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26-Jan-12 02-Feb-12 % Change

MSCI World 1,250.63 1,259.91 0.74%

MSCI Europe 89.31 89.97 0.74%

MSCI Asia-Pacific ex-Japan 430.93 439.36 1.96%

Dow Jones Industrial Average 12,734.63 12,705.41 -0.23%

S&P 500 1,318.43 1,325.54 0.54%

Global Equity Performance
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  Global Financial Markets 
 
Global equity prices marginally moved up week-on-week as investors were encouraged by manufacturing and jobs data in 
the US. For fixed income and currency markets, demand for safe havens increased as investors were wary towards risks 
in Europe. 

 
Global Equities 
 
Equity markets finished mostly positive week-
on-week despite markets posting losses earlier 
this week due to the US’ low GDP growth and 
Greece’s struggle to reach an agreement with 
private creditors. Improvement in both 
manufacturing activity and jobless claims in the 
US placed indices back in positive territory. The 
MSCI World, MSCI Europe and MSCI Asia ex-
Japan climbed 0.74%, 0.74% and 1.96%, 
respectively. On the other hand, the US indices 
closed mixed. The Dow Jones Industrial 
Average declined by 0.23% while the Standard 
& Poor’s 500 Index gained 0.54%.  
  
US 

 

 Restrained spending by consumers held 
growth in the US economy to a 2.8% 
annual pace in the fourth quarter, slower 
than the market estimate of a 3.0% 
growth. 

 Personal income grew more-than-
expected in December. Income grew by 0.5% compared to the market estimate of 0.4%. Consumers, however, chose to save 
rather than spend as personal spending remained unchanged as of December. 

 Consumer confidence unexpectedly dropped in January, signifying the waning optimism on the US’ economic progress. The 
confidence index decreased to 61.1 from a revised 64.8 the previous month. The market estimate was an increase to 68.0. 

 The Institute for Supply Management-Chicago Inc. said its business barometer declined to 60.2 in January from 62.2 in 
December. 

 Manufacturing in the US grew in January at the fastest pace in seven months. The Institute of Supply Management’s index 
climbed to 54.1 from 53.1 in December. 

 US construction spending jumped to its highest level in more than 1-1.5 years last December. Construction spending rose to 
1.5% to US$816.4 billion compared to the market estimate growth of only 0.5%. 

 Claims for US jobless benefits fell last week. Applications for unemployment payments dropped by 12,000 to 367,000 in the 
week ending January 28, 2012. 

 
Europe 
 

 25 out of the 27 EU states agreed to a German-inspired pact for stricter budget discipline. Only Britain and the Czech Republic 
refused to sign a fiscal compact in March that will impose quasi-automatic sanctions on countries that breach budget deficit 
limits. 

 Germany sold €4.093 billion of the January 2022 bund at an average yield of 1.82%, down from 1.93% at the previous auction 
last January 4. The Portuguese debt agency paid an average yield of 4.068% on the three-month Treasury bills, down from 
4.346% at the previous auction January 18. 

 
Asia 

 

 The Chinese government cautioned market players who are expecting further monetary loosening as the central bank delayed 
cutting its reserve requirements which economists expected last week. The Chinese Premier, Wen Jiabao, aimed to prop their 
economy without re-inflating asset bubbles and consumer prices. So far, the People’s Bank of China has kept policy rates 
unchanged for the past 6 months and has slashed reserve requirements once since 2008. 
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Currencies 

27-Jan 3-Feb % Change

USD/PHP 42.850 42.600 0.59%

EUR/USD 1.3220 1.3169 -0.39%

GBP/USD 1.5729 1.5852 0.78%

USD/JPY 76.70 76.22 0.63%

AUD/USD 1.0658 1.0713 0.52%

USD/CHF 0.9126 0.9152 -0.28%

EUR/CHF 1.20650 1.20529 0.10%

EUR/JPY 101.39 100.38 1.01%

US Treasury Yield Curve

Tenor 26-Jan 2-Feb  +/- bps

3m 0.046 0.076 3.05

6m 0.071 0.092 2.03

2y 0.211 0.223 1.17

5y 0.771 0.708 -6.38

10y 1.931 1.821 -11.01

30y 3.090 3.003 -8.74

 Industrial production in Japan grew by 4.0% year-on-year in December, recovering from a 2.7% drop the previous month. The 
result outpaced a forecast rise of 2.9% from a Dow Jones Newswires poll of economists. A survey however showed 
manufacturers were more pessimistic than a month earlier. The average forecast for January industrial output fell to 2.5% from 
a 3.4% estimate in the previous survey. 

 South Korea’s inflation rate fell within the central bank’s target range, highlighting the probability that they will keep policy rates 
unchanged next week. Consumer prices in January increased 3.4% year-on-year, slightly lower than the 3.6% expectation of 
economists and below the 4.2% uptick last December. 

 China’s official Purchasing Managers’ Index (PMI) for January registered at 50.5, slightly above the 50.3 reading in December. 
Economists surveyed by Dow Jones Newswires expected a reading of 49.5. Meanwhile, a separate PMI report from HSBC 
showed a reading of 48.8, slightly better than the 48.7 reading in December. A reading above 50 represented an expansion, 
while a figure below indicated a contraction. 
 

Global Bonds 

 

 Prices of long-term benchmarks in the US ended the week with gains as 
Greece struggled to reach an agreement with its private creditors 
regarding a debt-restructuring deal. The 10-year benchmark yield gave 
away 11.01 basis points while the 2-year note yield gained 1.17 basis 
points. On the other hand, the 30-year bond yield backed up 8.74 basis 
points. 

 
 
Currencies 
  

 Week-on-week, the US dollar ended mixed against its peers. Favorable 
economic data in the US and concerns on Greece’s debt problems 
helped the dollar appreciate against its European counterparts. 
Meanwhile, other safe havens, such as the British pound and the 
Japanese yen, appreciated against the greenback from a week earlier, 
suggesting that investors remained cautious despite positive economic 
numbers coming out of the US. The euro and Swiss franc weakened 
against the US dollar to 1.3169 and 91.52 centimes, respectively. On the 
other hand, the Japanese yen gained against the greenback to 76.22. 

 
The week ahead (February 6 – February 10) 
 

 Favorable economic data helped buoy investor sentiment in certain regions despite Europe’s lingering debt problems. If 
Greece’s funding still proves to be a problem, we may see equity markets retract from current levels. 

 For fixed income and currency markets, demand for safe havens rose as news emanating from the Greek nation prompted 
investors to be cautious. For the next week, if Greece’s credit situation does not improve, we see investors flock towards safer 
assets. 
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Philippine Financial Markets 
 
The Philippine bourse continued to rally this week, reaching a new high last Thursday. Similarly, prices of government 
securities improved as more investors banked on the country’s sound economic fundamentals. The Philippine peso 
strengthened against the US dollar as favorable US manufacturing data boosted optimism, and in turn, demand for the 
country’s currency. 

 

 Local Equities  
 
It had been an eventful week as the local bourse set an all-time high last 
Thursday after rallying for two days. The index dipped at the onset as 
renewed worries on the Euro-zone sovereign crisis thwarted investments in 
local stocks. The index, however, recovered on Tuesday and peaked on 
Thursday, breaching the 4,800 resistance. Investors seized the all-time high 
index on Friday, yielding a slight decline day-on-day. Week-on-week, the 
index rose 1.68%, to close at 4,758.57.  
 

 
Conglomerates  
 
 SM Investments Corp. has announced in its website Thursday that its board has approved the sale of US$250 million-

worth of five-year convertible bonds.  The lead bookrunners for the offering will be Citigroup Inc. and JPMorgan Chase 
& Co. Proceeds of the bonds will be used to refinance some of the company’s maturing obligations and for other 
general corporate purposes. 

 
Banks 

 
 In view of a stronger economy spurred by an increase in remittances and a healthier banking sector, Metropolitan Bank 

and Trust Co. (Metrobank) aims to strengthen its presence in Visayas and Mindanao where strong growth is coming 
from by putting up 50 more branches this year. The expansion will cost the company about Php5 to Php10 million per 
branch and would generate 7 jobs, on average, per branch. Metrobank’s income in 3Q2011 is Php3.9 billion, a 48% 
hike from 3Q2010 earnings. 
 

 According to a disclosure to the PSE, Philippine Savings Bank would offer up to Php3 billion-worth of unsecured 
subordinated Tier 2 notes. The issue has an indicative interest rate of 5.875% and will be issued at a minimum 
denomination of Php500,000 (and increments of Php100,000). The offer period will last from February 3 to February 
16. The tentative issue date is slated on February 24, 2012. 
 

Property 
 
 Sy-led SM Development Corp. launched its first condominium project this year, called Green Residences located near 

the De La Salle University (DLSU) on Taft Avenue in Manila. Green Residences is a five-star, single-tower, 50-storey 
condominium targeting students from nearby universities, including DLSU, College of St. Benilde, and St. Scholastica’s 
College. Pre-selling prices were pegged at Php1.5 million to Php3.5 million per unit. Company executives expect the 
residential unit completed by 2016. 
 

 Earnings of Global-Estate Resorts Inc. (GERI) in 2011 recovered to Php19.2 million from a net loss of Php15.3 million 
in 2010 on the back of realization of previous year’s real estate sales and cost efficiencies. Sales coming from Quezon 
City, Batangas, Laguna, Iloilo, and Cavite boosted revenues by Php38.99 million. On the expense side, the company 
managed to pull down total expense by 16% to Php802.54 million in 2011, from Php957.06 million in 2010. 

 
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 costs US$25 million, US$5 million of which has been paid to SuperFoods. 
Superfoods operates a chain of restaurants including Highlands Coffee, Pho24, and Hard Rock Café. 

 

27-Jan 3-Feb % Change

PSEi 4,679.89 4,758.57 1.68%

Philippine Stock Exchange Index
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Manufacturing 
 
 Tanduay Distillers Inc., wholly owned by Tanduay Holdings Inc., posted an unaudited net income of Php1.1 billion, a 

92% increase from 2010 figures despite a lackluster growth in sales volume. Sales volume grew by 1.4% this year, a 
slowdown compared to the 7.5% increase last year. However, average prices shot up by 7.4%, pulling revenues up. 
Currently, the Tanduay brand is the highest selling brand in the country with a 34% share in the market for distilled 
spirits.   

 
 
Telecommunications 
 

 Globe Telecom kicked off its capital spending, including the US$790-million 5-yr investment, with the signing of a 10-yr 
US$90 million floating rate term loan facility with China Banking Corporation. Last November, Fitch upgraded the firm’s 
long-term foreign and local currency issuer default ratings to BBB- from BB+ with a stable outlook. The debt-to-equity 
ratio as of September 30, 2011 was pegged at 1.04%. Meanwhile, service revenues and net income for 9M2011 
fetched Php49.99 billion and Php7.99 billion, respectively.   
 

 PLDT decided to convert its 78.83% stake in Digitel Capital Philippines’ bonds due 2014 (worth US$590 million) to 
14.64 billion Digitel shares or at an exchange ratio of one Digitel share for every Php1 of the bond. This move is in line 
with the company’s goal to consolidate its holdings in Digitel after it completed its tender offer for a 51%-stake in Digitel 
held by JG Summit Holdings Inc. Upon conversion, PLDT’s stake in Digitel would jump to 98%, leading them to file a 
petition to remove Digitel shares from the PSE. 

 
Transportation 
 

 Cebu Pacific Air (CEB) will start its long-haul flights in the third quarter of 2013. The company will lease a total of 8 
Airbus A330-300 aircraft to provide direct flights to as far as 
Australia, Middle East, Europe and US. The A330-300 is the one 
of the cheapest aircraft among the long-haul category allowing 
CEB to provide the lowest cost per seat than those currently 
offered in the market. 

 
Power 
 

 In a disclosure to the PSE, EDC entered into Joint Venture 
Agreements with Hot Rock Limited of Australia (HRL) on February 
2 to co-develop four geothermal exploration projects: the Calerias 
and Longavi projects in Chile, and the Quellaapacheta and 
Chocopata projects in Peru. EDC has obtained a 70% stake in 
each of the projects, while HRL took the remaining. A team of 
geothermal scientists will be deployed to Chile this month to start 
development activities. 

 
Philippine Bond Markets 

  

 Week-on-week, benchmark PDST-F reference rates declined by 16 basis 
points on average as investors banked on the country’s sound economic 
fundamentals. The decline in yields was most evident at the long end of the 
curve with the yields of the 10-, 20-, and 25-year benchmarks falling 16, 51, 
and 29 basis points, respectively. 

 The government held another successful bond sale. The bonds have a 
tenor of 20 years and a coupon rate of 5.875%. Bids fetched Php41.8 billion 
and were more than enough to cover the Php9 billion offer. The settlement 
date was set on February 2, 2012.  

 

 The government plans to raise Php85 billion through a sale of dollar-
denominated bonds onshore. A large portion of the fund will be used to 
finance operations and debt servicing of the state-run, Power Sector Assets 
& Liabilities Management Corp. In addition to the bond sale, the 
government plans to offer zero-coupon bonds and inflation-linked debt later 
this year.    

Tenor 27-Jan 3-Feb  Change

1m 2.07 2.07 0

3m 2.17 2.11 -7

6m 2.43 2.21 -23

1y 2.42 2.36 -6

2y 3.16 3.10 -6

3y 3.85 3.85 0

4y 4.60 4.51 -9

5y 5.07 4.84 -23

7y 5.28 5.02 -26

10y 5.37 5.21 -16

20y 6.50 5.99 -51

25y 6.44 6.16 -29

Average -16

Peso Yield Curve                                         

(PDST-F Reference Rates)

Tenor 27-Jan 3-Feb % Change

ROP13 1.70 1.67 3

ROP16N 2.75 2.29 46

ROP19N 3.89 3.21 68

ROP20 4.09 3.39 70

ROP21 3.93 3.44 49

ROP24N 5.03 4.40 63

ROP26 4.78 4.20 58

ROP30 5.39 4.66 73

ROP32 5.25 4.65 60

ROP34 5.25 4.70 55

Average 54

ROP Yield Curve
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 Government-controlled Government Service Insurance System has pledged US$300 million to a pension fund aimed to finance 
infrastructure projects under the private partnership program. This amount is on top of the Php200 billion worth of funds the 
company, along with Social Security System, Land Bank of the Philippines and Development Bank of the Philippines has 
previously committed.  

 
 
Philippine Peso 
 

 This week, the Philippine peso strengthened against the US dollar as favorable US manufacturing data boosted optimism, and in 
turn, demand for the country’s currency. The currency pair gapped down by 47.50 centavos week-on-week, settling at 42.600 on 
Friday. 

 The Philippine economy expanded by 3.7% both for 2011 and 4Q2011, while GDP rose by 0.9% quarter-on-quarter. Increased 
consumer spending, spurred by higher remittances and government spending towards the year end, helped cushion the 
negative effects of external shocks and weather-induced disruptions. With the benign inflationary environment and the lower-
than-forecast GDP read, the BSP will consider another interest rate cut of 25 basis points to 4.00% in the first half of the year. 
 

 The government is mulling over imposing taxes on oil imports on the back of rampant smuggling on petroleum products in the 
country. The goal is to impose a universal levy on all imported petroleum products then to reimburse those identified to truly 
merit tax imposition. The Department of Finance will write the bill to be implemented by the Bureau of Customs. Taxes, then, will 
be collected by the Bureau of Internal Revenue and reimbursements are to be determined and paid in cash by the Bureau of the 
Treasury.   
 

 The Department of Finance reported a 13% annual growth in government revenue in 2011 from last year’s Php1.09 trillion. 
According to Finance Secretary Cesar Purisima, this has been the highest level in over 10 years, considering that there were no 
additional taxes imposed and no assets were sold. Purisima attributes this achievement mainly to efficiency improvement.   
 

 The Philippine unemployment rate slid 0.3 percentage points in 2011, translating to 2.814 million jobless Filipinos this year. This 
suggested that the government was hitting employment growth at the right sectors, particularly in agriculture and services. 
 

 The BSP’s Senior Bank Loan Officers’ Survey for Q4 2011 showed that credit standards for loans to enterprises was generally 
unchanged as an equal number of banks tightened and eased lending standards during the quarter. Meanwhile, the same report 
depicted that all banks surveyed had unchanged credit standards for loans to households after 2 consecutive quarters of slight 
net easing. 

 
 

The week ahead (February 6  – February 10)  
 

 Expect a decline in the Philippine Stock Exchange index on the first half of the week as investors continue to lock in gains from 
this week’s rally. However, heightening speculations of another rate cut will counter declines. As such, we expect the index to 
trade sideways at the 4700-4800 range. For the fixed income and currency markets, we expect investors to focus more on 
events in the local economy such as the release of the inflation rate for January. If January’s inflation figure follows the 
consensus forecast of 4.0% (from 4.2% in December), expect demand for the country’s assets to grow. Finally, the Philippine 
peso should continue to take cue from developments in Western continents. Bernanke’s comments of low interest rates until 
2014 and improving sentiment in the Euro-zone should continue to support the peso.  

 


