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October 3, 2011 

  Global Financial Markets 
 
Global equities gained this week due to investors being hopeful for a solution to the debt crisis in Europe. Consequently, 
US Treasury yields increased as investor risk appetite improved. Currencies behaved the same way with demand for safe 
havens decreasing making the euro generally appreciate against peers. 
 
Global Equities 

 

 Although global equity markets started continuing 
the plunge from the previous week, the main 
theme for the period is a rebound from all the 
negative sentiment that was pressuring the asset 
class down. After the initial decrease, the market 
was generally filled with positive sentiment, 
sending regional benchmarks to a three-day rally. 
Investors speculated that Greece was making 
progress towards meeting the conditions for its 
international rescue. The MSCI World, MSCI 
Europe and MSCI Asia-Pacific ex-Japan 
increased by 3.71%, 6.47%, and 0.79% week-on-
week, respectively. The Dow Jones Industrial 
Average also moved up by 3.91%, while the 
Standard & Poor’s 500 Index went up by 2.73% 
from the previous week. 

 The Greek Prime Minister George Papandreou 
won a vote on a new property tax, bolstering his 
chances of pushing through austerity cuts aimed 
at securing more international aid. 

 Initial claims for jobless benefits stood at 423,000 
last week. Although it declined from the previous 
week, it was still higher than the market estimate 
of 420,000. 

 The index of US leading economic indicators increased more-than-forecast in August, easing concerns that the economy is 
headed for a recession. The index climbed 0.3% compared to the projected 0.1% increase. 

 Purchases of new houses in the US declined in August to a six-month low, dropping 2.3% to an annual pace of 295,000. 
However, the figure was still higher than the market estimate of 293,000. 

 Mortgage applications in the US rose last week as low borrowing costs boosted demand for refinancing. On a weekly basis, the 
Mortgage Bankers Association’s index increased 9.3% in the week ended September 23. 

 
 Global Bonds  
 

 Just as the global market was dominated by positive sentiment for the 
week, US Treasuries experienced a net increase in yields. The 
developments for the week generally pushed investors to choose 
equities, sending yields to rebound from record lows. The 10-year 
benchmark yield jumped by 27.82 bps to 1.996% while the 30-year 
bond yield went up by 25.60 bps to 3.054%. On the other hand, the 2-
year note reacted less with an increase of only 6.04 bps to 0.258%. 

 Investors speculated that the Group of 20 leaders will act to prevent the 
European sovereign debt crisis from worsening. 

 Finance chiefs including US Treasury Secretary Timothy F. Geithner 
urged Europeans to step up efforts to contain the debt crisis. 

 

US Treasury Yield Curve

Tenor 22-Sep 29-Sep  +/- bps

3m 0.000 0.010 1

6m 0.015 0.041 3

2y 0.198 0.258 6

5y 0.775 0.997 22

10y 1.718 1.996 28

30y 2.798 3.054 26

22-Sep-11 29-Sep-11 % Change

MSCI World 1,089.33 1,129.70 3.71%

MSCI Europe 74.45 79.27 6.47%

MSCI Asia-Pacific ex-Japan 379.48 382.47 0.79%

Dow Jones Industrial Average 10,733.83 11,153.98 3.91%

S&P 500 1,129.56 1,160.40 2.73%

Global Equity Performance

0

200

400

600

800

1,000

1,200

1,400

1,600

1,800

MSCI World MSCI Asia Pacific ex Japan S&P 500 Index MSCI Europe

5-Year CDS Spreads

Country 22-Sep 29-Sep  +/- bps

Greece 5,349.76 5,156.92 -193

Portugal 1,165.37 1,094.07 -71

Ireland 808.95 716.27 -93

Italy 534.37 455.93 -78

Spain 432.58 374.17 -58

France 202.51 177.59 -25



 

 This material, which is strictly for information purposes only, is for your sole use, does not constitute a recommendation or an offer to sell or a solicitation to buy any financial product. Any information is subject to change 
without notice and BPI is not under any obligation to update or keep current the information contained herein. You are advised to make your own independent judgment with respect to the matter contained in this 
document. No liability whatsoever is accepted for any loss that may arise (whether direct or consequential) from any use of the information contained herein. 
All funds managed by BPI Asset Management 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. 

October 3, 2011 

Currencies  
  

 Week-on-week, the currency mainly tracked the sentiment in the global 
equity market as investors are hopeful on a solution for the European 
debt crisis. The euro appreciated against both the USD and the JPY to 
1.3515 and 103.69, respectively. 

 
 
The week ahead (September 26 – September 30) 
 

 This week has been positive for global markets as they rebound from quite a fall from the previous week. The performance of 
the markets will still heavily depend on the developments in Western continents. Although markets did gain, this was mostly 
because of positive speculation on what the government, specifically policy makers, will do. If the result turns out to be a 
disappointment, another plunge is expected. On the other hand, if investors agree with their future actions, we may see another 
rally this coming week. 

 

Currencies

23-Sep 30-Sep % Change

USD/PHP 43.5800 43.7200 -0.32%

EUR/USD 1.3500 1.3523 0.17%

GBP/USD 1.5449 1.5581 0.85%

USD/JPY 76.61 76.82 -0.27%

AUD/USD 0.98 0.97 -0.48%

EUR/CHF 1.22 1.22 -0.19%

EUR/JPY 103.29 103.89 0.58%



 

 This material, which is strictly for information purposes only, is for your sole use, does not constitute a recommendation or an offer to sell or a solicitation to buy any financial product. Any information is subject to change 
without notice and BPI is not under any obligation to update or keep current the information contained herein. You are advised to make your own independent judgment with respect to the matter contained in this 
document. No liability whatsoever is accepted for any loss that may arise (whether direct or consequential) from any use of the information contained herein. 
All funds managed by BPI Asset Management 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. 

October 3, 2011 

Philippine Financial Markets 
 
Domestic equities ended higher week-on-week as optimism over recent developments in the Euro zone and quarter-end 
window-dressing lifted stock prices from a 12-month low. Local bond prices also rose, with momentum from the 
government’s sale of new 25-year bonds pushing yields lower especially at the long end of the curve. Meanwhile, the Peso 
posted another weak week against the greenback. 
 
Local Equities 

 

 After enduring a very volatile week, the Philippine Stock Exchange Index 
climbed 113.69 points (or +2.93%) Friday-to-Friday to close at 3,999.65 as 
investor sentiment finally looked up amid encouraging developments in the 
Euro zone in time for quarter-end. The local bourse touched its lowest level in 
more than 12 months on September 26 as Asian equities were sold off on risk-
off action, but managed to post gains in the three consecutive sessions 
running until Friday. Foreign investors significantly reduced their holdings of 
local stocks, as net selling reached a solid US$48.4 million during the week. 

 Typhoon Pedring, which hit the country at the start of the week and prompted the closure of local financial markets on Tuesday, 
was estimated to have cost the Philippine economy Php985 billion in damages to crops and infrastructure, according to initial 
reports from the National Disaster Risk Reduction and Management Council. More than 35,000 metric tons (MT) of rice, 6,300 
MT of corn, and 110 MT of other high-value commercial crops were damaged during Pedring’s onslaught, according to the 
Department of Agriculture.  

 President Benigno Aquino III’s net satisfaction rating improved from +56% in September from +46% in June according to a 
survey conducted by polling group Social Weather Stations. Seventy percent of respondents were satisfied with the President’s 
performance (up from 64% in June) while 14% disapproved (from 18% previously). 

 In a disclosure to the PSE, Jollibee Foods Corporation (JFC) mentioned that it signed a contract to purchase 54% of BK Titans 
Inc., the sole local franchisee of Burger King in the Philippines, for Php65.5 million. The acquisition will allow the food giant to 
enter the premium price segment of the local hamburger category. The stock of JFC climbed 3%, closing at Php84.40 today. 

 
Philippine Bond Markets 

   

 Bid yields for peso-dominated government securities declined by 24 basis 
points on average, with more pronounced drops at the long end of the yield 
curve, after a successful sale of new 25-year papers pushed yields lower 
amidst statements from government officials anticipating a credit rating 
upgrade for the Philippines. Rates for 1-month and 3-month papers also fell 
after the central bank guided that inflation for October will fall between 3.8%-
4.8%, well within the target for the year. 

 The Philippine government last week revealed its borrowing plan from the 
local debt market in 4Q2011, as more details on the issuance of new Retail 
Treasury Bonds (RTBs) came to the fore. The Bureau of the Treasury will be 
holding six auctions for new Treasury Bills and five FXTN offerings (with 
tenors of 7, 10, and 25 years) until December, aiming to raise a total of Php99 
billion. In addition, the Treasury is looking to raise a minimum of Php50-60 
billion from another sale of RTBs that will likely be launched by the second or 
third week of October. 

 Last week’s news flow was marked by successful and prospective issuances 
of new debt papers from domestic financial institutions.  

 Banco de Oro Unibank, Inc. (BDO) closed its sale of 10-year Tier 2 Notes (callable in 5 years) a day ahead of schedule, issuing 
Php6.5 billion after drawing solid interest from both retail and institutional investors. Strong demand was seen even as the 
papers were priced at 6.375%, lower than the 6.5% fetched by a similar issuance from the bank in June.  

 First Metro Investment Corp. (FMIC, the investment banking arm of Metrobank) has secured Board approval for the issuance of 
up to Php7 billion of five-year bonds in October, as did Security Bank has secured Board approval to issue up to Php10 billion of 
long-term negotiable certificates of deposit (LTNCD), with tenors between 5 to 7 years 

Tenor 23-Sep 30-Sep % Change

1m 4.66 4.01 -65

3m 4.19 2.96 -123

6m 1.16 2.22 106

1y 1.82 1.73 -10

2y 3.30 3.03 -27

3y 3.90 3.89 0

4y 5.13 5.12 0

5y 5.58 5.53 -5

7y 5.77 5.45 -32

10y 6.75 6.23 -52

20y 7.85 7.48 -38

25y 8.09 7.67 -42

Average -24

Peso Yield Curve                                         

(PDST-F Reference Rates)

23-Sep 30-Sep % Change

PSEi 3,885.96 3,999.65 2.93%

Philippine Stock Exchange Index



 

 This material, which is strictly for information purposes only, is for your sole use, does not constitute a recommendation or an offer to sell or a solicitation to buy any financial product. Any information is subject to change 
without notice and BPI is not under any obligation to update or keep current the information contained herein. You are advised to make your own independent judgment with respect to the matter contained in this 
document. No liability whatsoever is accepted for any loss that may arise (whether direct or consequential) from any use of the information contained herein. 
All funds managed by BPI Asset Management 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. 

October 3, 2011 

 Yuchengco-led Rizal Commercial Banking Corp. (RCB) has secured Board approval for the establishment of an Euro Medium 
Term Note (EMTN) Program which will allow the bank to issue up to US$1.0 billion of Regulation S notes, with tenors of either 5 
or 7 years. 

 Security Bank Corporation (SECB) intends to prop up its deposit base by issuing as much as Php5 to Php10 billion-worth of 
long-term negotiable certificates of deposits (LTNCDs). In a disclosure to the PSE, the bank claimed that it has obtained 
authority from its Board of Directors to issue five- and seven-year LTNCDs and is in the process of obtaining approval from the 
central bank for the issuance. They intend to hold the offering in several tranches, with the first being in mid-November. 

 On a related note, Ayala Corporation is set to redeem their Php6 billion Bonds on November 22, a year before the papers’ 
maturity. The Bonds shall be redeemed by payment in cash of 100% of the issue price plus accrued and unpaid interest based 
on the 6.825% coupon rate plus and early redemption penalty of 0.50%. 

 
Philippine Peso 
 

 The Philippine peso depreciated anew against the US dollar, giving up 14 
centavos week-on-week to close at Php43.720 on Friday, to join a broad-
based weakening of major and regional currencies against the greenback 
amid turbulence in financial markets. 

 Imports recorded for the month of July reached US$5.0 billion, a 6.6% rise 
over the same period last year, according to the National Statistics Office. The 
economy’s trade balance registered a US$570 million deficit, bringing the 
year-to-date deficit to US$6.32 billion. 

 
The week ahead (September 26 – September 30) 
 

 Local stocks will continue to find guidance from developments overseas, especially from the Euro zone, as investor sentiment 
recently hinges more on news flow rather than fundamentals. The bourse’s direction will depend on whether any clarity can be 
gleaned from policymakers in the distressed region, and significant swings cannot be discounted. Fixed income investors will 
watch for inflation figures due for release on Wednesday, October 5. Market watchers have already priced in the possibility of 
the inflation print coming within the 3.8%-4.8% range, so any surprise will definitely set-off movements (however short-lived) at 
the short end of the curve, while momentum from last week’s auction will continue to provide support for the long end o f the 
curve. 

 
 

Tenor 23-Sep 30-Sep % Change

ROP13 2.0730 2.1570 -8

ROP16N 2.8350 2.9830 -15

ROP19N 4.1040 4.1620 -6

ROP20 4.1330 4.1290 0

ROP21 4.0970 4.0970 0

ROP24N 5.0320 5.1280 -10

ROP26 4.9170 4.9870 -7

ROP30 5.3730 5.4210 -5

ROP32 5.3010 5.2540 5

ROP34 5.2460 5.2460 0

Average -5

ROP Yield Curve


