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23-Feb-12 01-Mar-12 % Change

MSCI World 1,294.34 1,304.48 0.78%

MSCI Europe 91.34 92.34 1.09%

MSCI Asia-Pacific ex-Japan 446.53 449.47 0.66%

Dow Jones Industrial Average 12,984.69 12,980.30 -0.03%

S&P 500 1,363.46 1,374.09 0.78%

Global Equity Performance
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Global Financial Markets 
 
Global equity prices ended marginally positive as the week saw improving economic indicators in the US. For fixed income 
and currency markets, movements were mixed as positive news from the US struggled with debt concerns in Europe. 

 
Global Equities 
 
The global equity market ended generally positive for 
the week after continuously being supported by 
encouraging economic reports from the world’s 
largest economy. Following the approval of a second 
bailout for Greece, US economic indicators registered 
figures that suggested that the country’s economic 
recovery was gaining steam. The MSCI World, MSCI 
Europe and MSCI Asia-Pacific ex-Japan moved up to 
0.78%, 1.09% and 0.66%, respectively. For the US, 
the Dow Jones Industrial Average edged down 0.03% 
while the Standard & Poor’s 500 Index gained 0.78%. 
 

US 

 The US economy expanded more than forecast 
in the fourth quarter as companies prepared 
inventories in anticipation of growing demand. 
The gross domestic product climbed 3.0% 
compared to the market estimate growth of 
2.8%. 

 Consumer spending in the US grew less than 
expected in January showing lack of improvement in the biggest part of the economy. Spending climbed 0.2% while the market 
estimate was at 0.4%. 

 Fewer Americans filed new claims for jobless benefits last week. Initial claims for unemployment benefits fell by 2,000 to a 
seasonally adjusted 351,000 for the period ending February 25, 2012. The market estimate was at 355,000 while the previous 
report was revised to 353,000. 

 New home sales exceeded expectations by falling only to an annual rate of 321,000 last January from a revised 324,000 the 
previous month. The market estimate was at 315,000.  

 Contracts to purchase previously owned homes approached a two-year high in January. The National Association of Realtors’ 
index for pending sales of existing homes increased 2.0% month-on-month compared to the market estimate of a 1.0% growth. 

 Mortgage applications in the US declined for a third straight week. The Mortgage Bankers Association’s index slid 0.3% for the 
period ending February 24, 2012. 

 Consumer confidence in the US rose to a 1-year high in February as optimism about the labor market overshadowed rising oil 
prices. The index grew to 70.8 compared to the market estimate of 63.0. 

 Orders for durable goods in the US fell in January by the most in three years. Bookings fell 4% after a revised 3.2% growth in 
the previous month. 

 Manufacturing in the US expanded at a slower-than-forecasted rate in February. The Institute for Supply Management’s index 
fell to 52.4 from 54.1 last January. Compared to this, the market estimate stood at 54.5. 

 Consumer sentiment rose to its highest level in a year. The Thomson Reuters/University of Michigan’s February reading of the 
overall index on consumer sentiment moved up to 75.3 compared to the market estimate of 73.0. 

 
Europe 

 Fitch Ratings lowered Greece’s credit rating stating that a default is highly likely while Standard & Poor’s cut Greece’s credit 
rating to “Selective Default.” 

 
Asia 

 Reports from the Japanese statistics bureau showed that consumer prices (excluding fresh food) dropped 0.1% in January, 
suggesting that the Bank of Japan may entail more measures to boost its economy. Economists expected the figure to clock-in 
at 0.2%. 

 Officials from the Japanese central bank claimed that it had ordered all financial advisory companies in the nation to disclose 
details on their asset management activities amid the alleged missing funds at AIJ Investment Advisors. The banking regulator 
planned to impose stricter rules such as requiring asset management firms to submit details on overseas trust funds. The new 
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Currencies 

24-Feb 2-Mar % Change

USD/PHP 42.840 42.685 0.36%

EUR/USD 1.3448 1.3256 -1.43%

GBP/USD 1.5875 1.5919 0.28%

USD/JPY 81.20 81.53 -0.40%

AUD/USD 1.0694 1.0766 0.67%

USD/CHF 0.8960 0.9097 -1.51%

EUR/CHF 1.20508 1.20562 -0.04%

EUR/JPY 109.18 108.05 1.05%

US Treasury Yield Curve

Tenor 23-Feb 1-Mar  +/- bps

3m 0.086 0.071 -1.52

6m 0.127 0.117 -1.05

2y 0.301 0.289 -1.17

5y 0.888 0.888 0.00

10y 1.997 2.026 2.96

30y 3.139 3.148 0.89

arrangement originated from the investigation of AIJ, which was ordered by the central bank last week to halt operations after 
revelations of huge losses which affected the pension accounts of small businesses. 

 Reports from the Japanese Ministry of Economy, Trade and Industry showed that retail sales in the country slowed in January, 
rising 1.9% year-on-year versus December’s 2.5% uptick. Large retailers experienced revenues fall to a seasonally adjusted 
1.0% in January, faster than December’s 0.3% descent. 

 Reports from the Australian Bureau of Statistics showed that retail sales in the country climbed 0.3% in January, in line with the 
median estimate of economists. The figure compared to a 0.1% decline in December. The uptick in January was attributed to 
higher sales for cafes, restaurants, and takeaway-food services. 

 South Korea’s Finance Minister, Bahk Jae Wan, commented that higher oil prices may push inflation above the government’s 
target, just as the nation’s economic expansion was starting to pick up. While the February inflation rate was seen to register 
below the 3.4% reading in January, instability in the oil market threatened to push overall consumer prices above the 
government’s 3.2% annual target, Bahk claimed in an interview with Bloomberg. 

 
 
Global Bonds 

 

 Prices of US Treasuries were mixed this week as yields in the short end 
declined while yields in the farther end moved up. Demand for short-
term US debt increased after Standard & Poor’s cut Greece’s credit 
rating to “Selective Default.” On the other hand, long-term yields 
increased after US economic indicators showed improvement in the 
world’s largest economy. The 10-year benchmark gained 2.96 basis 
points while the 2-year note yield gave away 1.17 basis points. In 
addition, the 30-year bond yield also increased 0.89 basis points. 

 
Currencies 

  

 Week-on-week, the US dollar generally gained against its peers as 
demand for the safe haven was prompted by ongoing concerns in 
Europe as well as the inflation goal for Japan. The euro, Swiss franc and 
Japanese yen all weakened against the US dollar to 1.3256, 90.97 
centimes and 81.53, respectively. 

 
The week ahead (March 5 – March 9) 
 

 This past week, investors focused on the favorable economic data in the 
US which consequently spurred their risk appetite. Next week, the global 
equity market could experience another rally should the situation in 
Greece improve.  

 For fixed income and currency markets, demand for safety remained mixed amidst positive economic reads in the US and 
lingering concerns in Europe. Since the probability of Greece’s default is still significant, a flight to safety can continue next 
week if no improvement can be seen in Europe. 
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Philippine Financial Markets 
 
The Philippine stock market ended 2.52% higher as the policy rate cut prompted investors to shift investments to equities. 
Meanwhile, PDST-F rates declined 4 basis points on average as the market stayed illiquid for most of the week. The 
USD/PHP currency pair gapped down 15.5 centavos as reports showed that US’ economic expansion was gaining steam.  

 
 Local Equities  
 

At the start of the week, the Philippine Stock Exchange index waded through 
negative territory as lingering concerns in Europe and the Monetary Board’s 
pending rate decision kept bulls at bay. Buying momentum only started to pick 
up after the US released favorable employment reports and as the Monetary 
Board confirmed the widely expected 25-basis point rate cut. By Friday, the 
index pierced through the 5,000-barrier, settling at 5,016.30, up by 2.52%—a 
new record close.  
 

 
Conglomerates  
 
 Metro Pacific Investments Corp. finalized the acquisition of Asian Hospital in Alabang, Muntinlupa, bringing its hospital 

network to a total of six medical institutions nationwide. The acquisition, which led to a 56.5% controlling stake in the 
hospital, amounted to Php1.46 billion. The company plans to tender a buyout offer for the remaining 43.5%. 

 
 Metro Pacific Investments Corp. reported a 76% rise in net income to Php5.06 billion for the full year 2011 driven mainly by 

higher profits coming from its utility firms, Maynilad Water Services Inc. and Manila Electric Co. (Meralco), as well as 
robust sales across its hospital group. Maynilad, which accounted for 48% of the holdings’ core net income, contributed 
Php3.1 billion while Meralco covered up for 26% of the core income, registering a net income of Php1.69 billion. 

 
 San Miguel Corporation confirmed through a stock disclosure that its fuel and oil unit, Petron Corporation, is finalizing the 

completion of the acquisition of the downstream oil business of Exxon Mobil in Malaysia. Meanwhile, the company is in 
talks with the CIMB group for the sale of a controlling interest in its lending unit Bank of Commerce. 

 
Banks 

 
 Earnings of Sy’s lending unit, BDO Unibank, increased by 19% to Php10.5 billion in 2011, from Php8.8 billion recorded a 

year ago. The uptick was driven by a 24% jump in the bank’s loan portfolio as the company focused on creditworthy 
borrowers in fast growing industries. Its non-performing loan ratio improved to 3.4% from 4.7% in 2010. Meanwhile, total 
deposits rose by 10% to Php858.6 billion on the back of robust growth in low-cost deposits. 

 
Property 
 
 DMCI Homes president Isidro A. Consunji asserted a 20% growth in the company’s net income this year on the back of 

robust sales growth citing a flourishing property sector. The property developer revved up its product launches this year 
with seven residential communities located in key strategic areas within Metro Manila. The company had already set 
Php13 billion for the said projects.    
 

 Megawide Construction Corp. expressed interest on school-building projects under the public private partnership program. 
The property developer planned to finance the Php10.5 billion-worth project, which includes the design, financing and 
construction of 9,300 one-storey and two-storey classrooms, through an issuance of redeemable preferred shares. The 
schools will be built in the Ilocos region, Central Luzon, and within the CALABARZON area. 
 

 Filinvest Land, Inc (FLI) bagged the build, transfer and operate rights of a 1.2 ha. lot in Salinas Drive, Lahug, Cebu City 
upon complying with the requirements set by the Economic Enterprise Council under the Office of the Governor of Cebu. 
FLI plans to build office buildings intended for the business process outsourcing (BPO) sector. Currently, the Gotianun-led 
firm manages 12 BPO office buildings with a total gross leasable area of 170,000 square meters in Muntinlupa City and 
Makati City.  

 

24-Feb 2-Mar % Change

PSEi 4,893.00 5,016.30 2.52%

Philippine Stock Exchange Index
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Power 
 
 The country’s largest power utility firm, Manila Electric Co. expects to outpace its sales performance last year, projecting a 

3% sales growth against a lackluster 1% growth last year on the back of expansion of its customer base and economic 
activities. However, Pangilinan said that the environment remains to be challenging citing the company’s flattish rates for 
the rest of the regulatory period including 2012 as approved by the Energy Regulatory Commission. Meanwhile, the 
company remains optimistic on its venture into retail electricity under the open access regime of the restructured electricity 
sector and on its foray into other sources of renewable energy.   
 

 Aboitiz Power Corporation posted a net income of Php5.4 billion for the quarter ending December 31, 2011, down by 17% 
from the previous quarter, driven mainly by non-recurring losses coming from the revaluation of the company’s dollar-
denominated loans and placements amounting to Php124 million, and from the prepayment of its outstanding fixed rate 
notes, amounting to Php93 million. Likewise, full year earnings contracted 14% year-on-year, from Php25 billion to 
Php21.6 billion.  

      
Mining 
 
 Philex Mining Corp. posted a net income of Php5.77 billion in 2011 from Php3.96 billion recorded a year ago. Meanwhile, 

revenues jumped 19.21% to Php15.57 billion on the back of rising metal prices. In a separate report, the country’s biggest 
listed metal producer remained bullish on the mining industry as it extended its Padcal mine operations in the North up to 
2020, while increasing its reserves to 806,000 ounces of gold and 333 million pounds of copper in the next nine years. The 
firm targeted to start its Silangan project by 2016. 
 

 According to a US Department of State report, Philippines still has an untapped mineral wealth amounting to US$840 
billion. The State Department cited low metal prices, high production cost, and lack of investment in infrastructure as major 
hurdles faced by mining companies in the country. 

 
 
Philippine Bond Markets 

  

 Week-on-week, benchmark PDST-F reference rates declined 4 basis points 
on average as the market stayed illiquid for most of the week. Investors 
remained on the sidelines, waiting for the Monetary Board’s rate decision 
and for the newly-issued Retail Treasury Bonds to start trading last 
Thursday. By Friday, however, strong two-way interest was evident as 
investors managed their liquidity positions and as some took advantage of 
the uptick in yields to reposition themselves in the long-end of the curve. 

 

 The Bangko Sentral ng Pilipinas announced another rate cut, following a 
meeting of policymakers on Thursday. The overnight rate was slashed 25 
basis points to 4.00%. Policy makers deemed the cut necessary to 
stimulate economic growth in the country amid the Euro-zone’s debt crisis, 
following recent rate cuts of its neighboring countries. Meanwhile, the 
central bank kept its inflation forecast for 2012 and 2013 at 3.1% and 3.4%, 
respectively. 

 
 
Philippine Peso 
 

 The currency pair continued to move with developments in the global 
economy. An expanding Chinese manufacturing sector, a better consumer 
confidence in the US, and improving industrial sectors in Japan and Korea 
drove the peso higher. Though, jitters on oil prices and doubts on Greece’s 
capability to implement austerity measures tempered currency gains. The 
peso strengthened 15.5 centavos week-on-week, to close at 42.685 on 
Friday. 
 

 Based on a review conducted by the Development Budget Coordination 
Committee, the government decided to keep the 3% to 5% inflation target 
for 2012-2014. The review, prompted by the shift in the base year to 2006 
from 2000, took into account possible significant differences between the 

Tenor 24-Feb 2-Mar  Change

1m 2.29 2.19 -9

3m 2.34 2.37 3

6m 2.74 2.54 -21

1y 3.13 2.94 -19

2y 3.48 3.33 -16

3y 3.98 4.06 8

4y 4.49 4.56 7

5y 4.82 4.60 -22

7y 4.85 4.80 -5

10y 5.12 5.27 15

20y 5.93 5.98 5

25y 6.15 6.22 7

Average -4

Peso Yield Curve                                       

(PDST-F Reference Rates)

Tenor 24-Feb 2-Mar % Change

ROP13 1.1310    1.2090    -8

ROP16N 2.1780    2.0600    12

ROP19N 2.9040    2.9480    -4

ROP20 3.2160    3.0900    13

ROP21 3.3210    3.1570    16

ROP24N 4.2510    4.1700    8

ROP26 4.1430    3.9880    16

ROP30 4.6050    4.4510    15

ROP32 4.6060    4.4490    16

ROP34 4.6310    4.4670    16

Average 10

ROP Yield Curve
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2000 and 2006 data. Findings showed that there are no statistical differences between the 2000-based and 2006-based series 
and that the existing inflation target represented the desired long-range inflation level. As such, the DBCC concluded that there 
was no need for a revision. 
 

 Non-performing loans ratio of universal and commercial banks improved to 2.23% in December, down by 0.16% from 
November’s 2.39%, and 0.63% lower from 2.86% recorded a year ago. According to a BSP statement, “This is the lowest 
recorded NPL ratio for U/KBs since the onset of the 1997 Asian Financial Crisis.” The improvement was driven by the expansion 
in the industry’s total loan portfolio to Php3.22 trillion coupled with a 4.56% drop in the non-performing loans to Php71.94 billion. 
 

 The Philippines’ trade deficit surged to US$12.10 billion in 2011, up by 351.7% from the previous record of US$3.44 billion as 
imports outpaced exports. Aggregate exports from January to December last year softened by 6.7% to US$48.04 billion while 
total imports rose by 9.5% to US$60.14 billion as the lackluster growth in the global economy dampened the demand for 
electronic products. 
 

 Tax collections for the year increased but still below target. According to the Bureau of Internal Revenue (BIR), collections from 
January to December of 2011 registered at Php924.10 billion, up by 12.34% from Php822.6 billion recorded in 2010, but missed 
its target of Php940 billion. Collections, coming from BIR and non-BIR operations, account for roughly 70% of total government 
revenues. This year, the agency set a Php1.07 trillion target. 
 

 The Bangko Sentral ng Pilipinas expects inflation to ease in February amid lower utility prices and the local currency’s recent 
appreciation. Governor Amando Tetangco said in a text message, “Inflation for February is forecasted to fall within the range of 
2.7% to 3.6%.” The slowdown in inflation gave room for another policy rate cut, which market consensus expects to come as 
early as March.  
 

 
 

The week ahead (March 5 - March 9)  
 

 After piercing through the 5,000 resistance, the market may be due for a correction. We expect the index to trade at the lower 
range of 4,950-5,000. Any further uptick depends on the succeeding actions taken by the government to support economic 
growth. The inflation figure for February will also come into play. A lower-than-expected read will surely support the equity and 
fixed income markets as well as the country’s currency.  


