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March 18, 2013 

Global Financial Markets 
 
Global markets were on mostly positive ground again amid a slew of upbeat economic releases from the US and bright 

spots from the Euro-zone as well. Demand for safe-haven bonds was limited as investors shifted to a risk on stance, while 

currencies were mostly unchanged as the euro struggled to keep afloat amidst a week of ups and downs in developments 

and data. 

Global Equities 
 

It was another good week for 

most global equities as 

markets were buoyed by the 

US Stock Market, which 

rallied to record highs on the 

back of constant upbeat 

economic data. Starting off 

the week were excellent 

employment data which 

included an unemployment 

rate that fell to 7.7%, the 

lowest since December 

2008, from 7.9%, and a non-

farm payrolls report which 

surged by 236,000 in 

February. The rest of the 

week’s releases were on a 

similar beat, with small the 

National Federation of 

Independent Business’ 

small-business optimism 

index rising to 90.8 (Mkt. 

Est.: 90.0) and US retails 

sales jumping by 1.1%, more 

than double the expected 

0.5% growth for the month of 

February. Likewise, business 

inventories jumped 1.0% 

(Mkt Est.: +0.5%) for the month of January, indicating that companies may have expected stronger sales in the months to come. 

The US government also reported a budget deficit of US$203.5 billion for the month of February, lower than the market estimate of 

a US$205 billion deficit. The figure, lower by 12% year-on-year, was driven by a 19% yearly increase in revenue, which includes the 

expiration of a temporary payroll-tax cut at the end of 2012. This brings the fiscal five-month deficit of the US government to a 

US$494 billion deficit, down by US$87 billion year-on-year.  

 

Over in Europe, news flows continued to be disappointing as Fitch ratings cut Italy’s sovereign credit rating by one notch to BBB+ 

with a negative outlook, due to political uncertainty and the country’s rising debt. Moreover, during the fourth quarter of 2012, Italy’s 

economy reportedly contracted by 0.9% in real terms, pulling down the GDP by 2.8% year-on-year. German data was also quite 

weak, with industrial production for the month of January coming out lower than expected at 0% month-on-month (Mkt Est.: +0.4%). 

However, there were some bright spots such as the Organization for Economic Cooperation and Development (OECD) showing a 

gauge of activity from the Euro-zone which indicated that the region actually appeared to pick up steam in January. According to the 

OECD, its composite leading indicators for the region rose to 99.7 from 99.6, which pointed to a slight pickup in growth. Moreover, 

European Union leaders indicated in a draft statement that they might give certain countries including France, Spain and Portugal, 

added time to bring down their deficits. Other developments in the region will be known following their two-day summit held in 

Brussels on March 14-15. 

07-Mar-13 14-Mar-13 % Change

MSCI World 1,424.88 1,440.21 1.08%

MSCI Europe 100.76 102.61 1.84%

MSCI Asia-Pacific ex-Japan 481.06 476.36 -0.98%

Dow Jones Industrial Average 14,329.49 14,455.28 0.88%

S&P 500 1,544.26 1,554.52 0.66%

Global Equity Performance
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Asian markets mostly took cues from the US markets at the start of the week, though tapered off slightly as investors progressively 

worried that the rally in previous weeks was unfounded given softening profit reports among companies. Chinese market players 

were also cautious ahead of announcements from the National People’s Congress, China’s top legislatures and amid concerns tha t 

the country’s uptick in inflation (+3.2% YoY) would prompt the central bank to tighten policies. It must be noted, however, that the 

Japanese stock market bucked the regional trend as the yen continues to steadily depreciate. Year-to-date, the Nikkei 225 is the 

best-performing bourse in Asia returning 19.11%. 

Week-on-week, the MSCI World index gained 1.08% led by the European region which rallied by 1.84% while the Asia-Pacific ex-

Japan region declined by 0.98%. US equities continued to breach historic highs with the Dow Jones Industrial Average index and 

the S&P500 index gaining 0.88% and 0.66%, respectively.  

 
Global Bonds 

 
US Treasury prices fell during the week as investors adopted a “risk on” 
sentiment amid continuous upbeat news flows from the world’s biggest 
economy. Bond prices only managed to recover slightly after the US Treasury 
Department’s 10-year bond auction held Wednesday drew strong demand, as 
buyers were attracted by the higher yields. The auction’s bid-to-cover ratio was 
at 3.19, which was the highest since October. Overall, strong demand allowed 
the government to sell the bonds at a lower yield than expected, at 2.029%. 
Conversely, the Treasury Department’s auction on Thursday sold US$13 billion 
worth of 30-year bonds at a yield of 3.248%, which was the highest in a year. 

 
Week-on-week, the 2- and 10-year benchmarks climbed 1.20 and 3.31 basis points, respectively. 
 
Currencies  
 
The euro struggled to recover against the US dollar as more negative 

economic data made its way out of the region, causing markets to shift to safer 

assets. Further evidence of recovery in the US economy likewise encouraged 

investors to opt for the greenback over other currencies. However, dovish 

statements from the European Central Bank helped keep the euro afloat. 

Week-on-week, the shared currency managed to inch up 0.09% against the US 

dollar and 0.08% against the Japanese yen.  

 
 
The week ahead (Mar 18 – Mar 22) 
 
Markets this week were lifted by the seemingly Teflon-coated US economy as more positive data releases lifted stock markets to 

historic highs. Markets are not immune to gravity, however, and for the week ahead, we expect most markets to trade lower as 

investors begin to consolidate gains made over the past few days. Investors will also be anticipating the outcome of the EU summit 

in Brussels. Other data releases to watch out for include the US inflation figure for the month of February, the University of Michigan 

Consumer Confidence index and US existing home sales.   

 

 

 

 

 

 

US Treasury Yield Curve

Tenor 7-Mar 14-Mar  +/- bps

3m 0.096 0.091 -0.50

6m 0.107 0.107 0.00

2y 0.250 0.262 1.20

5y 0.854 0.873 1.82

10y 1.997 2.030 3.31

30y 3.203 3.239 3.56

Currencies 

8-Mar 15-Mar % Change

USD/PHP 40.680 40.620 0.15%

EUR/USD 1.3005 1.3017 0.09%

GBP/USD 1.4925 1.5120 1.31%

USD/JPY 96.00 96.00 0.00%

AUD/USD 1.0236 1.0372 1.33%

USD/CHF 0.9514 0.9463 0.54%

EUR/CHF 1.23723 1.23184 0.44%

EUR/JPY 124.86 124.96 -0.08%
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Philippine Financial Markets 

 
Local equities lost ground, falling back to the 6,600 mark, on the back of profit-taking as investors positioned 
themselves ahead of the FTSE rebalancing. Meanwhile, local bond yields declined for another week after further 
reduction of the SDA rates by the Bangko Sentral ng Pilipinas. The Philippine peso surged on the back of the country’s 
encouraging macroeconomic fundamentals. 
 
 

Local Equities 
 

The local equities market slipped below the historic 6,800 level as investors took 
profits throughout the week and adjusted their positions in line with the FTSE 
rebalancing. Aboitiz Power Corporation (AP) declined the most after it was 
dragged down by last-minute bulk trading earlier in the week. Philex Mining 
Corporation (PX) also declined as they announced plans for a Php12.3 billion 
rights offer meant to fund the Padcal mine repairs and Silangan exploration. 
Bloomberry Resorts Corporation (BLOOM) reported one of the steepest declines 
too, as investors sold down on news, ahead of the opening of Solaire Manila. 
Week-on-week, the PSEi surrendered 179.17 points, or -2.62%, to close at 
6,654.60. 
 
 

Conglomerate 

 Ayala Corp. (AC) reported that its consolidated profits grew by 12% to Php10.6 billion last year on the back of 

improved performance of its real estate, banking and water units. Core net income, meanwhile, soared 32% to 

Php11.6 billion. Likewise, consolidated revenues increased by 16% to Php125 billion while equity earnings reached 

Php14.3 billion or 16% higher from the previous year. AC President and Chief Operating Officer Fernando Zobel de 

Ayala said that they are encouraged by the strong performance of the company’s core businesses and improved 

profitability of international businesses which validates the programs and strategies they implemented across the 

group over the last 2 years. 

 The Philippine Stock Exchange and Singapore Exchange (SGX) have signed a memorandum of understanding to 

develop Philippines-linked derivatives products. The two bourses will develop and promote Philippine futures and 

options to meet the demands of international investors, especially as a risk management tool. The first product to be 

launched in 4Q2013 would be a Philippines index futures which will be based on the MSCI Philippines index. This tie-

up would benefit both parties as SGX adds another product to position itself as a one-stop access into Asia’s key 

capital growth markets while PSE has the opportunity to advance its derivatives markets. 

Power 

 Energy Development Corp. (EDC) is looking to raise roughly Php7 billion through bonds. EDC plans to sell a principal 

amount of Php5 billion, with an oversubscription option of up to Php2 billion. Moreover, the power producer said that 

the bonds are divided into two tranches; seven-year fixed rate bonds due in 2020 and 10-year fixed rate bonds due in 

2023. EDC added that the proceeds from the issuance will be used to support its business expansion plans, finance 

capital expenditures and bankroll general corporate purposes. 

Properties 

 Bloomberry Resorts Corp. (Bloom) disclosed yesterday that its subsidiary Sureste Properties, Inc. and Bloombery 

Resorts and Hotels Inc. have secured Php14.3 billion in loans from BDO Unibank Inc, China Banking Corp. and 

Philippine National Bank to finance the construction of the Phase 1A expansion of Solaire Manila. Opening on March 

16, the first phase of the project consists of an 11-storey, 500-room hotel above a three-level podium. Its casino area, 

which will hold 1,200 slot machines, is 18,500 square meters. 

 Robinsons Land Corp. (RLC) has earmarked roughly Php6 billion for the development of new shopping malls that will 

begin commercial operations this year. The company’s commercial centers division simultaneously launched 4 new 

malls located in Malolos, Bulacan; Santiago, Isabela; Roxas City and Butuan. RLC President Frederick Go said that 

8-Mar 15-Mar % Change

PSEi 6,833.77 6,654.60 -2.62%

Philippine  Stock Exchange  Index
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these markets which the malls are located have a growing consumer market and have remained underserved in the 

past several years. He also said that the construction cost for the shopping malls requires a minimum investment 

Php6 billion. 

Philippine Bond Markets  
 
Local government securities prices rose during the week as strong buying 
interest was observed, particularly on the long-tenored buckets as investors 
positioned themselves ahead of the central bank’s monetary board meeting 
held on March 14. After the meeting, the monetary authorities cut SDA rates 
by another 50 basis points. In general, yields declined by 6 basis points led 
by the long-end of the curve which dropped by 14 basis points. Likewise, the 
belly and short-end of the curve went down by 5 and 0.3 basis points, 
respectively.  
 
 
Philippine Peso 
 
The Philippine peso rallied against the US Dollar as the country and region’s 
economic growth prospects attracted capital flows. However, the BSP’s 
recent policy move to cut down SDA rates by another 50 basis points across 
all tenors slightly tempered earlier gains.  Week-on-week, the local currency 
gained 6 centavos to close at 40.620. 
 
 
 
The Bangko Sentral ng Pilipinas (BSP) cut SDA rates by 50 basis points across all tenors for a second time this year following the 
Monetary Board meeting held on March 14, but kept benchmark interest rates steady. According to BSP Governor Tetangco, the 
central bank is moving to an interest-rate corridor approach as the peso’s gains hurts exporters and erodes the value of 
remittances. The rates on all SDAs are now at 2.5% effective immediately. 
 
Based on preliminary data released by the National Statistics Office (NSO), the country’s exports last January dropped for the first 
time in five months. Merchandise exports declined by 2.7% year-on-year to US$4.01 billion during the first month of 2013, a 
reversal of the 3.0% annual growth posted in January 2012. The decline was mainly due to a drop in exports of electronic products 
(-31.9% YoY and -2.6% MoM). The top export destinations for the month of January were Japan, which received shipments totaling 
US$769.03 million (+8.8% YoY) and South Korea with US$769.03 million (+300% YoY). 
 
The country’s total foreign direct investments (FDI) reached US$2.033 billion last year, breaching the full-year forecast of US$1.5 
billion. The figure was the highest in five years and 10% higher than the US$1.852 billion in 2011. According to the Bangko Sentral 
ng Pilipinas (BSP), the country continued to benefit from strong foreign investors’ confidence in the resilience of the domestic 
economy, given strong economic growth amid low and stable inflation, and strong external payments dynamics. Majority of 2012’s 
equity capital originated from the United States, Australia, the Netherlands, Japan and the British Virgin Islands. 
 
Data from the Bangko Sentral ng Pilipinas (BSP) showed that the peso rediscount facility soared by 75% in the first two months of 
this year to Php8.102 billion compared with Php4.63 billion registered in the same period a year ago. Commercial credits accounted 
for 86.3% of the total amount, while 1.7% was made up of agricultural and industrial credits, and the remaining 12% went to other 
credits such as capital expenditures (6.6%), services (5.3%) and permanent working capital (0.1%). Data also revealed that 7 
commercial banks availed loans from the dollar rediscount facility which benefited 20 exporters. 
 
Data from the Bureau of the Treasury showed that government borrowings soared by 71% to Php955.2 billion last year as sourcing 
of funds coming from the domestic market increased, with the government taking advantage of strong liquidity and the low interest 
rates regime. Out of the total amount, domestic borrowings accounted for the bulk, or Php798.53 billion with the government 
becoming less dependent on foreign funds given ample liquidity in the domestic market. Moreover, domestic borrowings were more 
than twice the Php364.7 billion registered in 2011. On the other hand, foreign borrowings slipped back 19.4% to Php156.6 billion. 
 
 
 
 
 
 
 
 

Tenor 8-Mar 15-Mar  Change

1m 0.38 0.38 0

3m 0.34 0.34 0

6m 0.43 0.44 1

1y 0.82 0.81 -2

2y 2.53 2.38 -15

3y 2.92 3.03 11

4y 3.25 3.17 -8

5y 3.15 3.17 2

7y 3.43 3.28 -15

10y 3.71 3.53 -18

20y 5.13 5.04 -9

25y 4.82 4.67 -14

Average -6

Peso Yield Curve                                       

(PDST-F Reference Rates)
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The week ahead (Mar 18 – Mar 22) 

 

We expect the local equities market to rebound after consolidating to 6,600 level this week, coming from an all-time high of 6,867. 
The local benchmark index will be driven by the 50-basis points SDA rate cut made by the Monetary Board last Thursday which 
should improve performance of rate cyclical stocks like property and financials. The index will have a support at 6,550 with a trading 
range between 6,600 and 6,800. 

On the local fixed income and currency markets, investors will continue to watch out for developments on the global 
macroeconomic backdrop with the results of the EU summit coming up, as well as economic data releases from the world’s largest 
economy. Meanwhile, on the local front, the release of the balance of payments data would further cement the country’s resilience 
from global headwinds. 

 

 


