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April 08, 2013 

Global Financial Markets 
 
Global markets were downtrodden for the past week amid negative data releases across the globe. Equities markets 

ended lower week-on-week, while safe-haven treasury prices benefited from the risk-off stance that investors adopted on 

worries over global economic health. Meanwhile, the safe-haven Japanese yen declined against its major currency 

counterparts after the Bank of Japan announced more aggressive stimulus measures. 

Global Equities 
 

Most global equities markets 

ended the week in the red as 

earlier optimism on the smooth 

reopening of banks in Cyprus 

was countered by dismal data 

from major economies around 

the globe.  

In the US, positive consumer 

confidence and household 

spending data was offset by 

increasing jobless claims reports 

and a slowdown in the 

manufacturing and services 

sector. Last March, the US 

services sector grew at a slower 

pace, with the Institute for 

Supply Management’s (ISM) 

non-manufacturing purchasing 

managers’ index (PMI) declining 

to 54.4, lower than the market 

estimate of 55.5 and the lowest 

since August last year.  

Similarly, the US manufacturing 

sector slowed, with the ISM’s 

manufacturing PMI falling to 

51.3, considerably lower than 

the market estimate of 54.0 and 

the February figure of 54.2. It was also the lowest since December 2012’s 50.2. On the jobs market, Initial jobless claims for the 

week ended March 30 rose by 28,000 to a seasonally adjusted 385,000, much higher than the market estimate of 353,000. This 

was the third consecutive week that claims increased and was the highest figure since end-November last year.  

News flows from the Euro-zone continued to be disappointing, which dragged equities throughout the week. Data released showed 

that German unemployment unexpectedly for the month of March, with the jobless figure rising by 13,000 following an unchanged 

reading in February. Analysts had expected the March figure to remain unchanged as well. Moreover, private sector activity in the 

Euro-zone fell at a sharper pace in March. Markit’s purchasing managers’ index (PMI) for services dropped to 46.4 from 47.9, lower  

than the flash estimate initially released last month. In particular, the composite PMI declined to 46.5 from 47.9 last February, 

though in line with the flash estimate. The composite PMI has now fallen for the last 19 months, except for the single month of slight 

expansion early 2012. Among the major Euro-zone economies, France was the weakest, with its private-sector activity dropping to 

the lowest in 48 months. In Germany, the composite PMI inched down to a near contraction at 50.6, a three-month low. Ending the 

week was a discouraging statement from ECB President Mario Draghi, who said that countries which had not yet been affected by 

the “fragmentation” of the Euro-zone’s financial market were now experiencing economic slowdown.  

Asian markets mostly took cues from western economies throughout the week, though the Japanese market in particular managed 

to reverse intra-day losses on the last day thanks to announcements of additional easing measures from the nation’s central bank. 

28-Mar-13 04-Apr-13 % Change

MSCI World 1,434.62 1,422.22 -0.86%

MSCI Europe 100.92 100.20 -0.71%

MSCI Asia-Pacific ex-Japan 471.89 467.91 -0.84%

Dow Jones Industrial Average 14,578.54 14,606.11 0.19%

S&P 500 1,569.19 1,559.98 -0.59%

Global Equity Performance
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In an effort to achieve a 2% inflation target, the country’s asset purchases were increased from 3.8 trillion yen to 7 trillion yen. Year-

to-date, the Nikkei225 index has returned 26.46%.  

Week-on-week, the MSCI World index waned 0.86%, led by the MSCI Asia-Pacific ex-Japan region which declined 0.84% followed 

by the European region which lost 0.71%. US equity indices were mixed with the Dow Jones Industrial Average index gaining 

0.19% and the S&P500 index losing 0.59%.  

 
Global Bonds 

 
US Treasury prices rose for much of the week as investors scrambled to safe-
haven assets following a spell of negative data releases. By the end of 
Thursday, treasury prices had hit the highest level in 2013 after jobless claims 
posted a third consecutive week of increase. Week-on-week, the 10-year 
benchmark dropped by 8.62 basis points to 1.763%. 
 
 
 
 
 
Currencies  
 
Major currencies exhibited sideways movement for most of the week as 

investors remained cautious ahead of the ECB meeting, and amid the lack of 

market-moving news. At the end of the week however, the euro and the US 

dollar soared more than 3% against the Japanese yen in the biggest one-day 

move since 2008 following the Bank of Japan’s announcement of more 

aggressive monetary easing to fight deflation. In an effort to achieve a 2% 

inflation target, the country’s asset purchases were increased from 3.8 trillion 

yen to 7 trillion yen.  

Week-on-week, the euro and the US dollar gained 2.98% and 2.14% against 

the Japanese yen, respectively.  

 
 
The week ahead (Apr 08– Apr 12) 
 
This week, market movements were hinged on data releases from the world’s larger economies as well as the results of the 

European Central Bank’s meeting. Worries over Cyprus from the past weeks more or less died down after banks reopened without 

a hitch. Looking ahead, we expect markets to recover slightly from this week’s losses as investors wind down from news flows over 

the past few days. Next week’s main event will be the release of US non-farm payrolls and unemployment rate covering the month 

of March.   

 

 

 

 

 

 

 

US Treasury Yield Curve

Tenor 28-Mar 4-Apr  +/- bps

3m 0.071 0.061 -1.02

6m 0.101 0.096 -0.50

2y 0.242 0.226 -1.59

5y 0.764 0.696 -6.87

10y 1.849 1.763 -8.62

30y 3.102 2.987 -11.49

Currencies 

29-Mar 5-Apr % Change

USD/PHP 40.800 41.160 -0.87%

EUR/USD 1.2819 1.2928 0.85%

GBP/USD 1.5198 1.5236 0.25%

USD/JPY 94.22 96.28 -2.14%

AUD/USD 1.0419 1.0425 0.06%

USD/CHF 0.9492 0.9403 0.95%

EUR/CHF 1.21687 1.21562 0.10%

EUR/JPY 120.76 124.47 -2.98%
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Philippine Financial Markets 

 
After the Philippines was finally awarded an investment grade status, the local equities market declined as investors 
cashed in on gains from the initial upsurge but strong-buying persisted on the local fixed income market. Meanwhile, 
the Philippine peso lost ground on speculations that the BSP would take measures to control the influx of capital flows 
brought about by the investment grade. 
 
 

Local Equities 
 

The local equities market reached a new intra-day high of 6,956.92 as 
international credit rating agency, Fitch, announced its upgrade of the Philippines 
from BB+ to BBB-.  However, the index succumbed to profit-taking in the 
afternoon session of Monday until Tuesday where it declined on broad-based 
profit-taking. The local equities bounced back on Wednesday on bargain-hunting 
but continued to retreat for the last two days of the week.  Foreign investors were 
net buyers at Php1.46 billion.  Week-on-week, the PSEi dropped 120.33 points, 
or -1.76%, to close at 6,727.14. 
 
 

Conglomerate 

 SM Retail, Inc. has allotted roughly Php5 billion for retail expansion as it plans to open 30 to 35 new stores 

nationwide. According to SM Investments Senior Vice-President for Investor Relations Corazon P. Guidote, three will 

be department stores while the rest will be in retail. She added that SM Retail will continue to expand its market reach 

in order to service the needs of consumers especially in areas where organized retail is either non-existent or limited. 

Financial 

 Yuchengco-led Rizal Commercial Banking Corp.’s (RCBC) Trust and Investments Group reported a 29% surge in its 

assets under management (AUM) to Php90.2 billion last year, exceeding the industry’s 12% annual growth in AUMs 

last year. According to RCBC First Senior Vice-President and Trust Officer Lourdes M. Ferrer, the growth is mainly 

attributable to the group’s expanding market especially the corporate segment. She added that a lion’s share of their 

client base is their corporate accounts. Moreover, these accounts made significant strides due to stronger business 

relationships, competitive returns on investments and quality service delivered to them by RCBC Trust Group. 

Utilities 

 Manila Electric Co. (Meralco) successfully completed the acquisition of a 70% stake in an 800-megawatt liquefied 

natural gas project in Singapore worth US$488 million. PowerGen Corp, a subsidiary of Meralco, and First Pacific Co. 

Ltd. formed a joint venture called FPM Power Holdings Ltd. (FPMP), to purchase 70% of GMR Energy (Singapore) 

while the remaining 30% is owned by Petronas (Malaysia). This investment would benefit Meralco in becoming a 

major energy player in the region. 

 Last week, major debt watcher Fitch Ratings upgraded the local currency issuer rating and foreign currency bond 

rating of Philippine Long Distance Telephone Co. (PLDT) above the minimum investment grade status. The 

company’s Long-Term Foreign-Currency (LTFC) Issuer Default Rating (IDR) is now at BBB and its Long-Term Local-

Currency IDR and National Long-Term Rating are at A- and AAA, respectively. According to Fitch, these upgrades 

were awarded on the back of PLDT’s dominant market share and strong fiscal profile. 

Properties 

 Megaworld Corp is anticipating Php10billion worth of sales from its two luxury condominium projects One Uptown 

Residence and Uptown Ritz in Taguig City. One Uptown Residence, which offers one to three bedroom units, is 

expected to be finished by July 2016 while Uptown Ritz building will be completed by June 2017. Aside from the two 

residential projects, other establishments in the pipeline include  an uptown scale mall and five corporate office towers 

developed in the township. 

27-Mar 5-Apr % Change

PSEi 6,847.47 6,727.14 -1.76%

Philippine  Stock Exchange  Index
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Philippine Bond Markets  
 
Prices of local government securities surged during the past week primarily 
on the back of continuous buying brought by the investment grade which 
was announced on the last banking day of March. Moreover, a successful 
T-Bill auction further underscored strong demand for fixed income 
securities. Week-on-week, yields declined by an average of 5 basis points 
led by the long-end of the curve which dropped by 11 basis points. 
Likewise, the belly and short-end of the curve plunged 4 and 2.7 basis 
points, respectively. 
 
 
The Bureau of the Treasury (BTr) sold Php20 billion worth of Treasury Bills 
during an auction held last April 1. The BTr awarded Php4 billion worth of 
91-day T-bills at an average yield of 0.040%, Php6 billion worth of 182-day 
T-bills at an average yield of 0.216% and Php10 billion worth of 364-day T-
bills at an average yield of 0.307%. Total tenders reached Php30.218 
billion, roughly 1.5 times the amount offered. 
 
 
Philippine Peso 

 
The Philippine peso retreated against the US Dollar during the week as market players cashed in on gains from the recent 
investment grade upgrade and as the BSP hinted that it would utilize its monetary toolkit to further curb capital inflows. Week-on-
week, the local currency surrendered 36 centavos to close at 41.160. 
 
According data released today by National Statistics Office, the country’s inflation improved to 3.2%, year-on-year, for the month of 
March, well within the central bank’s 2.8-3.7% forecast.  The softer inflation was due to the slow increases in the price indices. 
Excluding price movements of food and energy, core inflation remained steady at 3.8%. Likewise, annual inflation rate in the 
National Capital Region (NCR) and Areas Outside NCR (AONCR) eased to 1.9% and 3.6%, respectively, as compared to last 
February. 
 
For the month of February, the government registered a budget deficit of Php11.749 billion, a turn-around from the Php10.655 
billion budget surplus posted during the same month in 2012. Total revenues came out at Php112.348 billion, lower by 5.7% than 
the February 2012 figure of Php119.189 billion as both the Bureau of Internal Revenue and the Bureau of Customs fell short of their 
respective targeted collections. On the other hand, government expenditure rose 14.3% year-on-year to Php124.097 billion. The 
February figure brings the government’s year-to-date deficit to Php32.28 billion, much wider than the Php5.288 billion deficit for 
January to February 2012. For 2013, the government’s budget deficit cap is at Php238 billion. 
 
According to the Bureau of the Treasury (BTr), the government’s gross borrowings fell by roughly 50% in January to Php41.33 
billion from Php82.01 billion registered in the same period a year ago. The government’s domestic borrowings reached Php40.31  
billion, more than twice the Php15.28 billion posted in 2011. Local borrowings were mainly comprised of fixed-rate Treasury bills 
and bonds which amounted to Php7.64 billion and Php32.67 billion, respectively. Meanwhile external borrowings significantly 
declined to Php1.02 billion from Php66.73 billion. 
 
Data from the National Statistical Coordinating Board (NSCB) showed that total approved foreign investments grew by 12% to 
Php289.1 billion in 2012 from Php258.2 billion in the previous year. During 4Q2012, total foreign investments approved by seven 
investment agencies amounted to Php230 billion. NSCB also reported that the manufacturing sector remained the top industry, 
comprising 59.4% or Php136.8 billion worth of investment pledges. Transportation and storage followed with investment pledges 
worth Php50 billion, or 21.7%, while information and communication came in next at Php14.5 billion or 6.3%. 
 
As of the first week of March, total funds parked in Special Deposit Accounts (SDA) soared to an all-time high, even after the 
Bangko Sentral ng Pilipinas slashed SDA rates by 50 basis points last January 24. Total SDA funds amount to Php1.929 trillion as 
of March 8, 2.77% up from the Php1.877 trillion posted on March 1. While BSP officials have yet to comment on the increase, 
analysts are stating that effects of the two 50-basis point rate cuts (January 24 and March 14) are yet to be felt. 
 
 
 
 
 

Tenor 27-Mar 5-Apr  Change

1m 0.44 0.39 -5

3m 0.40 0.39 -1

6m 0.47 0.50 3

1y 0.87 0.80 -7

2y 2.57 2.58 0

3y 2.86 2.89 2

4y 2.98 2.90 -8

5y 3.07 2.99 -8

7y 3.29 3.25 -4

10y 3.53 3.41 -12

20y 3.81 3.73 -9

25y 4.14 4.03 -11

Average -5

Peso Yield Curve                                       

(PDST-F Reference Rates)
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The week ahead (Apr 08– Apr 12) 
 

We expect the local equities market to trade range-bound for the second quarter of 2013 following last year’s performance.  The 
long-term uptrend remains intact, though the immediate resistance is near 7,000.  The market will be sustained by the 1Q GDP and 
corporate earnings results due this quarter as we expect positive earnings surprises from select sectors (consumer and property) 
due to the upcoming elections.  We see the market support at 6,300 which was the recent low during the height of the Cypriot 
turmoil.  For the week, the trading range will be between 6,600 and 6,900.   

Trading on the local fixed income and currency markets will hinge on the release of exports figure next week. Meanwhile on the 
global front, developments over in North Korea are going to be on the top of investors’ mind as tensions may continue to escalate 
which will further affect the behavior of global markets. 


