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02-Feb-12 09-Feb-12 % Change

MSCI World 1,259.91 1,284.24 1.93%

MSCI Europe 89.97 91.20 1.37%

MSCI Asia-Pacific ex-Japan 439.36 446.83 1.70%

Dow Jones Industrial Average 12,705.41 12,890.46 1.46%

S&P 500 1,325.54 1,351.95 1.99%

Global Equity Performance
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Global Financial Markets 
 
Global equity prices moved up week-on-week as investors were encouraged by jobs data in the US. For fixed income and 
currency markets, demand for safe-havens decreased as positive economic data dampened the demand for safety. 

 
Global Equities 
 
The global equity market finished positive 
week-on-week due to encouraging jobs 
reports in the US. The gains, however, were 
pared by concerns in Europe. Investors 
remained cautious as Greece struggled in 
negotiating for its austerity measures with its 
creditors, something which went on for most 
of the week. The MSCI World, MSCI Europe 
and MSCI Asia ex-Japan hiked 1.93%, 1.37% 
and 1.70%, respectively. Likewise, the Dow 
Jones Industrial Average gained 1.46%, while 
the Standard & Poor’s 500 Index moved up 
1.99%. 
 
US 
 

 The US labor market recovery 
broadened in January as the jobless 
rate fell to the lowest rate in three years 
and nonfarm payrolls increased more 
than expected. The unemployment rate 
fell to 8.3%, while nonfarm payrolls 
increased by 243,000. The market estimates for the two were 8.5% and 160,000, respectively. 

 Claims for jobless benefits continued to drop after falling to a three-year low based on a previous report. Initial jobless claims 
fell by 15,000 to 358,000 for the week ended February 4, 2012. The market estimated a decrease to 370,000. 

 Orders to US factories increased in December for a second month. Bookings rose 1.1% from a revised 2.2% gain in November. 

 Mortgage applications in the US rose for the first time in three weeks on record-low borrowing costs. The Mortgage Bankers 
Association’s Index climbed 7.5% in the week ended February 3, 2012. 

 
Asia 
 

 China’s retail sector realized that it was not immune to the global economic slowdown as Chinese shoppers spent less during 
the holiday season. Holiday sales on the mainland climbed 16% to 470 billion yuan (US$75 billion), the lowest growth posted 
since 2009. 

 China’s National Development and Reform Commission announced that it will increase the ceiling on fuel prices by 300 yuan 
(US$47.54) per metric ton, effective from midnight Wednesday. Before the announcement gasoline and diesel prices were 
capped at 9,080 yuan per metric ton and 8,230 per metric ton, respectively. 

 Chinese Commerce Minister Chen Deming said exports probably fell in January after foreign trade slowed in the second half of 
last year, as he pledged to maintain “stability” in the yuan’s exchange rate. Overseas sales last month “cannot make us 
optimistic” and are “expected to have negative year-on-year growth due to Chinese New Year and other factors,” Chen said 
yesterday in a written response. 

 The South Korean central bank warned that its economy faces “downside risks” and may expand at a slower pace in the first 
half of 2012 than its long term trend. Risks included elevated inflation expectations, weak consumer and business sentiment, 
and high household debt. The banking regulator expected growth to accelerate in the second half as the global economic 
recovery starts to gather steam. The nation’s economy expanded 3.6% in 2011. 

 Indonesia’s central bank unexpectedly cut benchmark interest rates for the first time in three months, capitalizing on easing 
inflation to support growth in a deteriorating global economy. Governor Darmin Nasution and his monetary board lowered the 
reference rate by 25 basis points 5.75%. 
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Currencies 

3-Feb 10-Feb % Change

USD/PHP 42.600 42.480 0.28%

EUR/USD 1.3158 1.3263 0.80%

GBP/USD 1.5815 1.5810 -0.03%

USD/JPY 76.60 77.56 -1.24%

AUD/USD 1.0771 1.0690 -0.75%

USD/CHF 0.9182 0.9122 0.66%

EUR/CHF 1.20838 1.20977 -0.11%

EUR/JPY 100.79 102.87 -2.02%

US Treasury Yield Curve

Tenor 2-Feb 9-Feb  +/- bps

3m 0.076 0.086 1.01

6m 0.092 0.112 2.04

2y 0.223 0.262 3.94

5y 0.708 0.853 14.50

10y 1.821 2.036 21.52

30y 3.003 3.180 17.75

Global Bonds 

 

 Prices of major benchmarks in the US ended the week with losses as 
positive employment reports encouraged investors to take on more risk. 
The 10-year benchmark yield jumped 21.52 basis points while the 2-
year note yield gained 3.94 basis points. On the other hand, the 30-year 
bond yield increased by 17.75 basis points. 

 The US government sold US$24 billion worth of 10-year bonds at a yield 
of 2.02%, a figure which is slightly less than the market rate at the time. 
The bid-to-cover ratio was at 3.05 times compared to the 3.12 times 
average over the last eight sales of bonds with the same tenor. 

 The sale of US$16 billion worth of 30-year bonds posted a bid-to-cover 
ratio of 2.47 times, lower than the 2.75 times average over the past four 
sales of 30-year bonds. 

 
 
Currencies 
  

 Week-on-week, the US dollar weakened against its peers as demand for 
the safe haven continued to ease. An improvement in US economic data 
encouraged investors despite Greece’s lingering debt problems. The 
euro and Swiss franc gained against the US dollar to 1.3263 and 91.22 
centimes, respectively. On the other hand, the Japanese yen 
depreciated against the greenback to 77.56. 

 
The week ahead (February 13 – February 17) 
 

 This week, the global equity market was pushed up by improving economic data in the US despite downward pressures traced 
from Greece’s struggle in acquiring a bailout. Even though Greece struck a deal on new cuts, this still needs to be finalized and 
passed into parliament. As such, investors may continue to be cautious in the near term. 

 For fixed income and currency markets, demand for safe havens decreased as US employment reports encouraged investors 
to be optimistic. We expect investors to quickly flock back towards safety assets on news that depicts Greece’s credit situation 
is not improving. 
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Philippine Financial Markets 
 
Philippine equities traded sideways and ended on the green gaining 0.52% week-on-week. Benchmark PDST-F reference 
rates declined by 1 basis point on average as investors continued to bank on the country’s sound fundamentals and as 
they speculated another rate cut in March. Meanwhile, the peso appreciated by 12 centavos in the same period on the 
back of an improving global economy.  

 

 Local Equities  
 

 After reaching new highs at the start of the month, the local bourse had 
been relatively quiet last week. The main share index traded sideways 
hovering between 4,755 and 4,816. On Monday, financials enjoyed 
significant gains, benefitting from the BSP’s announcement of a 3 
percentage point cut in the reserve requirement ratio. Consequently, the 
limelight shifted to the “big caps” which guided the direction of the index 
during the latter part of the week. Value turnover peaked on Wednesday to 
Php14.02 billion. Meanwhile, foreigners remained net sellers, liquidating a 
total of Php3.17 billion for the week. Week-on-week, the Philippine Stock 
Exchange gained 0.52%, closing at 4,783.52 on Friday.    

 
 

Conglomerates  

 
 Aboitiz Equity Ventures Inc. purchased an additional 31.65 million shares of its power generation unit Aboitiz Power 

Corp., amounting to Php933.67 million. Aboitiz Power generated a total of Php16.2 billion in earnings for 9M2011, 12% 
lower than that of the 2010 figure of Php18.5 billion. The drop is primarily due to the Php721 million one-time gain in 
2010. 
 

 San Miguel Corp. is seeking a loan amounting to about US$500 million to be used to finance a toll road venture in the 
country, according to a Bloomberg report on Friday. Unconfirmed reports identified Standard Chartered Plc. as one of 
the lead arrangers of the facility.  
 

 In disclosures to the stock exchange, Sy-led companies, SM Prime Holdings and SM Investments, confirmed that the 
SM Group is in the process of acquiring a majority stake in Ortigas Holdings Inc. However, Concrete Aggregates 
Corporation, a subsidiary of Ortigas & Company has denied, through a stock exchange disclosure, knowledge of such 
negotiations. Philippine Daily Inquirer reported on Wednesday Henry Sy Sr.’s plans of buying into the 16-hectare 
Greenhills shopping complex estimated to be worth US$1 billion.  
 

 
Banks 

 
 BDO Unibank, Inc. announced on Monday a proposal to issue U.S. dollar denominated fixed rate senior notes to be 

sold to both local and international investors under the Reg S format. The Bank chose UBS as sole bookrunner which 
will also act as Joint Lead Manager together with BDO Capital & Investment Corp for the said issuance. Books closed 
last Tuesday, February 7. 
 

 Security Bank Corp. (SECB), issued long-term negotiable certificate of deposits (LTNCD) with an annual interest rate of 
5.5% for a seven-year tenor, amounting to Php5 billion. The issuance of LTNCDs will allow the bank to expand its 
deposit base and strengthen its balance sheet by having longer-term liabilities in its books. Proceeds from the issuance 
of the LTNCDs will be used for the company's expansion projects. SECB posted an unaudited net income of Php6.7 
billion and a 25% return-on-equity for FY 2011. 
 

 Rizal Commercial Banking Corp. beefed up its earnings in 2011 to Php5.01 billion, up by 18% from Php4.25 billion in 
2010 on the back of growth in trading gains, service and trust fees, and commissions. Non-interest income rose by 15% 
in 2011 but income coming from trading gains, service and trust fees, and commission grew by 74%, or a total of 
Php7.11 billion.     
 
 

Property 
 
 The Provincial Government of Cebu granted Manila Water Consortium, comprised of Manila Water Company, Inc., 

Viscal Development Corp., and Stateland, Inc., full rights to develop, operate and maintain a bulk water system in 

3-Feb 10-Feb % Change

PSEi 4,758.57 4,783.52 0.52%

Philippine Stock Exchange Index
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Cebu. The consortium and the provincial government of Cebu will have a 51%-49% equity share, respectively. The 
water, to be sourced from the Luyang River, will supply a portion of the water requirements of the northern and 
southern parts of Cebu. 
 

 In a stock exchange disclosure, Vista Land & Lifescapes, Inc. planned to add eight more vertical residential 
condominiums with a total value of Php10 billion, two of which cost Php3 billion and the other six condominiums cover 
for the remaining. In addition, the firm planned to tap five new areas for acquisition. Though over expansion is still a 
major concern, a well received perception by the market boosted by a growing home and property sales encouraged 
the company to develop additional phases of existing projects.  

 
Manufacturing 
 
 Taking advantage of the low interest rate environment and the huge liquidity in the market, San Miguel Brewery has 

considered raising Php20 billion from a bond sale with tenors ranging from 5 to 10 years. Part of the fund was allocated 
for bond payments maturing in April and the remaining will serve as an advance payment of a US$300 million loan. 

 
Oil & Energy 
 

 Phoenix Petroleum Philippines, Inc. posted a net income of Php510 million for FY2011, an improvement from the 
Php427 million recorded a year ago following the surge in oil prices as well as an increase in the fuel sales volume. The 
expansion to 220 branches by year-end 2011 boosted the company’s fuel sales volume which increased by 52%. 

 
Media 
 

 GMA President and Chief Operations Officer Gilberto Duavit Jr. 
has reiterated the company is not for sale but has emphasized 
that it is completely different from saying that the company may 
be for sale at the right price as what GMA chairman Gozon has 
been quoted as stating. Meanwhile, GMA Network, Inc. reported 
a weak growth this year mainly due to major cutbacks in 
advertising spending here and abroad. However, the company 
remains to be optimistic as they top the ratings provided by 
AGB Nielsen. 

 
 
 

Philippine Bond Markets 
  

 Week-on-week, benchmark PDST-F reference rates declined by 1 basis 
point on average as investors continued to bank on the country’s sound 
fundamentals and as they speculated another rate cut in March. Market 
players also tried to minimize re-investment risk, taking positions before 
government securities, worth Php91 billion, mature on February 21. 
Much of the demand was seen in the long end with the 10-, 20-, and 25-

year tenors retracting by 11, 14, and 10 basis points respectively. 

 Investors still opted for longer-dated notes causing the yields on the 91-, 
182- and 364- day T-bills to pick up, surpassing the prevailing PDEx 
rates of their counterparts on Monday’s auction. The 91-day T-bill rose 
9.4 basis points to an average of 1.768%, but 10.7 basis points lower 
than its corresponding 1.875% set for done deals in the secondary 
market. Both the six months and 1 year tenor bonds edged out their 
corresponding rates in the secondary market by 25 basis points and 25.5 
basis points, respectively, yielding average rates of 2.235% and 2.405%. 
The government awarded only a total of Php7.9 billion, below the Php9 
billion offer, allowing the yields on the respective notes to increase. 

 

 The Bureau of the Treasury announced the issuance of 15-yr and 20-yr 
tenor bonds on February 21, amounting to a minimum of Php20 billion 
each. The government has targeted small and institutional investors in 
the country for the said bond sale, taking advantage of the huge liquidity 

Tenor 3-Feb 10-Feb % Change

ROP13 1.6730    1.7800    -11

ROP16N 2.2890    2.2060    8

ROP19N 3.2070    3.0530    15

ROP20 3.3920    3.3860    1

ROP21 3.4430    3.4490    -1

ROP24N 4.3970    4.3210    8

ROP26 4.2000    4.2540    -5

ROP30 4.6600    4.6720    -1

ROP32 4.6500    4.6660    -2

ROP34 4.6980    4.7360    -4

Average 1

ROP Yield Curve

Tenor 3-Feb 10-Feb  Change

1m 2.07 2.00 -8

3m 2.11 2.06 -5

6m 2.21 2.62 42

1y 2.36 2.75 39

2y 3.10 3.06 -3

3y 3.85 3.85 0

4y 4.51 4.34 -17

5y 4.84 4.74 -11

7y 5.02 4.93 -9

10y 5.21 5.10 -11

20y 5.99 5.85 -14

25y 6.16 6.05 -10

Average -1

Peso Yield Curve                                         

(PDST-F Reference Rates)
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in the market as well as the low interest rate regime. Proceeds of the bond sale will be used to pay off part of the government’s 
maturing financial obligations. The sale period will end on February 28.   
 

 
Philippine Peso 
 

 The currency pair marked its fifth straight weekly gain on the back of a favorable outlook on emerging countries in Asia. Investor 
sentiment was also spurred by the ongoing negotiations on Greece’s debt restructuring, strengthening hopes that the country’s 
sovereign crisis will finally come to a resolution. The Philippine peso rebounded by 12 centavos week-on-week, closing at 
42.480 on Friday  

 The Bangko Sentral ng Pilipinas (BSP) cut the reserve requirement ratio for banks to 18%, 3 percentage points lower. Along 
with the reserve requirement ratio adjustment, BSP has imposed additional measures including: a) placing 100% of the required 
reserves in the central bank’s vault and b) elimination of interest payments on the reserves to ensure the effectiveness of the 
reserve requirement as a monetary policy tool. 
 

 Philippine inflation eased to 3.9% in January, lower than the 4.2% recorded a year ago. On a monthly basis, inflation rose 0.4%. 
With the release of a lower-than-expected inflation, Governor Amando Tetangco said that the Philippines still have policy space 
to support growth and will continue to be watchful of weather-induced price disruptions.      
 

 The government will kick off its public partnership program with the expansion of the Metro Manila Light Rail Transit Line 1 (LRT-
1). Bids on the said project, costing around Php60 billion, will be solicited next month upon seeking an approval from the 
National Economic and Development Authority. Aside from the construction of the LRT-1 extension to Bacoor, the offer includes 
the operations and management of the infrastructure. 
 

 According to the BSP, bank lending rate in the country grew by 19.3% to Php2.79 trillion in 2011. The BSP reported a 6.3% 
growth year-on-year in the country’s M3 to Php4.7 trillion.  
 

 The National Statistical Coordination Board reported that the nation’s exports contracted by 3.8% to Php2.78 trillion in 2011 as 
the crisis in the US, the Euro-zone and the MENA region dampened demand for the country’s products. Service exports grew, 
albeit at a slower pace, by 3.4%, compared to a 6.5% uptick in 2010. On the other hand, exports of goods, constituting roughly 
80% of overall exports, recorded a 5.3% drop in the same year. 
 

 Foreigners visiting the country grew as much as 11.28% to 3.917 million and 4.6% higher than the 3.7 million target as data from 
Department of Tourism showed. DoT expects the accelerated trend to continue next year with the launching of their new 
campaign in December. This year, the department has targeted 4.2 million visitors.  
 

 Data from the National Statistical Office showed that the country’s exports dropped 20.7% from a year earlier to US$3.33 billion 
in December mainly caused by a sluggish demand for electronic products. 
 

 Electronic sales, which accounts for about half of the total exports, contracted by 32.7% year on year and 0.7% month on month, 
following a 34.4% and 19.3% contraction, respectively, in November. Country-wise, shipments to Asia suffered the most from 
the impact of Euro-zone crisis, with exports to Singapore contributing the largest decline of 47.3% on a yearly basis.      
 
 

The week ahead (February 13  – February 17)  
 

 The outlook in emerging countries, including the Philippines, had been favorable during the past weeks. We expect the better 
outlook, as compared to developed nations’, to continue to attract fund flows and help bolster the peso. However, we expect 
local equities to trade sideways, between 4,750 and 4,850, as investors wait for further developments in Greece’s debt dilemma. 

 


