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Global Financial Markets 
 

Global equity prices moved up for the week as investors focused on encouraging US economic data. For fixed income 
markets, demand for safe-havens went down as investors remained positive despite growing concerns for Europe. As for 
currencies, demand for safe heavens, such as the US dollar, increased as concerns in Europe continue to persist. 

 
Global Equities 

 
For the past week, encouraging US economic 
data generally overshadowed deepening 
concerns over Europe. Positive jobs and 
manufacturing reports took away the focus 
from the seemingly worsening European debt 
crisis. Given this, the week-on-week movement 
in global equities was positive. The MSCI 
World, MSCI Europe and MSCI Asia-Pacific 
ex-Japan climbed 1.65%, 2.03% and 2.10%, 
respectively. Similarly, the Dow Jones 
Industrial Average moved up by 1.05% while 
the Standard & Poor’s 500 Index gained 
1.43%. 
 
US 

 US factories expanded in December at 
the fastest pace in six months. The 
Institute for Supply Management’s factory 
index went up to 53.9 in December from 
52.7 in November. Compared to this, the 
market estimate was only at 53.5. 

 American factory orders rose by the most 
in four months. Bookings for factory 
goods grew 1.8% in November from a revised 0.2% drop the previous month. 

 The index of non-manufacturing performance from the Institute of Supply Management went up to 52.6 in December from 52.0 
in the previous month. 

 Construction spending in the US grew by 1.2% in November. The growth is significantly higher than the market estimate of only 
0.5%. 

 Applications for jobless benefits in the US decreased to 372,000 for the week ending December 31, 2011. This is lower 
compared to the market estimate of 375,000. 

Europe 

 Spain. Spain’s new government approved billions of euros in deficit reduction measures as Madrid announced a significantly 
larger-than-anticipated shortfall for 2011. Their budget deficit turned out to be twice the fiscal shortfall in Italy.  

 The Germany Manufacturing purchasing-managers index went up to 48.4 in December compared to the market estimate of 
48.1. 

 Italy’s largest bank by total assets, UniCredit SpA, launched a €7.5 billion two-for-one rights issue at a large discount of 69% to 
its closing share price on Tuesday. 

 Overnight deposits at the European Central Bank reached a record high. The amount placed in the overnight deposit facility 
reached €453.18 billion from Monday’s €446.26 billion. 

Asia 

  Chinese Premier Wen Jiabao claimed that monetary policies will be fine tuned given views that the business environment in 
China may prove to be “relatively difficult” in the first quarter of 2012. “We see downside pressure on our economy and 

29-Dec-11 05-Jan-12 % Change

MSCI World 1,177.56 1,197.03 1.65%

MSCI Europe 84.23 85.94 2.03%

MSCI Asia-Pacific ex-Japan 391.62 399.84 2.10%

Dow Jones Industrial Average 12,287.04 12,415.70 1.05%

S&P 500 1,263.02 1,281.06 1.43%

Global Equity Performance
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elevated inflation at the same time. We also face problems of weakening external demand and rising costs for companies,” the 
official stated in the government’s website. 

 Chinese Commerce Minister Chen Deming claimed that the nation will implement plans to boost consumption in 2012 to help 
counter the effects brought about by the global economic slowdown. The government is finding ways to promote spending on 
energy-saving products and to prop up online shopping and tourism. The statement came after Premier Wen Jiabao said last 
January 3 that business conditions may be “relatively difficult” this quarter. 

 Data collected by Singapore-based Eurekahedge suggested that Asia’s hedge-fund industry is set to contract in 2012 amid 
slow growth, weak performance, and the difficulty to raise capital. The same report showed that 123 Asian hedge funds closed 
in 2011, 125 in 2010, and 184 in 2008. Hedge funds in the region currently manage US$125 billion, approximately 30% lower 
than the peak of US$176 billion in 2007. 

 Data from HSBC Holdings and Markit Economics showed that manufacturing in India and China improved in December, 
indicating that the world’s fastest-growing major economies are enduring Europe’s debt saga. The Purchasing Managers’ Index 
in India climbed to the highest level in 6 months to 54.2 as compared to a 51 reading in November. Similarly, China’s index 
returned to positive territory registering at 50.3 from 49 in November. Readings above 50 indicated expansion. 

  

Global Bonds 

 US bond market yields generally moved up during the week as 
encouraging economic data in the US prompted investors to veer away 
from safe assets. The 10-year benchmark yield gained 9.58 basis points 
while the 2-year note yield lost 0.74 basis points. For the longer end, the 
30-year bond yield rose 15.82 basis points. 

 

Currencies 

  

 Week-on-week, the US dollar strengthened against most of its peers on 
speculation that growth in the US economy is gaining momentum amid 
concerns in Europe. The euro, Swiss franc and the Japanese yen all 
weakened against the greenback to 1.2811, 95.09 centimes and 77.13, 
respectively. 

 
The week ahead (January 9 – January 13) 
 

 Europe’s influence was generally silenced by economic reports from the 
US. However, if Europe still remains to be negative for the next week, 
sentiment could still be brought down since investors are still wary 
towards the debt crisis even amid encouraging US economic data. 

 For fixed income, demand for safe havens eased this week as positive economic data overshadowed deepening concerns for 
Europe. Moving forward, there could be a turnaround if the debt crisis continues worsen. 

 For currencies, on the other hand, demand for the US dollar could continue given that the debt crisis in Europe is worsening. 

 

US Treasury Yield Curve

Tenor 29-Dec 5-Jan  +/- bps

3m 0.000 0.010 1.02

6m 0.056 0.046 -1.01

2y 0.267 0.259 -0.74

5y 0.880 0.881 0.16

10y 1.899 1.995 9.58

30y 2.903 3.061 15.82

Currencies 

30-Dec 6-Jan % Change

USD/PHP 43.840 44.130 -0.66%

EUR/USD 1.2961 1.2811 -1.16%

GBP/USD 1.5543 1.5514 -0.19%

USD/JPY 76.91 77.13 -0.29%

AUD/USD 1.0209 1.0267 0.57%

USD/CHF 0.9381 0.9509 -1.35%

EUR/CHF 1.21679 1.21825 -0.12%

EUR/JPY 99.66 98.81 0.86%



 

 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. 

January 9, 2012 

Philippine Financial Markets 
 
Events on the local scene overshadowed worries on the foreign markets, yielding a net increase in the PSEi of 2.55% and 
pushing yields government securities 3 basis points lower. Conversely, the Philippine peso declined by 29 centavos due to 
uncertainties in global markets. 
 
 

Local Equities 
 

The week had a bright start as investors shrugged aside concerns on the Euro-
zone debt crisis and focused on better-than-expected US economic numbers.  
The upsurge continued for the next three days as foreign investors coming back 
from vacation took advantage of the longer trading hours. Events on the local 
scene also affected the market. With the announcement of the government 
spending on infrastructure development, shares of infrastructure-related 
companies rose significantly. The successful sale of US$1.5 billion worth of 
global bonds and Php9 billion worth of 7-yr treasury bonds also stimulated 
investors’ risk appetite. However, worries of worsening Euro-zone debt crisis led 
a decline last Friday, ending its 4-day winning streak. The Philippine Stock 
Exchange index (PSEi) inched up by 2.55%, to close at 4,483.36 on Friday. 

 

 The planned extension of trading hours at the Philippine Stock Exchange was finally implemented last Monday.   The market is 
now open until 3:30PM, effecting a total of 5.5 trading hours, including a 10-minute run-off to the close. The move will prepare 
the market as it joins cross-border trading with its Southeast Asian neighbors, as well as, to attract more investors, especially 
overseas Filipino workers. 

 The government has finalized its line-up for the Php141.8 billion worth of infrastructure projects. The fund is part of the 
Php182.2 budget for government infrastructure under the 2012 National Budget. The Department of Public Works and 
Highways will get the greatest share amounting to Php91.57 billion, or 64.58%, of the budget, while the remaining 35.42% is to 
be shared by the Department of Agriculture, the Department of Education, the Department of Transportation and 
Communication and the Department of Interior and Local Government. 

 The Public Private Partnership Center has lined up Php154 billion worth of projects in 2012. Metropolitan Waterworks and 
Sewerage System new water supply will have the greatest share amounting to Php25 billion. 

 According to Budget Secretary Florencio Abad, the government released Php1 billion for preventive maintenance of major 
roads and highways nationwide. The funds will be used as a counterpart funding for National Roads Improvement and 
Management Project II. For the said funds, asphalt overlay of Tagaytay-Nasugbu Road in Batangas will get the largest 
allotment amounting to Php150 million. 

 

Property 

 Megawide Construction seeks technical support services of IHI Infrastructure Systems Co., Ltd. of Japan for public-private 

partnership projects it may undertake this year. The company is eyeing on the Light Rail Transit and other road projects. 

 

Telecommunications 

 Philippine Long Distance Telephone Co. sees completion of its network upgrade program by year end-2011, a year ahead of 

schedule. The company has expedited the program in anticipation of growing demand for improved broadband services as well 
as stiffer competition from other service providers.   

 The Philippine Stock Exchange approved the application of Globe Telecom to list up to 12,000,000 common shares with a par 

value of Php50.00. Half of the shares will cover the Company’s Executive Stock Option Plan while the other half will cover the 
Employee Stock Ownership Plan. 

 

Conglomerates 

 San Miguel Corp. eyes on exercising its option to increase its shares to 51% in Atlantic Aurum, a subsidy of the Citra Group. 

The company, together with the Citra group, had recently expressed its intention of buying stakes in the STAR tollroad 
extension project. 

30-Dec 6-Jan % Change

PSEi 4,371.96 4,483.36 2.55%

Philippine Stock Exchange Index
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 After outbidding South Expresslink Corporation last December, Ayala Corp. is expected to sign the concession agreement for 

the Daang Hari-South Luzon Expressway Link Road Project by the end of this month. This venture would complement the 
company’s existing property projects in Cavite and Muntinlupa. 

 DMCI Holdings remains positive for 2012 as it just had raised its growth forecast from 10%-15% to 20%. The revision was due 

to the completion of the rehabilitation of the company’s power facility and the 20% recorded growth in its property business. 

 

Power and Utilities 

 In a disclosure to the PSE, Meralco claimed that it signed a Php3.0 billion Notes Facility Agreement with First Metro 

Investment Corporation as arranger and underwriter. The issuance, which was composed of 7-year and 10-year notes, fetched 
yields of 5.5346% and 5.6387%, respectively. 

 

Banks 

 In a disclosure to the stock exchange, Banco de Oro Unibank (BDO) announced that it has obtained regulator approval to 

consolidate five subsidiaries as part of measures to enhance operating efficiency. The consolidation involves the merger of 
wholly-owned subsidiaries BDO Strategic Holdings Inc. (BDOSHI), Equitable Card Network Inc., EBC Strategic Holdings Corp., 
BDO Technology Center Inc., and Strategic Property Holdings Inc. BDOSHI will be the surviving corporation in this merger. 

 Standard & Poor’s credit rating for Metropolitan Banking Corp. and Banco de Oro Unibank was upgraded to BB/B from BB-

/B. This is a result of S&P’s positive outlook on the sovereign rating of the country. 

 Sy-led China Banking Corp. ended 2011 with a total of 293 branches. A total of 24 main bank and savings bank branches 

were opened this year, 7 of which were opened this month. Sy plans to increase the figure to 400 by 2014. 

 
 
Philippine Bond Markets 
 

 Peso-denominated government bonds rallied amid a lower-than-expected 
inflation read in December, suggesting that the Monetary Board will decide to 
slash its policy rates in their meeting on January 19. Gains at the belly and at 
the long end of the curve were, however, tempered during the last trading 
day of the week as worries about European banks, higher Euro-zone bond 
yields, and a drop of the Euro to the lowest level in 16-months prompted 
investors to book profits. The yield curve declined by 3 basis points on the 
average, while the short end of the curve reversed by 16 basis points on the 
average. 

 Philippine inflation in December eased to 4.2% from 4.8% the previous 
month (2006 base), well-below the market estimate of 4.7%. The decline was 
mainly attributed to a softer reading on the food and nonalcoholic beverages 
component, which registered at 4.1% from 4.8% in November. Similarly, core 
inflation ground lower to 3.4% from 3.7% the previous month. For 2011, 
inflation averaged 4.8%. 

 The Bangko Sentral ng Pilipinas is hopeful that the country’s sovereign debt 
rating will be raised to investment grade within a year following affirmative 
actions from credit watchers in 2011. The central bank expressed confidence 
that in six to twelve months, it is possible for the country to attain an upgrade 
after Standard and Poor’s improved its outlook on the country from “stable” to 
“positive” last month. Moody’s Investor Service and S&P rated the country 
“BB” and “Ba2,” respectively, both two notches below investment grade. 
Meanwhile, Fitch Ratings marks the country with “BB+,” which is just a step 
away from the level where a country’s capacity to pay off its debts is 
perceived to be “adequate.” 

 The Bureau of the Treasury (BTr) successfully sold Php9 billion worth of 
seven-year Treasury bonds (T-bonds) as investors swamped the first debt 
auction for 2012. Investors tendered Php31.205 billion, more than three 
times the programmed offer of Php9 billion. With strong demand for the debt 

Tenor 29-Dec 6-Jan % Change

ROP13 1.29 1.60 -31

ROP16N 2.37 2.41 -4

ROP19N 3.50 3.46 4

ROP20 3.58 3.62 -4

ROP21 3.62 3.67 -5

ROP24N 4.42 4.70 -28

ROP26 4.30 4.36 -6

ROP30 4.93 4.90 3

ROP32 4.86 4.92 -6

ROP34 4.91 4.98 -7

Average -8

ROP Yield Curve

Tenor 30-Dec 6-Jan  Change

1m 2.21 2.02 -19

3m 1.66 1.48 -18

6m 1.75 1.63 -13

1y 1.97 1.83 -14

2y 2.67 2.67 1

3y 3.44 3.70 26

4y 4.79 4.81 2

5y 5.08 5.00 -8

7y 5.27 5.28 1

10y 5.41 5.45 4

20y 6.58 6.67 8

25y 6.57 6.51 -7

Average -3

Peso Yield Curve                                         
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paper, the seven-year T-bond fetched an average rate of 4.808%, below the previous rate of 5.019%, a decline of 21.1 basis 
points.  

 The government successfully sold US$1.5 billion worth of 25-year global bonds. The notes will have a of yield 5%, 50 basis 
points lower than its 2026 global bond issue offered March last year, and will be offered at par. Proceeds from the sale will  be 
used for funding the government’s infrastructure projects. The government plans to raise an additional of US$750 million from 
the global debt market this year. 

 
Philippine Peso 
 

 The Philippine Peso weakened by 29 centavos, week-on-week, against the US dollar, to close at 44.130. Events in the global 
economy, specifically uncertainties on the direction and effects of the Euro-zone debt crisis, influenced the fluctuations in the 
exchange rate.   

 

The week ahead (January 9 – January 13) 

 Positive sentiments on the local market, brought about by a drop in inflation and by government movements to boost spending 
and improve infrastructure, will continue to drive the index up. However, the effect of the lingering Euro-zone debt crisis might 
continue to alarm investors. We expect the main share index to remain high, trading at a range of 4,400 to 4,500 in the coming 
week. We expect the Philippine Peso to slightly depreciate against the US dollar as downward pressure from the Euro-zone 
debt crisis is tempered by signs of an improving US economy and a recovery in Philippine exports. 


