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Global Financial Markets 
 
Global markets started the week on an optimistic note, buoyed mainly by positive data releases which hinted at a slowly 

recovering economy. However, the bright sentiment was stifled later on during the week as worries over Europe’s stability 

were reignited by political discord in Spain and Italy. Most equities markets, save for the US, ended negatively. Meanwhile, 

safe-haven bonds stood to gain as investors adopted a risk-off sentiment amid renewed concerns over the Euro-zone. 

Global Equities 
 

Global equities started the week 

on a positive note as investors 

genially received the release of 

generally positive economic data 

from across the globe. However, 

concerns over political stability in 

Italy and Spain and a gloomy 

statement from Mario Draghi 

warning of a strong euro’s 

downside risks, dampened 

sentiment on Thursday and 

caused equities markets to end 

mostly lower. Over in Spain, 

Prime Minister Mariano Rajoy was 

hard-pressed to deny a scandal 

regarding supposed cash 

payments made to him. On the 

Italian side, former Italian premier 

Silvio Berlusconi vowed to throw a 

wrench into the government’s 

austerity drive ahead of the 

upcoming general elections on 

February 24 to 25.  

Data releases for the week were mostly positive and indicative of stirrings of recovery from the US, Europe and China, though 

speckled with some dark spots. 

 Last January, the US non-manufacturing sector expanded, though at a slower pace compared to December. According to 
the Institute for Supply Management (ISM), its non-manufacturing purchasing managers’ index for the month of January 
slid to 55.2, higher than the market estimate of 55.0 but lower than the downwardly revised 55.7 December figure. 
Likewise, the business activity/production index dropped to 56.4 from 60.8 and the new-orders index retreated to 54.4 from 
58.3.  

 Last December, US home prices increased for a tenth straight month on a year-on-year basis, concurrently posting the 
biggest gain in more than six years. According to data analysis firm CoreLogic, its home price index climbed by 0.4% on a 
monthly basis and 8.3% on a yearly basis, which was actually the biggest yearly increase since May 2006. Not including 
distressed sales, prices were higher by 0.9% month-on-month and 7.5% year-on-year. These, taken with the upward trend 
in home prices in 2012, point to a continued improvement in the US housing market recovery.  

 A compilation of labor-market indicators in the US slid this January. According to the Conference Board, its Employment 
Trends Index crept lower to 109.38 from an upwardly revised 109.47 last December 2012. Year-on-year however, the 
index rose by 2.7%.  
 

 Data released on Tuesday indicated that private-sector activity in the Euro-zone shrank at the slowest pace in ten months. 
Markit’s composite Purchasing Managers’ Index for the region rose to 48.6 in January from 47.2 in December. Any figure 
below 50 indicates a contraction. Not everything was a bed of roses, however, as retail sales for the month of December 
fell sharply by 0.8% month-on-month, versus market estimate of 0.5%, marking the largest monthly decline since April 
2012.  Year-on-year, the decline was at 3.4% against the market estimate of -1.4%.  

31-Jan-13 07-Feb-13 % Change

MSCI World 1,405.47 1,401.92 -0.25%

MSCI Europe 98.90 97.62 -1.29%

MSCI Asia-Pacific ex-Japan 478.15 474.81 -0.70%

Dow Jones Industrial Average 13,860.58 13,944.05 0.60%

S&P 500 1,498.11 1,509.39 0.75%

Global Equity Performance
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 The continuing contraction in Euro-zone manufacturing slowed down in January, moving to its healthiest level in almost a 
year. Financial information services firm Markit stated that its monthly PMI for the Euro-zone leapt to 47.9, compared to 
market estimates of 47.5, from preliminary readings of 47.5 and 46.1 last December. Though still at a contraction, this 
marked the slowest contraction in 11 months. This suggested that the industrial sector was moving closer to stabilization, 
after contracting for much of 2012. 

 The official measure of the manufacturing Purchasing Managers’ Index, published by China’s National Bureau of Statistics 
and the China Federation of Logistics & Purchasing, came in at 50.4 for January. While the result was above the 50-point 
threshold — showing that manufacturers in the survey saw higher levels of activity — it marked a decline from 50.6 in 
December’s survey. On the other hand, further data released showed that China’s non-manufacturing Purchasing 
Managers’ Index grew to 56.2 in January from 56.1 last December, according to the Beijing-based Bureau of Statistics and 
China Federation of Logistics & Purchasing. 

 
Week-on-week, the MSCI World index waned 0.25% led by the European region which lost 1.29%, followed by the Asia-Pacific ex-
Japan region which declined 1.29%. Meanwhile, US equities managed to close higher as pessimistic news from the Euro-zone was 
countered by upbeat economic data. For the week, the Dow Jones Industrial Average index and the S&P500 index gained 0.60% 
and 0.75%, respectively. 
 

Global Bonds 

 
US Treasury yields increased earlier during the week driven higher by 
positive payrolls, consumer confidence and manufacturing reports which 
indicated that the world’s largest economy was gaining momentum. 
However, over-all, US Treasury prices increased for the week as concerns 
over the Euro-zone’s stability were reignited by political turmoil in the region, 
causing investors to adopt a flight-to-safety stance. Week-on-week, the 2- 
and 10-year benchmarks declined 1.18 and 2.81 basis points, respectively. 
 
 
 

Currencies  
 
The euro started the week strong as investors drew strength from the largely 

encouraging economic data releases earlier on. However, gains were 

reversed by ECB President Mario Draghi’s dismal statement on the Euro-

zone’s economy, following the ECB’s monetary policy meeting ended 

Thursday. According to Draghi, an economic recovery in the euro zone will 

only come "later in 2013," further warning that the risks to that outlook are 

still biased to the downside. 

Meanwhile, the Japanese yen continued its descent after the Bank of 

Japan’s current Governor, Masaaki Shirakawa announced that he would be 

stepping down three weeks earlier for logistical reasons. This fuelled 

speculations that whoever replaces Governor Shirakawa would be pressured by the government to ease monetary policy in order to 

stimulate growth. 

Week-on-week, the euro declined 1.70% against the US dollar and gained 2.14% against the Japanese yen. 

 
 
The week ahead (Feb 11 – Feb 15) 
 
This week, movements of global markets were mainly driven by economic releases and political disturbances in Europe. For the 

week ahead, we expect markets to trade sideways with a slight downward bias as investors continue to watch and be wary of the 

developments over in Europe. Likewise, market-watchers will continue monitoring more economic releases from the world’s largest 

economy such as the country’s Trade Balance of Payments, Budget Deficit and more initial jobless claims reports. 

 

 

US Treasury Yield Curve

Tenor 31-Jan 7-Feb  +/- bps

3m 0.071 0.066 -0.51

6m 0.112 0.107 -0.51

2y 0.262 0.250 -1.18

5y 0.878 0.827 -5.14

10y 1.985 1.957 -2.81

30y 3.172 3.170 -0.16

Currencies 

1-Feb 8-Feb % Change

USD/PHP 40.695 40.675 0.05%

EUR/USD 1.3640 1.3408 -1.70%

GBP/USD 1.5693 1.5737 0.28%

USD/JPY 92.77 92.49 0.30%

AUD/USD 1.0407 1.0321 -0.83%

USD/CHF 0.9080 0.9171 -0.99%

EUR/CHF 1.23886 1.22967 0.75%

EUR/JPY 126.66 124.01 2.14%
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Philippine Financial Markets 

 
Upbeat corporate earnings news fuelled buying interest in the local equities market, breaching the 6,400 mark this week. 
Optimism on the country’s robust macroeconomic fundamentals further buoyed demand for local shares and drove 
liquidity into the local fixed income market resulting to higher prices of government securities. Meanwhile, sideways 
trading was observed in the local currency market as earlier gains were countered by ensuing political turmoil in the 
Euro-zone that deterred risk-taking. 
 
 
 

Local Equities 
 

The Philippine benchmark equity index breached the 6,400 level at the start 
of the week as corporate earnings news kept investors upbeat. On 
Wednesday, however, investors decided to lock in gains from the past days’ 
outperformance. Finally, the local main-share index bounced back towards 
the end of the week pulled up by a steady flow of foreign funds into the 
equities market which reached a new intraday high of 6,489.90. Week-on-
week, the PSEi gained 140.06 points, or 2.22% higher, to close at 6,458.67.   
 
 
 
 

Conglomerate 

 
 San Miguel Corp. (SMC) has recently set a US$35 billion investment plan as it looks to grow its businesses in its 

portfolio over the medium term. According to SMC president Ramon Ang, many of the company’s expansion plans for 

their big-ticket projects will be completed by 2014 or 2015. He expounded that the company would have completed 

their investments in two new power plants, planned airport project, Petron refinery expansion, mining investments and 

toll roads before 2016, before the end of President Aquino’s term. 

Property 

 
 Vista Land & Lifescapes, Inc. is planning to tap the equities market later this year to fund a portion of its capital 

expenditures of more than Php18 billion. Vista Land Chief Financial Officer and Compliance Officer Ricardo B. Tan 

added that the company will fund the amount mostly by internally generated funds. Mr. Tan also said that they will be 

raising funds either through the market or probably through debt. Moreover, he added that a portion of the company’s 

internally raised cash would be drawn from the Php636.07 million in proceeds raised from the recent sale of its 

Php133.91 million treasury stock. 

Financials 
 

 Security Bank Corp. reported that its net income for full year 2012 rose by 12% to Php7.5 billion from Php6.7 billion 
posted in 2011. The bank’s income translated to a 22% return on equity and 3.3% return on assets. Its net interest 
income went up by 8% as its loan portfolio expanded by 30% to Php119.6 billion with deposits rising by 19% to 
Php142.4 billion. Meanwhile, the bank’s non-interest income jumped by 44% mainly due to solid gains from securities 
trading, fees and charges. 
 

Power 
 

 Manila Electric Co. (Meralco) is looking to spend a total of Php95 billion as capital expenditure (capex) from 2013 to 

2019 to boost its distribution and generation business. According to Meralco president Oscar Reyes, the company will 

allot Php65 billion of the total capex for distribution while the remaining Php30 billion will go to power generation. The 

power company has earmarked Php13 billion for this year alone, bulk of which will be allotted for the upgrade of 

current facilities. Reyes added that Meralco is looking at different countries in the region for power generation and 

distribution. These include Vietnam, Myanmar, China and Thailand. 

1-Feb 8-Feb % Change

PSEi 6,318.61 6,458.67 2.22%

Philippine Stock Exchange Index
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Telecommunications 
 

 Globe Telecom, Inc. saw its net profit decline by 30.21% last year to Php6.86 billion from Php9.83 billion in 2011. The 
decrease was mainly attributed to the surge of its operating expenses which jumped by 11.88% to Php47.73 billion 
last year from its multi-billion peso network modernization program which started in the 1Q 2012. Meanwhile, the 
company’s consolidated service revenues went up by 6.39% to Php82.74 billion from Php77.77 billion on the back of 
increased revenues from its mobile, broadband and fixed line services. 

 

 
Philippine Bond Markets  

 
The local fixed income market rallied during the week with the long-end of 
the curve once again outperforming the short and medium-tenored 
buckets on strong buying fuelled by unsustained optimism on the 
country’s strong macroeconomic fundamentals, which also drove market 
liquidity. Week-on-week, yields declined by an average of 2 basis points 
with the long-end of the curve and the belly dropping by 10 and 1 basis 
points, respectively. 
 
The Bureau of the Treasury (BTr) sold Php15 billion worth of Treasury 
Bills during an auction held last February 4. The BTr awarded Php2 billion 
worth of 91-day T-bills at an average yield of 0.050%, Php5 billion worth of 
182-day T-bills at an average yield of 0.330% and Php8 billion worth of 
364-day T-bills at an average yield of 0.768%. Total tenders reached 
Php34.374 billion, more than twice the amount offered. 
 
 
Philippine Peso 
 
The Philippine peso exhibited sideways trading during the week as earlier 
gains from optimism on the country’s economic growth prospects were reversed by resurging concerns over the political stability in 
Europe. Week-on-week, the local currency gained 3 centavos to close at 40.675. 
 
Data from the National Statistics Office (NSO) revealed that inflation rate for the first month of 2013 registered at 3.0% year-on-year 
from 2.9% in December. The uptick was mainly attributed to double-digit annual growth in the beverages and tobacco index at 
17.3% in January from 5.1% in December. Furthermore, higher annual increases were seen in the indices of furnishing, household 
equipment and routine housing maintenance which grew by 4.9% in January from 4.8% in December, health at 3.3% from 3.1% and 
communication at 0.5% from 0.4%. For the month of January, month-on-month inflation rate reached 0.5%. 
 
The country’s gross international reserves (GIR) during the first month of 2013 registered at US$85.8 billion or US$2 billion higher 
than last month’s GIR of US$83.8 billion, according to the Bangko Sentral ng Pilipinas (BSP). This figure can cover 12.3 months’ 
worth of imports of goods and payments of services and income. It’s also equivalent to 10.7 times the country’s short-term external 
debt. The uptick was mainly due to inflows from the central bank’s foreign exchange operations and income from investments 
abroad as well as foreign currency deposits by the National Government (NG). 
 
The National Electrification Administration (NEA) has remitted dividends worth Php136 million to the government which represented 
its share in the agency’s earnings of around Php452 million in 2012. NEA Administrator Edita S. Bueno said the agency’s 
contribution to the government is in line with its efforts to ensure good governance as it strives for excellence by dutifully paying its 
obligations. NEA also explained that the Php136 million that was turned over to the Bureau of the Treasury (BTr) last January 29 
was the biggest dividend they paid in NEA history thus far. 
 
According to the Transportation Department, the Light Rail Transit Line 1 (LRT-1) expansion project worth Php60 billion is set to be 
bid out on May 27 this year. Should the auction become successful, it will make the project the third public-private partnership 
(PPP) contract awarded by the government. The government awarded the Daang Hari-South Luzon Expressway link worth Php1.96 
billion in 2011 and the School Infrastructure Project Phase 1 worth Php16.42 billion just last year. The Light Rail Manila Consortium, 
SMC Infra Resources, Inc., DMCI Holdings, Inc. and the MTD-Samsung Consortium have all pre-qualified for the project. 
 
According to the results of a Nielsen survey released just yesterday, Filipinos are among the most confident consumers in the 
world. This was likely brought about by the country’s healthy economic growth and better job prospects which in turn incited people 
the purchase more goods. Based on the Neilsen Global Survey of Consumer Confidence and Spending Intentions for the fourth 

Tenor 1-Feb 8-Feb  Change

1m 0.37 0.36 -2

3m 0.31 0.30 -2

6m 0.58 0.69 11

1y 1.17 1.21 4

2y 2.94 3.28 34

3y 3.43 3.21 -23

4y 3.88 3.79 -10

5y 3.79 3.72 -7

7y 3.89 3.89 0

10y 4.17 4.08 -10

20y 5.78 5.67 -11

25y 5.25 5.15 -11

Average -2

Peso Yield Curve                                       

(PDST-F Reference Rates)
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quarter of 2012, consumer confidence among Filipinos ranked second, behind India, at 119 points. Meanwhile, the global average 
has slipped by one point to 91 amid continued concerns regarding the Euro-zone’s crisis and the US’ fiscal cliff. 
 
The week ahead (Feb 11 – Feb 15) 

We expect Philippine stocks to trade sideways with a downward bias as investors are likely to cash in after an 11% run up during 
the first 5 weeks of trading. Market trading range for the week is between 6,350 to 6,500. Technical indicators remain overbought 
with RSI at 76, way above the standard 70 index.  

Moreover, successive releases of fourth quarter earnings from several blue chips within the next 2 weeks will further provide market 
support. Expect the market to position on companies that offer potential earnings surprises, particularly property and holding 
companies. 

In the coming week, investors will be focused on the release of overseas remittances figure scheduled to be released on Friday, 
February 15, as this will weigh on the performance of the local fixed income and currency markets. Moreover, investors wil l also fix 
their attention on developments on the global economic front particularly in the Euro-zone and the US.  

 

 

 

 

 

 


