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January 21, 2012 

Global Financial Markets 
 
Global markets ended the week mostly unchanged as gains made from optimistic economic data releases in the US were 

offset by dismal news from the Euro-zone and the gloomy global economic outlook. Equities markets ended mixed, 

though it was the US market that made the most gains given the release of better-than-expected expected key economic 

data. Bonds and currencies had a relatively quiet week amid the scarcity of market-changing news. 

Global Equities 
 

Global equities ended the week mostly 

unchanged as positive economic releases 

from the world’s biggest economy countered 

dismal growth and industrial data from 

Europe and a gloomy warning from the World 

Bank on global economic health. The World 

Bank has cut its forecast for world growth in 

2013 to 2.4%, citing that a frustratingly slow 

recovery in developed nations has seemingly 

conspired to hold back the global economy as 

a whole. Though the figure is higher than the 

2.3% in 2012, it is still much lower than its 

previous forecast of 3.0% made last June. 

Lead author of the bank’s Global Economic 

Prospects report Andrew Burns has stated 

that "the recovery that the bank had 

anticipated last year was now expected 

closer to the end of the first quarter and into 

the second quarter of 2013, rather than 

beginning a little earlier." The World Bank 

likewise warned that a prolonged political 

dispute in the US over the nation’s debts, 

borrowing limit and spending cuts could 

hinder growth, which in turn would cause investors to turn away from the US dollar and harass financial markets. 

Economic data releases for the week pointed to a slowly recovering US economy specifically in the jobs and housing markets, and 

a Euro-zone that continues to muddle through its fiscal woes: 

 Homebuilding in the US climbed last December, capping off the best year for the industry since 2008 and further adding 

evidence that residential real estate is actually contributing to economic growth. Data released by the Commerce 

Department showed that housing starts rose by 12.1% last month to an annual rate of 954,000, exceeding all forecasts in 

a Bloomberg survey of economists. On a similar note, the National Association of Home Builders reported yesterday that 

confidence among homebuilders held in January was at the highest level since April 2006.  

 

 Last week, the number of Americans filing for first-time jobless claims fell to the lowest level in five years. Applications for 

jobless benefits dropped by 37,000 to 335,000 (Mk test: 369,000) during the week ended January 12, which was the 

fewest since 2008. This pointed to further improvement in the jobs market, though, according to a spokesman from the 

Labor Department, the drop may reflect the difficulty that the government has in adjusting data at the beginning of quarters 

and following holidays when seasonal workers are let go. 

 
 Last December, US retail sales increased more than anticipated. According to the Commerce Department, retail and food 

service sales gained 0.5%, beating market estimates of +0.2%, to a seasonally adjusted US$415.70 billion. Growth for the 
month of November was likewise upwardly revised to +0.4% from the previous +0.3%. Data released showed that 
consumers spent more on autos, furniture, personal care and dining out, but less on gasoline.  
 

10-Jan-13 17-Jan-13 % Change

MSCI World 1,378.48 1,386.16 0.56%

MSCI Europe 98.94 98.92 -0.02%

MSCI Asia-Pacific ex-Japan 477.64 475.74 -0.40%

Dow Jones Industrial Average 13,471.22 13,596.02 0.93%

S&P 500 1,472.12 1,480.94 0.60%

Global Equity Performance
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US Treasury Yield Curve

Tenor 10-Jan 17-Jan  +/- bps

3m 0.061 0.071 1.02

6m 0.091 0.101 1.01

2y 0.248 0.262 1.33

5y 0.793 0.790 -0.31

10y 1.896 1.879 -1.64

30y 3.080 3.072 -0.74

 According to the Fed’s Beige book, the US economy expanded after the housing sector picked up in December and early 
January. Furthermore, it showed that all 12 of the Fed’s districts either “modestly” or “moderately” grew since mid-
November. All 12 regions reported at least some growth in consumer spending and steady or expanding real-estate 
activity in majority of the areas included. Likewise, sales of new and existing homes grew in almost all districts, leading to 
rising prices. However, it was also noted that employment conditions had not much improved since the last report. Half of 
the districts reported that companies were putting off hiring new works, mostly because of uncertainties over the fiscal cliff. 
 

 Last November, the Euro-zone’s industrial output fell of a third consecutive month. Industrial output dropped 0.3% month, 
well below market expectations of a 0.2% increase, and fell 3.7% year-on year, lower than market estimates of -3.1%.  The 
yearly decline was the steepest since November 2009 when output slumped 7.0%. 
 

 The German government downwardly revised its 2013 economic growth forecast for the country to 0.4% from 1.0%, as the 
"crisis of trust" in the Euro-zone caused growth to unexpectedly stall in the fourth quarter of 2012. According to Economy 
Minister Philipp Roesler, "We expect that the weak phase of this winter will be overcome over the course of the year and 
our economy will get back on track," The ministry added that growth in 2013 would be driven by domestic economic 
activity, although exports are expected to grow 2.8%. In 2014, Germany's GDP is expected to grow by 1.6%. 
 

Week-on-week, the MSCI World index gained 0.56%, though both the European and Asia-Pacific ex-Japan indices lost 0.02% and 

0.40%, respectively. US equities managed to eke out gains, with the Dow Jones Industrial Average index and the S&P500 index 

gaining 0.93% and 0.60% respectively.  

Global Bonds 

 
US Treasuries started the week with a four-day winning streak which was 

driven by concerns regarding the fiscal battle in the White House and as 

investors took caution over the near-term economic outlook. Investors 

likewise continued to flock safe-haven bonds as they sought comfort in the 

fact that the Fed would continue to buy Treasury and mortgage-backed 

bonds in an attempt to boost growth. However, gains were tempered 

Thursday as Treasuries were sold off quite heavily at the long end following 

the release of generally stronger-than-expected economic data. Week-on-

week, the 2-year benchmark rose 1.33 basis points to 0.262% while the 10-

year yield went down by 1.64 basis points to 1.879%. 

Currencies  
 
Currency markets experienced a relatively unexciting week amid the lack of 

significant news flow. It must be noted, however, that the Japanese yen did 

manage to slightly recover from its recent downward trend against the US 

dollar. This occurred following reports that Japan’s economy minister Amira 

Amari, who recently gave warning regarding the yen’s weakness, would be 

attending the next Bank of Japan meeting. On the other side of the globe, 

the euro managed to retain a slight weekly gain against the US dollar as 

upbeat economic data releases from the US fuelled demand for the riskier 

currency. Week-on-week, the euro gained 0.01% against the US dollar, 

while the Japanese yen pared 0.68% against the US dollar.  

 
 
The week ahead (Jan 21 – Jan 25) 
 
Movements in global markets this week were muted given the lack of market-shaking news. For the week ahead, we expect 

markets to trade sideways with an upward bias as investors react positively to the recently released China 4Q GDP, which came in 

at +7.9% year-on-year, beating market estimates of +7.8%. Market watchers will also be awaiting the release of more economic 

data releases including US consumer confidence and existing home sales, as well as the turn-out of the ECB’s next Governing 

Council meeting next week. 

Currencies 

11-Jan 18-Jan % Change

USD/PHP 40.610 40.575 0.09%

EUR/USD 1.3343 1.3345 0.01%

GBP/USD 1.6132 1.5930 -1.25%

USD/JPY 89.18 89.79 -0.68%

AUD/USD 1.0535 1.0504 -0.29%

USD/CHF 0.9135 0.9356 -2.36%

EUR/CHF 1.21899 1.24854 -2.37%

EUR/JPY 119.01 119.82 -0.68%
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Philippine Financial Markets 

 
The local equities market soared during the week, reaching to record highs yet again as SEC eased regulations on the 
foreign ownership limit, favoring affected companies such as TEL. The local fixed income market moved sideways as 
profit-taking on the long end of the curve was offset by bargain hunting on the short-tenored securities. Meanwhile, the 
local currency market surged on the back of the country’s improving economic outlook. 
 
 

Local Equities  
 

The local equities market capped the week with a new all-time high, breaching 
the 6,100 level. The week started with investors taking profits from last week's 
gains. Philippine Long Distance Telephone Company (TEL) contributed the 
most to index' gain, trading sideways on the first four days and finally 
skyrocketing on the last day as SEC Chairman Teresita Herbosa calmed 
foreign investors regarding the foreign ownership rule.  Meanwhile, Ayala 
Land, Inc. (ALI) led the stock rally as it unveiled plans for the development of 
Circuit Makati, a Php20 billion 21-hectare mixed used development to be built 
on the former Sta. Ana horse racetrack. Moreover, ALI would tap the bond 
market this year to raise funds for its land development and acquisitions.  
Week-on-week, the main-share index gained 87.46 points, or +1.45%, to close at 6,139.21. 
 
 

Conglomerates 
 

 Ty-led GT Capital Holdings, Inc. acquired a majority stake in Toyota Motor Philippines Corp., its automobile unit 

following the second part of its acquisition of Metropolitan Bank & Trust Co.’s (Metrobank) 30% stake in the car 

manufacturer. According to the disclosure, GT Capital and Metrobank executed a sale and purchase agreement 

where the former will acquire 2,324,117 common shares of stock of Toyota Motor Philippines from Metrobank for a 

total consideration of Php4.5 billion. Moreover, since the shares accounts for 15% of Toyota Motor’s issued and 

outstanding capital stock, the acquisition raises GT Capital’s shareholdings in Toyota to 51%. 

Financials 

 
 Pangilinan-led Metro Pacific Investments Corp. (MPIC) is eyeing a joint venture with a foreign partner with experience 

in airport projects in Asia and other parts of the world in order to make a strong bid for the Mactan-Cebu international 

airport project. Manuel V. Pangilinan said that they have to look for foreign partners since there aren’t any local airport 

operators. He added that having a partner experienced in airports was a requirement by the Department of 

Transportation and Communications (DOTC) and will be instrumental for the firm, which only has experience in 

operating toll roads. 

Foods and Beverages 

 
 Universal Robina Corp (URC) registered Php7.74 billion of net profit attributable to equity holders in fiscal year ending 

September 2012. This is an increase of 66.9% which was mainly brought about by improved branded food operations 

and trading gains. The firm reported that sales leapt by 6% to Php71.2 billion, with branded consumer food business 

as one of the main catalyst as it benefited from better volume, scale and lower input prices compared to the previous 

year. Furthermore, URC recognized Php1.55 billion in market valuation gain on financial instruments as compared to 

the Php1.16 billion market valuation loss in fiscal year 2011. 

 
 
 
 
 
 
 
 
 
 

11-Jan 18-Jan % Change

PSEi 6,051.75 6,139.21 1.45%

Philippine Stock Exchange Index
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Philippine Bond Markets  
 
Prices of local government securities slightly increased during the week. 
Profit-taking on the longer-tenor buckets specifically on the 7- and 10-year 
tenor buckets was offset by bargain hunting on the short end of the curve 
particularly on the 2- and 4-year tenor buckets. Yet, it was a relatively 
quiet week for the local currency market as market players remained on 
the sidelines ahead of the monetary board meeting this week. Week-on-
week, yields declined by an average of 1 basis point with the short end of 
the curve and the belly dropped by 2.5 and 1.6 basis points, respectively. 
Meanwhile, the long end of the curve picked up by 1.7 basis points. 
 
JG Summit Holdings recently raised US$750 million through a bond 
issuance in the overseas bond market, making it the largest overseas 
corporate bond deal out of the Philippines. The conglomerate, through 
JGSH Philippines Ltd., issued a 10-year senior debt at an interest rate of 
4.375% a year, the lowest yield for a 10-year US dollar-denominated bond 
from corporate Philippines. This bond issue was upsized from the US$500 
million original offer size because of strong demand. Furthermore, the 
deal also marked the company’s first offshore foray in 7 years 
 
 
Philippine Peso 

 
The Philippine peso exhibited sideways trading during the week as earlier gains were offset by reports that the central bank made 
some intervention to temper the currency’s rapid appreciation. However, the currency made a splash on the last trading day of the 
week on the back of optimism on the country’s economic outlook would continue to draw more overseas capital. Week-on-week, the 
local currency gained 3.5 centavos to close at 40.575. 
 
 
Money sent home by Overseas Filipino Workers (OFWs) totaled US$19.42 billion in the first 11 months of 2012, according to data 
released by the Bangko Sentral ng Pilipinas (BSP). The amount is 6.0% higher than last year’s level for the same period, and 
greater than the central bank’s forecast of a 5% expansion. For the month of November alone, cash remittances amounted to 
US$1.92 billion, slightly lower than October’s US$1.93 billion and the second highest for the year. Meanwhile, personal remittances 
grew by 7.6% year-on-year to total US$2.131 billion in November. Majority of the cash remittances originated from the US, Saudi 
Arabia, the UK, Japan, UAE and Singapore, which accounted for 78% of total remittances during the January-November period. 
 
 
Data from the National Statistics Office (NSO) showed that manufacturing growth in November eased to 9.6% on the back of 
slowed production of electrical machinery and basic metals. November’s growth was significantly slower than the previous month’s 
19.2%, though it was a turnaround from the 6.3% slump last year. Electrical machinery only increased by 10.6% from the previous 
month’s 51.7% while basic metals leapt only by 12.1% from 36.3% registered in the previous month. Meanwhile, the heavily-
weighted food manufacturing portion eased to 5.7% from 20.2% a month ago, while petroleum products dropped by 0.6%, from 
7.3% recorded in October. 
 
 
Data from the Bangko Sentral ng Pilipinas (BSP) indicated that reserve money in 2012 rose by 11.2% to Php1.47 trillion compared 
with Php1.32 trillion posted in 2011. For the month of December, reserve money slipped back by 14.05% to Php127.45 billion as 
liabilities to other depository corporations fell. However, net foreign assets in 2012 rose by 4.74% to an inflow of Php3.29 trillion last 
year which countered the net outflow seen in domestic assets as the latter registered Php1.97 trillion. 
 
The World Bank (WB) has retained its growth forecasts for the Philippines, despite indicating yesterday that the global environment 
continued to be “fragile”. Most likely the country was able to grow 6.0% in 2012, and could expect growth to pick up to 6.2% and 
6.4% this year and next, before slowing to 6.3% in 2015. This was according to the WB in its first Global Economic Prospects report 
for 2013. Though the 2015 forecast was new, the 2012-2014 estimates were unchanged from a December report on the East Asia 
and the Pacific (EAP). On the other hand, the WB has downwardly revised its growth estimate from 2.5% to 2.3% in 2012 for the 
world and has estimated the EAP’s growth to slow to 7.5% in 2012 from 8.3% in 2011. 
 
Data released by the Bangko Sentral ng Pilipinas (BSP) revealed that funds raised through the sale of corporate bonds in the local 
market soared by 34% for the first 10 months of 2012 to Php237.4 billion from Php176.7 billion in 2011. According to the BSP, this 
could have been brought about by corporations continuing to tap the capital markets for financing. They added that the growth in 

Tenor 11-Jan 18-Jan  Change

1m 0.33 0.31 -2

3m 0.31 0.31 0

6m 0.56 0.54 -1

1y 1.03 0.97 -6

2y 2.95 2.92 -4

3y 3.89 3.82 -7

4y 3.97 3.96 -1

5y 3.93 3.93 0

7y 4.20 4.24 4

10y 4.47 4.53 6

20y 5.92 5.91 -1

25y 5.73 5.73 0

Average -1

Peso Yield Curve                                       

(PDST-F Reference Rates)
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corporate bond issuances came with the rise in sale of equities. Officials also said that the sale of more corporate bonds and 
equities on the country indicated that companies no longer solely relied on banks for their funding requirements. 
 
 

The week ahead (Jan 21 – Jan 25) 

For this week, the local equities market will continue to ride the strong influx of funds flowing into emerging markets such as the 
Philippines. High yield stocks such as TEL and GLO will attract investor attention in the coming weeks as the market anticipates 
their interim dividends due to be announced this February. Meanwhile, technical indicators remain elevated (RSI near overbought at 
70) and market corrections have remained short and shallow (-1.68% in less than 2 days).  

Furthermore, the PSEi remains on track to hitting our January upper limit of 6,180 and our fair value target of 6,700. It seems 
prudent to hold off any aggressive buying at these levels. Trading range projected for next week is at 6,080 to 6,200. 

Meanwhile, trading in the local fixed income and currency market will be affected by the outcome of the next monetary board 
meeting to be held later this week. Moreover, investors will continue to be alert on the developments of global economic backdrop 
as US leaders continue to remain in talks to further avert the fiscal cliff. 

 

 

 

 


