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March 11, 2013 

Global Financial Markets 
 
Global markets were mostly upbeat amid a number of positive economic data releases from the world’s biggest economy 

throughout the week. For equities markets, only Asian shares lagged, bogged down by recent policy actions from China. 

Safe-haven bonds and currencies were likewise shrugged aside in favor of riskier assets as investors took their cues from 

the run-up in US equities. 

Global Equities 
 

Global equities markets on 

the western hemisphere 

rallied throughout the week 

as consecutively positive 

economic releases from the 

US buoyed investor 

sentiment. Data released 

showed that the world’s 

biggest economy may finally 

be getting back on its feet 

given the optimistic factory, 

consumer confidence and 

jobs data, among others. 

Further adding to the festive 

mood was a statement from 

the Fed’s Vice Chairwoman 

Janet Yellen earlier during 

the week, wherein she 

affirmed that the FOMC was 

looking to keep the easy 

monetary policy well into the 

nation’s recovery. There 

were a number of dismal 

data from the Euro-zone, 

though European markets 

still managed to gain on good 

corporate outlooks and the 

prospect of continued stimulus measures from global central banks.  

 

Economic releases from the US for the week were quite uplifting and pointed to improvement across almost all sectors. On the 

other hand, news flows from the Euro-zone remained bleak and disappointing.  

 Based on data from the Institute for Supply Management (ISM), US factories expanded last February at the quickest pace 

in almost two years. The ISM factory index climbed to 54.2, higher than market expectation of 52.5, and the highest 

reading since June of 2011. Further analysis of the data indicated that the increase was due to a jump in orders, which 

spiked to 57.8 from 53.3. 

 Consumer confidence improved in February due to more positive signs of expanding employment. The University of 

Michigan/Thomson Reuters consumer sentiment index rose 77.6, beating the market estimate of 76.3, from 73.8 in 

January and 75.3 in February 2012. Likewise, the expectations index rose to 70.2 from 66.6 and the current economic 

conditions Index rose to 89.0 from 85.0.  

 US private business added new employees at a much faster pace than expected last February. Data computed for by 

payroll process Automatic Data Processing Inc. (ADP) and Moody’s Analytics showed that private-sector jobs rose by 

198,000, much higher than the market estimate of 170,000. ADP added that service-sector jobs increased by 164,000 

while factor jobs added only 9,000. 

28-Feb-13 07-Mar-13 % Change

MSCI World 1,405.18 1,424.88 1.40%

MSCI Europe 99.64 100.76 1.12%

MSCI Asia-Pacific ex-Japan 481.33 481.06 -0.06%

Dow Jones Industrial Average 14,054.49 14,296.24 1.72%

S&P 500 1,514.68 1,541.46 1.77%

Global Equity Performance
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 Activity in the euro-zone manufacturing sector shrank in February. Data analyst firm Markit said its monthly poll of 

manufacturing industry executives held steady at 47.9, slightly higher than the market estimate of 47.8. Any figure below 

50 indicates a contraction. Activity has now contracted for 19 months.   

 Last January, unemployment in the euro zone climbed to its highest rate on record. 11.9% of the euro zone's workforce 

was unemployed, which was the highest percentage for the bloc since records began in 1995. Further analysis of the data 

showed that the increase was due to a surprise jump in Italy's unemployment rate to 11.7%, the highest figure since 1992, 

from 11.3% in December. 

 The Euro-zone’s survey of purchasing managers showed that business activity for the month of February contracted, 

though not as fast as expected. According to Markit, the composite PMI for the region dropped to 47.9, slightly higher than 

the market estimate of 47.3, though lower than the 48.6 last January. This meant that the Euro-zone’s first quarter GDP 

would probably decline and may not exhibit growth until the latter part of the year, Markit added. 

 Euro-zone gross domestic product (GDP) contracted by 0.6% quarter-on-quarter for the final quarter of 2014. This figure 

was similar to the initial estimate made last February 14, and further underscored the region’s dismal outlook. All of the 

currency bloc’s major economies including Germany (-0.6%), France (-0.3%), Spain (-0.8%) and Italy (-0.9%) likewise 

showed a contraction in growth. For full-year 2012, Euro-zone GDP shrank 0.9% year-on-year.. 

 

Conversely, Asian stocks were dragged down by weak Chinese manufacturing data as well as the Chinese State Council’s decision 

to impose new restrictions, including higher down-payments and mortgage rates on second homes in cities that have experienced 

steep rises in property prices. Most Asian shares managed to pick up during the middle of the week on the back of speculation that 

major central banks would carry on with their stimulus measures, but still closed Thursday in the red as investors shifted to “risk-off” 

mentality ahead of a series of key central bank events and economic releases. 

 

Week-on-week, the MSCI World index increased 1.40%, led by the European region which grew 1.12%. The Asian region lagged, 

losing 0.06%. Meanwhile, the US equities market breached multi-year highs with the Dow Jones Industrial Average index and the 

S&P500 index gaining 1.72% and 1.77%, respectively. 

 
 

Global Bonds 

 
US Treasury prices exhibited a downward trend for much of the week as 
anxieties over the sequestration and the Italian polls slowly ebbed away and 
gave way to a slew of upbeat economic data releases. The prospect of 
continued stimulus measures and the FOMC’s Beige Book which gave a 
positive feedback on the US economy also dampened demand for safe-
haven treasuries, causing prices to slide further. Week-on-week, yields on the 
10- and 30-year benchmarks rose 12.09 and 11.76 basis points, respectively. 

 
 
Currencies  
 
The euro enjoyed much attention during the week as uplifting economic data 

drove investors back to riskier currencies. Likewise, the European Central 

Bank’s decision to leave benchmark policy rates unchanged further helped 

the shared currency rebound against its major currency counterparts. Week-

on-week, the euro gained 0.58% and 2.54% against the US dollar and the 

Japanese yen, respectively.  

 
 
The week ahead (Mar 11 – Mar 15) 
 
Movements of global markets this week were hinged on the multitude of economic data releases from across the globe. For the 

week ahead, we expect most markets to move on a downward trend as investors consolidate gains made this week. Market 

watchers will also be awaiting the US non-farm payrolls report and the unemployment rate which are set to be released on Friday 

morning once the US market opens. 

US Treasury Yield Curve

Tenor 28-Feb 7-Mar  +/- bps

3m 0.101 0.096 -0.51

6m 0.122 0.107 -1.52

2y 0.234 0.250 1.57

5y 0.761 0.854 9.32

10y 1.876 1.997 12.09

30y 3.086 3.203 11.76

Currencies 

1-Mar 8-Mar % Change

USD/PHP 40.690 40.730 -0.10%

EUR/USD 1.3022 1.3098 0.58%

GBP/USD 1.5038 1.5009 -0.19%

USD/JPY 93.59 95.46 -1.96%

AUD/USD 1.0203 1.0262 0.58%

USD/CHF 0.9429 0.9435 -0.06%

EUR/CHF 1.22799 1.23584 -0.64%

EUR/JPY 121.87 125.04 -2.54%
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March 11, 2013 

Philippine Financial Markets 

 
The local equities market gained ground, breaching a historic 6,800 level, on the back of positive corporate earnings 
result. Meanwhile, developments in the global front spilled over to the local fixed income and currency markets. 
Moreover, talks of further reduction in the SDA facility resulted in strong buying of local government securities.  
 
 
 

Local Equities 
 

The local equities market was dragged by profit-taking at the start of the 
week, following news on China’s tightening of mortgage rules to cool its 
property market. It then advanced to 6,700 level on the back of gains made 
by several blue chip issues. The ascent was further buoyed by upbeat 
corporate earnings results, easily breaching the 6,800 level. However, the 
local benchmark index dropped by as much as 110 points following back-to-
back equity placements of Ayala Land, Inc. (ALI) and Rizal Commercial 
Banking Corporation (RCB). The local main-share index recovered from the 
sudden decline at the end of the week, hitting a new intraday high of 
6,859.79. Week-on-week, the PSEi gained 191.50 points, or 2.88% higher, to 
close at 6833.77. 
 
 

Conglomerate 

 Aboitiz Equity Ventures Inc. (AEV) reported a full-year 2012 net profit of Php23.9 billion, up 13% year-on-year, on the 

back of higher earnings from its power, banking and food-related businesses. The company’s core earnings for last 

year amounted to Php23.4 billion, up 12% year-on-year. Data released showed that the company had booked a 

number of one-time items including a gain of Php541 million from its power business, and a non-recurring net loss due 

to higher fuel cost booked by its geothermal plants as reimbursements were made to its steam supplier. Moreover, the 

full-year net profit for 2012 translates to a Php4.33 earnings per share for AEV. 

Utilities 

 The Philippine Long Distance Telephone Co. (PLDT) reported that its net income grew by 11.99% to Php35.5 billion 

last year from Php31.7 billion in 2011. This was mainly due to higher service revenues from its wireless, fixed-line, and 

business process outsourcing (BPO). Total revenues climbed by 12.32% to Php172.63 billion in 2012, from 

Php153.96 billion buoyed by an uptick in service revenues. PLDT’s wireless revenues inched up by 14.84% to 

Php117.3 billion from Php102.1 billion while fixed-line revenues rose 4.25% to Php61.3 billion from Php58.8 billion. 

Meanwhile, revenues from BPOs inched up by 15.11% to Php9.9 billion from Php8.6 billion.  PLDT’s expenses also 

grew, increasing by 15.59% to Php132.19 billion from Php113.38 billion on the back of higher depreciation and 

amortization, among other costs. 

Financials 

 Listed bank Rizal Commercial Banking Corp. (RCBC) recently completed a US$150 million equity deal with the 

purpose of increasing capital adequacy before the Basel 3 framework is implemented. The entire amount was sold at 

Php64 per share during an overnight deal which was 3.2 times oversubscribed. RCBC head of strategic initiatives 

John Deveras stated that of the total issue, US$100 million was composed of primary shares while the rest were 

secondary shares. 

Properties 

 Ayala Land, Inc. (ALI) has raised roughly Php12.2 billion from the sale of 399.53 million common shares at a price of 

Php30.50 per share. ALI disclosed that it will use the proceeds of the share placement primarily for its capital 

spending this year or to fund the next phase of development which will enable it to sustain its high growth trajectory. 

ALI earmarked Php65.5 billion for capital expenditures this year from which Php46 billion will be for project completion 

and approximately Php20 billion for land banking. 

1-Mar 8-Mar % Change

PSEi 6,642.27 6,833.77 2.88%

Philippine Stock Exchange Index
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Philippine Bond Markets  
 
Prices of local government securities rallied during the week as strong 
buying interest was observed fuelled when BSP Governor Tetangco hinted 
that the central bank may make further adjustments in the SDA facility. In 
general, yields declined by 13 basis points, led by the short end of the 
curve which dropped by 17 basis points. Likewise, the belly and long-end 
of the curve went down by 10 and 12 basis points, respectively. 
 
 
Philippine Peso 

 
The Philippine peso traded sideways against the greenback as losses 
caused by speculation that the BSP will continue to find more ways to 
temper the country’s appreciation were countered by optimism over the 
global economy. Global risk-on sentiment ensued following these events: 
China pledged to maintain its growth target, Dow Jones climbed to a new 
record while BOJ and the ECB kept its rates unchanged following their 
policy meetings. Week-on-week, the local currency gained 1 centavo to 
close at 40.680. 
 
 
Data released by the National Statistics Office showed that consumer prices rose by 3.4% year-on-year for the month of February, 
following the 3% reported last January. The figure was slightly higher than the market estimate of 3.3%, and in the upper spectrum 
of the government’s forecasted 2.8%-3.7%. It also was the most accelerated pace of inflation in 5 months. The report likewise 
showed that the increase was mainly driven by higher food and non-alcoholic beverage prices, which climbed 2.9% year-on-year, 
compared to the 2.3% gain in January. Meanwhile, prices of alcoholic beverages and tobacco spiked 29% on account of higher 
taxes. 
 
According to the Department of Finance, the budget deficit for 2012 reached Php242.827 billion, below the government’s ceiling of 
Php279.106 billion and equivalent to 2.3% of the country’s gross domestic product (GDP). For the month of December, the national 
government incurred a deficit of Php115.745 billion.  Revenue collections totaled Php1,534.932 billion  in 2012 or a 12.9% increase 
from Php1,359.942 billion registered in 2011. Meanwhile, expenditures amounted to Php1,777.759 billion last year.. 
 
According to the budget department, Php898.3 billion or 91.9% of the Php977.7 billion total for government agency budgets under 
the national budget of 2013 were released to respective agencies as of January 31, which left Php79.402 billion. Budget Secretary 
Florencio B. Abad said that departments and agencies now have sufficient budgetary support for the immediate implementation of 
their programs and projects. He added that those departments can commence their procurement activities in the first quarter and 
quicken project execution ahead of the election ban.. 
 
The government has allotted roughly Php900 million for the mechanization of corn farms and provision of post-harvest facilities 
which aim to improve the corn production of the country. According to Department of Agriculture (DA) assistant secretary Edilberto 
De Luna, the DA has allocated Php380 million for the mechanization of corn farms and approximately Php520 million for the 
provision of post-harvest facilities for small –scale corn farmers. The bulk of the budget will be spent purchasing 90-horsepower 
tractors that will be deployed to a corn farmer cooperative covering a total clustered area of more or less 300 hectares.. 
 
Credit rating agency Standard & Poor’s Rating Services (S&P) have recently upgraded its growth forecast for the Philippines, 
stating that an improving global economic backdrop will benefit countries in the Asia-Pacific. According to S&P yesterday, the 
country’s economic growth could reach 5.9% in 2013, then slightly slow down to 5.7% in 2014. Though the figures are still lower 
than the Aquino administration’s target of 6-7% for 2013, the county’s projected growth is still higher than the outlook for the Asia-
Pacific region, which is collectively seen to grow at 5% in 2013. 
 
 
 
 
 
 
 
 
 
 
 

Tenor 1-Mar 8-Mar  Change

1m 0.49 0.38 -11

3m 0.49 0.34 -15

6m 0.52 0.43 -9

1y 1.18 0.82 -35

2y 2.49 2.53 4

3y 2.92 2.92 0

4y 3.27 3.25 -2

5y 3.50 3.15 -34

7y 3.62 3.43 -19

10y 3.74 3.71 -3

20y 5.26 5.13 -14

25y 5.02 4.82 -20

Average -13

Peso Yield Curve                                       

(PDST-F Reference Rates)
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The week ahead (Mar 11 – Mar 15) 

We expect the local equities market to trade sideways with an upward bias. The local benchmark index will be supported by the re-
composition of the index set on March 11 where Bloomberry (BLOOM) will replace SM Development Corporation (SMDC). For the 
coming week, our trading range is between 6,750 and 7,000.  

An event to watch out for next week will be the policy meeting of the Monetary Board to be held on Thursday, March 14, where a 
further SDA rate cut may be decided. This action would possibly affect liquidity in the equities market as more funds move from low 
yielding securities to the stock market.  

Likewise, trading in the local fixed income and currency markets will depend on the outcome of the upcoming monetary board 
meeting by the BSP. The monetary authorities have hinted that they are not ruling out a further cut in SDA rates. Moreover, market 
watchers will continue to monitor the developments abroad in the US, Euro-zone and Asian counterparts. 

 

 

 

 


