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January 16, 2012 

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 up as investors remained cautious for Europe. The US dollar, on the other hand, 
experienced a decrease in demand despite escalated concerns for Europe. 

 
Global Equities 

 
The past week has been mixed for global equity 
markets. Economic data from the US were 
generally positive, showing improving numbers in 
jobs growth and demand experienced by 
wholesalers. On the other hand, concern for 
Europe mostly deepened with the exception of 
one positive development at the end of the week. 
Given this, global equities generally experienced 
slightly positive movements. The MSCI World, 
MSCI Europe and MSCI Asia-Pacific ex-Japan 
grew 0.86%, 0.66% and 1.51%, respectively. For 
the US, the Dow Jones Industrial Average moved 
up by 0.45% while the Standard & Poor‟s 500 
Index gained 1.13%. 
 
US 

 Payroll growth in the US was significantly 
higher than the market estimate. After 
gaining 100,000 last November, nonfarm 
payrolls continued the growth in December 
by 200,000. Compared to this, the market 
estimate was an increase of 155,000. 

 The unemployment rate unexpectedly dropped to 8.5% for the month of December compared to 8.7% the previous month. The 
market estimate was an unemployment rate of 8.7%. Although, claims for jobless benefits increased by 24,000 to 399,000 for 
the week ended January 7, 2012, the highest in six weeks. 

 Inventories at US wholesalers grew less than expected as investors struggled to keep up with demand. Wholesale inventories 
increased only by 0.1% compared to an estimated 0.5% growth. 

 Mortgage applications in the US rebounded last week as purchases and refinancing advanced. The Mortgage Bankers 
Association‟s index climbed 4.5% for the week ended January 6, 2012 after falling 4.1% the previous week. 

 Sales at US retailers grew less than expected in December, confirming forecasts of a slowdown in consumer spending. 
Advanced retail sales grew only by 0.1% in December compared to a 0.4% growth the previous month. The market estimate 
was a 0.3% growth. 

 

Europe 

 Industrial Production in France unexpectedly grew 1.1% MoM in November. Compared to this, the market estimate was a 0.2% 
contraction. 

 Reports showed that Germany's economy contracted slightly in the fourth quarter as GDP slid around 0.25% QoQ. On the 
positive side of things, Germany‟s 2011 GDP registered at 3.0%, the second-straight year that growth has been at least 3.0%. 
The market estimate was also at 3.0%. 

 Spain's industrial output dropped 7% YoY in November. 

 Euro-zone banks parked a record €485.898bln in the ECB's deposit facility Tuesday, up from the €481.935 billion on Monday. 

 Spain and Italy‟s borrowing costs went down in widely anticipated bond auctions. Spanish Treasury sold €10 billion of bonds, 
twice the targeted amount. The 3-year bonds were sold at an average yield of 3.75% compared to 4.87% at the previous 

05-Jan-12 12-Jan-12 % Change

MSCI World 1,197.03 1,207.37 0.86%

MSCI Europe 85.94 86.51 0.66%

MSCI Asia-Pacific ex-Japan 399.84 405.89 1.51%

Dow Jones Industrial Average 12,415.70 12,471.02 0.45%

S&P 500 1,281.06 1,295.50 1.13%

Global Equity Performance

0

200

400

600

800

1,000

1,200

1,400

1,600

1,800

Ja
n-

06

Ju
l-0

6

Ja
n-

07

Ju
l-0

7

Ja
n-

08

Ju
l-0

8

Ja
n-

09

Ju
l-0

9

Ja
n-

10

Ju
l-1

0

Ja
n-

11

Ju
l-1

1

Ja
n-

12

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



 

  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 16, 2012 

auction last July. Meanwhile, Italy sold €3.5 billion of 3-month bills priced at a yield of 1.64%, down from 3.25% at the last 
auction. 

 

Asia 

 Reports from the Chinese National Bureau of Statistics showed that consumer prices declined marginally in December, despite 
food inflation remaining at elevated levels. The report showed that prices climbed 4.1% year-on-year in the final month of 2011, 
0.1% lower than the November reading and slightly higher than the 4.0% estimate of economists surveyed by Dow Jones 
Newswires. Inflation for the whole year registered at 5.4%. 

 An analyst from Beijing-based Bocom International Holdings projected that smelters in China may produce a third less 
aluminum from their annual capacity in 2012, as energy costs in the country soar and global aluminum prices slide. Monthly 
aluminum production in China, the largest producer in the world, waned 8.3% in November from a record 1.6 million tons in 
August. 

 Japanese central bank governor, Masaaki Shirakawa, claimed that there were limits to what monetary policies global finance 
ministers may adopt and that governments must implement “necessary” reforms to protect the global economy from the crisis 
in Europe. “Providing liquidity as „a lender of last resort‟ is, in essence, a policy to „buy time‟. It is essential that the necessary 
structural reforms take place while time is being bought, as the time that we can buy becomes progressively more expensive,” 
Shirakawa said. 

 US-domiciled General Motors Co. (GM) and Ford Motor Co. reported the highest car sales in China, beating their Japanese 
counterparts, after production was disrupted by March‟s natural 
disasters and Thailand‟s floods. In 2011, GM car deliveries to Chinese 
dealers rose 8.3% year-on-year to 2.55 million, while Ford car deliveries 
jumped 7% to 519,390. 

  

Global Bonds 

 US bond market yields generally went down during the week as people 
feared problematic signals arising from Europe. The speculation 
prompted people to go into safe assets such as US debt. The 10-year 
benchmark yield gave away 7.18 basis points while the 2-year note yield 
fell 3.06 basis points. For the longer end, even though the 30-year bond 
auction met weak demand, risk-off sentiment was still dominant making 
the yield of this tenor go down by 8.97 basis points. 

 The 3-year note auction worth US$32 billion attracted record demand on 
increasing concern for Europe‟s debt crisis. The bid-to-cover ratio was 
3.73, the highest since 1993. 

 The 30-year bond auction worth US$13 billion by the US Treasury met a 
bid-to-cover ratio of only 2.6, the lowest since August last year. Given 
the low demand, the government was forced to pay a yield of 2.985%, 
higher than the market rate at the time. 

 

Currencies 

  

 Week-on-week, the US dollar marginally weakened against its peers as demand for the safe haven continued to be mixed amid 
concern for the European debt crisis. The euro, Swiss franc and Japanese yen all slightly strengthened against the US dollar to 
1.2836, 94.26 centimes and 76.67, respectively. 

 

US Treasury Yield Curve

Tenor 5-Jan 12-Jan  +/- bps

3m 0.010 0.025 1.52

6m 0.046 0.051 0.50

2y 0.259 0.229 -3.06

5y 0.881 0.832 -4.99

10y 1.995 1.923 -7.18

30y 3.061 2.971 -8.97

Currencies 

6-Jan 13-Jan % Change

USD/PHP 44.130 43.750 0.87%

EUR/USD 1.2717 1.2836 0.94%

GBP/USD 1.5426 1.5352 -0.48%

USD/JPY 76.97 76.67 0.39%

AUD/USD 1.0228 1.0348 1.17%

USD/CHF 0.9552 0.9426 1.34%

EUR/CHF 1.21499 1.21002 0.41%

EUR/JPY 97.90 98.42 -0.53%
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The week ahead (January 16 – January 20) 
 

 Both US economic data and news from Europe was mixed for this week. However, Europe seemed to turn around at the end of 
the week. If this turns out to be the start of continuing positive sentiment towards the region, we might see a gain for the week. 

 For fixed income and currencies markets, demand for safe havens was generally mixed as developments for the week were 
conflicting. For the next week, if borrowing costs in Europe continue to improve, prices of safety assets could go down. 
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Philippine Financial Markets 
 
A mixture of local and global phenomena led the main share index to an increase of 2.91%. Prices of peso-denominated 
government bonds declined this week, although on relatively thin volume, as investors chose to book profits from the 
previous week. The peso mirrored the index trend, resulting to an appreciation of 38 centavos. 
 
 

Local Equities 
 

The index had a remarkable performance this week posting record-high gains 
throughout the week. Significant gains on the first three days were brought by 
the aggregate effects of the absence of news from the Euro-zone, improving 
US economy, speculation to ease monetary policy and resilient domestic 
demand. Gains on the fourth day declined as investors took advantage of the 
record-high index on the final two trading days of the week.  Meanwhile, the 
index posted unusual but favorable record-breaking figures. Value turnover on 
Wednesday peaked at Php8.48 billion, the highest since the extension of the 
trading hours.  Also, the index settled at the top spot among the other Asian 
indices last Wednesday and last Thursday. The main composite inched up by 
2.91%,  to close at 4,613.83 on Friday. 

 

Property 

 Ayala Land Inc. will enhance its 1,860 hectare mixed-use “eco city” Nuvali in Laguna to maximize its potential as a major cash 
cow outside of flagship Makati central business district. The company will allot Php12.5 billion for the said enhancement on top 
of the Php8.8 billion previous outlay spent in developing 45% of the area, which already generated Php3.0 billion in revenues in 
2011. 

 In accord with its expansion plans, Gokongwei-led Robinsons Land Corp. sees completion of three new malls in Pangasinan, 
Palawan and Quezon City by June. The company had just finished expansion and refurbishing of its three other malls in 
Tacloban, Bacolod and Rizal.  

 SM Prime Holdings Inc. completed the sale of 5-yr, 7-yr and 10-yr tenor bonds worth Php5 billion last Thursday. The additional 
funds serves as an initial outlay for its Php21 billion allotment for capital expenditure this year. Expansion projects in General 
Santos City, Davao City, Cebu City and Xinxiang City in China were already laid out.  

 Property giant, Ayala Land Inc. (ALI), plans to venture into the hotel and resort business and bid for airport management 
contracts to reinforce its revenues coming from the company‟s residential and office projects. The company is eyeing on 
tourism-linked projects in conjunction with the government‟s goal of attracting 10 million visitors per year starting 2016. ALI 
plans to revive its El Nido Resorts brand, develop a new hotel brand, build more resorts in Central Visayas. Furthermore, ALI 
sets its eyes on the airport project in Cebu and Cagayan De Oro. 

 

Telecommunications 

  In its commitment to superior customer experience, Globe Telecom unveiled its 24/7 online customer service channel. The 
online channel was an addition to its many customer touch points including hotline and toll-free numbers, social networking 
accounts, and email. Globe aimed for personalization as it integrated a Visayan interactive voice response (IVR) system to its 
phone-based customer service channels. 

 With the SEC approval, Philippine Long Distance Telephone Co. (PLDT) is poised to raise its stake in Digitel to 88% from its 
current 51% stake should they decide to convert the bonds due in 2013 and 2014. The convertible bonds acquired in the 
Php69.2-billion takeover deal translate to an additional of 18.6 billion shares for PLDT. 

 

Mining 

 Nickel Asia Corp‟s total estimated value of nickel ore shipments climbed to Php12.1 billion in 2011, 51% higher than the Php8.0 
billion recorded in 2010. The jump is attributed to the robust demand for Laterite ore by nickel pig-iron producers in China. 

 

6-Jan 13-Jan % Change

PSEi 4,483.36 4,613.83 2.91%

Philippine Stock Exchange Index
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Transportation  

 Gokongwei-led Cebu Air Inc. signed an agreement with Clark Development Corp. to build a US$50 million pilot training 
academy at Clark. Cebu Air expects a 35% growth in aviation for the next 20 years and the aviation academy would train at 
least 72,000 pilots to meet the surge in the demand for pilots. The company targets construction to start by August and be 
operational by September. 

 

Power and Utilities 

 Aboitiz Power Corp. unit, AP Renewables, signed a five-year contract with Abra Electric Cooperative Inc. The venture aims to 
provide clean and affordable energy to at least 26 municipalities in Abra by 2016. 

 

Banks 

 After receiving notice of approval from the BSP, Philippine Savings Bank is now set to launch Php3 billion-worth of 10-year tier 
2 notes. The launch is tentatively set on February 2. The additional funds will finance the company‟s expansion projects. 

 Ramon Ang, president of San Miguel Corp., confirmed that Philippine Bank of Commerce is in talks with Malaysia-based CIMB 
Group Holdings Bhd. to sell 60% of the bank‟s share to them for less than 1 billion ringgit (US$318 million). The negotiation  is 
expected to be finalized by next month. 

 
Philippine Bond Markets 
 

 Prices of peso-denominated government bonds declined this week, 
although on relatively thin volume, as investors chose to book profits from 
the previous week. Currently, investors have taken cautious positions 
ahead of interest rate decisions and bond auctions in Europe. Week-on-
week, the PDST-F yield curve rose 12 basis points on the average. 

  The average yield for 91-day T-bill and 182-day T-bill dropped to 1.428% 
from 1.556% and to 1.824% from 1.830%, respectively. Bids for the 3-
month and 6-month debts reached Php4.15 billion and Php6.88 billion, 
respectively, but only Php3.00 billion worth of 3-month bills and Php2.50 
billion worth of 6-month bills were sold. Meanwhile, sale of 364-day T-bills 
reached Php2.91 billion, below the government‟s offer of Php3.50 billion. 
The one-year bills were sold at an average yield of 2.077%, higher than 
1.079% yield sold October last year. 

 The BSP‟s Peso Rediscount Rate for banking institutions remained 
unchanged since May 2011 at 4.50% p.a. Meanwhile, rates for dollar 
denominated and yen denominated loans under the Exports Dollar and 
Yen Rediscount Facility (EDYRF) are set at 0.30% p.a. and 0.14% p.a., 
respectively. Availments in 2011, on the other hand, under the Peso 
Rediscount Facility stood at Php27.372 million, lower than the Php49.764 
million recorded during the same period a year ago. Under the EDYRF, 
aggregate dollar availments amounted to US$207 million, while there were 
no Yen-denominated availments in 2011. 

 
Philippine Peso 
 

 The peso appreciated by 38 centavos against the US dollar week-on-week 
on Friday to close at 43.750 as the positive outlook on other countries 
specifically US and nearby Asian countries overshadowed concerns on the 
Euro-zone debt crisis.   

 Economic managers assume Philippine GDP to grow by 5% to 6% in 
2012, above the World Bank‟s forecast of 4.2%. With the full 
implementation of the PPP projects and other infrastructure projects lined 
up this year, the government is hopeful to achieve the projection despite of 
uncertainties in the global economy.   

Tenor 6-Jan 13-Jan  Change

1m 2.02 1.96 -5

3m 1.48 1.72 24

6m 1.63 2.18 56

1y 1.83 2.22 39

2y 2.67 2.88 21

3y 3.70 3.87 17

4y 4.81 4.88 7

5y 5.00 4.99 -1

7y 5.28 5.28 0

10y 5.45 5.34 -11

20y 6.67 6.72 6

25y 6.51 6.41 -10

Average 12

Peso Yield Curve                                         

(PDST-F Reference Rates)

Tenor 6-Jan 13-Jan % Change

ROP13 1.60 1.69 -10

ROP16N 2.41 2.39 2

ROP19N 3.46 3.37 9

ROP20 3.62 3.65 -3

ROP21 3.67 3.65 2

ROP24N 4.70 4.67 3

ROP26 4.36 4.39 -3

ROP30 4.90 4.93 -3

ROP32 4.90 4.93 -4

ROP34 4.92 4.93 -1

Average -1

ROP Yield Curve
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 In the January 19 policy meeting, the Central Bank chief expects moves to ease monetary policy for this quarter to guard the 
country against adverse effects of the Euro-zone sovereign debt crisis on the country‟s growth outlook. The public expects 
interest rate cuts which will help boost domestic economic growth.  

 Despite risk aversions brought by uncertainties in the global economic environment, foreign direct investment in October 2011 
recorded a net inflow of US$58 million, a turnaround from a net outflow US$32 million posted in the same month a year ago. 
However, cumulative net inflows for the ten-month period totaled US$729 million, below the US$968 million recorded in the 
same period a year ago.   

 On the back of a faltering global economy, exports in November plummeted by 19.4%, well-below economists‟ forecast of -
10.0%. Contributing largely to the fall are electronic products which dropped by 34.5% year-on-year. The fall strengthened the 
call for policy makers to cut the reserve repo rate in Q1. Economists suggested a 25 bps cut in the reserve repo rate. 

 Foreign portfolio investments or “hot money” in December 2011 slumped by 71.5% on a month-on-month basis, and 67.4% on 
a year-on-year basis. Hot money for full-year 2011 totaled to US$4.1 billion, an 11.5% drop from last year‟s record. Unresolved 
Euro-zone crisis, a shaky US economy, developments in Korea and political squabbles in the local arena are said to cause 
these declines 

 

The week ahead (January 16 – January 20) 

 Next week, we expect local markets to move sideways on the absence of positive news that could further prop markets higher 
and as investors have priced-in an interest rate cut by the BSP in their meeting on Thursday. Should the BSP surprise and 
decide not to ease monetary policies, markets would react violently. 


