,226

SCC -304,811,404

Source: PSE

Top 5
Net Foreign Buy

Top 5
Net Foreign Sell
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Philippine Bond Markets

�PDST-F bid yields traded lower across the curve to decline by an average of 11.25 bps 
as market players believe that price increases are manageable and well-behaved. This 
positive outlook is still brought about by the lower-than-forecast March inflation figure 
which stood at 4.3%. An increase in the appetite for government debt was also evident 
last week. The two-year paper was the biggest weekly mover, declining by 19 bps.

� Backed by increased investor appetite for government debt papers, the Bureau of 
Treasury (BTr) sold seven-year Treasury bonds (T-bonds) worth Php9 billion last week. 
National Treasurer Roberto Tan said that market players are now shifting back to 
government papers as inflation is looking to be more predictable. The 7-year issue got 
an average rate of 6.334% as bids ranged from 6.245% to 6.375%. Investors tendered 
almost thrice the offer, amounting to Php25.970 billion as the market is seen to settle 
down due to the perceived predictability of the future in terms of consumer prices, the 
National Treasurer added. The auction is part of the government’s plan of borrowing 
Php117 billion for the second quarter of the year.

�Bangko Sentral ng Pilipinas Governor Amando Tetangco Jr. said that the central bank 
may raise borrowing costs again this year because of inflation risks coming from higher 
oil and commodity prices. Continued monitoring will be done to take preemptive actions 
to make sure that inflation will be contained within the government’s target of 3%-5%. 
The Governor added that they will take further action if necessary. The central bank 
raised key policy rates last March 24, joining fellow neighbors in the Asian region
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Peso Yield Curve (PDST-F Reference Rates)

T enor 8-Apr 15-Apr +/- bps
1m 1.35 1.18 -17
3m 1.10 0.99 -11
6m 1.22 1.08 -14
1y 2.26 2.11 -15
2y 4.28 4.09 -19
3y 5.13 5.00 -13
4y 5.63 5.52 -11
5y 5.76 5.65 -11
7y 6.48 6.37 -11

10y 6.91 6.85 -6
20y 8.13 8.12 -1
25y 8.09 8.03 -6

ROP Yie ld Curve
Issue d 8-Apr 15-Apr +/ - bps
ROP13 1.72 1.65 -7

ROP16N 3.08 3.11 3
ROP19N 4.52 4.62 10
ROP20 4.68 4.72 4
ROP21 4.78 4.83 5

ROP24N 5.46 5.55 9
ROP32 5.95 6.15 20
ROP34 5.99 6.16 17

Philippine Peso

�The Philippine peso had a weekly decline against the US dollar, depreciating by Php0.250 or -0.58% to close at Php43.250 on concern a 
slowdown in Japan’s economy will hamper the export growth of the Philippines. February exports slowed down even before the disaster in 
Japan occurred. Fears that exports to Japan may weaken in the near-term.

�The National Statistics Office released data stating that Philippine exports for the month of February rose at its slowest pace in 15 years at 
8.2% year-on-year. This is below expectations of analysts which pegged export growth to be at 13.1%. Total exports amounted to $3.86 
billion for the second month of 2011, 3.4% lower than the previous month. On a yearly basis, shipments to Netherlands decreased by 34.4%, 
while on a monthly basis, exports to Singapore decreased the most at 34.5%. The top three importers of the country’s goods are Japan, 
USA, and China, importing worth $665.70 million, $616.89 million, and $433.80 million, respectively. For the commodity group, the biggest 
mover is Agro-Based Products, increasing by 48.2% year-on-year, while for the specific commodity, Coconut Oil grew the fastest at 126.1%.

The week ahead (April 18 – April 20)

�The Philippine Stock Exchange index is seen to trade sideways again this week on the back of lacking fresh market leads. The local bourse 
may trade around 4,200 – 4,300 points. Moving on, PDST-F bid yields may trade sideways with a downward bias. Lingering positive 
sentiment may still drive bid yields downwards but on a much slower pace as market players, again, look for fresh leads. The Philippine peso, 
meanwhile, may continue to slide down against the US dollar as a slower remittance growth data was released late last Friday. February 
remittances grew by a slower 6.2% year-on-year in February compared to the 7.6% growth registered in January. The currency pair may 
trade from Php43.100 to Php43.600.


