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February 04, 2013 

Global Financial Markets 
 
Global markets ended the week mostly unchanged as a slew of negative economic data was offset by some bright spots 

from other parts of the world. One of the more significant releases was the US GDP figure for 4Q2012, which came out 

much lower than expected and actually indicated a contraction, though the full year 2012 figure still showed an 

improvement from the previous year. 

Global Equities 
 

Global equities closed the week 

barely changed following 5 topsy-

turvy days of mixed economic 

releases from across the globe. The 

highlight of the week, however, was 

the US fourth quarter GDP released 

Wednesday, which was vastly 

disappointing at an annual rate of -

0.1%, much lower than market 

estimates of a 1.1% growth. This 

was the first contraction since the 

recession ended more than three 

years ago and was very far from the 

3.1% growth rate registered in third 

quarter. The contraction was also 

said to be quite unusual given that it 

happened in the midst of economic 

expansion. Largely contributing to 

the deceleration was the 15% slump 

in federal government spending, 

posting the largest drop since 1973, 

and dwindling inventories in private 

businesses. Trade was also 

disappointing as exports slid 5.7%. 

Some silver linings to be noted were 

personal consumption expenditures, up 2.2% from the 1.6% in the third quarter; the housing market, in particular residential fixed 

investment, which surged 15.3%; and business investment which was up 8.4%. Over-all, gross domestic product in the US for 2012 

expanded by 2.2%, still an improvement from the 1.8% posted in 2011.  

The dismal fourth quarter figure however, further strengthened the Fed’s stance that it ought to continue with its s timulus measures. 

During its FOMC meeting held Tuesday and Wednesday, the Fed said that it would carry on with its efforts to goose the economy 

for as long as needed. Specifically, it would continue holding short-term interest rates near zero and expand its holdings of Treasury 

securities and mortgage-backed securities by US$85 billion each month at least until the unemployment rate fell below 6.5%. 

For the week, data releases from the US and other parts of the world were mostly negative, though a number of bright spots 

actually helped some equities markets to end Thursday slightly higher. 

 New home sales in the US declined unexpectedly in December and proved to be the only thorn in the otherwise rosy 

outlook for the housing sector. Data released by the Commerce Department showed that there was a 7.3% drop in sales of 

new homes to a 369,000 annual pace, much lower than the 398,000 posted in November. For 2012, however, a total of 

367,000 new homes were sold. This was the most in three years and the first yearly increase in seven. 

 US consumer confidence fell to its lowest level since November 2011. According to the Conference Board, its consumer 

confidence index plummeted to 58.6, much lower than the market estimate of 64.0, and the upwardly revised 66.7 last 

December. The drop, according to Director of economic indicators Lynn Franco, could be attributed to the increase in 

payroll tax, which had surely dampened consumers’ spirits. 

24-Jan-13 31-Jan-13 % Change

MSCI World 1,396.14 1,405.47 0.67%

MSCI Europe 99.45 98.90 -0.55%

MSCI Asia-Pacific ex-Japan 477.33 478.15 0.17%

Dow Jones Industrial Average 13,825.33 13,860.58 0.25%

S&P 500 1,494.82 1,498.11 0.22%

Global Equity Performance
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 German business confidence rose more than expected for the month of January, further underscoring that the Euro-zone’s 

largest economy was recovering from its slump as of year-end 2012. The Ifo’s business climate index rose to 104.2 for the 

month of December, from 102.4 in November and beating market estimates of 103.0. The figure was also the highest 

since June 2012, and a third consecutive monthly gain, after sentiment dropped to a 2.5-year low in October. According to 

the Bundesbank, however, there were yet to be any indications that the German economy was already reversing its 

contraction as of 4Q12. 

 Spain’s continued recession further deepened as its economy contracted by 0.7% quarter-on-quarter and 1.8% year-on-
year during the fourth quarter of 2012. The figures were lower than market estimates of -0.6% and -1.7%, respectively. 
Likewise, over-all output for 2012 fell 1.4% year-on-year. 

 The Japanese Ministry of Economy, Trade, and Industry reported today that December industrial production rose to 2.5%, 
reversing from November’s 1.4% decline. The economic indicator, however, lagged behind consensus forecasts of a 4.0% 
to 4.5% gain. The improvement was mainly attributed to transport equipment and machinery.  

 
Week-on-week, the MSCI World index crept up 0.67%. Trailing behind was the Asia Pacific ex-Japan region which managed to 
scrape 0.17% while the European region lost 0.55%. US equities ended marginally higher with the Dow Jones Industrial Average 
index and the S&P500 index tacking on 0.25%and 0.22%, respectively. 
 

Global Bonds 

 
US Treasury prices fell for the week despite the country’s 4Q GDP 
contraction. News of European banks prepaying loans to the ECB, an 
optimistic US durable goods orders report and “average reception” during 
the week’s auctions all served to push up yields. 
 
Last Tuesday, the Treasury Department’s US$35 billion 5-year note auction 

received lukewarm demand. The notes were sold at an average yield of 

0.889%, which was the highest borrowing cost in 9 months. The direct bid, 

which includes US mutual funds, was 16.7% from 30.4% last December and 

below the 18.1% average for the past four sales. Likewise, the US$29 billion 

7-year note auction held Wednesday saw only “fair demand”. The notes were sold at an average yield of 1.416% which was the 

highest yield for similarly dated securities since March 2012. Bids were at 2.60 times the amount of debt sold, compared to the 2.68 

times at the last four auctions. 

Week-on-week, the 10- and 30-year benchmarks surrendered 13.51 and 12.88 basis points, respectively. 

Currencies  
 
Earlier during the week, markets remained bullish on the riskier euro on the 

back of strong German PMI data and as they awaited results of the FOMC 

meeting concluded Wednesday. Though a disappointing US fourth quarter 

GDP figure and generally downbeat data releases weighed on the euro later 

on, the shared currency managed to maintain a weekly gain as the Federal 

Reserve announced that it would continue with its efforts to propel the 

economy upward. Week-on-week, the euro gained 2.91% against the 

Japanese yen and 1.50% against the US dollar, respectively. 

 
 
The week ahead (Jan 28 – Feb 01) 
 
This week, market movements were driven by economic releases from all over the globe. For the week ahead, we expect markets 

to trade sideways as investors take a breather from the barrage of economic data reported this week. Market watchers will also be 

keeping a lookout for developments in Europe and the last of the December economic releases from the US, including the Trade 

Balance of Payments and the Wholesalers Inventories Total Monthly percent change. 

 

 

Currencies 

25-Jan 1-Feb % Change

USD/PHP 40.660 40.695 -0.09%

EUR/USD 1.3464 1.3666 1.50%

GBP/USD 1.5799 1.5839 0.25%

USD/JPY 90.91 92.19 -1.39%

AUD/USD 1.0424 1.0368 -0.54%

USD/CHF 0.9265 0.9062 2.24%

EUR/CHF 1.24696 1.23858 0.68%

EUR/JPY 122.32 125.99 -2.91%

US Treasury Yield Curve

Tenor 24-Jan 31-Jan  +/- bps

3m 0.076 0.071 -0.51

6m 0.096 0.112 1.52

2y 0.239 0.262 2.32

5y 0.765 0.878 11.37

10y 1.850 1.985 13.51

30y 3.043 3.172 12.88
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Philippine Financial Markets 

 
Bullish sentiment on the macroeconomic fundamentals of the economy fuelled buying interest on the country’s assets 
with the local equities market piercing the 6,300 mark, and the peso hovering at the Php40-a-dollar level. Meanwhile, we 
observed a flattening of the yield curve with the long-end outperforming the short and intermediate portions of the 
curve. However, gains made earlier on the week were pared as investors cashed-in profits. 
 
 
 

Local Equities 
 

The Philippine benchmark index solidified gains made the previous week in 
anticipation of the release of a faster-than-expected 2012 GDP growth. Last 
Thursday though, it lost ground as the positive sentiment from an outperforming 
2012 GDP figure of 6.6% was offset by profit-taking.  The local equities market 
ended the week strongly with a fresh all-time high past the 6,300 level on the 
back of positive corporate news and as earnings season kicked off.  The local 
main-share index posted a year-to-date return of 8.7%.  Week-on-week, the PSEi 
gained 150.97 points, or 2.45% higher, to close at 6,318.61.   
 

Property 

 
 Megaworld Corp. (MEG) has set a record Php35 billion capital expenditure (capex) budget for its projects this year. 

The property arm of Alliance Global Group Inc (AGI) is planning to launch at least 10 new projects in the first half of 

2013 on the back of robust demand. The company said that the record capex spending this year is a sign of its 

commitment to the real estate industry and its bullish outlook on the market. Megaworld is coming off a record sales 

performance to which they last allocated Php25 billion for its capex. It registered Php63.5 billion in residential 

reservation sales last year which translated to a total saleable area of more than 550,000 square meters (sqm.). The  

company said it owes its phenomenal sales growth to its superior portfolio and sterling track record in the Philippine 

property market. 

Financials 

 
 The merger of Philippine National Bank (PNB) and Allied Banking Corp. will be completed next month with all 

necessary regulatory approvals secured. According to Allied Bank President Anthony Chua, the legal merger will 
become effective within February and the functional integration of the 2 banks will be completed 2-3 years from now. 
Mr. Chua said that both banks had started to integrate a number of operations. After the merger, PNB -- the surviving 
entity -- will now have 650 branches and assets of over Php500 billion. 
 

Power 

 
 Aboitiz Power Corp. (AP) is expected to sign several loan agreements to fund for two coal-fed power plant projects 

worth US$1.82 billion combined as well as to finance capital spending of its distribution utilities. According to chief 

financial officer Iker Aboitiz, the loan agreement for the 300-megawatt coal plant in Davao is expected to be signed by 

the end of the second quarter. Meanwhile, a loan agreement for the US$1.1 billion, 600-megawatt coal plant in Subic 

is expected to be signed by the middle of the third quarter. These coal facilities are considered crucial by the 

Department of Energy since these will be able to help shore up power supply in three years’ time. Moreover, the 

company also said that it is considering tapping the local debt market in order finance its capital expenditure 

requirements. 

 Lopez-led First Gen Corp. (FGEN) is looking to grow its power generation portfolio to nearly 2,800 megawatts (MW) 

by 2018 after acquiring full control of two gas facilities in Batangas. The expansion, for which investments are seen to 

reach more than US$1 billion, will begin with the construction of a 400-500 MW natural gas facility in San Gabriel, for 

completion in 4Q2015. The second phase will involve building another 800 MW plant and will be completed in 2018, 

and intends to address the expected spike in electricity demand in 2015. FGEN has mentioned that it is in discussions 

with Pangilinan-led Meraclo (MER) as a possible partner for the San Gabriel project. 

25-Jan 1-Feb % Change

PSEi 6,167.64 6,318.61 2.45%

Philippine  Stock Exchange  Index



 

 
The views expressed in this report reflect the analyst’s personal views and not necessarily the Bank of the Philippine Islands’. Furthermore, no part of any of the research analyst's compensation was, is, or will be directly or indirectly related to the specific 
recommendations or views expressed by the research analyst in this report. The information contained herein is published by the Bank of the Philippine Islands Asset Management and Trust Group (or “BPI AMTG”). It is based on information obtained from sources considered to be 
reliable, but BPI AMTG does not make any representation or warranty, express or implied, as to its accuracy, completeness, timeliness or correctness for any purpose. All the tables are taken from publicly available sources or derived from proprietary data. Expressed opinions may be 
subject to change without prior notice. Any recommendation contained herein does not pertain to any specific investment objectives, financial situation and the particular needs of any addressee. The information herein is published for the information of addressees only and is not to be taken 
in substitution for the exercise of judgment by addressees who should obtain separate legal or financial advice. BPI AMTG, or any of its related companies or any individuals connected with the group accepts no liability for any direct, special, indirect, consequential, incidental damages or 
any other loss or damages of any kind arising from any use of the information herein (including any error, omission or misstatement herein, negligent or otherwise) or further communication thereof, even if BPI AMTG or any other person has been advised of the possibility thereof. The 
information herein is not to be construed as a solicitation to buy or sell any securities, futures, options or other financial instruments or to provide any investment advice or services. BPI AMTG and its associates, their directors, officers and/or employees may have positions or other interests 
in, and may affect transactions in securities mentioned herein and may also perform or seek to perform brokering, investment banking and other banking or financial services for these companies. The information herein is not intended for distribution to, or use by, any person or entity in any 
jurisdiction or country where such distribution or use would be contrary to law or regulation. All funds managed by BPI AMTG 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. 

February 04, 2013 

 Subsidiaries of Metropolitan Bank & Trust Co. (Metrobank) and Manila Electric Co. (Meralco) have tied up for power 

generation projects. According to Meralco, its board of directors cleared the execution of a memorandum of 

understanding between Meralco PowerGen Corp. and Global Business Power Corp. to pursue and evaluate certain 

potential power generation projects in the Philippines. Global Business, through its subsidiaries, owns power plants in 

Cebu, Iloilo, Aklan and Mindoro Oriental with a combined capacity of 633 megawatts. First Metro Investment Corp, a 

unit of Metrobank, is one of its main stakeholders. 

Mining 

 
 According to the Chamber of Mines of the Philippines (CMOP), the government must resolve the mining revenue 

sharing issues first in order to move forward. Spokesman for CMOP Jimbo Gulle added that this would not be 
happening any time before the midterm elections in May which is when a new Congress will be sworn in. With the 
issuance of Executive Order 79, which imposed a moratorium on mining agreements until a new mining bill has been 
enacted, the mining industry’s prospects have been dulled. The government has substantially lowered its projections 
for mining investments over the next four years. Records for the industry showed that investment inflows for 2013 
would likely reach US$718.47 million, which lower than the previous target of US$2.07 billion, and US$851.75 million 
in 2014 from the previous estimate of US$2.4 billion. 

 

 
Philippine Bond Markets  

 
It was an eventful week for the local fixed income market with the long-end 
of the curve outperforming the short and intermediate portions of the curve. 
Optimism on the country’s growth prospects buoyed buying interest on the 
long-end. Last Thursday, the government reported that the local economy 
grew by 6.8% in 4Q2102 year-on-year, topping estimates of a 6.4% growth. 
This equates to a full-year 2012 growth of 6.6%, higher than the consensus 
of 6.4%, and also better than the 5.93% average during Aquino’s term. 
Week-on-week, yields declined by 3 basis points, led by the 25- and 10- 
year tenor buckets, which dropped 33 and 29 basis points, respectively.   
 
Listed food and beverage firm RFM Corp will be prepaying approximately 
Php1 billion worth of loans a year ahead of schedule. The firm is enabled by 
stronger cash flows and growth in profits last year. RFM added it will also be 
able to prepay the debt using the proceeds from the sale of its Swift meat 
brand in October last year to the Pacific Meat Co. worth as much as Php850 
million. RFM executive vice-president and chief operating officer, Felicisimo 
M. Nacino, Jr. explained that it was originally a Php1.5 billion worth long-
term debt for capital expenditures which the firm secured in 2010 from a 
group of banks. The balance as of end 2012 was at Php1.1 billion. Since the 
firm was left with cash of Php1.0 billion, Nacino said the firm decided to 
prepay even if it’s still due end 2014. 
 
 
Philippine Peso 
 
The Philippine peso exhibited sideways trading as growing concerns of further intervention of the BSP countered better-than-
expected GDP figures. The peso dropped the most on Monday as investors continued to digest the SDA rate cut. The peso 
recovered later on the week on increased foreign inflows in anticipation of a strong GDP print. Week-on-week, the peso declined 
4.50 centavos to close at 40.705 Friday.  
 
Data from the National Statistical Coordination Board (NSCB) showed that the country’s gross domestic product (GDP) grew by 
6.8% in the fourth quarter of 2012, pushing the full-year 2012 GDP growth estimate to around 6.6%. The uptick was mainly 
attributed by the strong performance of the services sector particularly the Trade and Real Estate, Renting & Business Activities 
and also the key improvements of Manufacturing and Construction. On the demand side, Household Final Consumption 
Expenditure (HFCE) along with government spending, recovery of capital formation and the outstanding performance of the 
external trade all made significant contributions to the healthy growth of the economy in the last quarter and the whole year as well. 
 
The National Economic and Development Authority (NEDA) board has approved two more public-private partnership (PPP) projects 
along with three other rural infrastructure projects. Secretary Ramon Carandang of the Presidential Communications Development 

T enor 25-Jan 1-Feb  Change

1m 0.28 0.37 9

3m 0.28 0.31 3

6m 0.51 0.58 7

1y 0.97 1.17 20

2y 2.70 2.94 24

3y 3.47 3.43 -3

4y 3.86 3.88 2

5y 3.88 3.79 -8

7y 4.09 3.89 -20

10y 4.46 4.17 -29

20y 5.85 5.78 -7

25y 5.58 5.25 -33

Average -3

Peso Yie ld Curve                                          

(PDST -F Reference  Rates)
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and Strategic Office said that those 5 projects worth a combined Php146.83 billion were approved by the board headed by 
President Aquino. The two PPP projects are the Cavite-Laguna expressway (Cala-Ex) worth Php35.5 billion and the unsolicited 
proposal of Metro Pacific Investments Corp. (MPIC) to connect the North Luzon and South Luzon expressways worth Php25.56 
billion. These projects were partially approved by the board in November 2012 pending a costing review. Moreover, Mr. Carandang 
added that all these projects were meant to promote inclusive and rapid growth. 
 
The Department of Finance is looking to increase estate tax collection to Php50 billion annually due to a strong property market and 
record low interest rates which pushed property values. According to Finance Secretary Cesar Purisima, the agency is closely 
working with the Bureau of Internal Revenue and sees the need to revisit the estate tax in order to increase government revenues. 
He added that this target is ambitious given that collections from estate taxes only amount from Php850 million to Php1 billion. 
 
The week ahead (Jan 28 – Feb 01) 

Philippine stocks ended January with a 7.4% gain and appears to be mirroring last year's sharp rise early in the year. If the pace for 
last year were to be followed, the PSEi is due for another 4.1% rise in February, putting it at the cusp of index 6,500 by month-end.  

Several blue chips reached record levels last week as investors reacted positively to better-than-expected GDP numbers (4Q GDP 
at 6.8%) released. Expect investors to position in on Philippine companies that are due to announce 4Q2012 earnings results.  

We are bound to see upward revisions given the positive correlation of GDP to corporate earnings. Dividend announcements 
should also provide market support in the near term as high-yield companies like GLO and TEL report interim cash payouts. 

Our projected trading range for the PSEi in the coming week is between 6,250 and 6,420. 

The theme for the week was profit-taking. We’ve seen this in the equity market where the index declined on the day the better-than-
expected GDP growth was released. In the local fixed income market, investors sold off their holdings of long-tenored bonds later in 
the week after rallying in the first three days. The Philippine peso has likewise retreated week-on-week as market players continue 
to digest the possible devaluation of the currency as a result of the SDA rate cut. Moreover, this surprise move strengthened views 
that the BSP would not allow further strong appreciation in the currency as the current level has already adversely affected OFWs 
and the BPO sector. 

For the coming week, we expect less profit-taking as investors shift their focus on inflation figures slated to be released Tuesday, 
February 5. The central bank hinted of a benign inflation print for December, expecting it to fall between 2.5%-3.1%. That said, we 
expect sideways trading ahead of the release and a sudden rally for both the local and currency markets should the actual figure 
exceed expectations.    

 

 

 

 


