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March 25, 2013 

Global Financial Markets 
 
Global market sentiment was mostly downbeat for the week amid tumultuous events in the Euro-zone, particularly in the 

small island nation of Cyprus. Most equities markets surrendered gains made in the previous week as investors adopted a 

risk-off stance, which buoyed demand for safe-haven currencies and bonds. 

Global Equities 

 

Global equities markets 

exhibited mixed movements 

throughout the week as 

investors traded cautiously 

amid renewed concerns over 

the Euro-zone’s fiscal crisis, 

which was further highlighted 

after Cyprus requested for a 

bailout. Last weekend, the 

Cypriot government requested 

for a 10 billion euro bailout from 

the troika to cover both its 

financial needs and the 

shortfalls faced by its largest 

banks. In response, the 

European Union and the 

International Monetary Fund 

required that the government 

raise nearly 6 billion euros by 

imposing a levy on bank 

deposits. The proposal was met 

with much criticism, and was 

eventually voted against by 36 

members of the 56-member 

parliament. However, the ECB 

has threatened to shut off 

crucial financing for banks in 

Cyprus as parliament members again put off making a vote on Thursday. The mechanics of how the government can raise such an 

amount is yet to be determined, but the vote has been rescheduled for Friday. Moreover, European equities ended the week 

negatively as data released Thursday showed that Euro-zone, German and French business activity all contracted.  

Over in the US, investors took advantage of the downbeat sentiment to book profits from the previous week’s solid gains. The sell-

off was cut short early on as the Federal Reserve reconfirmed its promise to support the economy in the near future, fuelling 

investors’ risk appetite and boosting the market. Positive economic data on the US housing market likewise boosted confidence in 

the local economy. For the month of February, single-family home construction in the US rose to almost a five-year high, rising 

0.5% month-on-month to 618,000 units. Year-on-year, construction of single-family homes soared by 31.5%. Housing starts rose 

0.8% month-on-month, milder than the market estimate of +2.8%, to a seasonally adjusted yearly rate of 917,000. Meanwhile, the 

figure released last January was upwardly revised to 910,000. However, equities still ended the week lower amid headwinds from 

the Euro-zone. 

Asian markets dropped during the week, mirroring losses caused by the Cypriot bailout conundrum though losses were tempered 

as investors surmised that Japan’s new central bank governor may announce a more aggressive policy stance. In particular, 

Japan’s Nikkei 225 index gained ground, up by 0.60% for the week as the BoJ’s new governor stressed his commitment to do 

“whatever it takes” to end deflation. 

14-Mar-13 21-Mar-13 % Change

MSCI World 1,440.21 1,426.66 -0.94%

MSCI Europe 102.61 101.15 -1.42%

MSCI Asia-Pacific ex-Japan 476.36 467.43 -1.87%

Dow Jones Industrial Average 14,539.14 14,511.73 -0.19%

S&P 500 1,563.23 1,558.71 -0.29%

Global Equity Performance
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Week-on-week, the MSCI World index declined by 0.94% led by the Asia-Pacific ex-Japan region which lost 1.87%, and the 

European region which fell 1.42%. US equities likewise ended in the red with the Dow Jones Industrial Average index and the 

S&P500 index losing 0.19% and 0.29%, respectively.  

 
Global Bonds 

 
US Treasury prices were pushed higher during the week as demand for safe-
haven bonds was boosted by renewed concerns over the Euro-zone. Though 
promises of support from the Federal Reserve slightly tempered gains, a risk-
off sentiment was quite evident once more after the release of disappointing 
economic figures from Europe. Week-on-week, the 2- and 10-year 
benchmarks gave back 1.60 and 11.84 basis points, respectively. 

 
 
 
 
 
Currencies  
 
The riskier euro trended lower against most of its major trading counterparts 

as concerns over financial stability in the Euro-zone caused investors to flock 

to safe-havens. Weak business activity data coming out of the region, even 

from Germany, likewise lessened demand for the shared currency. For the 

month of March, business activity in the Euro-zone and Germany declined 

sharply. Markit stated that its composite PMI for the Euro-zone dropped to 

46.5, much lower than the market estimate of 48.2, from 47.9 last February. 

Germany business activity likewise slowed as its composite PMI fell to 51.0 

from 53.3, which manufacturing sector slipping to 48.9 from 50.3 in February. 

Note that a figure below 50 indicates a contraction. Week-on-week, the shared 

currency lost 1.21% against the US dollar and 2.25% against the Japanese 

yen.  

 
 
The week ahead (Mar 25– Mar 27) 

 
Movements of global markets this week were largely hinged on developments regarding the Cypriot bail-out. Moreover, 

disappointing data from the Euro-zone indicated that the region was not out of the woods yet. For the week ahead, we expect 

markets to trade with a slight downward bias as investors continue to monitor the situation in Cyprus. Economic data releases from 

the US including the University of Michigan Survey of Consumer Sentiment and Durable Goods New Orders index will likewise 

affect investor sentiment.   

 

 

 

 

 

 

 

 

Currencies 

15-Mar 22-Mar % Change

USD/PHP 40.620 40.745 -0.31%

EUR/USD 1.3076 1.2904 -1.32%

GBP/USD 1.5114 1.5179 0.43%

USD/JPY 95.28 94.93 0.37%

AUD/USD 1.0409 1.0431 0.21%

USD/CHF 0.9387 0.9465 -0.82%

EUR/CHF 1.22733 1.22137 0.49%

EUR/JPY 124.58 122.5 1.70%

Currencies 

15-Mar 22-Mar % Change

USD/PHP 40.620 40.840 -0.54%

EUR/USD 1.3076 1.2918 -1.21%

GBP/USD 1.5114 1.5186 0.48%

USD/JPY 95.28 94.33 1.01%

AUD/USD 1.0409 1.0449 0.38%

USD/CHF 0.9387 0.9454 -0.71%

EUR/CHF 1.22748 1.22136 0.50%

EUR/JPY 124.59 121.85 2.25%
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Philippine Financial Markets 

 
Local equities retreated during the week as market players took profits from previous weeks’ rallies. Meanwhile, local 
bond yields declined yet again after the BSP reduced the rates of the SDA facility by another 50 basis points and 
following a well-received auction. The Philippine peso weakened against the greenback on Euro-zone concerns. 
 
 

Local Equities 
 

The local equities market experienced correction after the strong run-up at 
the start of the year. This was triggered by profit-taking and broad-based 
selling. Similarly, foreign funds were seen liquidating positions due to fund 
redemptions offshore borne from concerns regarding the recent events in 
Cyprus. The local benchmark index then recovered from eight-day retreat on 
the back of upbeat corporate earnings results. The rebound was further 
supported by bargain hunting towards the end of the week. Foreign 
investors were net sellers at Php3.78 billion. Week-on-week, the PSEi 
dropped by 135.89 points, or -2.04%, to close at 6,518.71. 
 
 

Conglomerate 

 The Philippine Stock Exchange (PSE) posted a 53.7% growth in its net income last year to Php624.17 million from the 

Php406.19 million registered in 2011. PSE President and CEO Hans Sicat said that a favorable macro environment 

and several game-changing PSE initiatives they have managed to implement combined to kick-start and sustain the 

stirring run of the market. Operating revenues grew by 27% to Php1.14 billion last year from Php900.76 million in the 

previous year. Likewise, income from investments surged by 30% to Php1.31 billion last year. Operating expenses, on 

the other hand, grew at a slower pace, rising by 14.6% to Php505.13 million due to increases in professional fees, 

manpower cost, and depreciation and maintenance costs of the newly installed trading system. 

Food 

 San Miguel Brewery Inc. is about to report strong financial results for the full year 2012 later this week. The brewing 

unit posted total revenue of Php76 billion or 5.7% higher than Php71.9 billion in 2011, according to a company official 

familiar with the issue. The official added that income from operations was roughly estimated at Php22 billion while net 

income grew by 20% to Php14 billion. The uptick was primarily attributed to higher beer sales complemented by the 

country’s strong macroeconomic fundamentals. 

Financial 

 Metrobank-owned Philippine Savings Bank (PSB) is anticipating a 15% increase in net income this year on the back of 

increased lending. According to PSB President Pascual M. Garcia III, growth in the bank’s consumer loans, 

particularly in auto and mortgage loans, would allow the bank to reach its target for 2013. He added that the bank was 

looking to grow their loans by 24% for the year. The bank would also be extending its reach as it opens six more 

branches, to be located within and outside of Metro Manila, and 10-20 automated teller machines (ATMs) nationwide, 

in 2013. 

Mining and Oil 

 Petron Corp. posted a decline of its net income last year by 72.94% to Php2.3 billion from Php8.5 billion in 2011. The 

company said that the drop in its net income was due to the loss it reported during the second quarter due to the 

volatility in prices of crude oil and petroleum products. However, it still managed to post a modest income for the entire 

year. Petron saw a 55% increase in its sales revenues to Php424.8 billion from Php274 billion as a result of 

consolidation of its operations in Malaysia and increase in domestic sales volumes. 

 

 

15-Mar 22-Mar % Change

PSEi 6,654.60 6,518.71 -2.04%

Philippine Stock Exchange Index
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Properties 

 Filinvest Development Corp. (FDC), reported a 10% surge in its earnings, breaching the Php4 billion mark last year. 

The increase was mostly driven by all its operating units, led by property and banking.  Revenues derived from real 

estate, banking, sugar, hotel and power generation operations, grew 2.13% to Php29.64 billion from Php24.13 billion 

in the previous year. Meanwhile, expenses also went up at a faster pace, expanding by roughly 30% to Php12 billion 

last year. The company stated that the lion’s share of the revenues was from its property business with improvements 

in shopping mall rentals and sale of residential units and club 

shares. 

Philippine Bond Markets  
 
Prices of local government securities soared during the week, especially on 
the long-end, following the recent move by the Bangko Sentral ng Pilipinas 
(BSP) to cut SDA rates by 50 basis points. Moreover, the successfully held 
20-year Fixed Rate Treasury Notes auction which saw robust demand 
pushed yields lower. Week-on-week, yields declined by an average of 12 
basis points, with the long-end of the curve dropping by 51 basis points. 
 
 
The Bureau of the Treasury sold Php25 billion worth of 20-year Fixed Rate 
Treasury Notes at an auction concluded last March 19. The notes were sold 
at a coupon rate of 3.625%, a record low, from the previous auction’s 
5.750%. Total bids amounted to Php118.33 billion. 
 
 
Philippine Peso 
 
The Philippine peso lost ground against the greenback during the week on 
the back of renewed concerns in the Euro-zone, fuelled by financial uncertainties surrounding Cyprus bailout. Moreover, news that 
BSP was considering additional measures to control capital inflows further weakened the peso. Week-on-week, the local currency 
surrendered 22 centavos to close at 40.840. 
 
The country's balance of payments (BOP) posted a US$960 million deficit for the month of February as dollar outflows from 
settlement of debts to foreign creditors exceeded inflows. The deficit was also a reversal of US$588 million surplus registered 
during the same month a year ago as well as US$2.04 billion surplus in the previous month. Despite registering a deficit, the BSP 
expects the BOP position to turn around again to a surplus in the succeeding months, citing remittances from overseas Filipino 
workers, foreign portfolio investments, and foreign investments in the country’s business process outsourcing sector, all of which 
are expected to sustain their strong performance throughout the course of the year. 
 
Data from the Bureau of the Treasury showed that the government settled Php729.77 billion worth of debt obligations last year, 
roughly 1% higher than previous year’s Php722.75 billion.  Principal payments on government debt came out at Php416.975 billion 
or 6% lower than Php443.75 billion posted in the previous year. Of the total amount of principal payments on government debt, 
Php300.59 billion was for domestic debt while Php143.56 billion was for foreign borrowings. Moreover, total interest payment 
amounted to Php312.8 billion last year, or 12.11% higher than Php279 billion in the previous year with Php201.21 billion accounting 
for interest payments on debt while Php111.58 billion for foreign currency borrowings. 
 
The Bureau of Internal Revenue (BIR) saw its collection grow by 8.5% to Php74.52 billion in February, but fell short of its Php77.12 
billion goal. Of the total BIR collections, Php72.42 billion came from BIR operations or 18.03% more than last year’s collections but 
1.65% short of its Php73.64 billion February target. On the other hand, collections from non-BIR operations totaled Php2.1 billion or 
71.39% less than collections made a year ago. 
 
According to the Department of Budget and Management (DBM), government spending on infrastructure projects soared by around 
58% to Php250.8 billion last year. Budget and Management Secretary Florencio Abad said the uptick represented the government’s 
goal of advancing infrastructure development to support the long-term growth strategy of the country. Furthermore, he said that the 
development of roads and bridges and ongoing initiatives to increase access to tourism hotspots and improve irrigation facili ties will 
help generate jobs and develop high performing markets for local industries. Moreover, spending for maintenance and other 
operating expenditures (MOOE) increased by roughly 28% to Php256.7 billion. 
 
 

T enor 15-Mar 22-Mar  Change

1m 0.38 0.39 1

3m 0.34 0.35 1

6m 0.44 0.44 1

1y 0.81 0.82 1

2y 2.38 2.52 15

3y 3.03 2.80 -23

4y 3.17 3.14 -3

5y 3.17 3.17 0

7y 3.28 3.48 20

10y 3.53 3.69 16

20y 5.04 3.81 -123

25y 4.67 4.22 -46

Average -12

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The World Bank is extending a development policy loan (DPL) worth US$300 million to the country which would help the enact 
reforms in accelerating inclusive growth and more job creations. According to World Bank Country Director Motoo Konishi, the 
Philippines can already implement a comprehensive reform agenda focused on restoring the trust of the people in the government 
by means of improved governance and empowering them to get out of poverty with the approval and release of the DPL. Under the 
DPL, the government is expecting to raise the tax-to-GDP ratio by two percentage points from 12.1% in 2012 to 14.1% this year in 
order to generate more resources for funding important economic and social programs. 
 
 
 
The week ahead (Mar 25 – Mar 27) 

 

We expect the local equities market to continue its rebound after consolidating at the 6,300 level this week.  The uptrend will be 
driven by bargain-hunting on issues that declined significantly in value from the recent correction.  Window dressing will also help in 
the ascent of the index as investors prepare for the quarter-end.  The index’ support level will remain at 6,300 with a trading range 
between 6,400 and 6,650. 

On the local fixed income and currency markets, we expect trading to be light and range-bound throughout the course of the week 
as it is shortened the three days in observance of the Holy Week. Moreover, investors should continue to keep an eye on the 
developments in the global economy, specifically on the uncertainties surrounding Cyprus. 


