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February 25, 2013 

Global Financial Markets 
 
Global markets nursed losses for most of the week as investor sentiment was weighed down by recurring concerns for 

the Euro-zone amid a slew of disappointing economic data. Minutes of the Federal Open Market Committee meeting 

released during the week showed that members of the Fed were debating on its bond buyback plan, which ignited fears 

that an early end to the QE3 program would damage the world’s largest economy. 

Global Equities 
 

Global equities surrendered 

the previous week's gains as 

investors sold off on their 

equity positions following the 

release of some disheartening 

global economic data, 

especially from the Euro-zone. 

Some markets did manage to 

gain ground earlier on the 

back of better than expected 

German sentiment data, but 

ended Thursday negatively 

following the release of the 

Federal Open Market 

Committee (FOMC) meeting 

minutes. Minutes of the 

meeting held last January 29-

30 showed that Fed officials 

were worried about the costs 

and risks arising from the 

US$85 billion-per-month asset 

purchase. This was a cause of 

concern for some investors as 

they surmised that exiting from 

the QE3 earlier than planned 

would have adverse effects on 

the recovering US market, 

which in turn would drag down the global economy.  

 

Economic data releases for the week were somewhat downbeat, but specked with some bright spots from the US and Germany.  

 In the US, data released showed that consumer sentiment improved for the month of February. The Thomson 

Reuters/University of Michigan's preliminary reading on the overall index of consumer sentiment climbed to 76.3, beating 

the market estimate of 74.8, from 73.8 last January. The current conditions barometer registered at 88 from 85, while the 

gauge of consumer expectations increased to 68.7 from 66.6.  

 

 Based on the National Association of Home Builders' (NAHB) housing-market index, US home builders' confidence 

dropped for the first time in ten months this February.  The NAHB's housing-market index dropped to 46, lower than the 

market estimate of 48, from January's 47. Note that January's print was the highest since April 2006.  

 

 Last January, US housing starts fell 8.5% month-on-month, much worse than the market estimate of -3.5%, to a 

seasonally adjusted annual pace of 890,000. On the other hand, December's housing starts figure was upwardly revised to 

a rate of 973,000 new homes from the previous figure of 954,000. Year-on-year, however, new home construction leapt 

23.6%. The biggest contributor to this rise was the construction of single-family homes (+0.8% month-on-month and +20% 

year-on-year), which comprised of about two-thirds of housing starts last month. 

14-Feb-13 21-Feb-13 % Change

MSCI World 1,411.59 1,392.11 -1.38%

MSCI Europe 98.91 97.86 -1.06%

MSCI Asia-Pacific ex-Japan 482.09 477.78 -0.89%

Dow Jones Industrial Average 13,973.39 13,880.62 -0.66%

S&P 500 1,521.38 1,502.42 -1.25%

Global Equity Performance
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 Last December, Euro-zone exports and imports both with exports of goods from the zone falling a seasonally adjusted 

1.8% month-on-month, and imports declining a steeper 3.0%, which further highlighted illustrated the fragile state of 

domestic demand in the zone. The trade surplus rose to 12.0 billion euros in seasonally adjusted terms. That is the highest 

for any month on record, going back to January 1999. 

 

 Last December, output in the Euro-zone construction industry fell at an accelerated rate as production in the construction 

industries fell 1.7% month-on-month, which was a steeper decline than November's 0.4% drop. Year-on-year, production 

was down 4.8%, posting the steepest annual drop since July. 

 

 German employment rose to its highest level in 20 years. As of the fourth quarter of 2012, around 41.9 million German 

people were employed. Staffing levels rose 0.8% year-on-year despite the economy having contracted 0.6%. Note that 

around 75% of the increase in employment was due to service providers taking on new employees. 

 

Week-on-week, the MSCI World index fell 1.38%, led by the European region which declined 1.06% and the Asia Pacific ex-Japan 

region which slid 0.89%. US equities also ended in the red as the Dow Jones Industrial Average index and the S&P500 index 

surrendered 0.66% and 1.25%, respectively. 

 
Global Bonds 

 
US Treasury prices had much to gain even after some bargain-hunting 
which occurred earlier during the week. Yields were pushed down as 
investors fled to safe-haven bonds amid a raft of discouraging economic 
releases and as market players speculated on the possible effects of an 
early end to the Fed’s quantitative easing program. Week-on-week, the 2- 
and 10-year benchmarks gave back 1.20 and 2.08 basis points, 
respectively. 

 
 
Currencies  
 
The euro continued to struggle against its major currency peers but failed to 

gain back lost ground during the week as investors remained risk-averse 

amid the uncertain Euro-zone economic backdrop. Moreover, traders were 

cautious as they digested the minutes of the Fed’s latest FOMC meeting 

released just this week. Week-on-week, the euro lost 1.77% and 0.96% 

against the Japanese yen and the US dollar, respectively. 

 
 
 
 
 
 
The week ahead (Feb 25 – Mar 01) 
 
Markets were down-trodden as market sentiment was dampened by mostly negative data releases for the week, and this gloomy 

mood was further underscored by concerns over the Fed’s forthcoming actions towards the US economy. For the week ahead, we 

expect markets to trade sideways with a slight downward bias as investors take a defensive stance amid a wavering global 

economy. Market watchers will also be looking out for more economic releases from the US such as initial jobless claims, the New 

Orders index and the ISM’s Manufacturing Purchasing Managers Index. 

 

 

 

US Treasury Yield Curve

Tenor 14-Feb 21-Feb  +/- bps

3m 0.096 0.122 2.54

6m 0.122 0.127 0.51

2y 0.262 0.250 -1.20

5y 0.852 0.836 -1.63

10y 1.997 1.977 -2.08

30y 3.177 3.167 -0.94

Currencies 

15-Feb 22-Feb % Change

USD/PHP 40.602 40.720 -0.29%

EUR/USD 1.3360 1.3232 -0.96%

GBP/USD 1.5518 1.5249 -1.73%

USD/JPY 93.50 93.07 0.46%

AUD/USD 1.0305 1.0288 -0.16%

USD/CHF 0.9218 0.9303 -0.91%

EUR/CHF 1.23166 1.22728 0.36%

EUR/JPY 124.96 122.79 1.77%
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February 25, 2013 

Philippine Financial Markets 

 
It was another good week for the Philippine equities and local fixed income markets as investors remained optimistic on 
the country’s positive outlook. The local equities index breached the 6,600 mark on the back of positive corporate 
earnings results. Meanwhile, local bond yields declined as buying interest persisted given the country’s strong 
fundamentals. The Philippine peso weakened following the release of the Fed’s latest FOMC meeting minutes. 
 
 

Local Equities 
 
The Philippine benchmark index registered four all-time highs before retreating on the last 
trading day of the week. The local equities market breached the 6,600 mark for the first 
time on the back of high liquidity and optimism on corporate earnings.  Gains from Sy-led 
companies contributed to the ascent in the local main-share index after SMPH released 
better-than-expected 2012 earnings results and amid speculation of a possible merger 
between the mall and property units of the SM group. Most stocks declined during 
Thursday’s trading but the local equities market managed to breach its 20

th
 record high 

this year as some stocks were able to push the benchmark index in positive territory 
during the last minute run-up. The local equities market, however, took a breather to end 
its five-day rally after investors succumbed to profit-taking.  Week-on-week, the PSEi 
gained 143.42 points, or +2.20%, to close at 6,665.06. 
 
 

Conglomerate 

 Sy-led property developer SM Prime Holdings Inc. (SMPH) reported a 16% increase in its net income last year. For 

2012, the company raked in Php10.53 billion compared to the Php9.1 billion registered in 2011. This marked the 

second consecutive year that the company has exceeded its targets of a 12-15% annual growth in income. SMPH 

disclosed that its better-than-anticipated performance was mainly due to rental income from the new malls launched in 

2011 and 2012, as well as strong same-store rental growth of 8%. Mall operations in China likewise improved, with net 

income rising 24% to Php1.10 billion in 2012 from Php890 million in 2011.  

 The International Finance Corp. (IFC) has recently approved a US$100 million investment in Rizal Commercial 

Banking Corp. (RCBC). IFC said that the IFC Capitalization Fund agreed to invest roughly US$100 million in the 

common shares of RCBC to expand the bank’s capital base as it anticipates the implementation of Basel III next year. 

It also planned to increase lending to micro, small and medium enterprises and other underserved communities. 

Property 

 Property Developer SM Development Corp. (SMDC) reported that its net income in 2012 soared by 17.37% to Php4.9 

billion from Php4.175 billion registered in 2011. The increase was brought about by improvement in its real estate 

sales and volumes during the year. Real estate revenues grew 33.47% to Php21.6 billion in 2012 as the company was 

able to sell 12,614 units during the same period as compared with 11,726 units in 2011. Meanwhile, reservation sales 

rose by 20.53% to Php31.7 billion last year from Php26.3 billion in 2011 which surpassed its full year target of Php28 

billion to Php29 billion. 

Financial 
 

 Rizal Commercial Banking Corp. (RCBC) reported that its net income for 2012 came out at Php6.21 billion. The 

amount is 23.95% higher than the previous year’s Php5.01 billion and translated to a 15.52% return-on-equity and 

1.77% return-on-assets. The bank’s net interest income totalled Php11.45 billion, or 6.51% higher than 2011.  Its loan 

portfolio rose 2.88% to Php190 billion last year while trading and foreign exchange gains expanded by 32.9%. On the 

other hand, the bank’s expenditures showed that its operating expenses went up by 8.44% to Php13.27 billion as it 

migrated to a new core banking platform which is part of a five-year plan that aims to gain a bigger market share. 

 
 
 
 
 

15-Feb 22-Feb % Change

PSEi 6,521.64 6,665.06 2.20%

Philippine  Stock Exchange  Index
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T enor 15-Feb 22-Feb  Change

1m 0.41 0.39 -2

3m 0.45 0.49 4

6m 0.67 0.68 1

1y 1.18 1.20 2

2y 3.17 2.51 -67

3y 3.04 2.86 -18

4y 3.71 3.34 -38

5y 3.76 3.49 -28

7y 4.07 3.99 -8

10y 3.89 4.15 26

20y 5.45 5.40 -5

25y 4.98 4.99 1

Average -11

Peso Yie ld Curve                                        

(PDST-F Reference Rates)

Mining & Oil 
 

 DMCI Mining Corp., subsidiary of listed DMCI Holdings, Inc., has beefed up its stake in London-based Toledo Mining 

Corp. PLC to 37.7% from the previous 17%. According to DMCI Mining President Cesar Simbulan said the firm bought 

20.7% of Toledo for roughly GBP5 million made possible by the acquisition of Jason Cropper’s share. Moreover, 

DMCI will make a mandatory cash offer for the remaining shares of Toledo at 50 pence apiece worth around GBP24.9 

million. 

 
Philippine Bond Markets  

 
For the week, sustained optimism on the country’s strong macroeconomic 
fundamentals continued to boost demand for longer-tenored government 
securities. This strong preference for government bonds was evident in the 
recently held 10-year FXTN auction where total bids fetched nearly four 
times the amount offered. This initially placed pressure on 10-year yields 
which declined after the auction, though investors quickly booked profits 
thereafter. In general, yields dropped by an average of 11 basis points for the 
week. 
 
The Bureau of the Treasury sold Php25 billion worth of 10-year Fixed Rate 
Treasury Notes at an auction held last February 19. The notes were sold at 
an average yield of 3.410% and a coupon rate of 4.000%. The average yield 
was lower than the 4.046% average yield during the last auction of 10-year 
FXTNs held last December 2012. Total bids amounted to Php97.49 billion, 
nearly four times the total amount offered. 
 
 
Philippine Peso 
 
The Philippine peso weakened as the minutes of the Federal Market Open Committee (FOMC) held last January 29-30 showed that 
the members were divided on whether to continue the Fed’s bond buyback program. Investors were wary that the early end of the 
program would delay the growth of the largest economy. For the week, the peso surrendered 8.8 centavos, to close at 40.690 on 
Friday.  
 
Data from the Bureau of the Treasury (BTr) showed that the outstanding debt of the National Government (NG) as of December last 
year rose by 9.8% to Php5.437 trillion from Php4.951 trillion registered in 2011. The amount was also 1.66% more than Php5.348 
trillion the government had targeted. The BTr said that out of the total amount, 36% or Php1.969 trillion was owed to external 
creditors while the remaining Php3.468 trillion or 64% was owed to domestic creditors. The government has tapped domestic 
creditors more as part of its liability management exercise looking to shield itself from foreign exchange risk. 
 
According to the Bangko Sentral ng Pilipinas (BSP), the country’s balance of payments (BOP) registered a surplus of US$2.043 
billion in January this year. This is more than twice the figure reported in the same period last year which amounted to US$864 
million. BSP Governor Amando Tetangco Jr. said that the BOP in January was attributed to foreign exchange operations and 
income from investments abroad of the BSP. 
 
Data from the Bangko Sentral ng Pilipinas (BSP) showed that bank assets reached Php8.139 trillion in the first 11 months of 2012 
or 8.46% higher from the Php7.504 trillion registered in the same period in 2011. This accounted for roughly 80% of total resources 
of the country’s financial system, which expanded by 7.74% to Php10.178 trillion. BSP Governor Amando Tetangco Jr. attributed 
the resilient banking system as one of the institutions needed to sustain the robust performance of the country’s economy last year. 
 
The Department of Budget and Management (DBM) has recently released Php599.5 million for the purpose of funding different 
irrigation projects across the country. Budget Secretary Florencio Abad said that effective irrigation systems are critical in helping 
farmers increase their crop production and establishing the country’s self-sufficiency in food staples. Moreover, the funds were 
released to the National Irrigation Administration (NIA) which was sourced from the national budget of 2012. The NIA is also about 
to extend the coverage of communal irrigation systems and launch groundwater pump irrigation systems across the country. 
 
According to the Asian Development Bank (ADB), developing countries in Asia, including the Philippines, will be able to remain 
stable should the festering Euro-zone fiscal crisis worsen in a global economic meltdown. In a paper recently released by the ADB 
entitled “Economic Impact of Eurozone Sovereign Debt Crisis on Developing Asia”, the development bank stated that though 
exports could be affected by the worsening situation in Europe, growth was still possible as countries in Asia had flexibility to 
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implement measures such as having monetary, fiscal and financial policy tools, to boost the economy. Moreover, debt levels of 
Asian counties were much smaller compared to those of their western counterparts. 
 
 
 
The week ahead (Feb 25 – Mar 01) 

Coming from a week of four all-time highs, we expect the local market to trade sideways with an upward bias as more companies 
are set to release 2012 earnings.  Moreover, trading interest will be supported by month-end window dressing.  Traders will have a 
support at 6,500 and resistance at the 6,700 level. For the coming week, our expected trading range is between 6,550 and 6,750 

 

On the local fixed income and currency markets, investors will continue to monitor developments on the Fed’s open-end bond 
purchases program. Further speculations of an early end of Fed’s QE3, intensified by comments of the members of the committee, 
would weigh on investors’ spirits. On the local front, the release of data from the external sector would further solidify the country’s 
resilience from global headwinds.   

 

 

 

 


