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US Treasury Yield Curve

Tenor 19-Jan 26-Jan  +/- bps

3m 0.041 0.046 0.51

6m 0.066 0.071 0.51

2y 0.234 0.211 -2.30

5y 0.857 0.771 -8.59

10y 1.977 1.931 -4.57

30y 3.042 3.090 4.86

19-Jan-12 26-Jan-12 % Change

MSCI World 1,233.00 1,250.63 1.43%

MSCI Europe 88.87 89.31 0.50%

MSCI Asia-Pacific ex-Japan 419.51 430.93 2.72%

Dow Jones Industrial Average 12,623.98 12,734.63 0.88%

S&P 500 1,314.50 1,318.43 0.30%

Global Equity Performance
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  Global Financial Markets 
 
Global equity prices moved up week-on-week as investors were encouraged by the Federal Reserve’s promise to keep 
interest rates low to encourage economic growth. For fixed income and currency markets, demand for safe-havens 
thinned as investors were optimistic towards prospects moving forward. 

 
Global Equities 
 
The global equity market finished marginally 
higher week-on-week. Gains were influenced by 
the Federal Reserve’s pledge to keep interest 
rates low to stimulate the economy. Global 
equities generally over-looked somewhat 
disappointing economic data from the US. The 
MSCI World, MSCI Europe, and MSCI Asia-
Pacific ex-Japan hiked 1.43%, 0.50% and 
2.72%, respectively. In the US, the Dow Jones 
Industrial Average moved up 0.88% while the 
Standard & Poor’s 500 Index gained 0.30%. 
 

 The IMF cut its global growth estimates 
this year to 3.25% from the 4.00% it 
forecasted in September. This is because 
the IMF now estimates that Europe will 
experience a mild 0.1% contraction 
compared to its previous forecast of a 
1.4% growth. 

 Federal Reserve officials said they expect 
short-term interest rates to stay close to 
zero until at least late 2014. Nine out of 
seventeen officials taking part in its policy-making committee expect rates to stay at or below 0.75% until the end of 2014. 

 Mortgage applications in the US fell last week as borrowing costs went up from a record low. The index decreased by 0.5% for 
the period ended January 20, 2012 compared to the 23% growth in the previous week. 

 Claims for jobless benefits in the US grew more than expected last week. Initial unemployment claims increased by 21,000 to 
377,000 for the week ended January 21, 2012. The market estimate was only at 370,000. 

 Sales of new homes unexpectedly fell in December. Sales dropped 2.2% MoM to 307,000 last month compared to the 
estimated 1.9% growth. 

 The index of leading indicators in the US rose in December according to a New York-based conference board. The index rose 
0.4% after climbing 0.2% in November. 

 Orders for durable goods climbed more than forecast in December. Bookings for long-lasting goods advanced 3% compared to 
the 2% market estimate. 

 Euro-zone finance ministers rejected the maximum bond offer made to the Greek government by creditors. Creditors pushed 
for an average coupon of 4% while majority of the ministers are calling for a coupon of 3.5%. 
 
 

Global Bonds 

 

 Prices of major benchmarks in the US ended the week with gains 
after the Federal Reserve pledged to keep rates low for the next 
two years. The 10-year benchmark yield gave away 8.59 basis 
points while the 2-year note yield declined 2.30 basis points. On 
the other hand, the 30-year bond yield gained 4.86 basis points. 
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Currencies 

20-Jan 27-Jan % Change

USD/PHP 43.275 42.850 0.99%

EUR/USD 1.2931 1.3110 1.38%

GBP/USD 1.5576 1.5705 0.83%

USD/JPY 77.01 77.05 -0.05%

AUD/USD 1.0484 1.0649 1.57%

USD/CHF 0.9345 0.9207 1.50%

EUR/CHF 1.20851 1.20703 0.12%

EUR/JPY 99.62 101.01 -1.38%

Currencies 
  

 Week-on-week, the US dollar slightly weakened against its peers as 
demand for the safe haven continued to ease as the Federal 
Reserve promised low interest rates until late 2014. The euro and 
Swiss franc strengthened against the US dollar to 1.3110 and 92.07 
centimes, respectively. On the other hand, the Japanese yen 
declined against the greenback to 77.05. 

 
The week ahead (January 30 – February 4) 
 

 Movement for global equities this week was marginally positive as 
investors were encourage to take risk assets given the Federal 
Reserve’s commitment to support growth. However, investors 
treaded carefully given Greece’s fragile fiscal situation. For the next week, attention will center on Greece’s ability to reach an 
agreement with its private creditors. If they are able to get funding, we may see a  collective sigh of relief and a  rally in the 
global equity market. 

 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 the credit situation for Greece improves, demand for safety assets may continue to decline. 

 
 
Philippine Financial Markets 

 
Philippine equities dipped 1.43% week-on-week in light of correction in the market. Bonds, on the other hand, rose by 9 
basis points. Meanwhile, Philippine peso appreciated by 42.50 centavos as it continue take cue on the developments in US 
and Europe. 

 
 Local Equities  
 

 After consecutive run-ups for 2 weeks, the market succumb to profit 
taking the early part of the week. But, bargain hunters outperformed 
profit-takers, causing the index to hike on Friday. This week, 
investors decided to  realized paper gains, resulting to a decline in 
the index day-after-day. Property developers like MEG, RLC, and ALI 
remained on the bottom after their share prices climbed in the 
previous weeks. Other stocks, including TEL and GMAP prices 
dipped after gaining on the previous days . The Philippine Stock 
Exchange Index plunged  68.01 points, or -1.43%, to close at 
4,679.89, on Friday.  
 

 The Bureau of Internal Revenue is not open for any negotiation on any amendments to the real estate investment trust (REIT) 
law. Philippine Stock Exchange president Hans Sicat cites specific provisions of the law including the imposition of 12% VAT 
on one time property transfers and the requirement for a REIT to sell 67% of its outstanding capital in three years as major 
reasons why property developers shun from participating in the sale of REITs. 

 
 

Conglomerates  
 

 Gokongwei-led JG Summit Holdings set its eyes on four public private partnership projects, namely the Php4.6 billion 
Puerto Prinsesa Airport, the Php8.7 billion Laguindingan Airport development, the Php6.6 billion construction of 
Legaspi Airport, and the Php2.5 billion expansion of Mactan-Cebu International Airport Terminal. Gokongwei also 
aimed for NAIA Terminal 3, where its airline unit, Cebu Pacific, operates should the government decide to privatize the 
terminal’s operation and maintenance.   
 

 In a stock exchange disclosure, Metro Pacific Investments Corporation (MPIC) and PLDT Communications and Energy 
Ventures (PCEV) confirmed Beacon Asset Holdings purchase of 30 million common shares, or a 2.66% stake, in 
Manila Electric Company (Meralco) from First Philippine Utilities Corporation at Php295 per share.  Beacon’s stake in 
Meralco would climb to 48.02% from its current interest of 45.36% after the transaction. 

 
 

20-Jan 27-Jan % Change

PSEi 4,747.90 4,679.89 -1.43%

Philippine Stock Exchange Index
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January 27, 2012 
Banks 

 
 Rizal Commercial Banking Corp. targeted earnings after tax this year to increase by at least 8% as it focuses on 

consumer loans, SMEs and micro-financing. RCBC president Lorenzo Tan expected an average 15% growth in 
lending, with some areas to grow by as much as 20%. Net profit guidance in 2011 is pegged at Php4.8 billion, 85% of 
which is achieved during the first 9 months of 2011.      
 

 East West Banking Corporation has filed its application with the SEC to offer up to 245.316 million common  shares at a 
maximum price of Php23.50 per share. Of this amount, 141.056 million new shares will be issued through an initial 
public offering to raise approximately Php3.31 billion. Proceeds from the equity issue will be used mainly for the 
expansion of its branch network. 
 

 The Security Banking Corp. (SECB) announced that it has received approval from the central bank to open 50 new 
branch sites within Metro Manila. The bank presently operates 136 branches and would soon gain control of the 38 
branches of Premiere Development Bank which it had recently bought. The bank is required to use all 50 licenses by 
2014. 
 
 

Property 

 
 SM Development Corp (SMDC), the residential development unit of SM Investments Corp., saw a 10% growth in 

reservations in 2012 on the back of new product launches. The property developer already laid 5 project plans this year 
to be built in Quezon City, Makati, Mandaluyong, Bicutan and Roxas Blvd. SMDC has been leveraging on affordability, 
evidenced by its price cut on some of its condominium units to as much as 40% in the 4th quarter last year as well as 
flexibility in payment terms. 
 

 Robinsons Land targeted to open 4 hotels in Palawan, Dumaguete, Tacloban, and Bacolod by the first half of 2012. 
RLC targets to open its Palawan branch by next month. These hotels will be built under the company’s budget hotel 
line, Go Hotel, which was launched in 2010.  
 

 Megaworld allotted Php45 billion for its township project, called Uptown Bonifacio, within the Bonifacio Global City. The 
18- tower township will be comprised of 500,000 sq. m. of residential space, 400,000 sq. m. of office space, and 90,000 
sq. m. of retail space. Company executives expect the projects to generate Php7.5 billion in sales and 80,000 new jobs 
in the area. 

 
Food  
 

 Jollibee Worldwide Pte. Ltd, a subsidiary of Jollibee Foods Corporation, sealed a deal to acquire 50% of SuperFoods 
Group, consisting of a 49% stake in Vietnam -based SF Vung Tau Joint Stock Co. and a 60% share in Hong Kong- 
based Blue Sky Holding Ltd. The 50% stake cos ts US$25 million, US$5 million of which have been paid to 
SuperFoods. Superfoods operates a chain of restaurants including Highlands Coffee, Pho24, and Hard Rock Café.  

 
Manufacturing 
 

 Initiating Coca Cola Company’s expansion in Asia, Coca Cola Bottlers Phi lippines unveiled its plant expansion in 
Mandaue City, Cebu. This forms part of the company’s US$1 billion -worth of investments in the Philippines for the next 
five years. As part of the expansion projects, the company had just completed its technologicall y-advanced mega plant 
in Misamis Oriental and is currently working on the expansion and enhancement of its Canlubang plant.  
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Philippine Bond Markets 

  

 Week-on-week, benchmark PDST-F reference rates rose by 9 basis 
points on the average. Particularly, the rise in yields was evident at 
the short-end of the curve, which increased by 14 basis points. Profit-
taking prevailed earlier in the week after the government raised the 
country’s budget deficit in 2011.  

 
 
Philippine Peso 
 

 This week, the Philippine Peso relied on developments on the US 
economy and the Euro-zone debt woes. The peso consistently 
appreciated day-on-day on the back of a weakening dollar. The 
Philippine peso ended at 42.850, effecting an 42.50-centavo 
appreciation week-on-week. 

 As a result of lowering the growth forecast in the Euro-zone, 
International Monetary Fund (IMF) cuts its growth forecast for the 
ASEAN 5 to 5.2% from 5.6% for 2012 and to 5.6% from 5.8% for 2013 on the back of the prolonged crisis in the Euro -zone.  IMF 
sees specific sectors, including exports, remittances and foreign investments to be greatly affected by the Euro -zone woes.    
 

 Philippine imports virtually increased on the back of the decline in the 
electronic products payments. Imports in November stood at 
US$4.98 billion, or a 0.6% increase year-on-year. On a monthly 
basis, imports fell by 0.7%, against US$5.02 the billion recorded in 
October. Imports of electronic products alone dropped by 14.9% 
year-on-year to US$1.38 billion 
 

 The Malampaya consortium composed of Shell Philippine 
Exploration BV (45%), Chevron Malampaya LLC (45%), and 
Philippine National Oil Company- Exploration Corporation (10%) 
remitted a check worth US$1.134 billion to the government. 
Proceeds from the project last year were used to finance other 
energy-related projects, and government’s Pantawid Pasada 
program, train the Filipino naval force, as well as pay advances of 
National Power Corp for the maintenance of Bataan Nuclear Power 
Plant. 
 

 The National Economic Development Authority estimates that the 
Philippine economy expanded by 3.6% to 4.0% in 2011. Sluggish exports and damages to farm crops brought by the typhoons 
mitigated the growth coming from robust performances of the service sector, household consumption, and investments.  The 
official figure will be released by the end of month.    

 
 

 
The week ahead (January 30 – February 4)  
 
Market correction came earlier than expected, overshadowing possible gains coming from a weakening dollar. Profit-taking activity 
for next week is expected to stabilize. The index is projected to trade at a range between 4,630 and 4,730. Meanwhile, the 
Philippine peso will continue to take its cue from developments in the US and Europe. The peso will continue to appreciate as the 
dollar weakens against major peers but uncertainties in the Euro-zone crisis will counter the gains. 

Tenor 20-Jan 27-Jan  Change

1m 1.93 2.07 14

3m 1.67 2.17 51

6m 2.14 2.43 29

1y 2.22 2.42 21

2y 2.65 3.16 51

3y 3.86 3.85 -1

4y 4.98 4.60 -38

5y 5.11 5.07 -4

7y 5.34 5.28 -6

10y 5.37 5.37 0

20y 6.66 6.50 -16

25y 6.38 6.44 6

Average 9

Peso Yield Curve                                         

(PDST-F Reference Rates)

Tenor 20-Jan 27-Jan % Change

ROP13 1.68 1.34 34

ROP16N 2.48 2.40 8

ROP19N 3.40 3.36 4

ROP20 3.61 3.59 2

ROP21 3.64 3.59 5

ROP24N 4.65 4.54 11

ROP26 4.33 4.30 3

ROP30 4.86 4.79 7

ROP32 4.86 4.82 3

ROP34 4.89 4.84 5

Average 8

ROP Yield Curve


