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12-Jan-12 19-Jan-12 % Change

MSCI World 1,207.37 1,233.00 2.12%

MSCI Europe 86.51 88.87 2.73%

MSCI Asia-Pacific ex-Japan 405.89 419.51 3.36%

Dow Jones Industrial Average 12,471.02 12,623.98 1.23%

S&P 500 1,295.50 1,314.50 1.47%

Global Equity Performance
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  Global Financial Markets 
 
Global equity prices moved up for the week as investors focused on encouraging US economic data and the improving 
credit atmosphere in Europe. For fixed income and currency markets, demand for safe-havens went down as investors 
were optimistic towards Europe. 

 
Global Equities 

 
The past week has been generally positive 
for global equity markets. Although credit 
rating downgrades in Europe undermined 
investor confidence, mostly encouraging 
economic reports in the US and easing 
borrowing costs in Europe placed the 
numbers back in the green zone. Given this, 
global equities ended the week with gains as 
momentum seemed to be building up. The 
MSCI World, MSCI Europe and MSCI Asia-
Pacific ex-Japan hiked 2.12%, 2.73% and 
3.36%, respectively. For the US, the Dow 
Jones Industrial Average moved up by 
1.23% while the Standard & Poor’s 500 
Index gained 1.47% 

 
US 

 The US trade deficit widened more than 
forecasted in November as American 
exports declined, while imports of crude 
oil and automobiles increased. The 
trade deficit widened to US$47.8 billion 
from US$43.3 billion. The deficit was 
also larger than the market estimate of 
US$45.0 billion. 

 The Consumer Price Index was unchanged in December from the previous month. In comparison, the market estimated a 0.1% 
growth in the index. 

 Claims for jobless benefits dropped last week to the lowest level in almost four years, signifying an improvement in the US job 
market. Applications for unemployment insurance payments fell to 352,000 in the week ended January 14, 2012 from 402,000 
in the previous week. 

 Housing starts showed a drop of 4.1% to a 657,000 annual rate in December, showing falling home prices and ongoing 
foreclosures are hindering a recovery in the industry. 

 Mortgage applications in the US jumped last week as borrowing costs reached record-low levels. The Mortgage Bankers 
Association’s index grew 23.1% for the week ended January 13, 2012 compared to the 4.5% growth in the previous week. 

 Factory production in the US climbed by the most in a year. Industrial production grew 0.4% for the month of December due to 
a 0.9% expansion in manufacturing. 

 Manufacturing in the New York region expanded in January at the fastest pace in nine months. The Federal Reserve Bank of 
New York’s general index rose to 13.48, the highest level since April, from a revised 8.19 in December. In comparison, market 
estimate was only at 11.00. 

 
Europe 

 

 The World Bank cut its global growth forecast by the most in three years, stating that a recession in Europe threatens to 
instigate a slowdown in emerging markets such as India and Mexico. The growth forecast for this year was cut from 3.6% to 
2.5%. 

 The French Finance Minister confirmed the downgrade of France’s credit rating by one notch. France’s triple A status was 
moved to AA+. 

 Yields of French Treasury bills eased marginally at their debt auction Monday. 12-week bills were sold at a yield of 0.165%, 
barely changed from the 0.166% at the Jan. 9 auction, while the 25-week bills got a yield of 0.281% compared to the 0.286% in 
its previous auction. Also, the 51-week bills gathered a yield of 0.406%, down from 0.454% in the last auction. Later in the 
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week, they also sold €7.97 billion worth of medium-term bonds, clocking in at the upper part of the targeted €6.5 to €8 billion 
issue size. The resulting yields for the 2-year, 3-year and 4-year bonds were 1.05%, 1.5%, and 1.89%, respectively. These 
yields are lower than the ones in similar auctions last year despite the nation’s credit rating downgrade from Standard & Poor’s. 
 

 Spain sold €4.88 billion worth of Treasury bills after its two-notch ratings downgrade. The resulting yields for the 12-month and 
18-month papers were 2.049% and 2.399%, respectively. In addition, Spanish Treasury sold €6.6 billion in medium-term bonds 
which was greater than the targeted €4.5 billion issue size. Yields were also generally lower compared to the previous auction 
of same-dated papers as the 10-year and 7-year yields went down to 5.403% from 6.975% and 4.541% from 5.11%, 
respectively. 
 

 The table below depicts Standard & Poor’s various ratings moves on European nations last Friday.  
 

Standard & Poor’s Ratings Moves 

Country To From 

Austria AA+/Negative/A-1+ AAA/Negative Watch/A-1+ 

Belgium* AA/Negative/A-1+ AA/Negative Watch/A-1+ 

Cyprus  BB+/Negative/B BBB/Negative Watch/A-3 

Finland  AAA/Negative/A-1+ AAA/Negative Watch/A-1+ 

France* AA+/Negative/A-1+  AAA/Negative Watch/A-1+ 

Germany* AAA/Stable/A-1+ AAA/Negative Watch/A-1+ 

Ireland  BBB+/Negative/A-2 BBB+/Negative Watch/A-2 

Italy* BBB+/Negative/A-2 A/Negative Watch/A-1 

Luxembourg  AAA/Negative/A-1+ AAA/Negative Watch/A-1+ 

Malta  A-/Negative/A-2 A/Negative Watch/A-1 

Netherlands* AAA/Negative/A-1+ AAA/Negative Watch/A-1+ 

Portugal  BB/Negative/B BBB-/Negative Watch/A-3 

Slovak Republic  A/Stable/A-1 A+/Negative Watch/A-1 

Slovenia  A+/Negative/A-1 AA-/Negative Watch/A-1+ 

Spain  A/Negative/A-1 AA-/Negative Watch/A-1+ 
 Note: This list does not include all ratings affected. 

 *Unsolicited ratings by Standard & Poor’s 

 

Asia 

 The Chinese central bank is allowing the nation’s five largest banks to increase loan growth by a maximum of about 5% year-
on-year and delay the implementation of stringent capital adequacy ratios to support economic growth. Chinese officials have 
been under pressure to ease credit policies after China’s growth decelerated to the slowest level in 10 quarters, affected by the 
contracting demand from the Euro-zone. Premier Wen Jiabao intends to support economic growth without driving up property 
and consumer prices. 
 

 Credit rating agency, Moody’s Investors Service, upgraded Indonesia’s foreign and local currency bond ratings back to 
“Investment Grade” status after 14 years. The agency raised the nation’s rating from Baa3 from Ba1 on the back of the 
resilience of Indonesia’s economic growth to large external shocks, the presence of policy buffers and tools that address 
financial vulnerabilities, and a healthier banking system capable of withstanding stress. As for other agencies, Fitch Ratings 
upgraded the country’s credit rating last December and Standard & Poor’s was expected to follow in the coming months. 
 

 Reports from the Chinese statistics bureau showed that China’s economy grew 8.9% in the fourth quarter of 2012 from a year 
earlier. The figure was modestly better than the 8.7% reading economists expected and slightly lower than the 9.1% reading in 
the third quarter. This report suggested that China’s economic growth was far from a hard landing despite external headwinds 
from Western Continents. 
 

 Reports showed that Singapore’s exports unexpectedly climbed in December as pharmaceutical exports covered for the drop 
in sales of electronic goods. Non-oil domestic exports advanced 9.0% year-on-year, following a 1.4% increase in November. 
Economists expected a 1.2% decline. 
 

 Ma Ying-jeou, leader of the ruling Kuomintang Party, won a second 4-year term as president of Taiwan, beating Tsai lng-wen, 
chairwoman of the Taiwan’s Democratic Progressive Party, in the nation’s January 14 election. Ma won 51.6% of the votes, 
modestly above Tsai’s 45.6% count. Economists believed that Ma’s victory will bring Taiwan closer to China. 
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Currencies 

13-Jan 20-Jan % Change

USD/PHP 43.750 43.275 1.10%

EUR/USD 1.2680 1.2929 1.96%

GBP/USD 1.5318 1.5475 1.02%

USD/JPY 76.97 77.24 -0.35%

AUD/USD 1.0322 1.0396 0.72%

USD/CHF 0.9524 0.9345 1.92%

EUR/CHF 1.20755 1.20822 -0.06%

EUR/JPY 97.57 99.87 -2.30%

US Treasury Yield Curve

Tenor 12-Jan 19-Jan  +/- bps

3m 0.025 0.041 1.53

6m 0.051 0.066 1.53

2y 0.229 0.234 0.51

5y 0.832 0.857 2.57

10y 1.923 1.977 5.42

30y 2.971 3.042 7.06

Global Bonds 

 

 US bond market yields ended the week with gains as demand for 
safety dampened due to successful bond auctions by Spain and 
France. Given that Europe was in a credit downgrade atmosphere, 
easing yields significantly boosted optimism towards the sovereign 
debt crisis. The 10-year benchmark yield gained 5.42 basis points 
while the 2-year note yield moved up 0.51 basis points. Likewise, the 
30-year bond yield also went up, climbing 7.06 basis points. 

 
Currencies 
  

 Week-on-week, the US dollar weakened against its peers as demand 
for the safe haven continued to ease amid optimism for the European 
debt crisis. The euro and Swiss franc strengthened against the US 
dollar to 1.2929 and 93.45 centimes, respectively. On the other hand, 
the Japanese yen declined against the greenback to 77.24. 

 
The week ahead (January 23 – January 27) 

 

 Investors were mostly optimistic by the end of the week as European 
yields backed up even after credit downgrades in the region. 
Continuing in the next week, global equity markets could continue to 
go up if this momentum holds. 

 For fixed income and currencies markets, demand for safe havens eased a bit as developments for the week were 
encouraging. For the next week, if borrowing costs in Europe continue to improve, prices of safety assets could continue to go 
down. 
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Philippine Financial Markets 
 
The positive outlook on the global economy fueled risk appetite resulting to 2.91% increase in the index. Similarly, the 
Philippine Peso appreciated by 47.50 centavos against the US dollar as signs that Euro debt woes will come to a 
resolution appeared.   

 
 Local Equities  
 

The PSEi exceeded record-high figures posted last week. Initially, the index 
dipped after several countries in the European region experienced credit rating 
downgrades. The index soared from Tuesday to Friday reaching an all-time 
high day after day as the outlook on the global economy brightened. China 
posted a higher-than-expected 4Q2011 GDP growth. While, the US 
manufacturing sector in December expanded, resulting to lower jobless claims. 
Germany, on the other hand, continued to weather the storm as evidenced by 
a rise in the country’s business confidence. Spain and France had their 
successful bond auctions evidenced by lower yields and strong demand. 
Events in the local scene including local banks’ adoption of the Basel III 
requirements and BSP’s announcement of an interest rate cut on Thursday also spurred investor’s risk appetite. As a result, the 
Philippine Stock Exchange climbed 134.07 points, or +2.91% week-on-week, to close at 4747.90 on Friday.           

 
 

Banks  

 
 Rizal Commercial Banking Corp. obtained an expected “BB-” rating from Fitch Ratings for its proposed USD-

denominated senior notes. The notes will be classified under the bank’s US$1 billion medium-term note program. The 
notes will be comprised of direct and unsecured obligations of RCBC. Net proceeds from the sale will add up to the 
bank’s working capital to be spent for general banking and other corporate purposes. 
 

 After securing an approval from its board, East West Bank Corp. is set to file applications for a capital build up to Php20 
billion from its current authorized capital stock of Php8 billion. The lending company disclosed to the PSE on Thursday 
the subscription of Php3 billion worth of new common shares, translating to an additional 300 million common shares 
with a par value of Php10. The additional funds are intended for the company’s long-term expansion plans. 
 

Property 
 

 Megawide Construction Corp. is seriously taking measures to qualify for public-private partnership (PPP) projects. The 
firm has applied for appropriate accreditation with Construction Industry Authority of the Philippines (CIAP), a group 
who regulates the local construction industry and is also set to work on accreditation with Philippine Contractors 
Accreditation Board for government projects costing more than Php300 million. Just recently, Megawide sought 
consultancy services of IHI Infrastructure in preparation for its participation with PPP projects. 
 

 Property firm MRC Allied Inc. is expecting the development plan for the New Cebu Township One (NCTO) property to 
be completed by the end of this month. The development plan will still be subject for approval and all proposals will be 
on hold until they get the master plan. 

 
 SM Prime Holdings Inc. pushes the redevelopment program of its mall in Baguio City despite opposition from 

environmentalists. The expansion will translate to an additional area of 76,000 sq.m. and would require the relocation of 
142 trees. DENR granted SM the necessary permits and SM has committed to plant 80 of the 142 trees inside the mall 
and the rest to be turned over to the government.   
 

 
Power 
 
 Manila Electric Co. anticipates sales volume to increase by 2.5% in 2012 on the back of an upsurge in demand from 

houses and offices. Net income in 2011 rose around 1% amid slow economic growth. Expansion efforts this year is 
targeted at Php11.5 billion to Php12 billion.   

 
 
 

13-Jan 20-Jan % Change

PSEi 4,613.83 4,747.90 2.91%

Philippine Stock Exchange Index
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Oil & Energy 
 
 In a disclosure to the stock exchange, Petron Corporation Employees’ Retirement Plan, a shareholder of Petron 

Corporation, intends to sell 695,300 Petron common shares, or its 7.4% stake at a price of Php11 per share. Petron 
stock prices plunged immediately after the announcement. 

 
Telecommunications 

 
 

 Globe Telecom announced that its board approved the company’s early redemption of its Php3.025 billion Fixed Rate 
Bonds due 2014. The Bonds will be redeemed at a redemption price set at 102% of the principal amount. As the 
redemption date falls on a non-business day, payment to each bondholder will be made available on the next business 
day, February 27, 2011. 
 

 In a disclosure to the PSE, PLDT announced that a total of 2,888 million shares were tendered by Digitel minority 
shareholders, representing 94% of the shares held by the public. Shareholders were given the option to receive either 
Php1.6033 per share or one PLDT share for every 1,559.28 Digitel shares. 

 
Transportation 
 
 The management of Philippine Airlines seeks additional capital for the planned refleeting of the company’s 21-yr old 

Boeing 747s. Maintenance and operation costs for the said planes pulled the company’s income down resulting to a net 
loss of US$39.4 million for the second quarter. Though, the company had reiterated that high fuel cost is still the main 
contributor for the loss. 

 
Media 
 

 Felipe Gozon, a majority owner of GMA Network Inc., will sell its stake in the company for not less than Php200 billion. 
According to rumors, Manuel V. Pangilinan offered to buy the company at Php500 billion. The network’s current 
market capitalization is pegged at Php22 billion. The firm targets earnings this year to reach Php3 billion. Nine-month 
earnings in 2011 declined by 30% due to cutback in advertising expenditures of multinational companies. 

 
 
 
Philippine Bond Markets 

  

 Week-on-week, local government securities traded sideways for most of 
the week and on thin trade value as investors waited for the BSP’s interest 
rate decision, which was released Thursday. On Friday, however, trade 
volume recovered, registering at Php21.1 billion, as profit takers were 
evenly matched by bottom fishers. On one side, sellers took advantage of 
the long-awaited interest rate cut. On the other, buyers were confident that 
the quest for the holy grail—the Philippines’ credit rating upgrade to 
“Investment Grade”—will soon be achieved. 

 Joining the bandwagon, the Philippine government cut its overnight 
borrowing rate by 25 basis points to 4.25%. Nearby countries earlier had 
cut their interest rates to counter the contraction of their economies 
triggered by Europe’s debt woes. The last interest rate cut was made on 
July 2009. Economists expected another rate cut in the second quarter. 

  

 The Bureau of the Treasury (BTr) completed the sale of its 10-year fixed 
rate treasury note worth Php9.0 billion. The average rate was awarded at 
5.17%, 49 basis points lower than the 5.66% average rate when it was first 
issued. Bids soared to Php29.3 billion, 3.26x the offer amount. BTr is now 
considering selling more bonds with the same tenor after the high turnout 
of the sale. 

 

  After the fantastic turnout of Tuesday’s auction, the government will raise a total of Php9 billion from its planned sale of 91-day, 
182-day, and 364-day T-bills. The offer size will be at Php2.0 billion, Php3.5 billion and Php3.0 billion, respectively. The auction 
was moved to January 24 in view of the January 23 holiday. 

Tenor 13-Jan 20-Jan  Change

1m 1.96 1.89 -8

3m 1.72 1.76 4

6m 2.18 2.17 -2

1y 2.22 2.24 2

2y 2.88 2.79 -9

3y 3.87 3.86 -1

4y 4.88 4.87 -1

5y 4.99 5.08 9

7y 5.28 5.35 6

10y 5.34 5.37 3

20y 6.72 6.69 -4

25y 6.41 6.40 0

Average 0

Peso Yield Curve                                         

(PDST-F Reference Rates)
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 The Bureau of the Treasury plans to sell retail bonds to cover the Php91.3 billion bonds maturing on Feb 21. Holders of the 
bonds will be given the option to swap the debt with 5-year benchmark bonds, retail bonds due in 15 years or longer, or both. 
The offer size may be Php10 billion to Php20 billion for every tenor. The government aims to take advantage of the current 
huge liquidity in the market.  

 
Philippine Peso 

 

 Emulating the index trend, the peso appreciated by 47.5 centavos week-
on-week against the greenback to close at 43.275, on the back of 
favorable economic reports. The currency pair bucked the trend on 
Thursday as investors took profit.  

 BSP sees inflation to expand on possible oil supply disruptions arising from 
developments in Iran and the Middle East. Inflation, on average, is still 
expected to be within target.   

 

 Budget deficit for the year could exceed the Php300 billion-target in 2012 
according to the Development Budget Coordination Committee (DBCC). 
Revenue figures of the various bureaus last year was short of their targets. 
For instance, the Bureau of Customs was down 17.00% and BIR was short 
by 0.67%. Collections are expected to slow down this year due to the 
Middle East and Euro-zone crisis. Budget Secretary Abad said that they’ll consider reviewing budget deficit targets in the 
DBCC meeting set within the week.    

 

 The Bangko Sentral ng Pilipinas incurred losses in 3Q2011, amounting to Php23.6 billion, a recovery from the Php36.68 billion 
registered in the same period last year. The net loss was mainly due to heavier dollar buying that would help curb potential 
appreciation of the peso against the dollar. Meanwhile, total foreign exchange losses in 3Q2011 totaled Php36.66 billion, an 
improvement from the 3Q2010 record of Php56.92 billion. 

 

 According to the Central Bank, Philippines’ overseas remittances accelerated in November by 10.6% from last month’s rise of 
6.2%, resulting to US$1.78 billion of additional inflows. In the 11-month period, total remittances grew by 7.3% annually to 
US$18.3 billion. The increase, triggered by the holiday season, helped boost consumer spending. 

 
 

 
The week ahead (January 23 – January 27)  
 

 The effect of the BSP’s interest rate cut is expected to materialize next week pushing the index to new record-highs. Profit-
taking is also expected which might decrease the gains. Index is expected to trade at a range between 4,750 and 4,850. 
Conversely, fluctuations in the exchange rate will still depend on how investors interpret and anticipate consequences of the 
interest rate cut. Nonetheless, the currency pair is still expected to decrease for the week.    

 

Tenor 13-Jan 20-Jan % Change

ROP13 1.69 1.68 1

ROP16N 2.39 2.48 -9

ROP19N 3.37 3.40 -3

ROP20 3.65 3.61 4

ROP21 3.65 3.64 1

ROP24N 4.67 4.65 2

ROP26 4.39 4.33 6

ROP30 4.93 4.86 7

ROP32 4.93 4.86 7

ROP34 4.93 4.89 4

Average 2

ROP Yield Curve


