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Global Financial Markets 
 
Global equities markets rallied this week as investors cheered upbeat data from the China and the Euro-zone, and 

remained optimistic on 1
st

 quarter corporate earnings results in the US. Safe-haven US treasury prices, on the other hand, 

were slightly lower amid three consecutive bond auctions that were met with lukewarm demand. Meanwhile, the Japanese 

yen continued to weaken against all 16 major currency counterparts following the aggressive stimulus measures 

announced by the BoJ last week. 

Global Equities 
 

Global equities were on a roll 

this week, gaining back the 

previous week’s losses on the 

back of optimism on US 1st 

quarter corporate earnings 

results, China’s benign inflation 

print and strong import data, 

and other better-than-expected 

economic data points from the 

Euro-zone. A well-received 

Italian bond auction and a large 

drop in US jobless benefit 

claims later in the week further 

buoyed bourses to close 

Thursday on a positive note. 

In the US, trade deficit 

contracted unexpectedly on the 

back of stabilizing markets 

overseas, which helped 

increase demand for exports, as 

the US imported less oil. Data 

released by the Commerce 

Department showed that the 

trade gap narrowed 3.4% to 

US$43 billion in February, from 

January’s US$44.5 billion. 

Market estimate was at US$44.6 billion. The amount of crude oil imported by the US last February was the least since 1996. Over in 

the jobs market, the number of Americans filing for unemployment claims dropped 42,000 last week to a seasonally adjusted 

346,000, much lower than the market estimate of 360,000. This was the first drop in four weeks, and the biggest week-on-week 

decline since November. Meanwhile, the FOMC’s latest meeting minutes showed that officials were in a debate on whether or not to 

start slowing down their bond-purchasing scheme past mid-year. Almost all members of the Fed reportedly agreed on keeping the 

program at the very least until the middle of the year, though there were a number of opinions on what would happen after that point 

in time, with some adding that it would depend on how the economy fares by then.  

Data from Europe, particularly Germany, was slightly better last week, as German manufacturing orders rose more than expected 

last February. Manufacturing orders rose 2.3% month-on-month amid strong demand both inside and outside the country, reversing 

January's upwardly revised 1.6% decline. According to the economy ministry, the revival in orders shows that the German economy 

is increasingly overcoming its weakness. Moreover, German industrial production rebounded in February from a surprisingly poor 

start to 2013. Total industrial output increased 0.5% month-on-month, though January’s figure was revised to show a drop of 0.6%.  

Over in Asia, markets were upbeat on the back of positive news flows from China and as investors hoped for more aggressive 

stimulus measures from the Bank of Japan. Data showed that the rate of inflation in the world’s second-largest economy slowed 

amid easing gains in food prices. Inflation came out at 2.1% year-on-year for the month of March, much slower than February’s 

04-Apr-13 11-Apr-13 % Change

MSCI World 1,422.22 1,462.82 2.85%

MSCI Europe 100.20 101.25 1.05%

MSCI Asia-Pacific ex-Japan 467.91 471.50 0.77%

Dow Jones Industrial Average 14,606.11 14,802.24 1.34%

S&P 500 1,559.98 1,587.73 1.78%

Global Equity Performance
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3.2% increase. Moreover, China’s imports unexpectedly rose by 14.1% last March, while exports growth wound down to 10% from 

last year.  

Week-on-week, the MSCI World index rose 2.85% led by the European region which gained 1.05%, and the Asia-Pacific ex-Japan 

region which added 0.77%. US equities breached all-time highs during the week with the Dow Jones Industrial Average index and 

the S&P500 index increasing 1.34% and 1.78%, respectively.  

 
Global Bonds 

 
US Treasury prices fell as auctions held by the US Treasury Department for 
the week were met with weak demand. Last Tuesday, a US$32 billion 3-year 
note auction saw US$3.24 worth of bids for every US$1 worth of notes on 
sale, which was lower than the US$3.52 average over the past four auctions. 
Investment managers showed lukewarm interest and took only 16.2% of the 
issuance, resulting in a yield of 0.342%, higher than the 0.0322% yield of 
notes that were already in circulation prior to the release of auction results.  
 
On Wednesday, yields climbed as a US$21 billion 10-year note auction drew weak demand, with investors bidding US$2.79 for 
every dollar offered. This was less than the average bid-to-cover ratio of US$2.86 during the last eight treasury auctions of the 
same tenor.  
 
The third and final auction for the week was also met with little enthusiasm. On Thursday, the US Treasury Department sold US$13 
billion worth of 30-year bonds that gathered US$2.49 in bids for every dollar of debt offered, lower than the average bid-to-cover 
ratio of US$2.60 for the past eight auctions of similar tenors.  
 
Losses for the week were slightly tempered by the large drop in jobless claims for the week ended April 6. Week-on-week, the 10-
year benchmark yield added 2.62 basis points to 1.789%. 
 
Over at Europe, an 11 billion euro Italian debt auction of one-year bills was met with strong demand with yields declining to 0.922%. 
This was the lowest yield since January, and was lower than the 1.28% during a similar auction last March 12. Bid-to-cover ratio 
was at 1.64x, higher than the 1.5x in the previous month. Moreover, the Italian Treasury sold 3 billion euros worth of 91-day bills at 
0.243%, with investors bidding 1.9x the amount of the debt offered. 
 
 
Currencies  
 
The Japanese yen continued to drop dramatically against its 16 major 

counterparts following the BoJ’s announcement of more aggressive 

stimulus measures last week. During the week, the Japanese yen fell to 

99.95 against the greenback, which was the weakest level since 2009, and 

to 131.12 against the euro, which was the lowest since January 2010. 

Meanwhile, the US dollar declined steadily against the euro amid worries 

that economic recovery for the country was slowing, indicating that the 

Federal Reserve might need to maintain its stimulus measures. Week-on-

week, the Japanese yen lost 1.52% and 2.00% against the US dollar and 

the euro, respectively, while the US dollar waned by 0.52% against the 

euro.  

 
 
The week ahead (Apr 15– Apr 19) 
 
Market movements this week were hinged on news releases from across the globe, particularly from Asia. For the week ahead, we 

expect markets to carry on with this week’s upward momentum as the US first quarter earnings season continues. Other releases 

coming from the US include the University of Michigan Consumer Confidence Sentiment for April and Industrial Production for the 

month of March.   

Philippine Financial Markets 

US Treasury Yield Curve

Tenor 4-Apr 11-Apr  +/- bps

3m 0.061 0.061 0.00

6m 0.096 0.091 -0.51

2y 0.226 0.230 0.38

5y 0.696 0.726 3.02

10y 1.763 1.789 2.62

30y 2.987 2.995 0.78

Currencies 

5-Apr 12-Apr % Change

USD/PHP 41.160 41.270 -0.27%

EUR/USD 1.2991 1.3058 0.52%

GBP/USD 1.5336 1.5357 0.14%

USD/JPY 97.57 99.08 -1.52%

AUD/USD 1.0383 1.0539 1.50%

USD/CHF 0.9344 0.9324 0.21%

EUR/CHF 1.21433 1.21762 -0.27%

EUR/JPY 126.79 129.38 -2.00%
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Positive data economic releases on the global economic front spilled over to the local equities market, causing the PSEi to 
surge to yet another all-time high. Meanwhile, profit-taking persisted on the local fixed income market resulting to a 
decline in bond prices. The Philippine peso lost ground for another week. 

 
 
 

Local Equities 
 

The local bourse reversed the previous week’s losses, closing at another all-
time high of 6,891.43. The PSEi rallied throughout the week taking positive 
cues from abroad, particularly US and China. Global risk-on sentiment 
underpinned by the benign inflation print and strong trade data from China 
and an improvement in the US labor sector spilled over to the local financial 
markets. Foreign investors were net buyers for the week with a total value of 
Php1.20 billion. Week-on-week, the index climbed 2.44%, a turnaround from 
last week’s -1.76% 
 
 

Financial 

 BDO Unibank, Inc. (BDO) is about to redeem Php10 billion worth of unsecured subordinated notes qualifying as Tier 2 

capital next month as these would no longer count as capital under the standards of Basel 3. Moreover, the bank said 

in a notice to the holder of these notes that it will pay cash based on a redemption price equal to the face value of the 

notes plus accrued and unpaid interest.  These notes were issued to finance the bank’s expansion plans and 

refinance its dollar-denominated unsecured subordinated notes. 

Power 

 The Power Sector Assets and Liabilities Management Corp. (PSALM) said yesterday that it has set an auction for a 

supply of fuel worth roughly Php124 million for 4 facilities this year. These facilities include: Php59.82 million for 1.5 

million liters for the Malaya thermal power plant, Php31.909 million for 780,000 liters for the Naga power plant 

complex and Php15.933 million each for power barges 101 and 102 as each needs 390,000 liters. 

Properties 

 Century Properties Group reported an increase in its net income last year, surging by 114% to Php1.86 billion from 

Php866 million registered in the same period a year ago. The growth was attributed to the record sales performance 

of its master-planned community developments in Metro Manila and successful implementation of an initial 3-year 

growth plan from 2010 to 2012. The company’s revenues totaled Php9.6 billion, a 104% increase from Php4.7 billion 

as pre-sales rose by 16.6% to Php21.4 billion, exceeding its Php20 billion target for 2012. 

 Megaworld Corp. (MEG) secured US$250 million worth of foreign funds from its 10-year bond sale last Wednesday. 

MEG priced the bond sale at 4.25%, the lowest yield recorded for a 10-year Philippine corporate bond and also the 

lowest for an unrated issuer in Southeast Asia. Net proceeds form the bond sale will fund the firm’s expenditure this 

year worth Php35 billion. More than 40 investors participated in MEG’s bond sale, 35% of which were banks, with 40% 

private banks, 20% fund managers and 5% insurance firms. The corporate notes will be listed in the Singapore 

Exchange Securities Trading Ltd. 

 

 

 

 

 

5-Apr 12-Apr % Change

PSEi 6,727.14 6,891.43 2.44%

Philippine Stock Exchange Index
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Philippine Bond Markets  
 
Prices of local government securities plummeted during the past week 
mainly on sell-offs. Moreover, speculation that the pending wage hike 
petition and electricity rate hike will spur inflation likewise added pressure 
on yields. Week-on-week, yields climbed by an average of 12 basis points 
led by the long-end of the curve which rose by 18 basis points. The short-
end of the curve and the belly also soared 4.5 and 15 basis points, 
respectively. 
 
 
 
 
 
Philippine Peso 

 
The Philippine peso weakened against the greenback on the back of the 
following events that occurred during the week: the Japanese yen 
weakening, rising tensions over in North Korea and strong demand from 
corporates. The local currency was pulled even lower on speculations of a 
further SDA rate cut. Week-on-week, the local currency surrendered 11 centavos to close at 41.270. 
 
 
In February, merchandise exports contracted by 15.6% year-on-year to US$3.74 billion, registering its steepest decline since 
December 2011. Electronic products plummeted by 36% from the US$2.33 billion tallied a year ago. For the first two months of the 
year, outbound shipments totalled US$7.75 billion, a 9.4% drop from the US$8.55 billion in 2012. In terms of exports destination, 
Japan accounted for 19% of total receipts, with revenues reaching US$705.93 billion.  
 
Data from the Bangko Sentral ng Pilipinas (BSP) showed that the country’s gross international reserves (GIR) rose to US$84.1 
billion in March from US$83.623 billion in February. The figure is sufficient to cover 11.91 months’ worth of imports of goods and 
services, 9.9 times of short-term foreign debt of the country based on original maturity and 6.3 times based on residual maturity. 
BSP Governor Tetangco said that the increase was due to the inflows of foreign exchange operations and investment income of the 
BSP. Likewise, foreign deposits by the government have been a contribution as well. 
 
For the month of February, government borrowings fell to Php38.507 billion, 28% lower than the Php53.48 billion registered in 
February 2012. Of the total, Php3.55 billion were in Treasury bills while Php33.776 billion were in Treasury bonds. Meanwhile, 
Php1.181 billion was in external borrowings, with the amount 92% lower than the Php14.7 billion worth of external borrowings for 
the same month last year. For the first two months of the year, the government borrowed at total of Php79.844 billion, 41% lower 
than the Php135.511 billion registered during the same period in 2012. 
 
Foreign direct investments (FDI) plummeted last January as investors remained cautious amid concerns on global economic health. 
Yesterday the BSP said that FDIs registered a net inflow of US$576 million in January, 45% lower than the US$1.05 billion reported 
for the same period in 2012.  Though 2013 kicked off significantly lower than last year, the BSP still expects FDI to hit US$2.2 billion 
net in 2013. It added that the recent upgrade to Investment Grade status could potentially provide a boost to net inflows. 
 
Data from the Bureau of the Treasury (BTr) showed that government debt servicing grew slightly by 4% in February to a total of 
Php62.616 billion from Php60.439 billion registered in the same period a year ago. Principal payments for the month amounted to 
Php44.686 billion or 12.11% higher than Php39.868 billion recorded in the previous year. Meanwhile, interest payments declined by 
12.89% to Php17.92 billion in February from Php20.571 billion reported in the same month last year. 
 
 
 
 
 
 
 
 
 
 
 
 

The week ahead (Apr 15– Apr 19) 

Tenor 5-Apr 12-Apr  Change

1m 0.39 0.49 9

3m 0.39 0.42 4

6m 0.50 0.53 4

1y 0.80 0.81 1

2y 2.58 2.54 -4

3y 2.89 2.91 3

4y 2.90 3.06 17

5y 2.99 3.19 20

7y 3.25 3.67 42

10y 3.41 3.76 36

20y 3.73 3.72 -1

25y 4.03 4.23 19

Average 12

Peso Yield Curve                                       

(PDST-F Reference Rates)
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We expect the local equities market to trade range-bound for the week, though we may see the index testing the 6,950 mark 
brought about by buying momentum from the previous week. We also expect market-players to position themselves ahead of the 
Monetary Board meeting as a further SDA rate cut appears imminent. Investors would likewise take their cues from corporate 
earnings results as well as potential dividends that are expected to be announced. Furthermore, the OFW remittances figure for 
February period may offer a surprise as it could beat market-expectations following an upbeat January figure. Next week, trading 
range will be between 6,800 and 6,950. 

 

On the local fixed income market, we expect sideways trading with a slight downward bias on yields following the past days’ 
consecutive sell-offs. Furthermore, speculation of another SDA rate cut would put downward pressure on the yields. Meanwhile, the 
local currency would continue to track developments abroad particularly data releases from the US. Market-watchers would also 
monitor the rising tension over in North Korea. On the local front, the OFW remittances figure is slated to be released this week. 

 


