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Global Financial Markets 
 
Global markets experienced a topsy-turvy week as concerns over the political stalemate in Italy were countered by the US 

Federal Reserve’s supportive stance on an easy monetary policy. Equities markets were mostly unchanged, but safe-

haven assets and currencies benefited from the flight-to-safety stance investors adopted on worries over Europe’s 

stability. 

Global Equities 
 

Global equities markets 

managed to end the week 

slightly higher, despite 

having weathered a rather 

tumultuous week. Most stock 

markets plummeted on 

Monday after the preliminary 

results of Italy’s polls pointed 

to a hung parliament, 

causing investors to flee from 

riskier assets. However, 

markets gradually recovered 

through the rest of the week 

after US Federal Reserve 

Chairman Ben Bernanke 

affirmed that the Fed would 

continue on with its bond-

buying program, and after 

the Italian government held a 

very successful 5- and 10-

year bond auction.  

 

Economic data releases from 

the world’s largest economy 

were mostly positive and 

indicated a slow but steady 

recovery.  

 For the week ended February 23, the number of Americans filing for unemployment benefits fell by 22,000 to a seasonally 

adjusted 344,000. This was lower than the market estimate of 360,000. Moreover, the four-week moving average of claims 

fell by 6,750 to 355,000. Meanwhile, the number of continuing claims declined by 91,000 to 3,074,000 for the week ended 

February 16. 

 The US economy grew slightly during the final quarter of 2012. The country’s gross domestic product (GDP) inched up at a 

0.1% annual rate, which was an upward revision from the initial 0.1% contraction, but still lower than the market estimate 

of +0.5%. The minute growth indicated that government spending cuts were actually slowing down the country’s recovery. 

Apart from these cuts however, and outside the very unpredictable category of business-inventory, other components of 

the economy grew quite soundly. The upward revision was mainly because exports were better than initially reported, and 

imports were slower.  

 The National Association of Realtors’ index of US pending home resales, or contacts to purchase previously owned 

homes, climbed 4.5% year-on-year last January to 105.9, which was the highest level since April 2010 and following a 

1.9% drop in December. The gain was also higher than the market estimate of a 1.9% increase.  

 US consumer confidence surged in February. According to the Conference Board, its index of consumer confidence 

soared to 69.6, compared to the marker estimate of 62.0, from a revised 58.4 in January. Similarly, consumer expectations 

for economic activity over the next six months rose to 73.8 from a revised 59.9.  

21-Feb-13 28-Feb-13 % Change

MSCI World 1,392.11 1,405.18 0.94%

MSCI Europe 97.86 99.64 1.82%

MSCI Asia-Pacific ex-Japan 477.78 481.33 0.74%

Dow Jones Industrial Average 13,880.62 14,075.37 1.40%

S&P 500 1,502.42 1,515.99 0.90%

Global Equity Performance
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 US home prices rose for an eleventh straight month in December. According to the Federal Housing Finance Agency’s 

monthly home-price index, prices went up 0.6% Month-on-Month, in line with market estimate, on a seasonally adjusted 

basis. Meanwhile, home prices rose by 5.8% year-on-year and 1.4% quarter-on-quarter.. 

 

Week-on-week, the MSCI World index gained 0.94% led by the European region which rose by 1.82% and the Asia-Pacific ex-

Japan region which increased by 0.74%. US equities ended in the green as well with the Dow Jones Industrial Average index and 

the S&P500 index adding 1.40% and 0.90%, respectively. 

 
Global Bonds 

 
US Treasury prices climbed as investors opted for safe-haven bonds amid 
uncertainties in Europe, particularly in Italy. Prices were also buoyed by the 
three fairly well-received auctions held by the US Treasury Department 
during the week, which amounted to a total of US$99 billion in debt sales. 

 
Last Monday, yields were pulled down by the successful auction of US$35 

billion worth of two-year notes. Direct bidders and non-primary investors, all 

of whom directly placed bids with the Treasury, bought 31.6% of the notes 

being sold, higher than the 18.84% for the past 10 auctions. This was also the highest amount of securities purchased since 

October. Tuesday’s bond auction of 5-year notes was also successful as investors submitted US$2.85 in bids for each dollar in 

notes being auctioned off. The figure aligns with a US$2.81 average over the past four sales of its kind. On the other hand, the third 

and final auction for the week held on Wednesday met lukewarm demand. The US$29 billion seven-year note auction garnered a 

bid-to-cover ratio of 2.65, lower than the average of 2.68 over the last six auctions of a similar maturity.  

Week-on-week, the 2- and 10-year benchmark yields dropped 1.57 and 10.10 basis points, respectively. 

Last Wednesday, Italian bond yields plunged to 3-month lows as the country’s first debt auction since the elections received good 

demand. Italy’s benchmark securities pared the first monthly decline since July last year after the government sold 6.5 billion euros, 

or US$8.51 billion worth of five- and 10-year bonds, hitting its target. Investors bid 1.65 times the 4 billion euros worth of 10-year 

bonds sold, higher than the 1.32 times at the previous auction of similar maturity on January 30. Moreover, the bid-to-cover ratio for 

the five-year notes was at 1.61, compared to 1.3 last month. Spanish and Portuguese bond prices also rose after reports showed 

an improvement in Euro-zone economic confidence data 

 
Currencies  
 
Safer currencies such as the US dollar and the Japanese yen strengthened 

against the euro as investors erred on the side of caution in light of the 

uncertainly of Italy’s elections. However, the euro managed to plug its 

losses following the release of positive economic data from the US and as 

investors warmly welcomed the Fed’s accommodative policy stance. Week-

on-week, the shared currency pared 1.70% and 1.20% against the 

Japanese yen and the US dollar, respectively. 

 
 
 
The week ahead (Mar 04 – Mar 08) 
 
This week, markets were affected mostly by news on Italy’s elections, the US Fed’s statements and a number of economic 

releases. For the week ahead, we expect markets to trade slightly lower as investors remain cautious of the situation in Europe. 

Market-watchers will be on the look-out for the conclusion of the Italian polls, more economic releases from the US including the 

manufacturing PMI, and the outcome of the ECB Governing Council’s meeting in the coming week. 

 

 

US Treasury Yield Curve

Tenor 21-Feb 28-Feb  +/- bps

3m 0.122 0.101 -2.03

6m 0.127 0.122 -0.51

2y 0.250 0.234 -1.57

5y 0.836 0.761 -7.49

10y 1.977 1.876 -10.10

30y 3.167 3.086 -8.15

Currencies 

22-Feb 1-Mar % Change

USD/PHP 40.690 40.690 0.00%

EUR/USD 1.3194 1.3036 -1.20%

GBP/USD 1.5163 1.5046 -0.77%

USD/JPY 93.42 92.94 0.52%

AUD/USD 1.0320 1.0202 -1.14%

USD/CHF 0.9295 0.9398 -1.10%

EUR/CHF 1.22630 1.22518 0.09%

EUR/JPY 123.22 121.16 1.70%
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Philippine Financial Markets 

 
The local equities market slid despite reaching the 6,700 mark earlier in the week as investors cashed in on gains 
following a series of all-time highs and as Energy Development Corporation (EDC) suspended its Bacman power plant 
following more than a year of repairs. Meanwhile, local bond yields continued to decline as buying interest was felt for 
most tenors fuelled by the country’s strong fundamentals. The Philippine peso remained unchanged from previous 
week’s level amid sideways trading. 
 
 

Local Equities 
 

The local equities market started the week by breaching the 6,700 mark on 
the back of upbeat corporate news. However, it reversed its gains as investors 
booked profits after a series of all-time highs. Energy Development 
Corporation (EDC) led the decline after they closed their Bacman geothermal 
power plant only two days after its long-awaited commercial opening. 
Meanwhile, the Philippine Stock Exchange announced the recomposition of 
the index by including Bloomberry Resorts and excluding SM Development 
Corporation slated to take effect on March 11. Week-on-week, the PSEi 
dropped by 22.79 points, or 0.34%, to close at 6,642.27. This was its first 
weekly loss for the year. 
 
 

Conglomerate 

 San Miguel Corp. (SMC) is anticipating a double digit growth this year on the back of strong economic growth, 

according to a high ranking company official. SMC Chief Financial Officer Ferdinand Constantino said a double digit 

uptick in revenues is a possibility. He added that the company is positive that consumer spending will rise this year 

partly because of the election season. Moreover, SMC is optimistic about the performance of its food unit San Miguel 

Pure Foods Co. Inc but is having uncertainty over its brewery unit because of the sin tax. 

Utilities 

 Manila Water Co., Inc. reported that its net income last year surged by 28% to Php5.440 billion from the Php4.266 

billion registered in 2011 despite incurring higher costs. The company’s cost of services and operating expenses rose 

by 22% to Php4.384 billion from Php3.599 billion in 2011. However, revenues also went up to Php14.553 billion from 

Php12.004 billion in the previous year as the company saw a 39% increase in its total billed volume to 579.4 million 

cubic meters (mcm) from 419 mcm. The bulk of the total billed volume was in the Metro Manila “east zone” concession 

area. 

 Manila Electric Co. (Meralco) reported that its core net income last year reached Php16.265 billion, surpassing its 

Php16 billion target. The figure is also 9% higher than previous year’s Php14.9 billion. Consolidated revenues, of 

which electricity accounts for Php283 billion, rose to Php285.3 billion or 11% higher than 2011. Meanwhile, 

consolidated core EBITDA amounted to Php26.8 billion for 2012. Meralco indicated that higher revenue was mainly 

due to the 7% increase in volume over the 30,592 gigawatt-hour (GwH) record in 2011 sales and higher generation 

charge. 

Properties 

 Gokongwei-led Robinsons Lard Corp. (RLC) will launch 2 to 3 residential projects this year in response to brisk 

demand. According to Senior Vice-President of Robinsons Residences and Luxuria Mybelle Aragon-Gobio, RLC’s two 

brands, Robinsons Communities and Robinsons Luxuria, will launch 2 to 3 projects comprised of new phases for 

existing developments and new projects. She added that the new offerings will sustain the inventory and would take 

advantage of the good market reception the company is receiving. Moreover, the company is taking advantage of the 

property boom by offering new products as Aragon-Gobio said that property sector is fuelled by a low interest rate 

environment, OFW remittances and vibrant outsourcing market. 

 

22-Feb 1-Mar % Change

PSEi 6,665.06 6,642.27 -0.34%

Philippine Stock Exchange Index
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Financial 
 

 BDO Unibank Inc., posted a 36% growth in its net profit last year to a record high of Php14.3 billion. The bank was 

able to surpass its Php12.5 billion earnings projection for the same year as both interest and non-interest income rose. 

BDO’s robust expansion in its lending, deposit-taking, and fee-based businesses was the main catalyst for its solid 

performance last year. Net interest income climbed by 7% to Php36.2 billion with the bank’s customer loan portfolio 

growing by 15% to Php769 billion and low-cost deposits supporting the increase in total deposits to Php931.6 billion. 

On the other hand, total non-interest income went up by 18% to Php24.6 billion propelled by trading gains from 

treasury activities totalling Php8.2 billion. 

 
Philippine Bond Markets  

 
For the week, optimism on the country’s solid macroeconomic 
fundamentals was once again sustained fuelling the demand for the 
longer tenors. Moreover, investors took positions for the upcoming 
maturity of 7-43 FXTN earlier this week. In general, yields declined by 8 
basis points for the week led by the long-end of the curve which dropped 
by 17 basis points. Likewise, the short-end of the curve and the belly went 
down by 2 and 8 basis points, respectively. 
 
 
Philippine Peso 
 
The Philippine peso traded sideways against the US Dollar as concerns 
that the BSP is looking for more ways to temper the currency’s rapid 
appreciation were reversed by optimism over the country’s strong 
macroeconomic fundamentals and news that US Federal Reserve 
Chairman Ben Bernanke indicated his support to the US Central Bank’s 
bond buying program. The peso ended the week unchanged at 40.690 to 
a dollar on Friday. 
 
 
Last month, the Bureau of Internal Revenue’s (BIR) collections climbed to Php94.74 billion, up by 11.27% year-on-year from the 
Php85.15 billion posted in January 2012. However, the collected amount was still 6.13% lower than the BIR’s target of Php100.93 
billion for the month. Data released showed that the BIR had collected Php89.03 billion from its operations and Php5.71 billion from 
non-BIR operations. Earlier today, BIR Commissioner Kim Henares stated that they are aiming to garner Php1.25 trillion in total this 
year, after having fallen short of the 2012 target by a small margin. 
 
The country’s merchandise imports rose by 13.2% year-on-year during the final month of 2012 to US$5.246 billion. This was the 
fastest pace registered in 15 months, but was still not enough to meet the government’s full-year target. For full-year year 2012, 
imports expanded by only 1.9% to US$61.660 billion, which is much lower than the already reduced 7% growth target. Given the 
full-year export figure of US$51.995 billion, the Philippines posted a full-year trade deficit of US$9.665 billion, which is narrower than 
2011’s trade gap of US$12.191 billion. 
 
The government has set a national budget of Php2.3 trillion for next year, which is Php262.1 billion or 13% higher than 2013’s 
Php2.0 trillion as it arms itself to target a growth rate of 6.5%-7.5% in 2014. According to the National Budget Memorandum 116 
dated February 15 which explained in detail macroeconomic assumptions for the country, agriculture could grow by 3.3%-4.3% 
(2013 outlook: 3.5%-4.5%) while industry will likely grow 7.4%-8.6% (2013 outlook: 6.6%-7.6%) in 2014. On the other hand, the 
services sector could grow 6.5%-7.4% (2013 outlook: 6.3%-7.3%) in 2014. 
 
The Department of Transportation and Communication (DOTC) is planning to bid out a contract of Light Rail Transit Line 1 (LRT-1) 
extension to Dasmariñas separately from the proposed Php60 billion project extension of LRT-1 to Bacoor, Cavite. According to 
DOTC undersecretary Jose Perpetuo Lotilla, the government is under time pressure to complete the current administration’s largest 
infrastructure project to be undertaken through the Public Private Partnership (PPP) scheme. He added that the proposed extension 
to Dasmariñas would entail a separate study and approvals by agencies led by the National Economic and Development Authority 
(NEDA). Moreover, the Cavite extension project would increase LRT-1’s span to 32.4 kilometers from 20.7 kilometers with a new 
south endpoint in Niog, Bacoor, Cavite. 
 
The Philippine Ports Authority (PPA) has allotted around Php2.6 billion for priority projects of the current administration in order to 
cope with an anticipated passenger and cargo volume increase. According to PPA general manager Juan Sta. Ana, the budget for 

Tenor 22-Feb 1-Mar  Change

1m 0.39 0.49 10

3m 0.49 0.49 0

6m 0.68 0.52 -16

1y 1.20 1.18 -2

2y 2.51 2.49 -2

3y 2.86 2.92 6

4y 3.34 3.27 -6

5y 3.49 3.50 1

7y 3.99 3.62 -37

10y 4.15 3.74 -41

20y 5.40 5.26 -14

25y 4.99 5.02 3

Average -8

Peso Yield Curve                                       

(PDST-F Reference Rates)
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this year’s capital expenditures would include a Php900 million carry over from the budget last year and the remaining Php1.7 billion 
would be utilized for priority programs like the development and expansion of five major ports. 
 
 
The week ahead (Mar 04 – Mar 08) 

After piercing through the 6,700 resistance, the local equities market may be due for a correction.  Coming from its first weekly loss, 
we expect the market to trade sideways with a slight downward bias.  However, the local benchmark index will have support as 
index heavyweights TEL and Aboitiz group (AEV and AP) are set to release earnings next week. For the coming week, our trading 
range is between 6,560 and 6,750.   

   

Meanwhile we expect sideways trading for both the local fixed income and currency markets as investor position themselves ahead 
of the release of February’s inflation rate scheduled on March 5. The central bank hinted that the inflation print for February would 
fall between 2.8% to 3.7%. Moreover, further developments on the global economic backdrop such as economic data releases from 
the world’s largest economy and the outcome of the ECB’s governing council meeting would weigh on investor sentiment. 

 

 

 

 


