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Global Financial Markets 
 
Global markets stayed mostly in positive territory as investors remained hopeful that the impending US fiscal cliff would 

be averted, and as some better-than-anticipated economic data was released. This overall positive sentiment also served 

to weaken demand for safer assets such as bonds and safe-haven currencies. 

Global Equities 

 

Global equities moved sideways at the start 

of the week, as investors moved cautiously 

ahead of the much-anticipated US earnings 

season. However, market sentiment was 

boosted after aluminum giant Alcoa Inc. 

kicked off the earnings season on a positive 

note, reporting revenues that were in line with 

expectations and maintaining an optimistic 

outlook for 2013. Likewise, ECB President 

Mario Draghi’s upbeat comments during 

Thursday’s policy meeting further buoyed 

investor sentiment. 

US stocks were mostly higher following the 

week’s early losses, where investors 

remained on the sidelines prior to earnings 

results. However, some positive economic 

data releases served to fuel a risk-on 

sentiment, driving up the equities market to 

close Thursday in the green. Data released 

showed that the US non-manufacturing 

sector expanded much faster than expected 

last December, with the Institute for Supply 

Management’s non-manufacturing 

purchasing managers’ index rising to 56.1, from 54.7 last November. This was the highest reading since February 2012. Moreover, 

the jobs market continued to improve slightly, with nonfarm payrolls rising 155,000, beating market estimates of 152,000. The figure 

followed an upwardly revised gain of 161,000 in November. Leading the job gains was the private sector which added 168,000 

positions, beating market estimates of 155,000. The construction sector also added 30,000 jobs after cutting 10,000 in November, 

most likely driven by the rebuilding needed following the damage caused by Hurricane Sandy.  On a similar tone, the Conference 

Board’s employment trends index rose 0.8% to 109.02 from an upwardly revised 108.19 last December. The index is up by 3.1% 

year-on-year. Adding to the upbeat data releases was the National Federation of Independent Business’ (NFIB) small-business 

optimism index, which rose by half a point to 88.0. This was only slightly higher than market estimates of 87.2, but is a big 

improvement from November’s 5.6 point drop. Thursday saw the release of wholesale sales data, with sales leaping 2.3% to 

US$419.33 billion, driven by durable goods, which included a 2.8% jump in wholesale automotive sales and a 2.0% increase in 

demand for electrical equipment.  

In Europe, over-all market sentiment was varied amid a raft of mixed economic statistics from the region. Data released showed 

that the Euro-zone’s downward trend eased last December as business activity contracted at the slowest rate in nine months. 

According to Markit, its composite purchasing managers’ index (PMI) rose to 47.2 from 46.5 last November. Despite the 

improvement, the figure still meant a contraction in activity for the eleventh consecutive month. However, chief economist at Markit 

Chris Williamson stated that the PMI surveys did provide some hope that the region was showing signs of lifting out of its double-dip 

recession. Adding to the positive sentiment was Germany’s PMI which rose to 50.3 from 49.2 in November, the first print which 

indicated an expansion since April 2012.On the other hand, growth in German industrial output fell below expectations last 

November. Output increased by a mere 0.2% month-on-month, disappointingly below market estimates of a 1.0% increase, from a 

revised -2.0% in October.  

03-Jan-13 10-Jan-13 % Change

MSCI World 1,364.39 1,378.48 1.03%

MSCI Europe 98.76 98.94 0.18%

MSCI Asia-Pacific ex-Japan 478.47 477.64 -0.17%

Dow Jones Industrial Average 13,391.36 13,471.22 0.60%

S&P 500 1,459.37 1,472.12 0.87%

Global Equity Performance
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Asian markets mostly mimicked movements of western markets, dipping on Monday as investors shifted their focus from upbeat 

developments on the US fiscal cliff to the US Fed’s plan to cut its bond buybacks short. Minutes from the Federal Reserve’s 

meeting the previous week showed that several officials saw a slowdown or an outright halt of the central bank’s bond purchases 

before the end of 2013. Alcoa’s positive start to the earnings season and better-than-expected Chinese trade data pushed stocks to 

close Thursday slightly higher. 

Week-on-week, the MSCI World index increased 1.03% to close at 1,378.48 led by the European region which increased 0.18%. 
The Dow Jones Industrial Average index and the S&P500 index also picked up 0.60% and 0.87%, respectively. Only the Asia-
Pacific ex-Japan region declined by 0.17%. 
 

Global Bonds 

 
US Treasury prices gained ground for the week as most of the Treasury 
Department’s auctions received good demand. Week-on-week, the 10- and 
30-year benchmarks lost 1.63 and 4.55 basis points, respectively. 
 
On Tuesday, investors warmly received the Treasury Department’s auction 

of 3-year notes. Demand seen at the US$32 billion auction was considered 

by some to be a gauge of investors’ opinion of the Fed’s latest policy moves 

and comments. The three-year notes drew a yield of 0.385%, compared to 

the forecasted 0.387%, and had a bid-to-cover ratio of 3.62, higher than the 

3.57 average for the past 10 3-year note auctions. Conversely, Wednesday’s 

debt auction met lukewarm demand. US$21 billion worth of benchmark 10-year notes were sold at a yield of 1.863%, which was the 

highest since their April auction. The notes had a bid-to-cover ratio of 2.83, and compared poorly with the average of 2.96 for the 

past eight 10-year auctions. 

On Thursday, the US Treasury Department’s 3rd auction for the week also drew solid demand. US$13 billion worth of 30-year 

bonds were sold at a yield of 3.07%, and attracted US$2.77 in bids for every dollar being sold. This is higher compared to the 

US$2.59 average over the past eight 30-year auctions 

Currencies  
 
The safe-haven Japanese yen declined the most for the week as Japan 
Prime Minister Shinzo Abe unveiled new stimulus measures in an effort to 
end deflation and boost economic growth. The Japanese government will be 
spending 10.3 billion yen, or US$116 billion, to drive the country’s recovery 
from a recession. On the other hand, the euro strengthened against the US 
dollar for the week amid positive economic releases and after news that that 
Japan planned to purchase bonds from the ESM in order to help weaken the 
yen, and to improve the financial situation in Europe. Week-on-week, the 
Japanese yen lost 2.31% and 0.85% against the euro and the US dollar, 
respectively, while the euro gained 1.48% against the US dollar. 

 
 
 
The week ahead (Jan 14 – Jan 18) 
 
For the week ahead, we expect markets to trade sideways as investors position themselves cautiously ahead of more corporate 

earnings results in the US. Market watchers will also be awaiting key economic data releases from the world’s biggest economy, 

such as the month-on-month CPI for December, jobless claims and industrial production. 

 

 

 

 

US Treasury Yield Curve

Tenor 3-Jan 10-Jan  +/- bps

3m 0.066 0.061 -0.51

6m 0.117 0.091 -2.54

2y 0.267 0.248 -1.86

5y 0.821 0.793 -2.71

10y 1.912 1.896 -1.63

30y 3.125 3.080 -4.55

Currencies 

4-Jan 11-Jan % Change

USD/PHP 40.910 40.700 0.52%

EUR/USD 1.3069 1.3263 1.48%

GBP/USD 1.6069 1.6152 0.52%

USD/JPY 88.15 88.91 -0.85%

AUD/USD 1.0480 1.0568 0.84%

USD/CHF 0.9246 0.9167 0.86%

EUR/CHF 1.20840 1.21592 -0.62%

EUR/JPY 115.21 117.93 -2.31%



 

 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 14, 2012 

  
Philippine Financial Markets 

 
The local equities and currency markets rallied during the week on the back of positive economic developments in the 
country. Likewise, the local fixed income surged as buying interest was evident in the Bureau of the Treasury’s 
successful bond auction held this week. 
 
 
 

Local Equities  
 

The local equities market made history when PSEi breached the 6,000 level 
for the first time, buoyed by continued investor optimism for economic growth 
in both the local and global fronts. Positive macroeconomic developments 
gave the BSP room to keep interest rates low this year.  AEV contributed 
most to the ascent (+5.8% week-on-week) after selling 99.54% stake in City 
Savings Bank to UBP. Week-on-week, the index gained 80.30 points or 
+1.34% to close at 6,051.75. 
 
 

Conglomerates 
 

 Listed conglomerate San Miguel Corp. (SMC) is looking to follow through with its plans to list its power-generation unit 

in the local bourse and to begin gathering resources and put up power plants in Luzon and Mindanao this year. SMC 

President Ramon Ang recently disclosed that the company is initially planning to build a 1,200 megawatt (MW) power 

plant in Luzon, a 600 MW facility in Visayas and another 600 MW plant in Mindanao. Other projects in Bulacan, Leyte 

and Panay were also discussed, though it was not clear which of these would be prioritized by the company. San 

Miguel is currently among the largest power players in the country with an installed capacity of about 3,000 MW. 

Financials 
 

 The International Finance Corp. (IFC) will raise its stake in Yuchengco-led Rizal Commercial Banking Corp. (RCBC) 

by subscribing to US$100 million worth of new common shares according to a disclosure to the stock exchange last 

week. IFC already has an existing 6.7% stake in RCBC after pouring in Php2.1 billion in March 2011. After the 

transaction, IFC’s stake will increase to 12.7%, said RCBC executive vice president and head of strategic initiatives 

John G. Deveras. He added that RCBC still has to obtain the Bangko Sentral ng Pilipinas’ and the IFC board of 

directors’ approval of the new investments. 

 Union Bank of the Philippines (UBP) is going to acquire the 32-branch thrift bank CitySavings Bank, resulting in a 

consolidation of the banking interests of Aboitiz Equity Ventures (AEV). UBP and AEV jointly announced the 

acquisition by the former of 99.54% of CitySavings, which is equivalent to around Php5.7 billion. UBP will be buying 

the combined 194,371 shares of AEV and Pilmico Food Corp at 2.5 times the book value as of year-end 2012. The 

purchase is still subject to the results of a due diligence review, and the approval of the Bangko Sentral ng Pilipinas. 

Properties 
 

 Century Properties Group, Inc. is planning to buy back shares worth as much as Php800 million for a period of up to 

24 months. The company’s disclosure stated that board had given authorization to implement a share buyback option 

program from any shareholder who opts to divest his shareholdings. The group explained further that it would only 

resort to the program only if and to the extent that the price per share is deemed undervalued, share prices become 

highly volatile, or in any other instance where the corporation believes that a buyback will result in boosting 

shareholders’ value. 

Telecommunication 
 

 Japan-based IT provider NEC Corp. (NEC) has tied up with local telecom giant Philippine Long Distance Co. (PLDT) 

in an effort to improve its existing cloud services. A cloud service is any resource that is provided over the internet 

such as operating systems, storage, networking components and the like. Under the partnership, NEC Philippines will 

4-Jan 11-Jan % Change

PSEi 5,971.45 6,051.75 1.34%

Philippine Stock Exchange Index
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provide and maintain the cloud infrastructure for PLDT’s infrastructure-as-a-service (IaaS). According to PLDT 

executive vice president Eric Alberto, the telecom company is now offering solutions from its cloud, which is publicly 

available, beginning with IaaS. PLDT has been offering a set of cloud services since 2010. 

Philippine Bond Markets  
 
Prices of local government securities rallied during the week as buying 
interest was observed, especially on short-tenored buckets on the back 
of the country’s surging economy. Week-on-week, yields declined by an 
average of 4 basis points led by the short-end of the curve which fell by 
15 basis points. Meanwhile, the belly rose by 2 basis points. 
 
 
The Bureau of the Treasury auctioned off Php15 billion worth of Treasury 
Bills last January 7. The total amount awarded was composed of 
Php2.80 billion worth of 91-day bills –which exceeded the Php2 billion 
offered– at an average yield of 0.050%, Php5 billion worth of 182-day 
bills at an average yield of 0.300%, and Php8 billion worth of 364-day 
bills at an average yield of 0.763%. The government received tenders 
totaling Php62.6 billion, much higher than the bids totaling Php12.44 
billion during the auction held last December 10, 2012. 
 
Philippine Peso 
 
The Philippine peso rallied during the week as market players remained bullish on the country’s sound macroeconomic 
fundamentals and favorable growth outlook.  Week-on-week, the local currency gained 30 centavos to close at 40.610. 
 
 
Data from the National Statistics Office (NSO) showed that merchandise exports in November rose by 5.5% year-on-year to 
US$3.55 billion from the US$3.37 billion registered in the same period in 2011. This brought the cumulative merchandise exports 
figure for 2012 to US$48.03 billion, or 7.0% higher than US$44.90 billion 2011 figure, but still fell short of the 8% revised target set 
by the government.  Electronics, which accounted for 48.8% share of total revenues, leapt 13.3% to US$1.73 billion in November. 
Meanwhile, faster upticks were observed other exports such as woodcraft and furniture, which grew by 56.0% to US$271.32 million 
and metal components, which escalated by 163.5% to US$129.05 million. 

 

The country’s foreign exchange reserves reached an all-time high of US$84.25 billion ending the year 2012 which was primarily 
driven by the central bank’s dollar purchases that were meant to temper the sharp appreciation of the peso. The amount roughly 
12% higher from US$75.30 billion registered in 2011. Also, the year-end gross international reserves (GIR) were enough to cover 
one year of the country’s import requirements and nearly six times the amount of both foreign currency-denominated debts of the 
government and private entities maturing within one year. 

 

Data from the Bureau of the Treasury (BTr) showed that subsidies to government-owned or controlled corporations (GOCCs) in the 
first eleven months of 2012 declined by 43% to Php25.63 billion from the Php45.2 billion registered in the same period a year ago. 
The biggest recipients of the subsidies were the National Food Authority, which got Php7.54billion, the National Electrification 
Administration which received Php4.4 billion, the National Housing Authority with Php2.4 billion and the Philippine Health Insurance 
Corp. with Php2.16 billion. The Aquino administration has been spending a lot and cutting unnecessary costs which could be the 
main determinants of the decrease. 

 

Data from the Sugar Regulatory Administration (SRA) showed that sugar production rose by 27% to 872,978.87 metric tons (MT) as 
of December 17, from 686,366.64 MT in the same period last year. The SRA attributed the increase in sugar production to early 
milling, higher rate of crushing and favorable weather conditions in the last quarter of 2012. SRA Manager for Planning and Policy 
Rosemarie Gumera said that they are optimistic in meeting their target despite the effects of typhoon Pablo and Quinta as these 
typhoons did not hit any major sugar-producing areas. 

 

The Philippine Amusement and Gaming Corp. (Pagcor) remitted Php12.18 billion to the National Treasury in the first 11 months of 
2012, 18% higher than Php10.34 billion turned over in the same period in 2011. In November, Pagcor contributed Php1.065 billion 
to national coffers, up by 3.2% from the Php1.032 billion registered in the same period a year ago, according to data from the 

Tenor 4-Jan 11-Jan  Change

1m 0.69 0.33 -36

3m 0.49 0.31 -17

6m 0.75 0.56 -20

1y 0.91 1.03 12

2y 2.99 2.95 -3

3y 3.85 3.89 5

4y 3.98 3.97 -1

5y 3.93 3.93 0

7y 4.12 4.20 8

10y 4.39 4.47 8

20y 5.93 5.92 -1

25y 5.79 5.73 -7

Average -4

Peso Yield Curve                                       

(PDST-F Reference Rates)
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Bureau of the Treasury. Moreover, Pagcor posted a 16% increase in its earnings as of September 2012 to Php31.16 billion amid 
strong gaming operations. 

 

The week ahead (Jan 14 – Jan 18)  

After nearly a 4% value upswing in the first 7 days of trading in 2013, Philippine stocks are expected to consolidate gains. The PSEi 
will exhibit sideways trading with a downward bias as the index tries to build a firm base near the psychological 6,000 level. The 
support for the index is at 6,000 while the previous high of 6,098 will be the current resistance. Moreover, foreign inflows (net 
positive of over Php5 billion ex GTCAP placement) continued to push the market higher in anticipation of the credit rating upgrade 
that may happen later in the year.   

Furthermore, stocks received a late push this week after the Securities and Exchange Commission (SEC), thru the directive of the 
Supreme Court, hinted that they "will not go by the strict ruling of requiring each and every class of share" to qualify as capital. 
Investors interpreted this statement as leaning towards allowing the issuance of preferred shares in accounting and determining for 
Philippine companies' foreign ownership limits. PLDT, which is among the biggest local companies that might be adversely affected 
by SC’s 40% ownership ruling, jumped 2% to reach Php2,700 intraday. However, the SEC's final ruling is still being drafted and is 
due to come out with the official report this coming March and the implementation date will be on June 2013. 

Meanwhile, the release of overseas Filipino workers’ remittances figure due to be released next week will definitely weigh in on the 
performance of the local fixed income and currency market. Market watchers will also continue to monitor the developments in the 
global economy particularly in the US which will release key economic data. 

 

 

 


