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16-Feb-12 23-Feb-12 % Change

MSCI World 1,280.16 1,294.34 1.11%

MSCI Europe 91.47 91.34 -0.14%

MSCI Asia-Pacific ex-Japan 441.54 446.53 1.13%

Dow Jones Industrial Average 12,904.08 12,984.69 0.62%

S&P 500 1,358.04 1,363.46 0.40%

Global Equity Performance
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Global Financial Markets 
 
Global equity prices ended positive week-on-week as Greece’s funding was finalized and employment in the US seemed to 
be getting better. For fixed income and currency markets, demand for safe-havens decreased on positive news from 
Europe. 

 
Global Equities 

 
The global equity market mostly ended the week 
with marginal gains as optimism from Greece’s 
bailout and an improving German business 
confidence overshadowed lower-than-
forecasted home sales. The MSCI World and 
MSCI Asia-Pacific ex-Japan gained 1.11% and 
1.13% week-on-week, respectively. On the other 
hand, the MSCI Europe waned 0.14%. As for 
the world’s largest economy, the Dow Jones 
Industrial Average climbed 0.62% while the 
Standard & Poor’s 500 Index moved up by 
0.40%. 
 

US 
 

 Claims for jobless benefits were 
unchanged last week, indicating that 
the labor market may boost household 
spending. Initial jobless claims 
remained unchanged at 351,000 for 
the week ending February 18, 2012. 

 US consumer prices grew in January 
at the fastest pace since September. The Consumer Price Index increased by 0.2% month-on-month compared to 
a 0.0% growth in the previous month.  

 Leading economic indicators in the US grew 0.4% last January following a 0.5% increase in December. 

 Sales of previously owned homes in the US rose in January to the highest level since May 2010 as investors took 
advantage of lower prices. Existing home sales went up to 4.57 million from 4.38 million the previous month. 
However, the figure was lower than the market estimate of 4.66 million. 

 Week-on-week, mortgage applications in the US declined 4.5% for the week ended February 17, 2012. 
 
Europe 

 The Euro-zone’s Purchasing Managers’ Index fell to 49.7 in February from 50.4 in January. The market estimate 
was at 50.5. Readings below 50 indicated a contraction. 

 Eurozone finance ministers sealed a deal Tuesday morning for a second bailout package for Greece worth €130 
billion. 

 
Asia 

 The Chinese central bank decided to cut banks’ reserve requirement ratio for the second time since November. 
The People’s Bank of China slashed reserve ratios by 50 basis points to 20.5%, effective February 24. The move 
was seen as an effort to boost lending as the Euro-zone’s debt crisis took its toll on the country’s exports. 

 Data from the Chinese National Bureau of Statistics showed that home prices in the country were generally flat or 
lower in January, signifying that the real estate sector was slowing down. 

 HSBC’s Chinese manufacturing Purchasing Managers’ Index, an indicator of manufacturing activity, climbed to a 
four-month high in February, though remained at levels still indicative of modest contraction. The index registered 
at 49.7 versus a reading of 48.8 the previous month. Figures below 50 indicated a contraction. 

 Credit watchdog, Standard & Poor’s Corp. (S&P), kept its AA- rating on Japan but warned that it would lower its 
short and long term credit ratings if Japanese policy makers are unable to keep a lid on their debt levels. S&P also 



 

 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 27, 2012 

Currencies 

17-Feb 24-Feb % Change

USD/PHP 42.615 42.840 -0.53%

EUR/USD 1.3140 1.3391 1.91%

GBP/USD 1.5828 1.5793 -0.22%

USD/JPY 79.55 80.53 -1.22%

AUD/USD 1.0706 1.0728 0.21%

USD/CHF 0.9200 0.9005 2.17%

EUR/CHF 1.20875 1.20585 0.24%

EUR/JPY 104.54 107.84 -3.06%

US Treasury Yield Curve

Tenor 16-Feb 23-Feb  +/- bps

3m 0.097 0.086 -1.02

6m 0.122 0.127 0.51

2y 0.290 0.301 1.09

5y 0.856 0.888 3.22

10y 1.983 1.997 1.38

30y 3.139 3.139 0.00

mentioned that it would maintain its negative outlook on Japanese government debt, pointing to the government’s 
weak policy footing, fiscal deficits, persistent deflation, shrinking population, and high debt. 
 
 

Global Bonds 

 

 Week-on-week, prices of US Treasuries declined as Greece’s second 
bailout was approved, prompting investors to be bullish again. The 
fall, however, was pared by speculation that the bailout package was 
simply a temporary fix for the country’s problems. The 10-year 
benchmark yield crept up 1.38 basis points, while the 2-year note 
yield moved up 1.09 basis points. On the other hand, the 30-year 
bond yield ended the week unchanged. 

 The US government auctioned US$35 billion-worth of 2-year 
notes. The notes yielded a rate of 0.310% compared to the 
0.25% rate at the previous sale. 

 The US$29 billion auction for 7-year bonds drew a bid-to-cover ratio of 3.11 compared to the 2.80 average over 
the last four sales of the same maturity. The resulting yield was 1.418%, lower than the going market rate at the 
time of the auction. 

 
Currencies 
  

 Week-on-week, the US dollar declined against its peers as demand for 
the safe haven eased due to positive news from China and Europe. 
Optimism due to Greece’s funding was supported by gains from China’s 
efforts to spur growth. The euro and Swiss franc strengthened against 
the US dollar to 1.3391 and 90.05 centimes, respectively. On the other 
hand, the Japanese yen depreciated against the greenback to 80.53. 

 
 
The week ahead (February 27 – March 2) 
 

 This week, the global equity market continued to take cue from developments in Greece. While this may have helped prop 
investors’ risk appetite, the truth remained—Greece’s debt crisis is far from over. It is one thing to get a bailout package, it’s 
another to actually pass the austerity measures that come with it. To make things worse, less Europeans believe Greece would 
keep its promises. As such, we expect any strong rally in equity markets to be limited by negative sentiment for the European 
Monetary Union’s future. Consequently, we expect investors to hide behind the safety of the dollar and US Treasuries. 
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Philippine Financial Markets 
 
Equities inched up 0.25% as reports hinted that the state of major economies continued to improve. Benchmark PDST-F 
reference rates jumped 23 basis points across the curve as the Retail Treasury Bonds auctioned off fetched higher than 
expected coupons. Meanwhile, skepticism on the Greek bailout erased earlier gains causing the peso to drop 22.5 
centavos week-on-week, halting previous weekly gains.  

 

 Local Equities  
 

 The local bourse moved with the developments on the global economy. 
On Monday, the equity market posted a new record high, closing at 
4,943.84, as the cut in China’s reserve ratios brightened the outlook for 
the region’s biggest economy. However, skepticisms on the Greek 
bailout package and worries on the hike in oil prices erased earlier 
losses. On a weekly basis, the index increased 0.25% to close at 
4,893.00 on Friday. 
   

 Manuel Pangilinan announced on Monday that its two largest companies, 
Philippine Long Distance Telephone Co. and Manila Electric Co. have 
both met their profit guidance in 2011. The telephone company and the country’s largest power retailer have profit targets of 
Php39 billion and Php14.5 billion, respectively. Moreover, Philex Mining, a sister firm of PLDT, managed to boost its net income 
in 2011 owing to a surge in gold and copper prices. 

 
 

 
Banks 

 
 Philippine Savings Bank posted a 12% annual growth in its 2012 net income, amounting to Php2.0 billion, owing to 

higher net interest margins. The bank’s gross loans improved to Php66.1 billion, 9% up from the previous year despite 
intense interest rate competition on mortgage loans and despite a 3.2% decline in car sales. Similarly, deposits soared 
16% as the bank expanded its branch network to 200. Its non-performing loan ratio declined to 3.1%, while its capital 
adequacy ratio stood at 13.9%.  
 

Property 
 
 Property Developer Shang Properties, Inc. remained bullish about the real estate market as it intends to build three 

massive projects this year. The company expects to shell out a total of Php37.5 billion for the three projects, with the 
construction of One Shangri-La place in Ortigas Center accounting for more than half of the budget. The two other 
projects consist of the development of the 60-storey Shangri-la hotel at the Fort in Bonifacio Global City and the 65-
storey Shang Salcedo Place.  

 
 Sy-led SM Development Corp.’s net income for full year 2011 soared 38% to Php4.18 billion on the back of stronger 

acceptance in the company’s products. Net profit from real estate operations, accounting for almost 97% of the gross 
profit, grew by 58% to Php2.56 billion. Consolidated revenues surged to Php16.99 billion, 70% up year-on-year. 
Residential units sold last year totaled to 11,726, amounting to approximately Php26.27 billion.  

 
Retail  
 
 The board of directors of Puregold Price Club Inc. had authorized its management to pursue negotiations on possible 

merger/acquisition of S&R “at terms and conditions satisfactory to both parties”. Currently, the high-end S&R has six 
branches, two of which are outside Metro Manila, while Puregold has 100 branches and targets to add another 25 
stores this year. 

 
Manufacturing 
 

 Alaska Milk Corporation’s unaudited income for FY2011 plunged by 39% to Php1.10 billion on the back of higher input 
prices. Sales likewise declined by 3% to Php11.80 billion, while cost of sales grew by 12% to Php8.47 billion. It is 
important to note, however, that sales rallied in the fourth quarter to end at Php4.04 billion underpinned by stronger 
advertising initiatives. 
 

17-Feb 24-Feb % Change

PSEi 4,880.71 4,893.00 0.25%

Philippine Stock Exchange Index
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 Greenergy Holdings Inc. is in talks with Grateful Strategic Marketing Consultants Co., a Taiwan-based biomass 
management firm, for a possible acquisition. The move is part of the company’s strategy to venture into the renewable 
energy sector following the previous year’s acquisition of a 51% stake in Management Recovery System Inc. and a 
US$1.3 billion investment with Tianjin Tianbao Investment and Development Corp.’s wind energy projects  
 

Transportation 
 

 The country’s largest national flag carrier, Cebu Pacific Inc., sealed the deal with CIT Aerospace to provide the 
company with four new units of the Airbus A330-300 aircraft. The company earlier chose Rolls-Royce as engine 
provider for the said aircraft which are expected to be delivered in the next two years. The Airbus A330-300 aircraft will 
be used for the company’s long-haul flights which they plan to start by the third quarter of 2013.  

    
Mining 
 

 Philex Mining Corp. fears the possible delay of the company’s US$1 billion-worth Silangan Mining Project should the 
mining moratorium be implemented. The company targets to begin its operation by 2015 but the implementation of the 
executive order might adversely affect the issuance of the environmental compliance certificate for the said project. 
Meanwhile, Pangilinan had reiterated that they do not oppose any move for equitable sharing of revenues with the 
government but he proposed a formula similar to that of the Malampaya project to be used. 
 

 
 
 
Philippine Bond Markets 

  

 Week-on-week, benchmark PDST-F reference rates jumped 23 basis 
points across the curve as the Retail Treasury Bonds auctioned off fetched 
higher than expected coupons. Much of the increase was seen in the 1- 
and 2-year papers whose yields surged 50 and 53 basis points, 
respectively. 
 

 The Bureau of the Treasury only awarded Php6.83 billion out of the total 
Php9 billion offer size at Monday’s T-bill auction. Total tenders amounted 
only to Php14.6 billion or 1.62x the offer amount, signaling a stronger 
preference for longer-dated bonds as the country’s economic indicators 
remained to be bond-friendly. The yield on the 91-day T-bill averaged at 
1.947%, while yields of the 6-month and 1-year T-bills fetched 2.408% and 
2.709%, respectively. The government accepted only Php1.70 billion, 
Php2.53 billion and Php2.60 billion-worth of tenders for the 91-, 182- and 
364- day T-bills, respectively. 
 

 The outcome of the Retail Treasury Bond Auction came as a surprise to 
the local bond market. Tuesday morning, the most liquid 20-year FXTN 
was last dealt at 5.34% while RTB 15-01 was dealt at 5.125%. The Bureau 
of Treasury awarded the 15- and 20-year RTBs at coupon rates of 5.375% 
and 5.875% respectively. The coupon rates of the new RTBs were higher 
by an average of 39 basis points from their secondary market levels before 
noon. For RTB 15-02, its 5.375% coupon was lower than 87.5 basis points 
from its last auction while the 20-year RTB coupon remained unchanged 
from the last 20-year FXTN auction. On the other hand, the 15s and 20s 
fetched an average rate of 5.008% and 5.285% respectively. The Bureau 
sold a total of Php49.618 billion - Php16.32 billion for the 15s and Php33.3 
billion for the 20s. Total tenders reached Php53.768 Bn. 
 

 

Tenor 17-Feb 24-Feb  Change

1m 1.97 2.29 32

3m 1.97 2.34 38

6m 2.53 2.74 22

1y 2.63 3.13 50

2y 2.95 3.48 53

3y 3.84 3.98 14

4y 4.28 4.49 21

5y 4.74 4.82 8

7y 4.77 4.85 7

10y 5.07 5.12 5

20y 5.83 5.93 10

25y 5.99 6.15 16

Average 23

Peso Yield Curve                                       

(PDST-F Reference Rates)

Tenor 17-Feb 24-Feb % Change

ROP13 1.5020    1.1310    37

ROP16N 2.2070    2.1780    3

ROP19N 3.0090    2.9040    11

ROP20 3.3140    3.2160    10

ROP21 3.4410    3.3210    12

ROP24N 4.3280    4.2510    8

ROP26 4.2200    4.1430    8

ROP30 4.6700    4.6050    6

ROP32 4.6990    4.6060    9

ROP34 4.7310    4.6310    10

Average 11

ROP Yield Curve
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Philippine Peso 
 

 Last week, the Philippine peso traded sideways, hovering between 42.575 and 42.780, as gains brought about by the optimism 
for the global economy were tempered by doubts on Greece’s ability to comply with its austerity measures. The currency pair 
gapped up by 22.5 centavos, to close at 42.840.  
 

 The Department of Finance intends to remove incentives given to foreign and local investors. Finance Secretary Purisima 
suggests converting PEZA into an incentive granting body and to limit the role of the Board of Investments to purely promotional, 
thus eliminating redundancies between the 2 agencies. For the local companies, subsidies, which are more measurable, will be 
given instead of incentives. 
 

 Thirteen investment promotion agencies, together with the DTI, presented their investment leads for 2012-2013. The President 
intends to leave the country with Php5.15 trillion-worth of investments when he steps down in 2016. Investments are targeted to 
grow at an accelerated pace, generating at least Php795.2 billion this year and to end his term with an investment inflow of 
Php966.6 billion. 
 

 Finance Secretary Cesar Purisima pushes for another credit upgrade for the country’s long term currency notes citing a strong 
and resilient economy. The two credit watchdogs remained positive on the implementation of reforms on sin taxes. A World 
Bank study estimates that implementation of such reforms can add 1.3% of GDP in additional revenues.  
 

 The government is mulling over providing safety nets should the imposition of the sin taxes on tobacco products result in their 
economic displacement. House Bill 5727 proposes the adoption of a unitary inflation-adjusted tax system that will increase taxes 
levied on tobacco and liquor. Fifteen percent of the revenue generated from the said taxes may be used to support displaced 
farmers. 
 

 Oil firms located in eco-zones should expect tax levies on oil products in 15 days. In a move to eliminate smuggling and boost 
revenues, the government will impose a 12% VAT on all oil products plus an excise tax depending on the product. However, the 
government had assured that eco-zone-based companies would be reimbursed in less than 120 days should they prove that the 
oil was consumed within the eco-zone or was exported. 
 

 The Customs Commissioner said on Thursday that February collections will fall short of the Php18 billion target due to the 
Chinese New Year and since February is shorter compared to other months. The Commissioner explained that during the 
Chinese New Year, exports are usually slower as businessmen are busy with the festivities. January collections amounting to 
Php23 billion also missed its target of Php26 billion, but higher than the Php20.3 billion recorded a year ago.   

 
 

 
The week ahead (February 27 – March 2)  
 

 The lethargic global economy strengthened speculations for another rate cut especially as policymakers assured last Monday 
that the central bank still has policy space. With that said, property and financials counters were seen to lead index gains. This 
week, the index is expected to trade range bound, possibly crossing the 5,000 level, as investors continue to search for more 
definitive signals to hold more equities. Meanwhile, the Philippine peso and Philippine sovereign securities will continue to move 
with developments in China and Western economies. 


