
Global Equities

�
The MSCI World Index declined 0.59% as concerns on Greece’s debt woes 

decimated investors’ risk appetite. American markets led the decline with the 
Standard & Poor’s 500 Index and the Dow Jones Industrial Average Index 
receding 0.81% to 1,337.77 and 0.79% to 12,595.75, respectively. Europe 
followed suit as the MSCI Europe Index retreated 0.50% to 96.80. Only Asian 
markets were up as MSCI Asia Pacific (ex-Japan) posted modest gains of 0.39% 
to settle at 489.80.

�
Reports showed that US housing starts and permits for future construction fell 

in April as the overhang of homes on the market continued to obstruct the 
sector’s recovery. Home and apartment construction in April declined 10.6% 
month-on-month to a seasonally-adjusted annual rate of 523,000, way below the 
569,000 market estimate of analysts. On a year-on-year basis, new-home 
constructions in April plummeted 23.9%, the largest downfall since October 2009.
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The Weekly Market Wrap

Global equities declined as deepening worries over the specter of Europe’s debt crisis sent investors scurrying again for safety. 
Prices of longer-tenored US Treasuries rose on news that the US Fed will delay tightening monetary policy. 
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�
Sales of pre-owned homes in America declined in April, highlighting the fact that the housing sector was still in bad shape. Existing home 

sales went down 0.8% month-on-month to a seasonally adjusted annual rate of 5.05 million. Analysts expected this figure to register a 2% 
growth to 5.2 million.

�
Figures from the Federal Reserve showed that April manufacturing production in the US remain unchanged, after a 0.7% gain in the

previous month, due to the disruption of automobile assemblies caused by Japan’s natural disasters. However, other industries, such as 
the mining and utilities sectors, continued to grow, hinting that the recovery of the world’s largest economy was still underway.

�
The Empire State Manufacturing Survey’s index for business conditions showed that manufacturing activity in New York accelerated for 

the sixth consecutive month in May. The index dropped to 11.88 from 21.70 in April, significantly below the 19.55 market estimate.

US Treasury Yield Curve  
Tenor 12-May 19-May +/- bps

3m 0.015 0.091 8
6m 0.066 0.091 3
2y 0.551 0.524 -3
5y 1.873 1.824 -5

10y 3.223 3.171 -5
30y 4.347 4.303 -4

Currencies
13-May 20-Ma y % Change

PHP 43.125 43.170 -0.10%
EUR 1.4285 1.4325 0.28%
GBP 1.6259 1.6248 -0.07%
JPY 80.66 81.63 -1.19%
AUD 1.0679 1.0683 0.04%

Global Bonds

�
Yields of short term US Treasuries rose while yields of longer dated securities (2 to 30 years) fell 

after minutes of the Federal Open Market Committee’s April meeting depicted that US Fed officials 
were undecided as to when to begin tightening monetary policies. Week-on-week, the 3-month 
benchmark rose the most, advancing 8 basis points to 0.091%. Meanwhile, yields of the 5 and 10 
year buckets decreased 5 basis points.

�
Greece’s 10-year bonds slid on speculation that the nation will default on its sovereign debt. 

Swaps on Greece signal a 67% probability that the nation will default within 5 years despite 
European Central Bank officials denied the possibility. Yields on the 10-year Greek benchmark 
climbed to 16.373% as of Thursday, while the yields on the two-year benchmark 24.168%.

�
The European Commission anticipated that Greece’s economy will contract more than 

previously thought and that the country’s fiscal shortfall would be higher than the 
government’s target. The institution forecasted a deficit of 9.5% of gross domestic 
product (GDP) for this year, above the 7.4% target set when the country asked for aid 
from the Union. The same report showed that Greece’s debt will inflate to 158% of GDP 
in 2011, fuelling concerns that Greece might not be able to generate enough growth to 
finance its expenses.

12-May-11 19-May-11 % Change
MSCI World 1,351.14 1,343.17 -0.59%
MSCI Europe 97.29 96.8 -0.50%
MSCI Asia-Pacific ex-Japan 487.9 489.8 0.39%
Dow Jones Industrial Average 12,695.92 12,595.75 -0.79%
S&P 500 1,348.65 1,337.77 -0.81%

Global Equity Performance
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Global Bonds

�
Yields of short term US Treasuries rose while yields of longer dated securities (2 to 30 years) fell after minutes of the Federal Open 

Market Committee’s April meeting depicted that US Fed officials were undecided as to when to begin tightening monetary policies. 
Week-on-week, the 3-month benchmark rose the most, advancing 8 basis points to 0.091%. Meanwhile, yields of the 5 and 10 year 
buckets decreased 5 basis points.

�
Greece’s 10-year bonds slid on speculation that the nation will default on its sovereign debt. Swaps on Greece signal a 67% probability 

that the nation will default within 5 years despite European Central Bank officials denied the possibility. Yields on the 10-year Greek 
benchmark climbed to 16.373% as of Thursday, while the yields on the two-year benchmark 24.168%.

�
The European Commission anticipated that Greece’s economy will contract more than previously thought and that the country’s fiscal 

shortfall would be higher than the government’s target. The institution forecasted a deficit of 9.5% of gross domestic product (GDP) for 
this year, above the 7.4% target set when the country asked for aid from the Union. The same report showed that Greece’s debt will 
inflate to 158% of GDP in 2011, fuelling concerns that Greece might not be able to generate enough growth to finance its expenses.

Currencies

�
Week-on-week, the US dollar declined against the euro on speculation that the downbeat housing figures will keep the Federal 

Reserve from tightening monetary policy. The US dollar initially strengthened against the euro, reaching as low as 1.4054 before
advancing to 1.4315 as of 2:18 p.m. Friday.

�
Dominique Strauss-Kahn has resigned as chief of the International Monetary Fund after being arrested for sexual-assault charges in 

Manhattan last May 14. The apprehension of Kahn couldn’t come at a worse time—Portugal’s bailout package was being finalized, while 
Greece was nearing default. His motion for bail last May 16, was rejected by a US judge on the premise that he might flee is released.

�
Reports showed that the Japanese economy contracted larger than anticipated during the first quarter of 2011 as the nation’s 

earthquake and tsunami disrupted production and subdued consumer spending. Japan’s annualized gross domestic product registered 
at -3.7%, significantly below the -1.9% median forecast of analysts surveyed by Bloomberg. Economists anticipated that the country may 
further shrink in the second quarter as consumers continue to hold back on spending and as exports slumped. Nevertheless, a sharp 
rebound is expected later this year as reconstruction efforts bolsters the economy.

Commodities

�
US crude started the week at US$98.97, rising to as high as US$100.10 before closing at US$98.44. Reports from the Energy 

Information Administration depicted that crude oil inventories in the US were largely unchanged in the week ended May 13, contrary to 
the 500,000 barrel increase analysts expected.

Outlook

�
All eyes are on Europe—particularly Greece and Spain. Since yields have gone through the roof, Greece would not be able to tap 

capital markets to sustainably fund debt requirements. Germany wants to delay the official announcement of their default to prepare the 
public. However, markets do not need preparation—they are already moving. In the mean time, reports show that Spain has hidden debt 
approximately worth EUR35 billion. Furthermore, we all know that if Spain defaults, even the EU financial aid would not be able to afford 
to bail the country out due to its sheer size. 

�
While there may be isolated wins in terms of stocks (such as LinkedIn’s stellar IPO) expect markets to seek refuge in safe-havens 

given all these uncertainties
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Local Equities

�
The Philippine Stock Exchange ended the week in the red to close at 4285.16, 

casting off 6.95 points or 0.16%, week on week. The lackluster performance was 
attributed to investor wariness  stemming from Euro-zone’s debt problems and the 
adverse impact of the rebalancing of the MSCI Philippine index to stock heavyweights 
TEL, DMC, JGS, and ICT. Unremarkable remittance inflows plus discouraging  numbers 
on US and Japanese economies also contributed to this week’s slump. 

Philippine Financial Markets
The Philippine Stock Exchange index fell during the week on concerns on Euro-zone’s debt dilemma coupled with investors 
booking gains. PDST-F bid yields traded higher on the back of higher inflation. In the currency market, the Philippine peso 
appreciated slightly against the greenback as US interest rates remained low. 

Philippine Bond Markets

�
PDST-F traded higher during the week by an average of 13.44 bps. Notable movers 

were the short term notes, with the one-month and three-month paper rising 47bps.

�
The Bureau of Internal Revenue (BIR) missed its revenue target for the month of April 

despite the tax-filing season. The BIR collected Php103.39 billion in April, short by 
Php1.73 billion or 1.6% from the goal for the month. However, collections in April 
expanded by 13.4% from the Php91.16 billion collected in the same month last year. BIR 
Commissioner Kim Henares ascribed the short-fall to the lower-than-expected tax 
revenues from market transactions of the Bureau of the Treasury.

�
The Philippines posted a surplus of $4.577 billion in its balance of payments in the first 

four months, almost double the level from a year ago, on the back of the robust earnings 
of the central bank from its investments abroad and foreign exchange operations as well 
as higher foreign borrowings obtained by the National Government that offset the 
slowdown in the growth of remittances from overseas Filipino workers (OFWs). Data 
from the Bangko Sentral ng Pilipinas (BSP) showed a surplus of only $2.289 billion in the 
January-to-April period in 2010 .

Peso Yield Curve (PDST-F Reference Rates)

T e nor 13-Ma y 20-Ma y +/- bps
1m 1.89 2.36    47
3m 1.83 2.30    47
6m 2.17 2.58    41
1y 2.84 2.93    9
2y 4.44 4.49    5
3y 5.20 5.27    7
4y 5.48 5.50    2
5y 5.64 5.67    3
7y 6.09 6.07    -2

10y 6.54 6.52    -2
20y 8.11 8.10    -1
25y 7.97 8.01    4

ROP Yie ld Curve
Issued 13-May 20-May +/- bps
ROP13 1.42 1.34 -8

ROP16N 2.81 2.79 -2
ROP19N 4.29 4.22 -7
ROP20 4.38 4.35 -3
ROP21 4.43 4.38 -5

ROP24N 5.35 5.28 -7
ROP32 5.70 5.63 -7
ROP34 5.73 5.68 -5

Philippine Peso

�
The peso slightly gained against the greenback closing at PhP43.12 driven by 

announcements from the Fed that US interest rates will remain low. 

�
OFW remittances posted their slowest monthly growth in 19 months in March, 

expanding by only 4.1% year-on-year. The growth in remittances from overseas Filipinos 
slowed down for the fourth straight month in March after posting a 10.5% year-on-year 
expansion in November 2010. Despite the slowdown, the central bank maintained that it 
is confident that remittances would remain robust during the year and continue to support 
economic growth.

Philippine  Stock Exchange  Index

13-Ma y 20-May % Change
PSEi 4,292.11 4,285.16 -0.16%

�
Ayala Corporation. reported a 16% profit growth to PhP2.5 billion for the first quarter from year-ago levels. The conglomerate attributed 

this to strong performance of its real estate, banking telecommunications and water distribution units. The latest figures showed a reversal 
from the first quarter of last year when earnings dropped by almost 5% to P2.1 billion on the back of lower earnings from its 
telecommunications and banking businesses.

�
GMA Network Inc. posted a 38% drop in its net income from Php855 million in the first quarter of last year to Php534 million in the same 

period this year. The network attributed the bottom-line decrease to a high base effect caused by last year’s national elections which 
brought strong revenues from political advertisements and advocacies. The company however said that it remains confident that it can 
deliver stronger financial performance in the succeeding months as it continuously emerges a ratings winner despite stiff competition in 
the industry.
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Outlook

The Philippine Stock Exchange index is expected to trade sideways this coming week as there is no definite sign on which direction it will 
shift due to lack of fresh leads. PDST-F bid yields are expected to trade with a downwards bias as investors await news regarding the 
budget deficit/surplus. The Philippine peso is expected to rise against the dollar driven by regional growth. 


