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Global Financial Markets 
 
Global markets were quite upbeat this week, despite a bleak outlook from the International Monetary Fund’s World 

Economic Outlook report released Wednesday. Equities markets took back early losses to end the week in the green as 

investors warmly welcomed news that China and the Euro-zone’s manufacturing sector were showing signs of 

improvement. Riskier currencies likewise gained for the same reasons. 

Global Equities 
 

Global equities markets experienced a 

tumultuous week amid a slew of both 

positive and negative releases from across 

the globe. 

On Wednesday, investor sentiment was 

dampened after the International Monetary 

Fund (IMF) released its latest World 

Economic Outlook report which stated that 

the world economy will expand by only 3.5% 

in 2013. This is a downgrade from the 

previous 3.6% forecast made last October 

2012. Furthermore, although the report 

projects a higher growth for 2013 than 

2012’s 3.2% pace, it sees the Euro-zone to 

contract by 0.2% in 2013 instead of the 

+0.2% growth previously forecasted. 

Nevertheless, most markets ended the 

week on positive ground as data released 

on Thursday showed improvement in the 

manufacturing sector for both China and the 

Euro-zone. The Euro-zone Purchasing 

Managers’ Index (PMI) for both manufacturing and services rose to 48.2, higher than the 47.2 in December and beating forecasts of 

47.5. Likewise, Markit’s factory survey over in China came in at 51.9 from 51.5 in December.  

Throughout the week, varied economic releases from the US and Europe indicated that global economic health still has a long way 

to recovery, though there are some bright spots to be noted. 

In the US, consumer sentiment declined January, hitting the lowest level since December 2011. The University of Michigan’s 

Consumer Confidence index dropped to 71.3 in January from 72.9 last December and lower than market estimates of 75.0. The 

housing sector also posted some disheartening news as the Existing Home Sales for the month of December registered at 4.94 

million, lower than market estimates of 5.10 million. This drop in sales was attributed to a shrinking supply and a pickup in demand 

due to historically low mortgage rates, an improving jobs market and growing households. The figure was a 1.0% drop year-on-

year, also below the market consensus estimate of a 1.2% hike. However, the reading was still the second-highest level since 

November 2009. Likewise, a report released by the Federal Reserve Bank of Richmond showed that its Manufacturing Index fell to -

12, the lowest reading since July and much lower than 5 in December. Readings below zero indicate a contraction. The only silver 

lining came from the Labor Department, who reported that US jobless claims unexpectedly fell to a 5-year low last week. For the 

week ended January 19, unemployment claims dropped by 5,000 to 330,000. This was the lowest since the same week in 2008, 

and lower than the forecasted 355,000. However, senior US economist at Societe Generale in New York Brian Jones stated that the 

swings were attributable to the calendar and the numbers would probably rise at the end of the month as the calendar returns to 

normal. 

Over in Europe, Spain’s economy pointed to a country that continues to muddle through the Euro-zone fiscal crisis. Spanish exports 

fell 0.6% year-on-year last November from the 7.4% rise it had exhibited during the same month a year ago. Moreover, an estimate 

by the Bank of Spain showed that the country’s recession deepened in the last quarter of 2012, with gross domestic product 

17-Jan-13 24-Jan-13 % Change

MSCI World 1,386.16 1,396.14 0.72%

MSCI Europe 98.92 99.45 0.54%

MSCI Asia-Pacific ex-Japan 475.74 477.33 0.33%

Dow Jones Industrial Average 13,596.02 13,825.33 1.69%

S&P 500 1,480.94 1,494.82 0.94%

Global Equity Performance
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shrinking for a sixth quarter, contracting 0.6 percent from the previous three months. Economists have likewise forecasted that 26% 

of Spaniards, or roughly 6 million people, are out of work. On a lighter note, German investor confidence rose for the month of 

January to the highest level in 2.5 years. This was according to data released by the ZEW Center for European Economic Research 

in Manheim, and may indicate that Europe’s largest economy could gather momentum this year.  

Week-on-week, the MSCI World index gained 0.72% led by the European index which gained 0.54%, followed by the Asia-Pacific 

ex-Japan index which added 0.33%. US equities likewise gained, with the Dow Jones Industrial Average index and the S&P500 

index picking up 1.69% and 0.94%, respectively. 

Global Bonds 

 
US Treasury prices climbed for the week amid a raft of discouraging home 

sales, consumer confidence and worries over malignant fiscal issues. Still, 

gains were tempered by risk-taking spurred by the release of optimistic 

jobless claims data and progress on the government’s debt issues just last 

Wednesday 

The US House of Representatives voted to suspend the government’s 

US$16.4 trillion borrowing limit—without raising spending cuts— until mid-

May, allowing the federal government to continue borrowing money until 

then. Instead, Republicans are planning to use two other impending deadlines to initiate spending reductions. The first is on March 

1, the start of automatic spending cuts, and the other is the end of March, which necessitates the passage of a bill to fund the 

government. 

Week-on-week, the 2-, 10- and 30-year benchmarks lost 2.30, 2.96 and 2.91 basis points, respectively. 

Currencies  
 
The riskier euro steadily gained ground for the week, especially after the 

Euro-zone Finance Ministers approved the next installment of aid to Greece 

following their meeting concluded Monday. Conversely, the safe-haven 

Japanese yen continued to decline after the Bank of Japan announced 

open-ended easing and a 2% inflation target just this week. Consumer 

prices in Japan fell for the sixth time in seven months last December which 

firmed the case for more stimulus measures. Week-on-week, the Japanese 

yen lost 0.53% and 1.24%, against the US dollar and the euro, respectively. 

Meanwhile, the euro gained 0.68% over the US dollar. 

 
 
The week ahead (Jan 28 – Feb 01) 
 
For the week ahead, we expect markets to trade sideways with a slight downward bias as investors book profits from the slight 

gains made this week. Market watchers will also be awaiting more economic data releases from the US this week, including 

consumer confidence data for January, the 4Q GDP, initial jobless claims for the week ended January 19 and nonfarm payrolls on 

February 1. 

 

 

 

 

 

US Treasury Yield Curve

Tenor 17-Jan 24-Jan  +/- bps

3m 0.071 0.076 0.51

6m 0.101 0.096 -0.50

2y 0.262 0.239 -2.30

5y 0.790 0.765 -2.58

10y 1.879 1.850 -2.96

30y 3.072 3.043 -2.91

Currencies 

18-Jan 25-Jan % Change

USD/PHP 40.575 40.630 -0.14%

EUR/USD 1.3321 1.3412 0.68%

GBP/USD 1.5870 1.5808 -0.39%

USD/JPY 90.10 90.58 -0.53%

AUD/USD 1.0510 1.0457 -0.50%

USD/CHF 0.9342 0.9276 0.71%

EUR/CHF 1.24433 1.24410 0.02%

EUR/JPY 119.98 121.49 -1.24%
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Philippine Financial Markets 

 
The local equities and fixed income market rallied for another week, buoyed by news that the BSP kept its key 
benchmark interest rates and reduced SDA rates. Meanwhile, the local currency ended lower as earlier gains brought 
about by bullish sentiment of the country’s economy and Bank of Japan’s stimulus measures were reversed by BSP’s 
recent policy actions. 
 
 
 

Local Equities 
 

The local main-share index ended the week on a positive note after 
experiencing two consecutive days of decline. Last Monday, it posted 
an all-time intraday high of 6,193.25 before investors decided to cash in 
on gains. Metro Pacific Investments Corp. (MPI) dropped as it sold 1.33 
billion shares at 2.86% discount to 30-day average price for Php4.60 
per share to raise funds for its infrastructure investments. Last 
Thursday, the PSEi rebounded, climbing above the 6,100 level again as 
the International Monetary Fund (IMF) upgraded its economic growth 
forecast for the Philippines.  Moreover, the BSP recently announced 
that it kept its key policy rates and trimmed its SDA rates to 3.0% in their latest Monetary Board Meeting, enticing investors to shift 
to higher-yielding assets. Week-on-week, the index gained 28.43 points, or +0.46%, to close at 6,167.64. 
 
 

Conglomerates 

 
 Ty-led investment holding firm GT Capital Holdings Inc. has been awarded by the Philippine Rating Services Corp. 

(Philratings) the highest credit rating for its planned Php10 billion bond issuance. Philratings said it assigned a PRS 

Aaa score on the proposed sale of 7- and 10- year bonds. The local ratings agency added that the Php10 billion 

bonds to be sold are the highest quality with minimal risk and pointed out that the obligor’s capacity to meet its 

financial commitment on the obligation is extremely strong. 

 San Miguel (SMC) and Metro Pacific (MPI) reached a deal on the Php7 billion 5-kilometer common alignment for their 

corresponding North Luzon-South Luzon Expressway connector road project, which allows both companies’ major 

development projects to move forward. Top representatives from both companies met last week and with the 

government’s prompting came up with a consensus framework on the common alignment. Conditions of the 

compromise stated that the San-Miguel-Citra pair will build the connected road and handle 62.5% of the cost. 

However, once MPI’s connector road is ready to operate, it will reimburse 37.5% of the cost to San Miguel-Citra. The 

compromise is still subject to final approval from Malacañang. 

Foods and Beverages 
 

 Jollibee Foods Corp. (JFC) is looking to spend 37.5% more this year as it plans to sustain its double-digit net income 

and sales growth attained in 2012. According to Jollibee Chairman and Chief Executive Officer Tony Tan Caktiong, 

they are targeting to spend around Php5.5 billion for store expansion and renovation compared with Php4 billion last 

year. He added that the firm is targeting to open 300 new stores this year, distributed across all brands. Moreover, 

Caktiong said that they are optimistic of sustaining double digit growth this year, being unaffected by the problems in 

Europe and as 2013 is an election year, which would boost spending. 

Properties 
 

 Federal Land Inc. (FLI) is looking to spend Php12 billion on projects this year as the company remains bullish on the 

economy. According Federal Land Executive Vice-President and General Manager Jose Mari Banzon, this amount is 

about 33.33% higher than the Php9 billion spent last year. He further explained that bulk of this will be allocated for 

construction of condominium developments, retail and office buildings. Funding will be coming from internal cash flow 

and borrowings. He also cited the robust economy for the purpose of the increase with interest rates expected to 

18-Jan 25-Jan % Change

PSEi 6,139.21 6,167.64 0.46%

Philippine Stock Exchange Index
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remain low and overseas remittances are forecasted to remain steady.  Also, the upcoming elections and the likely 

upgrade of the Philippine debt rating are expected to further boost the economy and benefit their business. 

 

Utilities 
 

 One of the country’s top oil refiners, Petron Corp., is planning to tap the debt market this year in order to finance its 

capital expenditures program. The oil company said it would issue dollar-denominated debt this year though were not 

able to determine the exact amount. Moreover, Petron President Eric Recto pointed out that there are no available 

details yet about the transaction and just obtained clearance to pursue offers. 

 
Philippine Bond Markets  

 
Local government securities prices rallied during the week as bargain-
hunting was observed following the release of a number of market-moving 
news. First, market players sustained its buying momentum from the 
successful 7-year fixed rate treasury notes auction last week. Second, 
optimism for the country’s economy was heightened after the IMF recently 
revised its economic growth outlook upward for 2013 and 2014. Lastly, 
the BSP kept its benchmark policy rates and cut SDA rates across all 
tenors to 3.0%. Week-on-week, yields declined by an average of 10 basis 
points led by the belly which dropped by 17.4 basis points. Likewise, the 
short and long ends of the curve fell by 2.4 and 9.5 basis points, 
respectively. 
 
The Bureau of the Treasury sold Php 25 billion worth of 7-year Fixed Rate 
Treasury Notes during an auction concluded last January 22, 2013. The 
notes were sold at an average yield of 3.876% and a coupon rate of 
3.875%. The average yield was slightly lower than the 3.982% average 
yield during the last auction of 7-year FXTNs held last November 2012 
while the coupon rate remained unchanged. Total bids amounted to 
Php79.78 billion, more than three times the total amount offered. 
 
 
Philippine Peso 
 
The Philippine peso was observed to have sideways trading during the week as earlier gains drawn from optimism with the 
country’s economy and Bank of Japan’s recent policy meeting was countered by continued concerns that the central bank will 
continue to intervene to temper the currency’s rapid appreciation. Likewise, news that the BSP maintained its key benchmark rates 
and reduced SDA rates further contributed to the weakness of the peso. Week-on-week, the local currency surrendered 8.5 
centavos to close at 40.660.  
 
The Bangko Sentral ng Pilipinas (BSP) held its key benchmark interest rates as reported from its Monetary Board Meeting held last 
January 24, 2013. The BSP kept its overnight borrowing rate at 3.5%, as expected, but surprised market players by reducing the 
Special Deposit Accounts (SDA) rate of all tenors to 3.0%. The BSP said that this move was done for the purpose of ensuring 
adequate liquidity and containing capital inflows that threaten to create asset-price bubbles, credit booms and other financial 
imbalances. 
 
According to a report from the Bureau of the Treasury (BTr), the national government’s debt as of November 2012 registered at 
Php5.381 trillion, or Php22 billion higher than Php5.359 trillion in end-October 2012. Of the total debt, Php3.406 trillion or 63% is 
owed to domestic creditors while Php1.975 trillion or 37% came from foreign creditors. Domestic debt went up by Php33 billion from 
the previous level mainly due to net issuance of government securities. Meanwhile, external debt fell by Php11 billion from the end-
October 2012 level brought about by the appreciation of the local currency as well as the net depreciation of third currencies against 
the US dollar, which reduced the peso value of the national government’s debt by Php14 billion and Php12 billion, respectively. 
 
According to the International Monetary Fund’s (IMF) latest World Economic Outlook (WEO) report, the Philippine economy likely 
expanded by 6.5% in 2012 and would likely ease to 6% in 2013. These forecasts are significant upward revisions from the initially 
projected 4.8% growth for both years. IMF mission Chief Rachel Van Elken lauded the country’s resilience and strength, especially 
in terms of domestic demand, adding that improvements in institutions and structural frameworks indicated that growth would be 

Tenor 18-Jan 25-Jan  Change

1m 0.31 0.28 -3

3m 0.31 0.28 -3

6m 0.54 0.51 -3

1y 0.97 0.97 -1

2y 2.92 2.70 -22

3y 3.82 3.47 -35

4y 3.96 3.86 -10

5y 3.93 3.88 -5

7y 4.24 4.09 -15

10y 4.53 4.46 -6

20y 5.91 5.85 -7

25y 5.73 5.58 -15

Average -10

Peso Yield Curve                                       

(PDST-F Reference Rates)
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continuous. In stark contrast to the Philippines’ rosy outlook, the WEO stated that the world economy would expand by only 3.5% in 
2013, lower than the previous forecast of 3.6% that was made last October 2012. 
 
According to the National Statistics Coordination Board (NSCB), approved foreign investments in the first nine months of 2012 
amounted to Php86.1 billion, or 4.7% lower compared with Php90.3 billion registered in the same period last year. Likewise, 
approved foreign investments for the third quarter of 2012 fell by 36.7% to US$17.7 billion from Php28 billion recorded a year ago. 
The top three investing countries for the third quarter were Cayman Islands, Japan and Singapore which posted total commitments 
of Php4.7 billion, Php4.2 billion and Php1.3 billion, respectively. 
 
The Department of Tourism recently reported that the Philippines sets a record with more than 4 million foreign visitors that arrived 
in the country in 2012, which was the highest level in the country’s tourism history. A total of 4,272,811 visitors arrived in the country 
last year, or 9.07% more than the 3,917,454 posted in 2011. Leading the pack were South Koreans, who supplied 1,031,155 
visitors or 24.13% of the total volume. The Americans followed, accounting for 625,626 visitors or 15.27% percent share and the 
Japanese came in at third with 412,474 visitors or 9.65% of the total volume. 
 

The week ahead (Jan 28 – Feb 01) 

The Philippine equities market is expected to trade sideways with an upward bias as local funds continue to shift from low-yielding 
assets to equities. In its last policy meeting, the BSP decided to retain key borrowing and lending rates at current levels but made a 
surprising move by announcing reduction in the SDA rates to 3% across all tenors, This highlighted our view of a further re-
allocation towards Philippine equities as the preferred asset class, given the projected double digit ROI for 2013 (+12% to 15%).   

With this, we expect a positive knee-jerk reaction for financial and property stocks. Higher liquidity in the system will further lower 
funding costs, thereby resulting to improved bank NIMs (net interest margins) and lower mortgage costs that should improve real 
estate demand.  

For this week, our trading range is between 6,120 to 6,200 as trading interest will be supported further by month-end window 
dressing and the release of 4Q GDP should it come out better-than-expected. 

Meanwhile, trading in the local fixed income and currency market will be influenced by the much-awaited release of the Philippines’ 
4Q GDP later this week. The outcome will indicate how well the economy has performed over the past quarter and throughout the 
entire 2012 as well. Likewise, market players will also continue to keep an eye on the recovering global economy with the US set to 
release more economic data. 

 

 

 

 


