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February 18, 2013 

Global Financial Markets 
 
Global markets ended mostly higher amid thin trading this week, despite a volley of downbeat economic data including a 

quarterly decline in Euro-zone GDP and a discouraging global outlook from the Organization for Economic Cooperation 

and Development. Safe-haven treasury prices and currencies had much to gain amid renewed concerns over the global 

economic backdrop. 

Global Equities 
 

Global equities managed to end the 

week slightly higher amid light 

trading, buoyed by positive global 

trade data and corporate earnings 

results. In particular, Asian markets 

traded steadily on thin volumes as 

most stock markets including China, 

Hong Kong and Taiwan were closed 

in light of the Lunar New Year 

Holidays which went on until 

Thursday. 

Investors stayed positive despite a 

discouraging statement from the 

Organization for Economic 

Cooperation and Development 

(OECD) earlier during the week. 

According to the OECD, the world’s 

largest economies will likely 

diverge, and as such a widespread 

recovery will probably not be 

happening anytime soon. The 

OECD’s leading indicator of 

economic activity which contains its 

34 developed-nation members crept up to 100.4 last December 2012 from 100.3 in November. These indicators, the firm said, 

showed diverging growth patterns in the economic outlook of major economies. Meanwhile, the institution added that the US and 

UK were showing signs of a “firming growth”. A similar assessment was given for Japan and Brazil. However, the euro-zone is still a 

“weak spot”, especially in France where growth is expected to “remain weak”.   

Throughout the week, economic data releases from the US and other parts of the world were mixed. 

 Retail sales in the US managed to pick up in January. Data released showed that retail and food service sales gained 

0.1%, meeting market estimate, to a seasonally adjusted US$416.6 billion. Year-on-year, sales climbed 4.4%. The uptick 

could be attributed to the increased spending at grocery stores and gasoline stations, though spending was flat or declined 

at restaurants, motor vehicle dealers and furniture stores. Analysts have stated that it was encouraging to note that 

consumers had maintained purchases, though at a slow pace, despite a reduction in their disposable incomes. 

 The number of jobless Americans filing for new unemployment claims dropped significantly in the week ended February 9. 

Initial jobless claims declined by 27,000 to a seasonally adjusted 341,000, much lower than the market estimate of 

360,000. Moreover, for the week ending February 2, continuing unemployment benefit claims dropped by 130,000 to 

3,114,000, also lower than market estimates of 3,205,000. 

 German exports improved last December as the total volume of exports hit a fresh all-time high, rising 0.3% month-on-

month after November’s 2.2% drop. Trade was strong with countries outside of Europe, especially the US, As ia and Latin 

America. Although exports declined 6.9% year-on-year in December, the figure still rose 3.4% for full-year 2012 to 1.097 

trillion euros.  

07-Feb-13 14-Feb-13 % Change

MSCI World 1,401.92 1,411.59 0.69%

MSCI Europe 97.62 98.91 1.32%

MSCI Asia-Pacific ex-Japan 474.81 482.09 1.53%

Dow Jones Industrial Average 13,944.05 13,973.39 0.21%

S&P 500 1,509.39 1,521.38 0.79%

Global Equity Performance
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 Data released yesterday showed that the Euro-zone’s 4Q2012 GDP contracted at the fastest quarterly pace in almost four 

years. During the final quarter of last year, the region’s GDP dropped by 0.6% quarter-on-quarter, lower than the market 

estimate of -0.4%. This was the third straight GDP decline and the fifth consecutive quarter of the region’s failure to 

expand. For 2012, GDP came out at -0.5% year-on-year. The German economy shrank 0.6% quarter-on-quarter amid 

weak exports and investments. Other large economies including France, Italy, Spain and the Netherlands have also 

contracted. 

 
Week-on-week, the MSCI World index inched up 0.69% led by the Asia ex-Japan region which gained 1.53% and the European 

region which gained 1.32%. US equities continued to pick up, with the Dow Jones Industrial Average index and the S&P500 index 

gaining 0.21% and 0.79%, respectively. 

 
Global Bonds 

 
US Treasury prices fell slightly during the week as the Treasury 
Department’s first two auctions for the week met fair to lukewarm demand.  

 

Last Tuesday, prices of Treasury bonds dipped after a sale of US$32 billion 
in three-year notes which drew lukewarm demand. The three-year notes 
fetched a yield of 0.411%, the highest since the April sale. Likewise, its 
US$24 billion 10-year note auction on Wednesday met lower-than-average 
demand. The notes were sold at an average yield of 2.046%, which was the 
highest yield for similarly-dated tenors since March.  

 

Treasury prices managed to gain ground on Thursday following the Treasury Department’s 30-year bond auction, which drew many 
investors by paying out the highest yield on this particular tenor for the past 10 months. The bonds were sold at an average yield of 
3.180%, which was still lower than the going market rate for 30-year bonds due to the better-than-anticipated demand. The yield 
was also the highest paid by the government since April 2012. During the auction, investors submitted US$2.74 worth of bids for 
every dollar of debt sold, which was higher than the US$2.59 average throughout the last eight 30-year sales. Analysts have stated 
that the demand during the auction was buoyed by renewed concerns over the state of global economic health. 

 

Week-on-week, the 2- and 10-year benchmarks rose 1.20 and 4.06 basis points to 0.262% and 1.997%, respectively. 

 
Currencies  
 
The euro nursed deep losses against its major trading counterparts 

earlier during the week as investors sold down the shared currency in 

response to ECB President Mario Draghi’s comments following the 

policy meeting held last week. Draghi warned that the euro’s high 

value was a risk to the region’s growth. Nearing the end of the week, 

the shared currency managed to push back losses on the back of 

good news from the US Federal Budget Balance and a sharp rise in 

Euro-zone industrial production, only to be dragged down once more 

by dismal GDP data from the Euro-zone on Thursday. Week-on-week, 

the euro declined 0.23% against the US dollar. 

 
The week ahead (Feb 18 – Feb 22) 

 
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 7-Feb 14-Feb  +/- bps

3m 0.066 0.096 3.04

6m 0.107 0.122 1.52

2y 0.250 0.262 1.20

5y 0.827 0.852 2.56

10y 1.957 1.997 4.06

30y 3.170 3.177 0.62

Currencies 

8-Feb 15-Feb % Change

USD/PHP 40.675 40.602 0.18%

EUR/USD 1.3365 1.3334 -0.23%

GBP/USD 1.5801 1.5507 -1.86%

USD/JPY 92.68 92.61 0.08%

AUD/USD 1.0319 1.0357 0.37%

USD/CHF 0.9174 0.9223 -0.53%

EUR/CHF 1.22649 1.22980 -0.27%

EUR/JPY 123.87 123.49 0.31%
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February 18, 2013 

Philippine Financial Markets 

 
A slew of positive economic news further underscored a resilient local economy, boosting demand for the country’s 
assets. The local equities index breached the 6,500 mark, and the peso rallied on encouraging news about remittances 
and exports growth. Meanwhile, strong buying interest on the long-end of the curve persisted due to anticipation of a 
well-received 10-year FXTN auction this week. 
 
 
 

Local Equities 
 

The Philippine benchmark equity index started the first day of the week 
strong, hovering around the 6,500 mark during the day before succumbing to 
profit-taking. Moreover, positive local economic news pushed the local 
equities market to end Wednesday on new all-time high of 6,527.99. 
However, gains were reversed on Thursday after reports of discouraging 
corporate news. Semirara Mining Corporation (SCC) and its parent company 
DMCI Holdings, Inc. (DMC) led the decline after an accident happened in the 
former’s Antique coal mine. The main-share index rebounded to end the 
week a bit higher on the back of better-than-expected OFW remittances. Week-on-week, the PSEi gained 62.97 points, or 0.97% 
higher, to close at 6,521.64. 
 
 

Conglomerate 

 
 Conglomerate San Miguel Corp. (SMC) has recently completed half of its US$600 million bond buyback from lenders. 

SMC said that it has repurchased bonds having an aggregate principal amount of US$259 million last February 7. The 

conglomerate also stated that its bond buyback is in line with the board’s approval authorizing management to 

refinance its existing financial obligations under such terms and conditions which are favorable and advantageous to 

the company. 

 GT Capital Holdings, Inc. (GTCAP) is planning to raise Php10 billion from fixed rate bonds this month and the 

Securities and Exchange Commission has already approved the company’s registration for these securities. GTCAP 

expects Php9.90 billion in net proceeds from the sale of 7- and 10- year bonds that carries an interest rate of 4.92 – 

5.27% and 5.25 – 5.6%, respectively. Moreover, the company said that the net proceeds from the sale will be used for 

general corporate requirements. 

Property 

 Ayala Land Inc. (ALI) has registered a net income of Php10.33 billion for 2012 or 27.69% higher from Php8.09 billion 

in 2011. Revenues which consist of real estate sales, interest and investment income, equity in net earnings of 

associates and other income, rose by 23.32% to Php54.52 billion. Meanwhile, costs and expenses also saw an 

increase, rising by 23.28% to Php41.30 billion. 

Utilities 

 
 Maynilad Water Services, Inc. (Maynilad) has allotted Php7.63 billion this year for the expansion and improvement of 

its services in the south of Metro Manila. Of the total amount, close to Php4.1 billion will be going to the construction of 

sewage treatment plants in Pasay and Muntinlupa and conveyance systems in Muntinlupa and Paranaque while 

approximately Php2.4 billion would go to extend the company’s primary, secondary and tertiary water pipelines in Las 

Pinas, Muntinlupa, Paranaque and some areas in Cavite. Moreover, around Php240 million would be allotted to 

projects that are designed to improve water availability and pressure while Php194 million would go to water loss 

reduction projects in Bacoor, Muntinlupa and Las Pinas. 

 
Power 
 

8-Feb 15-Feb % Change

PSEi 6,458.67 6,521.64 0.97%

Philippine Stock Exchange Index
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 Listed power company Aboitiz Power Corp. (AP) is looking to spend roughly Php85 billion over the next four years for 

its projects across the country. This was according to the company’s President and Chief Executive Officer, Erramon I. 

Aboitiz, during the Philippine Economic Briefing held at the Philippine International Convention Center in Pasay City 

yesterday. He added that the funds will be used to expand its 700-megawatt (MW) coal-fired power plant in Pagbilao, 

Quezon, the 300-MW coal-fired plant of its subsidiary in Davao, and some new hydropower projects, among others. 

Lastly, he stated that the Php85 billion would be sourced from a combination of equity and loans. 

 
Philippine Bond Markets  

 
The local fixed income market continued its rally as strong buying was 
observed on the long-tenored buckets, propelled by the country’s strong 
macroeconomic performance. During the week, a slew of positive 
economic news came out such as strong revenue collections and positive 
exports growth. Likewise, expectations of a strong demand for the 
upcoming 10-year FXTN auction further boosted demand on the 10-year 
tenor bucket. Week-on-week, yields declined by an average of 5 basis 
points with long end of the curve and the belly dropping by 19 and 3 basis 
points, respectively. 
 
 
 
Philippine Peso 
 
The Philippine peso rallied after a number of encouraging local economic 
news released this week, which further cemented the country’s strong 
macroeconomic backdrop. Week-on-week, the local currency gained 9.3 
centavos to close at 40.602. 
 
Cash remittances from overseas Filipinos for 2012 surpassed the central bank’s full-year 2012 forecast of 5%, posting an annual 
growth of 6.3% to US$21.4 billion for the period. The growth was primarily due to the strong demand for skilled Filipino workers 
abroad, particularly in the Middle East. Furthermore, the main sources of cash remittances were the U.S with 42.6% of the total 
followed by Canada, Saudi Arabia, the United Kingdom, Japan, the United Arab Emirates, and Singapore with 9.2%, 8.1%, 5.0%, 
4.7%, 4.5%, and 4.1%, respectively. Remittances from land-based workers rose by 11.4% to US$16.6 billion while remittances from 
sea-based workers climbed 4.9% to US$4.8 billion. 
 
Outbound shipments ended 2012 on a strong note, growing by 16.5% year-on-year in December. For the entire year, exports 
reached US$52 billion, 7.6% higher than the prior year. This likewise compared favorably with the 6.9% contraction recorded in 
2011. Month-on-month, total merchandise exports climbed 11.8% in December. 
 
According to a data from the Bangko Sentral ng Pilipinas (BSP) showed that money supply soared by 10.6% year-on-year in 
December last year to reach Php5.172 trillion from the Php4.674 trillion registered in the same period in 2011. On a monthly basis, 
seasonally-adjusted money supply rose by 1.3% compared with the 2.0% (revised) month-on-month increase in November 2012. 
The uptick was primarily due to the rise in net domestic assets (NDA) which expanded by 19.2% year-on-year. This was largely 
influenced by the sustained increase in net domestic credits which grew by 7.8% year-on-year propelled by the expansion in the 
claims on the private sector. 
 
Foreign direct investments (FDI) posted net inflows of US$102 million in November, the highest level since July according to data 
from the Bangko Sentral ng Pilipinas (BSP). However, this figure is 72.1% lower than US$366 million in the previous year. This 
brought the cumulative 11-month FDI to US$1.2 billion which is 1.1% higher year-on-year. The increase was brought about by the 
country’s encouraging macroeconomic environment which clearly indicated that foreign investors got attracted with the country’s 
assets. Gross placements of equity capital registered atUS$100 million during the month. 
 
Coconut oil exports soared by 81.35% to 115,186 metric tons (MT) in January 2013 from 63,517 MT reported in the same month 
last year. According to United Coconut Associations of the Philippines, Inc (UCAP) Executive Director Yvonne V. Agustin stated that 
the demand for the coconut oil improved and continued to “normalize” which caused the volume of product exports to rise. She 
added that coconut exports in January last year was particularly weak since major markets (US and Europe), where 80% of the 
country’s coconut oil exports are transported into, suffered from economic slowdown. 
 
 
 

Tenor 8-Feb 15-Feb  Change

1m 0.36 0.41 5

3m 0.30 0.45 16

6m 0.69 0.67 -2

1y 1.21 1.18 -3

2y 3.28 3.17 -11

3y 3.21 3.04 -17

4y 3.79 3.71 -7

5y 3.72 3.76 4

7y 3.89 4.07 18

10y 4.08 3.89 -19

20y 5.67 5.45 -22

25y 5.15 4.98 -17

Average -5

Peso Yield Curve                                       

(PDST-F Reference Rates)
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The week ahead (Feb 18 – Feb 22) 

We expect the local equities market to trade sideways with a downward bias and continue to consolidate following its recent run-up 
to record levels. The local main-share index will likely hover around the 6,500 level supported by better-than-expected overseas 
remittance figures especially on the property and consumer sectors. Our projected trading range for the PSEi in the coming week is 
between 6,460-6,580. 

We also see the local fixed income market trading sideways with a slight downward bias as market players position themselves for 
the upcoming 10 year FXTN auction. Meanwhile, strong inflows driven by the country’s robust economic performance will continue 
to strengthen the local currency. However, external economic factors such as developments within the Euro-zone and economic 
data releases from the US will also weigh in and would continue to affect market players’ risk appetite. 

 

 

 

 

 

 


