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February 20, 2012 

09-Feb-12 16-Feb-12 % Change

MSCI World 1,284.24 1,280.16 -0.32%

MSCI Europe 91.20 91.47 0.30%

MSCI Asia-Pacific ex-Japan 446.83 441.54 -1.18%

Dow Jones Industrial Average 12,890.46 12,904.08 0.11%

S&P 500 1,351.95 1,358.04 0.45%

Global Equity Performance
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  Global Financial Markets 
 
Global equity prices ended mixed week-on-week as investors were encouraged by jobs data in the US amid debt problems 
in Greece. For fixed income and currency markets, demand for safe-havens increased as positive economic data was 
overshadowed by Europe’s bailout struggle. 

 
Global Equities 

 
The global equity market ended the previous 
week mixed as Greece struggled in finalizing its 
second bailout package. Losses, however, were 
pared by upbeat economic reports from the US. 
The MSCI World and MSCI Asia-Pacific ex-
Japan ended up with a 0.32% and 1.18% 
decrease week-on-week, respectively. On the 
other hand, MSCI Europe was marginally positive 
by 0.30%. For the US, the Dow Jones Industrial 
Average inched up 0.11% while the Standard & 
Poor’s 500 Index gained 0.45%. 
 
US 

 Claims for unemployment benefits fell 
to the lowest level since 2008, 
surprising forecasters and signaling the 
recovery of the US’ labor market. Initial 
jobless claims fell to 348,000 in the 
week ended February 11, 2012. 

 Housing starts rose 1.5% to a 699,000 
annual rate for the month of January. In comparison, the market estimate was at 675,000. 

 Industrial production in the US was unexpectedly flat last month as declines in mining and utilities pared gains in 
manufacturing. In comparison, the market estimate for January was a 0.7% growth. 

 Sales at US retailers rose less than forecast last month due to an unexpected drop in purchases of 
automobiles. Advanced retail sales grew 0.4% in January compared to the market estimate of 0.8%. 

 Apple Inc., which gained 1.9% in Monday’s session, saw its shares pass the US$500 level for the first time in its 
trading history. Apple hit an all-time high of US$503.83 in the morning action to take the technology bellwether’s 
market capitalization to almost US$470 billion. 

 
Europe 

 Policy makers in the Euro-zone required the Greek government to approve austerity measures before taking its 
second bailout package (worth EUR130 billion) that would prevent a default in March. Specifically, they wanted 
Greece to provide details of EUR325 million in additional cuts.  

 The International Energy Agency revised its 2012 oil-demand growth forecast lower for the second time in a few 
weeks after the IMF revised its 2012 global economic growth forecast from 4.0% to 3.3%. The institution expected 
oil demand to grow by 800 thousand barrels per day, to 89.9 million barrels, 300 thousand barrels less than its 
January forecast. 

 Moody’s put several European financial institutions under credit watch. Barclays, BNP Paribas, Deutsche Bank, 
HSBC, the Royal Bank of Scotland, and Societe Generale were among those cited by the credit ratings agency. 
Societe Generale claimed that its fourth quarter net income cratered 89% driven in part by increasing writedowns 
of Greek sovereign debt. Similarly, BNP Paribas reported that it had increased writedowns. 

 
Asia 

 People’s Bank of China claimed in its website that it will closely monitor risks in the banking sector to fend off 
systemic problems that could undermine the country’s financial well-being. Chinese government officials are 
worried that China will face the consequences of monetary stimuli intended to boost economic growth. 

 China, America’s largest foreign lender, trimmed down its portfolio of US Treasuries, indicating that it may shift its 
funds to Europe to help ailing governments resolve their debt woes. Reports from the US Treasury Department 
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Currencies 

10-Feb 17-Feb % Change

USD/PHP 42.480 42.615 -0.32%

EUR/USD 1.3197 1.3138 -0.45%

GBP/USD 1.5755 1.5822 0.43%

USD/JPY 77.61 79.00 -1.76%

AUD/USD 1.0674 1.0770 0.90%

USD/CHF 0.9165 0.9190 -0.27%

EUR/CHF 1.20959 1.20737 0.18%

EUR/JPY 102.43 103.79 -1.31%

US Treasury Yield Curve

Tenor 9-Feb 16-Feb  +/- bps

3m 0.086 0.097 1.02

6m 0.112 0.122 1.02

2y 0.262 0.290 2.82

5y 0.853 0.856 0.31

10y 2.036 1.983 -5.37

30y 3.180 3.139 -4.16

showed that China’s holdings of US sovereign debt declined by US$31.9 billion to US$1.11 trillion, the lowest level 
since June 2010. China may support Europe through several channels including the International Monetary Fund, 
the European Financial Stability Facility, and the European Stability Mechanism. 

 Chinese property stocks waned Monday after reports claimed that local government officials of Wuhu city 
cancelled the granting of subsidies and tax exemptions to first-home buyers. The move highlighted the political will 
of the central government to cool the housing market. Analysts expected confidence in China’s housing market to 
worsen owing to dismal banking figures which registered lower than expected. 

 The Japanese economy contracted larger than forecasted in the last quarter of 2011 as an appreciating yen and 
floods in Thailand weighed on the country’s exports. The nation’s GDP registered a 0.6% quarter-on-quarter 
decline in the 4th quarter of 2011, less than the -0.3% to -0.4% growth economists expected. Year-on-year, 
Japan’s economy contracted 2.3% in the 4th quarter. 
 
 
 
 

Global Bonds 

 

 Prices of major benchmarks in the long end rallied as investors were 
cautious towards a possible Greek default in March. However, gains 
were trimmed after the US government announced their projected 
budget deficit for the year ending September 30, 2012. The 10-year 
benchmark yield fell 5.37 basis points while the 2-year note yield 
moved up 2.82 basis points. For the long end, the 30-year bond yield 
declined 4.16 basis points. 

 President Barack Obama announced that the government 
projects a budget deficit of US$1.33 trillion for the year ending 
September 30, equivalent to about 8.5% of gross domestic product. This would mark the fourth consecutive year 
of deficits exceeding US$1 trillion. 

 
 
Currencies 
  

 Week-on-week, the US dollar was slightly positive against its peers 
as demand for the safe haven was spurred by concerns in Europe. 
Although improvement in US economic data encouraged investors, 
Greece’s debt problems bolstered demand for safety assets. The 
euro and Swiss franc declined against the US dollar to 1.3138 and 
91.90 centimes, respectively. Similarly, the Japanese yen 
depreciated against the greenback to 79.00. 

 
The week ahead (February 20 – February 24) 
 

 This week, the global equity market moved based on developments 
in Greece. We expect investors to continue to monitor developments 
in the Mediterranean nation. If they are able to finalize requirements for their funding, a rally can be expected next week. 

 For fixed income and currency markets, demand for safe havens increased as investors remained cautious in spite of positive 
US data. For the next week, demand for safety assets may continue to go up once again if the credit situation for Greece does 
not improve. 
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Philippine Financial Markets 
 
Local equities rallied as investors shrugged aside concerns for Greece and focused on the US’ improving labor market. 
PDST-F reference rates retracted as investors believed that a dimming outlook on the global economy would prompt the 
Monetary Board to slash interest rates in March. Meanwhile, the peso weakened 13.50 centavos the probability of Greece’s 
default increased. 

 

 Local Equities  
 

 The local bourse reached new highs on Friday after consolidating earlier 
this week. Initially, the local bourse took cue from events in the local 
scene. Interest-rate sensitive sectors, namely the property and financial 
industries, led the index gain on hopes of further monetary easing after 
Governor Tetangco said last February 9 that the central bank still has 
monetary “policy space” to cut interest rates. Meanwhile, the mining 
sector dragged the index down on fears that the government will 
implement stricter mining policies. Towards the end of the week, the local 
equity benchmark took a big step forward, reaching a new high, owing to 
the US’ favorable economic numbers. Week-on-week, the PSEi jumped 2.03% to 4,880.71. 

 
 

Conglomerates  

 
 Roxas Holdings Inc. (RHI) reversed the previous year’s losses as it posted a net income of Php99 million for the first 

four months of its fiscal year despite a slight decline on revenues. The gains are attributed to higher margins, cutbacks 
on manufacturing, operating and financing costs, and improved efficiency on raw sugar production. The RHI Chairman 
reassured the company’s stakeholders that the said loss was just a “temporary setback” citing the shift in strategy 
mandated by the new management. 

 
Banks 

 
 Moody’s Investors Service warned local banks of possible credit rating downgrades due to the BSP’s termination of 

interest payments on reserves. In a move to align the reserve requirement framework with international standards, the 
BSP announced last Friday reforms including the scrapping of interest on revenues. According to Moody’s, this move 
would adversely affect banks’ net interest margins and might push them to resort to lending to credit-risky borrowers. 
 

 Demand for PSBank’s bond sale, which ended last Friday, was twice the Php3 billion offer size. Proceeds from the 
bond issuance will be used to expand the bank’s assets and to strengthen its capital base. 
 
 

Property 
 
 MPIC unit, Metro Pacific Tollways Corp. sets Php2.3 billion for the Segment 9 road project, a part of the North Luzon 

Expressway concession and the 94-km Subic-Clark-Tarlac Expressway (SCTEX). The company expects to start the 
Segment 9 project by the third quarter of this year. However, the company still waits for the awarding of the contract to 
maintain and operate SCTEX.   
 

 Megaworld Group, the developer of township communities, including Eastwood City, Manhattan Garden City, McKinley 
Hill, McKinley West and Newport City, reported unit sales amounting to Php37.1 billion for 2011. The 10,451 units sold 
for full year 2011 put the property developer to the number one spot among the residential developers in terms of units, 
sales value and total saleable area for the whole year of 2011. 
 

 Ayala Land jacked up its profit last year by 31% to Php7.14 billion on the back of improved margins and higher 
revenues across its residential, shopping center, office and hotel businesses. Consolidated revenues rose by 17% to 
Php44.21 billion, owing largely to its real estate business which grew by 16% to Php41.23 billion. Net income margin 
improved to 16% from 14% last year due to a stricter control on project costs and on direct operating expenses. 
 

 Ayala Land Inc. plans to raise Php10 to Php15 billion to partly finance its planned capital expenditure for 2012. The 
company targets to borrow the said amount from the domestic market through a combination of debt and bond 
issuance with tenors of 7 and 10 years within the first half of the year. 
 
 

10-Feb 17-Feb % Change

PSEi 4,783.52 4,880.71 2.03%

Philippine Stock Exchange Index



 

 This material, which is strictly for information purposes only, is for your sole use, does not constitute a recommendation or an offer to sell or a solicitation to buy any financial product. Any information is subject to change 
without notice and BPI is not under any obligation to update or keep current the information contained herein. You are advised to make your own independent judgment with respect to the matter contained in this 
document. No liability whatsoever is accepted for any loss that may arise (whether direct or consequential) from any use of the information contained herein. 
All funds managed by BPI Asset Management 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 20, 2012 

Tenor 10-Feb 17-Feb  Change

1m 2.00 1.97 -3

3m 2.06 1.97 -9

6m 2.62 2.53 -10

1y 2.75 2.63 -12

2y 3.06 2.95 -11

3y 3.85 3.84 -2

4y 4.34 4.28 -7

5y 4.74 4.74 1

7y 4.93 4.77 -16

10y 5.10 5.07 -2

20y 5.85 5.83 -2

25y 6.05 5.99 -6

Average -7

(PDST-F Reference Rates)

Peso Yield Curve 

Food and Beverage  
 
 The board of directors of Universal Robina Corporation, Gokongwei’s food manufacturing unit, approved the inclusion 

of the development and production of fuel ethanol in the company’s Articles of Incorporation. The said venture will 
make use of sugar molasses as feedstock from its sugar mills in Negros Occidental. 
 

 RFM Corporation boosted its 2H2011 earnings to Php291 million, 37% up from the company’s reported income during 
the first half of 2011, as it shifted its focus to its core food and beverage businesses. The new strategy bucked possible 
declines in sales growth arising from inflation concerns and weather-induced demand shifts. Overall, the company 
reported a decline in net income to Php503.8 million for FY2011. 
 

 Jollibee Foods Corp.’s (JFC) net income was steady in 2011 at Php3.25 billion, against the Php3.21 billion earnings 
recorded last year despite the acquisition of two major fastfood chains, Burger King and Mang Inasal. Meanwhile, 
system wide sales, a measure of all sales to consumers both from company-owned and franchise stores expanded by 
17% year-on-year. Local sales grew by 17.8%, almost half of which came from the newly-acquired Mang Inasal and 
Burger King businesses.    

 
 San Miguel Brewery Inc. expects to complete its Php20 billion bond sale by next month. The company has already filed 

an initial prospectus with the Securities and Exchange Commission for its planned 5-, 7- and 10-year tenor bonds last 
week. The bank tapped ING Bank N.V. to act as issue manager and joint lead manager while bookrunners include 
BDO Capital, HSBC Corp., SB Capital Investment Corp., and Standard Chartered Bank. 
 

 Philippine Rating Service Corp. assigned an Aaa-rating for the Php20 billion retail bond offering of San Miguel Brewery. 
The said bonds will have tenors ranging from 5 to 10 years. Proceeds from the bond issue are set for refinancing a part 
of the company’s outstanding Php38.8 billion debt which will mature on April 3 and a US$300-million term facility. 

 
Telecommunications 
 

 Globe Telecom Inc. is scheduled to seal a deal for a US$700 million joint venture with Huawei Technologies Co. and 
Alcatel-Lucent to modernize the company’s network. Of the amount, at least US$570 million will be spent this year and 
in 2013. 

      
Mining 
 

 Macquarie Bank Ltd. subscribed 150 million shares of NiHAO Mineral Resources, worth US$30 million, through a 
private placement.  The shares, which have a par value of Php1, will come from the company’s authorized but unissued 
capital.  
 

 Carmen Copper Corporation, a wholly owned subsidiary of Atlas Consolidated Mining and Development Corporation, 
boosted its income to Php2.54 billion for 2011, roughly thrice than the 2010 level on higher copper prices. Gross 
revenue increased by 41.2% to Php12.50 billion on the back of higher copper sales volume which rose by 15.8% to 68 
million pounds coupled with a 26.23% increase in copper prices to US$8,879 per ton. 

 
 
Philippine Bond Markets 

  

 Week-on-week, benchmark PDST-F reference rates retracted by 7 
basis points on the average as investors believed that a dimming 
outlook on the global economy would prompt the Monetary Board to 
slash interest rates in March. The decline in yields was evident across 
most benchmark tenors.  

 The Bureau of the Treasury auctioned on Tuesday a re-issue of the 7-
year fixed rate treasury notes with a coupon rate of 5.00%. Tenders 
fetched Php32.73 billion, 3.6x the offer size. Yields averaged at 4.50%, 
30.4 basis points lower than the average yield of its previous auction.  
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Philippine Peso 
 

 For the week, the Philippine peso declined 0.32% against the US dollar 
as market players worried about a disorderly Greek default.  

 Remittances from overseas Filipinos coursed through banks for FY2011 
jumped 7.2% to US$20.1 billion, slightly beating the 7.0% expectation 
of the BSP. Cash transfers from sea-based Filipino workers abroad, 
which accounted for 78.4% of total transfers, and land-based workers 
rose by 14.0% and 5.5%, respectively. On a monthly basis, remittances 
in December registered its highest monthly level at US$1.8 billion, 6.2% 
higher from November.  
 

 The Department of Finance proposed for a five-fold increase in the 
capitalization of pre-need companies in light of Prudential Plans’ 
financial woes. The proposed reforms on capitalization would be 
dependent on the number of plans they are issuing. Finance Secretary 
Purisima had reiterated that the implementation would be done in a 
staggered basis to give pre-need companies room to adjust to the new 
requirements. 
 

 The Department of Budget and Management increased its budget allocation for the health sector to Php49.9 billion, a third 
higher than previous year’s allocation. Bulk of the budget will go to the Department of Health, which will be receiving about 89% 
of the total budget followed by the National Health Insurance Program which will be receiving a total of Php12 billion. Budget 
Secretary Abad said that the move intends to improve the well-being of Filipinos and thereby make them more productive 
members of society. 
 

 The BSP approved only a half of the total foreign loans approved last year. According to data submitted by the BSP to the 
senate, approvals for full year 2011 amounted to US$4.7 billion, well below than the 2010 figure of US$9.3 billion. On a 
quarterly basis, approvals fetched US$648 million. 
 

 Data from the Bangko Sentral ng Pilipinas showed a net inflow in foreign portfolio investment of US$586 million for the month 
of January, 319% up from the  December figure and 250% higher from January 2010. Securities of listed companies accounted 
for almost half of the total amount at US$385 million, followed by peso-denominated government securities at US$199 million. 
On a country basis, UK, Singapore, US, Luxembourg and Hong Kong were the top 5 performers. 

 
 

The week ahead (February 20 – February 24)  
 

 In the absence of important economic releases in the Philippines, investors will focus on developments in the Euro-zone. If 
signs of a disorderly Greek default resurface, expect the equity and the bond markets to retrace. The peso should also weaken 
against the US dollar as investors sell-down risk assets. 

Tenor 10-Feb 17-Feb % Change

ROP13 1.7800    1.5020    28

ROP16N 2.2060    2.2070    0

ROP19N 3.0530    3.0090    4

ROP20 3.3860    3.3140    7

ROP21 3.4490    3.4410    1

ROP24N 4.3730    4.2970    8

ROP26 4.2540    4.2200    3

ROP30 4.6720    4.6700    0

ROP32 4.6660    4.6990    -3

ROP34 4.7360    4.7310    0

Average 5

ROP Yield Curve


