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05-Apr-12 12-Apr-12 % Change

MSCI World 1,290.09 1,284.25 -0.45%

MSCI Europe 89.56 88.93 -0.70%

MSCI Asia-Pacific ex-Japan 438.88 434.75 -0.94%

Dow Jones Industrial Average 13,060.14 12,986.58 -0.56%

S&P 500 1,398.08 1,387.57 -0.75%

Global Equity Performance
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Global Financial Markets 
 
Global equities ended the week nursing marginal losses as economic data from the US and a renewed surge in borrowing 
costs over at Europe elicited concern from investors. Elevated concerns benefited fixed income securities, as investor 
caution towards growth and stability indicators spurred demand for safety. For currencies, the US dollar declined against 
its peers after the Federal Reserve prompted investors to speculate an accommodative policy stance. 
 

Global Equities 
 
Global bourses retreated during the week as 
disappointing jobs and housing reports in the US 
and concern towards the European sovereign 
debt weighed on investor sentiment. A positive 
start to the corporate earnings session and an 
accommodative tone from Federal Reserve 
policymakers in the latter part of the week 
helped to appease investors but failed to 
overturn earlier losses. The MSCI World, MSCI 
Europe and MSCI Asia-Pacific ex-Japan Indices 
all declined by 0.45%, 0.70% and 0.94%, 
respectively for the week. For US markets, the 
Dow Jones Industrial Average retreated 0.56% 
while the Standard & Poor’s 500 Index fell by 
0.75%. 
 

 Jobs reports came out disappointing as 
performance numbers were below analyst 
expectations. Although the unemployment 
rate in March turned out at 8.2%, better 
than market consensus of 8.3%, the 
growth of nonfarm payrolls for the same 
period was significantly lower than projected. From an expected 205,000 growth, the payrolls only increased by 120,000. In 
addition, initial jobless claims for the week ended April 7, 2012 increased to 380,000, further showing the vulnerability of the 
jobs market. 

 Mortgage applications in the US dropped last week as fewer homes were refinanced. The Mortgage Bankers Association’s 
index decreased 2.4% for the period ended April 6, 2012. 

 Positive developments , which were generally overlooked during the week, include the stability for US wholesalers as 
inventories grew by 0.9% in February, more than the estimated 0.5%, while wholesale prices remain unchanged in March . 
Also, the US trade deficit registered its biggest contraction in nearly three years in February. The deficit in international trade of 
goods and services shrank 12.4% to $46.03 billion. 

 Alcoa Inc., traditionally the first US company to report earnings, registered a surprise quarterly profit after the markets closed 
Tuesday. Alcoa said it earned $94 million in the first quarter. 

 Giving out an accommodative tone, Federal Reserve Vice Chairman Janet Yellen said, "I consider a highly accommodative 
policy stance to be appropriate in present circumstances.” 

 China’s new yuan loans surged and money-supply growth accelerated last month after Premier Wen Jiabao moved to bolster 
the economy by cutting banks’ required reserves and helping smaller businesses get financing. L ocal-currency-denominated 
loans were 1.01 trillion yuan (US$160.1 billion) in March, the People’s Bank of China said yesterday, the biggest surprise 
above forecasts in more than a year. M2, the broadest measure of money supply, grew 13.4% from a year earli er. China’s 
foreign exchange reserve, the world’s largest, rose to a record US$3.31 trillion as of March 31 after dropping for the first time in 
more than a decade in the fourth quarter of last year. 
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Currencies 

6-Apr 13-Apr % Change

USD/PHP 42.800 42.660 0.33%

EUR/USD 1.3097 1.3158 0.47%

GBP/USD 1.5871 1.5923 0.33%

USD/JPY 81.64 80.88 0.94%

AUD/USD 1.0307 1.0380 0.71%

USD/CHF 0.9173 0.9133 0.44%

EUR/CHF 1.20096 1.20171 -0.06%

EUR/JPY 106.86 106.42 0.41%

US Treasury Yield Curve

Tenor 5-Apr 12-Apr  +/- bps

3m 0.066 0.081 1.52

6m 0.142 0.127 -1.52

2y 0.337 0.286 -5.15

5y 1.006 0.890 -11.60

10y 2.181 2.051 -12.95

30y 3.327 3.212 -11.49

Global Bonds 

 

 US Treasury prices gained for the week as concerns towards 
macro data prompted investors to flock safe government debt. 
Though risk-off sentiment eased towards the close of the week, 
reversal of earlier gains was not completed. The 10-year 
benchmark yield dropped 12.95 basis points while the 2-year note 
yield went down 5.15 basis points during the week. Over at the 
farther end of the curve, the 30-year bond yield surrendered 11.49 
basis points. 

 Investors were once again spooked as the Italian 10-year bond 
yield jumped 23 basis points to 5.66% while the Spanish 10-year bond yield gained 21 basis points to 5.94%. However, 
following the suggestion of European Central Bank Executive Board member Benoît Coeuré that the central bank could turn to 
its bond-purchase program to ease stress in European bond markets pacified investor worries . 

 
Currencies 
  

 Week-on-week, the US dollar marginally declined as investors 
speculated that the Federal Reserve will keep an accommodative 
policy. The euro, Swiss franc and Japanese yen all strengthened 
against the US dollar to 1.3158, 91.33 centimes and 80.88, 
respectively. 

 
The week ahead (April 16 – April 20) 
 

 The past week was greatly influenced by pressures from both 
Europe and US. However, if concerning signals from both Italy and 
Spain ease, there could be a reversal next week. 

 For the fixed income and currency markets, demand for safety could 
increase in the next week if indicators in the US don’t improve given that fears in Europe still have yet to be extinguished. 
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Philippine Financial Markets 
Local equities reversed losses incurred during the previous shortened work-week due to the strong start of US corporate 
earnings season and on continued interest in choice local stocks. Yields ended marginally lower as the low inflation print 
for March encouraged investors to buy into the shorter-end of the curve. Meanwhile, the peso strengthened as investors 
expected a more resilient local economy, providing an effective buffer against weakening global demand.   

Local Equities  
 

 Resuming from a five-day weekend, the index succumbed to profit-taking 
due to the overhang caused by the downtrend in the global bourses when 
the local equities market was on break. Moreover, weaker-than-expected 
US labor and manufacturing figures, the anticipated weaker growth in 
China and renewed worries on the Euro-zone wieghed on investor 
confidence. On Thursday, the index bounced back following a sharp jump 
in US stocks, complemented by a drop in Euro yields.  The index closed at 
5,097.30 on Friday, 1.16% higher than the previous week’s close of 
5,038.92.  

 
 

Conglomerates 
 

 Ortigas Holdings Inc. has signified interest to list its shares in the stock exchange within the year. The company 
expects to generate a minimum of Php9 billion from the IPO which will be used to finance future developments. On a 
separate note, the conglomerate’s property unit has set approximately Php4 billion for capital expenditures for 2012.   

 
Banking 
 

 EastWest Banking Corp. plans to add 350 new branches in the next three years , bringing its total branch network to 
494 by 2014.  Meanwhile, the company had recently set the price range of its initial public offering at Php18.50 - 
Php23.50. The lending firm intended to sell 245.32 million shares, including 36.8 million in overallotment options. 
Proceeds from the IPO will be used to finance the company’s expansion projects and other banking expenditures.  

 
Property 

 
 Robinsons Land Corp plans to add 30 sites under its Go Hotels brand across the Philippines within the next four years. 

The company will open three hotels this year in Visayas. These projects are on top of the recently-opened hotels in 
Puerto Princesa and Metro Manila.  

 
 Gokongwei property development-arm Robinsons Land Corp will open three new malls and will expand two of i ts 

existing malls. This will boost the company’s total gross leasable area to 917,000 sqm by end -September 2012. The 
expansion projects will be financed by a combination of internally-generated cash and borrowings. 
 

Mining 
 

 Ore production of the country’s top gold producer, Philex Mining Corp., for the first quarter of 2012 declined by 8.4% to 
Php3.7 billion from the Php4.04 billion worth of ore produced in the same period last year. Meanwhile, the company 
had decided to extend the mine life of its Padcal m ine to 2020 as it prepares its Silangan project which is expected to 
begin operations by 2016. 

 
 

 
 

4-Apr 13-Apr % Change

PSEi 5,038.92 5,097.30 1.16%

Philippine Stock Exchange Index
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Philippine Bond Markets 

  

 For the past week, benchmark PDST-R2 rates closed marginally 

lower, shedding 1 basis point on average. Movements were seen  
particularly in the short-end of the curve which edged down by 
12.5 basis points.   

 The government raised a total of Php9 billion worth of 5-year 
bonds at an auction last Tuesday. Bids fetched Php15.44 billion, 

yielding an average rate of 4.61%, 6.4 basis points lower than the 
previous rate. 

 Finance Undersecretary Gil Beltran told reporters that the 

government may refuse to offer retail bonds for the rest of the 

year. Instead, it is looking into raising the remaining US$500 
million debt plan through local borrowings and is also considering 
tapping the central bank’s foreign exchange reserves.  

 
 
Philippine Peso 

 

 For the week, the Philippine peso gathered strength against the 
greenback as increased inflow of funds during the five-day weekend, 
higher-than-expected February exports, and improving global crude prices 
helped curb the drag-down effects of the sluggish growth in the global 
economy. The peso appreciated by 17 centavos, to close at 42.660, on 
Friday.  

 The country’s exports for the month of February grew by 14.6% year-on-
year, well above the revised 3.1% growth registered last month. 
February’s reading surpassed market expectation of 1.7% growth. In 
nominal terms, total exports increased to US$4.44 billion in February from 
the US$4.12 recorded the previous month. 

 Revenues generated by the business process outsourcing (BPO) industry 
fetched US$11 billion last year, 24% higher than the 2010 level. 
According to the Business Processing Association of the Philippines, the 
industry has employed 638,000 by end-2011, translating to a 22% year-on-year increase. Voice business accounted for 65% of 
the industry, providing 416,000 jobs and contributing US$7.4 billion in revenue.  

 The country’s foreign direct investments inflows for the month of January surged to US$766 mi llion, almost four times higher 
than the year-ago level of US$214 million. Growth was mainly due to the payment of the final tranche of the US$1 -billion share 
purchase deal between Japan-based firm Kirin Holdings and local beverage manufacturing company San Miguel Corp. Equity 
placements in January reached to US$761 million from the US$3 million recorded a year ago, while equity withdrawals jumped 
340% to US$22 million. 

 

 The week ahead (April 16  – April 20)  

 

 For the coming week, we expect local equities and the peso to take their cues from developments in the global economy. Any 
signs of sluggish growth would push the index and the peso down. 

 Players in the bond market will closely keep an eye on the upcoming policymakers meeting on Thursday. Consensus is  that the 
overnight repurchase rate would be kept flat citing a benign inflation for the month of March and the current huge liquidity in the 
market. A surprising cut in benchmark rates would push rates down.   

 

 
 

Tenor 4-Apr 13-Apr  Change

1m 2.79 2.71 -8

3m 2.69 2.58 -11

6m 2.69 2.62 -8

1y 3.10 2.88 -23

2y 3.48 3.45 -3

3y 3.84 3.82 -2

4y 4.69 4.69 0

5y 4.82 4.93 11

7y 4.99 5.06 8

10y 5.76 5.79 3

20y 6.11 6.19 8

25y 6.51 6.62 11

Average -1

Peso Yield Curve                                       

(PDST-F Reference Rates)

Tenor 4-Apr 13-Apr % Change

ROP13 0.9780    0.9180    6

ROP16N 2.2080    2.1480    6

ROP19N 3.2210    3.1110    11

ROP20 3.2870    3.1530    13

ROP21 3.3570    3.2090    15

ROP24N 4.2920    4.2390    5

ROP26 4.1150    4.0430    7

ROP30 4.6250    4.5470    8

ROP32 4.6270    4.5540    7

ROP34 4.6470    4.5660    8

Average 9

ROP Yield Curve


