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15-Mar-12 22-Mar-12 % Change

MSCI World 1,314.45 1,304.33 -0.77%

MSCI Europe 93.67 91.79 -2.01%

MSCI Asia-Pacific ex-Japan 446.07 438.43 -1.71%

Dow Jones Industrial Average 13,252.76 13,046.14 -1.56%

S&P 500 1,402.60 1,392.78 -0.70%

Global Equity Performance
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Global Financial Markets 
 
Global equities closed the week in the negative, with major indices coming down from four-year highs, as investor 
sentiment was weighed down by pressures from China and Europe. For fixed-income and currency markets, performance 
was mixed as the positive economic outlook from the previous week clashed with growth concerns from China and 
Europe. 
 

Global Equities 
 
The global equity market ended the week 
nursing losses due to concerns toward global 
economic growth. Although economic indicators 
for the US were generally positive for the week, 
news from China and Europe deflated investor 
sentiment. The MSCI World, MSCI Europe and 
MSCI Asia-Pacific ex-Japan Indices all backed 
up 0.77%, 2.01%, and 1.71%, respectively. For 
the US, the Dow Jones Industrial Average 
declined 1.56% while the Standard & Poor’s 500 
Index reversed 0.70% during the week. 
 

 Economic indicators for the US were 
generally encouraging, with jobs and 
homes data being the focus of the 
improvement. Initial jobless claims for the 
period ended March 17, 2012 came out at 
348,000, a four-year low, while housing 
starts in February declined to 698,000 
annual rate, a figure that is still near a 3-
year high. Building permits for February, 
an indicator for future new homes, jumped 
5.14% MoM to 717,000, the highest since October 2008. 

 Although sentiment for economic data was generally positive, there were still weak readings from some indicators. US 
industrial output remained flat in February compared to the forecasted 0.4% growth while  mortgage applications fell for the 
sixth week, declining 7.4% in the period ended March 16. In addition, the Thomson Reuters/University of Michigan preliminary 
index for consumer sentiment unexpectedly fell to 74.3 in March from 75.3 in the prior month. 

 On the corporate front, Apple Inc. announced plans to pay out a quarterly dividend of $2.65 per share and repurchase shares 
worth $10 billion later this year, which elicited positive sentiment from investors. 

 The Markit Euro-zone purchasing managers’ compos ite output index fell to a four-month low of 48.1 in March from 49.6 in 
February. 

 This week, news from China extracted concern from investors as HSBC forecasted that March manufacturing activity in China 
will register at 48.1, down from 49.6 the previous m onth. In addition, BHP Billiton Ltd. Chairman Jacques Nasser claimed that 
Chinese demand for iron ore is slowing and that it is reevaluating its massive spending plans.  

 China’s property market continues to remain under pressure from declining prices, with new home prices falling in 27 of 70 
cities last month from a year earlier, the worst since the government began at the start of 2011 releasing individual data fo r 70 
cities instead of a national average. 

 In an effort to fine-tune economic policies, the People’s Bank of China cut reserve requirements for an additional 379 branches 
of Agricultural Bank of China Ltd., the country’s third -biggest lender by market value. On March 25, the reserve ratio will be 
reduced by 2% for the branches in the provinces of Heilongjiang, Henan, Hebei, and Anhui. This move will inject approximately 
23 billion yuan (US$3.6 billion) into the system. 

 Inflation in India stood at 6.95% in February, slightly higher than 6.55% recorded in January. Inflation had remained above 9 % 
for most of 2011. 
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Currencies 

16-Mar 23-Mar % Change

USD/PHP 43.065 42.955 0.26%

EUR/USD 1.3175 1.3273 0.74%

GBP/USD 1.5844 1.5877 0.21%

USD/JPY 83.43 82.61 0.99%

AUD/USD 1.0590 1.0437 -1.44%

USD/CHF 0.9156 0.9081 0.83%

EUR/CHF 1.20621 1.20537 0.07%

EUR/JPY 109.95 109.65 0.27%

US Treasury Yield Curve

Tenor 15-Mar 22-Mar  +/- bps

3m 0.081 0.071 -1.01

6m 0.142 0.137 -0.47

2y 0.362 0.363 0.11

5y 1.088 1.120 3.20

10y 2.279 2.278 -0.13

30y 3.415 3.360 -5.52

Global Bonds 

 

 Prices of US Treasuries were mixed as losses due to the Federal 
Reserve’s positive economic outlook were tempered by concern 
towards China and Europe. The 10-year benchmark yield inched 
down 0.13 basis points while the 2-year note yield edged up 0.11 
basis points. In the farther end of the curve, the 30-year bond yield 
dropped 5.52 basis points. 

 The Federal Reserve bought $4.03 billion in US debt. 
 
Currencies 
  

 Week-on-week, the US dollar ended barely unchanged as flight-
from-safety earlier in the week due to positive economic outlook was 
trimmed by concern for global economic growth. The euro, Swiss 
franc and Japanese yen all strengthened against the US dollar to 
1.3273, 90.81 centimes and 82.61, respectively. 

 
The week ahead (March 26 – March 30) 
 

 For most of the past week, investors were concerned towards a 
possible slowdown in economic growth even if data from the US was 
improving. For the next week, if this concern continues to persist, 
the global equity market could experience a drop. 

 For the fixed income and currency markets, demand for safety started to increase in the latter part of the week. Given that 
concern towards China and Europe has started to build up, this could continue for the next week if indicators in these countries 
fail to spur confidence. 
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Philippine Financial Markets 
The anticipated economic slowdown in China and Europe pushed the equities index 2.01% lower week-on-week. Local 
bond yields ended higher while the Philippine peso depreciated against the greenback on receding investor confidenc e 
due to signs of a global economic slowdown.  

  
Local Equities  
 

 Following a break-out through the 5,100 resistance the previous 

week, local equities succumbed to profit-taking throughout the 
week. The lack of catalyst for earnings upgrades has contributed 
to the risk-off sentiment that enveloped the market. Moreover, 
renewed concerns on the Euro-zone crisis – as debt-stricken 

Ireland slumps back into recession – and persistent concerns 
over China’s hard landing also further dampened risk-taking. The 
index slid 2.01% week-on-week, settling at 5,042.44 on Friday.    

 
 

Conglomerates 

 
 GT Capital Holdings Inc. revised its planned initial share sale next month to a range of Php415 to Php470 per share 

ahead of a meeting with investors on Thursday. The Ty-owned firm initially projected share price to go as high as 
Php520.  

 
Banking 
 

 Rizal Commercial Banking Corp. has secured approval from the Bangko Sentral ng Pilipinas to hold a 
100% stake in First Malayan Leasing Finance Corp. The company requested to buy the remaining 45.11% 
share from the House of Investments and pledged to infuse additional Php163.2 million in capital. The 

investment, including the infusion of the new capital, is worth approximately Php710 million.    
 

 With the 16% year-on-year growth in its lending portfolio, Bank of the Philippine Islands president and CEO Aurelio 
Montinola III said that the company is well on track in meeting its 2012 full -year growth target of 12% to 15% in the 
bank’s loan portfolio. Meanwhile, Montinola was also confident that the bank would meet its minimum 15% ROE target 
and attain a 13% capital adequacy ratio for 2012. 
 

Property 
 

 In efforts to aid in the rehabilitation process of typhoon-stricken Cagayan de Oro, property giant Ayala Land Inc. plans 
to develop a Php5-billion mixed-use complex in the city. The 3.7-hectare business complex will be comprised of the 
Centrio mall with over 400 stores and shops, a 23-storey Avida condominium, a Kukun hotel and a business process 
outsourcing center. The venture will serve as the much needed push in the city’s economic growth after being hit by 
typhoon Sendong in December last year as the development will generate thousands of jobs for the locals.  

 
 Ayala Land, Inc. has earmarked a total of Php60 billion for its capital expenditure program over the next five years in 

Makati City. The investment entails the development of residential, retail and office buildings, alongside various 
infrastructure projects within the vicinity of the country’s premier central business district.  
 

 SM Development Corp has secured an approval from its board of directors for the issuance of fixed rate corporate 
notes amounting to as much as Php4 billion, with an option for oversubscription. The property developer appointed 
BDO Capital and Standard Chartered Bank as joint lead managers for the said issuance.  

 
Food Manufacturing 
 

 In line with the company’s goal of generating more than half of its revenues from sales abroad by 2017, 

Jollibee Foods Corp. is venturing into the Indonesian and Indian markets through the expansion of existing 
brands and the acquisition of local brands. The company cited the rising consumer spending in the two 
countries bolstered by a robust economic growth as the main motive for choosing these markets.  
 

16-Mar 23-Mar % Change

PSEi 5,145.89 5,042.44 -2.01%

Philippine Stock Exchange Index
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 Jollibee Foods Corp. appropriated Php5.8 billion for capital expenditures this year, Php0.2 billion lower than the 2011 

level, as the company expands its network throughout the country and in China. Nearly half of the programmed budget 
will be used to boost its store count by 125 in the Philippines and 100 in China.     
 

 The Uytengsu family has formally relinquished control of the country’s largest milk -making firm on Tuesday after Dutch 
dairy giant Royal Friesland Campina N.V. (RFC) had completed the purchase of 535.5 million of Alaska Milk 
Corporation through a block sale coursed thru the Philippine Stock Exchange. The sale increased RFC’s stake to 
68.9% from 8.1%. RFC will subsequently launch a tender offer for the remaining 276.7 million shares at Php24 per 
share pursuant to the mandatory tender offer requirement. 

 
Telecommunications 

 

 Ayala telecom unit, Globe Telecom Inc. kicks off its US$790 million network modernization program with 
the Davao project which replaces all its old 2G network equipment in Davao City with new third and fourth 
generation (3G and 4G) technology. “The network modernization program includes an all-IP infrastructure, 

pervasive 3G coverage, double fiber optics capacity, 4G and LTE readiness, and overall quality and 
resiliency,” Globe said in a statement. The investment dovetails with the company’s efforts to improve 
service quality by enhancing network reliability and ease of access, and providing seamless coverage.   
 

Utilities 
 

 Manila Water Consortium (MWC), led by Manila Water, has inked a deal with the local government of Cebu to develop 
and operate a bulk water supply system. The joint venture provides for a 51:49 equity share between MWC and the 
province of Cebu. The investment aims to supply 35 million liters of water a day for 30 years and renewable for ano ther 
25 years. Manila Water expects to start operations by the third quarter of 2013.   

    
Oil & Energy 
 

 In a disclosure to the stock exchange, Petron Corp. offshore affiliate Petron Oil & Gas International Sdn 
Bhd, is seeking for full control of Esso Malaysia Bhd (EMB) by way of a mandatory takeover offer to the 
minority shareholders. The acquisition of a 65% stake in EMB last January sparked the company’s interest 

to buy the remaining 35% at RM3.59 per share. The investment is in line with the firm’s efforts to increase 
its presence in Asia. 
 

 Philippine Rating Services Corporation assigned a PRS Aa rating to the proposed corporate notes or bond issuance of 
Phoenix Petroleum Philippines, Inc. citing a sustained upward trend in profitability for the past 6 years, the company’s 
aggressive expansion efforts buoyed by successful capital raising activities, and potential improvements in cash flows 
on the back of higher earnings before tax and decelerated increases in the company’s receivables and inventory level s.  

 
Power 
 

 First Gen Corp reported a 50% decline in profits in 2011 mainly attributable to the lower contributions from 
its affiliate Energy Development Corp. Net income of EDC plunged to US$35.0 million in 2011, against the 
US$70.2 million earned in 2010 as a consequence of the non-cash impairment worth US$115.3 million on 

the Northern Negros geothermal project. The management expected the lackluster performance of EDC 
last year as it focused its operations on the rehabilitation of the Bacon-Manito, Panlipinon, and Tongonan 
power plants as well as the full impairment of the Northern Negros plant.  
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Philippine Bond Markets 

  

 Bond prices edged down during the week as the recent surge in oil prices 
continued to pose upside risk on inflation fueling risk-aversion. Week-on- 
week, the benchmark PDST-R2 rose by 11 basis points on average. 
Notable movers were the 2- and 4-year buckets, with each climbing 25 
basis points.   

 Philippine borrowing costs for short-dated securities rose, 

evidenced by the increase in the yields of the 91-day and 364-day 

T-bills, which added 23.5 basis points and 5.7 basis points, 
respectively on Monday ’s auction. Total tenders fetched Php10.51 
billion. However, only Php2.5 billion worth of the 3-month paper and 

Php1.9 billion worth of the 1-year tenor were awarded, while all bids 
for the 182-day T-bill were rejected.  

 
Philippine Peso 
 

 The Philippine peso ended marginally weaker, hovering at the range of 
42.890 to 43.070, as Chinese and US economic fundamentals continue to 
paint a dimmer global economic picture. The peso weakened by 11 
centavos during the week to close at 42.955 on Friday. 

 Total prepayments of medium- and long-term foreign currency-
denominated in 2011 fetched US$1.5 billion or 63.4% lower than the 
US$4.1 billion worth of foreign obligations prepaid in 2010. The private 
sector led the government sector in the pre-termination of its foreign debts, 
accounting 86.4% or roughly US$1.3 billion of the total debts settled last 
year. Meanwhile, the Bangko Sentral ng Pilipinas noted that the sharp 
decline could be traced to the higher prepayments of the government in 
2010 as part of the bond exchange program launched in October 2010.   

 Tax collections in January surged to Php85.15 billion, Php10.58 

billion up from collections a year ago but still below the Php87.28 
billion target for the month. The Bureau of Internal Revenue raised 

Php80.69 billion from the agency’s operations while the remaining 
Php4.46 came from non-BIR operations. Commissioner Kim 
Henares claimed that the agency is still well on track in hitting their 

Php1 trillion collection target this year.  

 The central bank has reiterated that it is keeping its inflation target at 3%-5% this year despite possible fare hikes 

due to rising oil prices, Deputy Governor Diwa Guinigundo told reporters on Tuesday. The government has priced 
in potential increase in fares when they set inflation to be in the 3%-5% range, and in case fare increases push 
inflation to breach target levels, “monetary policy have to deal with that,” Guinigundo s aid. The government has 

approved a 50-centavo increase in minimum jeepney fares, effective Wednesday, March 21.  

 The government recorded a budget deficit of Php15.94 billion in January, well below the Php101.50 billion shortfall recorded in 
December last year. Revenues generated in January accelerated by 14.68% from the December 2011 level to Php126.35 
billion, while disbursements plunged to Php142.30 billion, 35.33% of which went to interest payments. For the month, the 
Bureau of Internal Revenue contributed Php126.35 billion, followed by the Bureau of Customs which accounted 17.40% of the 
total revenues. The rest of the revenues came from the Bureau of the Treasury (8.75%) and other offices (6.47%).     

 
The week ahead (March 26  – March 30)  
 

 As the quarter comes to a close, we see a possible run-up in equities for the coming week on the back of quarter-end window 
dressing. Investors have set their eyes on February trade figures scheduled to be released next week as well on the highly-
anticipated credit ratings upgrade. We expect the equities index to rally and the peso to appreciate should the export sector build 
up on January’s growth result.  

Tenor 16-Mar 23-Mar  Change

1m 2.39 2.55 16

3m 2.35 2.54 19

6m 2.53 2.56 3

1y 3.03 3.18 15

2y 3.48 3.73 25

3y 4.06 4.00 -5

4y 4.70 4.95 25

5y 4.86 4.97 12

7y 5.14 5.13 -1

10y 5.79 5.93 13

20y 6.06 6.15 9

25y 6.68 6.68 1

Average 11

Peso Yield Curve                                       

(PDST-F Reference Rates)

Tenor 16-Mar 23-Mar % Change

ROP13 1.7890    1.2640    53

ROP16N 2.2230    2.2130    1

ROP19N 3.2380    3.2140    2

ROP20 3.2180    3.3130    -10

ROP21 3.2860    3.4050    -12

ROP24N 4.2700    4.3050    -4

ROP26 4.0740    4.1370    -6

ROP30 4.5760    4.6400    -6

ROP32 4.5740    4.6370    -6

ROP34 4.6070    4.6580    -5

Average 1

ROP Yield Curve


