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Global Financial Markets 
 
Global markets were browbeaten this week amid a slew of disappointing economic data releases from major economies 

across the globe. Equities markets reversed the previous week’s gains ending much lower, while prices of safe-haven 

bonds climbed amid a risk-off sentiment. Likewise, safer currencies had much to gain from concerns over the slowing 

global economic recovery. 

Global Equities 
 

Global equities markets 

nursed losses throughout the 

week amid discouraging data 

from across the globe. 

Starting off the week was 

China’s GDP for the first 

quarter of 2013, which 

slowed to 7.7% from 7.9% 

the previous quarter, and was 

lower than the market 

estimate of 8%. Data from 

the US and Germany were 

likewise downbeat as US 

retail sales dropped the most 

since June 2012, and as 

German investor confidence 

fell much lower than 

forecasted. The only bright 

spots were a successful 

Spanish bond auction on 

Thursday and a small handful 

of positive corporate earnings 

results from the US.  

Economic data releases 

mostly pointed to a cooling 

global economy which 

weighed on investor 

sentiment for much of the week. 

 According to data released by the Conference Board, the index of US leading indicators declined March, further indicating 
slowing economic recovery. The Board’s gauge of the outlook for the next 3-6 months dropped by 0.1% in March, the first 
decline since August last year. Declines were seen in five of the gauge’s 10 components, including construction 
applications and factory orders, as well as a drop in consumer expectations.  

 The number of Americans filing for jobless claims was mostly unchanged for the week ended April 13, increasing by only 
4,000 to a seasonally adjusted 352,000, in line with the market estimate of 350,000. This indicated that the labor market 
was stabilizing and that employers have enough demand to keep workers on. Meanwhile, the 4-week moving average of 
claims rose to 361,250 last week from 358,500. The jobless figures had spiked nearing the end of March and then 
subsided amid difficulties the government had in making adjustments for the Easter and school spring break holidays.  

 According to the US Federal Reserve, the US economy is currently expanding at a “moderate” pace, driven by the housing 

and auto sectors’ recovery, which countered weaknesses from the government’s budget cuts, the expiration of the payroll 

tax cut and cold weather. The Fed’s Beige Book, which is a gathering of "anecdotal information on current economic 

conditions", covering the period of late February to earl April, was slightly more positive than the previous Beige Book. It 

stated that the US economy was expanding at a “modest” to “moderate” rate. 

 Data released by the ZEW Center for European Economic Research showed that German investor confidence dropped 
more than expected for the month of April, indication that the Euro-zone’s largest economy may have a hard time gaining 

11-Apr-13 18-Apr-13 % Change

MSCI World 1,462.82 1,413.72 -3.36%

MSCI Europe 101.25 97.38 -3.82%

MSCI Asia-Pacific ex-Japan 471.50 462.00 -2.01%

Dow Jones Industrial Average 14,865.14 14,618.59 -1.66%

S&P 500 1,593.37 1,552.01 -2.60%

Global Equity Performance
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momentum. The ZEW’s index of investor and analyst expectations fell to 36.3 from a multi-year high of 48.5 in March, 
posting its first drop in five months and much lower than the market estimate of 41. The decline in business sentiment was 
due to recurring concerns on the region’s debt crisis and recession, which was Germany’s largest export market. 

 

Week-on-week, the MSCI World index declined 3.36% led by the European region which lost 3.82% and the Asia Pacific ex-Japan 

region which retreated 2.1%. The Dow Jones Industrial Average index and the S&P500 index likewise lost 1.66% and 2.60%, 

respectively.  

 
Global Bonds 

 
US Treasury prices climbed during the week amid weaker-than-expected 
economic data, which put a damper on speculation that the Federal 
Reserve might end stimulus measures anytime soon. A flight-to-safety 
stance was observed as investors flocked to bonds following the bombing at 
the Boston Marathon, and as GDP growth in China slowed down for the first 
quarter of 2013. Prices were also supported by the Fed’s bond purchases 
on Wednesday worth US$1.5 billion. Week-on-week, the 10-year 
benchmark yield lost 10.40 basis points to 1.685%. 
 
 
Currencies  
 
The riskier euro struggled to keep afloat amid dismal news flows throughout 

the week as investors fled to safer currencies amid heightened concerns on 

the global economy. However, losses were somewhat tempered nearing the 

end of the week following a successful Spanish bond auction held 

Thursday, wherein 10-year bonds were sold at an average yield of 4.612%, 

the lowest since September of 2010. Meanwhile, the Japanese yen 

weakened against its major peers ahead of the G-20 meeting conclusion on 

Friday. Week-on-week, the euro pared 0.29% against the US dollar. The 

Japanese yen lost 0.88% and 0.56% against the US dollar and the euro, 

respectively. 

 
 
 
 
 
The week ahead (Apr 22– Apr 26) 
 
Movements of global markets this week were mostly hinged on continued data releases from major economies, most of which were 

quite disappointing. Looking ahead, we expect markets to recover from this week’s losses amid bargain-hunting, although recovery 

will likely be tempered by continued concerns on the over-all global economic health. Upcoming data releases include US existing 

home sales, initial jobless claims and the University of Michigan survey of Consumer Confidence Sentiment. Market watchers will 

also be awaiting news on the 2-day G-20 summit to conclude over the weekend.   

 
 
 
 
 
 
 
 
 
 
 

US Treasury Yield Curve

Tenor 11-Apr 18-Apr  +/- bps

3m 0.061 0.051 -1.01

6m 0.091 0.081 -1.02

2y 0.230 0.226 -0.42

5y 0.726 0.695 -3.06

10y 1.789 1.685 -10.40

30y 2.995 2.860 -13.55

Currencies 

12-Apr 19-Apr % Change

USD/PHP 41.270 41.220 0.12%

EUR/USD 1.3113 1.3075 -0.29%

GBP/USD 1.5343 1.5350 0.05%

USD/JPY 98.37 99.24 -0.88%

AUD/USD 1.0508 1.0353 -1.48%

USD/CHF 0.9273 0.9312 -0.42%

EUR/CHF 1.21612 1.21756 -0.12%

EUR/JPY 129.02 129.75 -0.56%
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Philippine Financial Markets 

 
The local equities market rallied for another week, reaching to its 26

th
 record high as investors positioned themselves 

ahead of 1
st

 quarter corporate earnings results. On the other hand, yields in the local fixed income market declined on 
speculation of another SDA rate cut, while the peso surged on continuous capital inflows driven by the country’s strong 
macroeconomic fundamentals. 
 
 
 

Local Equities 
 

The local bourse achieved its 26
th
 all-time high for the year as investors 

positioned ahead of 1
st
 quarter corporate earnings results.  The PSEi started 

the week on profit-taking, after coming from an all-time high the previous 
week.  On Tuesday, the drop continued after the Boston Marathon bombing 
incident, which sparked fear among investors.  The market then reversed its 
losses led by SM Investments Corporation when its subsidiary, SM Prime 
Holdings, reported 15% growth in net income for 1Q2013.  Foreign investors 
were net buyers for the week with a total value of Php4.73 billion. Week-on-
week, the index climbed 0.95% to close above the 6,900 level for the first time 
at 6,957.10.  
 
 

Conglomerates 

 Lopez Holdings Corp. recently reported that its net income reached Php4.38 billion last year. This is 13.59% higher 

than Php3.995 billion registered in 2011. According to Lopez Holdings Assistant Vice-President for Media and Investor 

Relations Carla Sison, the profit uptick may be attributed mostly from share of extraordinary gains of First Philippines 

Holdings, Inc. (FPH) from the sale of Meralco shares. 

 SM Prime Holdings Inc. posted a 14.14% surge in its net income in the first quarter to Php2.890 billion from Php2.532 

billion registered in the same period a year ago. SM Prime’s revenues climbed by 11.3% to Php7.830 billion as rental 

revenues, accounting for 86% of total revenues, rose 12% to Php6.733 billion driven by the opening of malls for the 

past two years. SM Prime President Hans T. Sy said the performance sets an optimistic tone for the year. The firm 

expects to sustain this growth trend for the next quarter with consumer spending receiving a boost from election 

spending. 

Financial 

 Metropolitan Bank & Trust Co. (Metrobank) has set a target of 15% loan growth this year primarily due to robust 

consumer demand amid low interest rates. According to Metrobank Head of Strategic Planning Division Jette 

Gamboa, they are expecting that the economy to grow at 6% so the bank’s loan growth will be 15% this year. She 

explained that the targets were always based on the bank’s outlook for the economy and the loan projection is always 

at least twice the country’s GDP. Moreover, Ms. Gamboa said that Metrobank Group is looking to add around 30 

branches this year as part of its expansion plans. 

Power 

 Gotianun-owned FDC Misamis Power Corp, a unit of Filinvest Development Corp (FDC), will invest Php30 billion to 

construct a 405-megawatt (MW) thermal power plant at the Phividec Industrial Estate in Misamis Oriental. The new 

power plant, according to FDC, will use clean coal technology. Moreover, the firm is looking to complete the first 

phase of the project of about 270 MW by 2016 in order to ease the deteriorating power supply in Mindanao. The 

second phase of 135 MW may be operational by 2018. However, as the plant will still be using fossil fuel or coal to 

generate power, it would still contribute to global warming. 

 

 

12-Apr 19-Apr % Change

PSEi 6,891.43 6,957.10 0.95%

Philippine Stock Exchange Index
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Properties 

 Ayala Land Inc. (ALI) has increased its leasing portfolio by entering into a sale and purchase agreement to buy Global 

Technologies International Ltd.’s 32% share in ALI Property Partners Co. (APPCo) for Php3.52 billion. ALI held 68% 

of APPCo prior to the transaction.  The firm said that the acquisition is aligned with its thrust of expanding its office 

leasing business as well as increasing its recurring income. 

 

Philippine Bond Markets  
 
On the local fixed income market, prices of government securities rose 
amid bargain-hunting by market players on speculation of another SDA 
rate cut in the upcoming Monetary Board meeting on April 25. Week-on-
week, yields declined by an average of 18 basis points led by belly which 
dropped by 25 basis points. The long- and short-ends of the curve also 
plummeted by 21 and 6.7 basis points, respectively. 
 
 
 
 
Philippine Peso 
 
The Philippine peso depreciated earlier in the week brought about by 
renewed concerns on the global economic front. However, losses were 
countered by gains drawn from optimism over the country’s 
macroeconomic fundamentals. Moreover, speculation that continued 
dollar inflows would outweigh effects of the BSP’s foreign exchange 
regulations further strengthened the peso. Week-on-week, the local 
currency gained 19.5 centavos to close at 41.075. 
 
Data from the Bangko Sentral ng Pilipinas (BSP) showed that personal remittances from overseas Filipinos (OFs) totalled US$1.9 
billion in February, or a 6.9% increase YoY. Moreover, remittances for the first two months of the year climbed 7.6% YoY to US$3.7 
billion. Cash remittances in February amounted to US$1.7 billion, a 6% growth from US$1.6 billion a year ago. During the first two 
months of the year, cash remittances went up by 7% YoY to US$3.4 billion. 
 
The government is retaining its 15% growth target for total exports this year, according to an Export Development Council (EDC) 
official.  In order to achieve the growth target of 15%, merchandise exports will have to rise by 15% to US$61.10 billion, while 
service exports should increase by 5% to US$20.43 billion. The electronic sector is seen to recover in the coming months while the 
business process outsourcing (BPO) industry is expected to remain robust. EDC Executive Director Senen Perlada said that the 
electronic sector’s performance is usually better in the second and third quarter. 
 
Imported vehicle sales rose last month, rising 8% year-on-year driven by robust sales in the light commercial vehicle (LCV) 
segment. According to the Association of Vehicle Importers and Distributors, Inc. (AVID), 3,027 units were sold for the month of 
March compared to the 2,792 sold during the same period last year. LCV’s were sold the most, growing 23% year-on-year to 1,435, 
while passenger car sales were 2% lower year-on-year to 1,592. Month-on-month, car sales grew 29% from February’s 2,338 units. 
AVID is projecting a 5-10% increase in sales this year on the back of positive economic growth and consumer expectations. 
 
The International Monetary Fund’s (IMF) latest World Economic Outlook released just last Tuesday stated that the Philippines is still 
seen to grow by 6% this year and 5.5% in 2014 as domestic demand remains strong. In turn, the report said, domestic demand 
would be fuelled by the low-interest rate environment which encourages households and enterprises to borrow to finance 
consumption and investment activities. The IMF’s outlook for Asia is quite similar, with the region seen to grow at an average of 
5.7% in 2013 and 6% in 2014. 
 
The Social Security System (SSS) reported a 42% surge in net income last year to Php36.20 billion from Php25.55 billion registered 
in the previous year. SSS said that the income rise was primarily due to double-digit growth in contribution collections and 
investment earnings, to go along with its monitoring of expenses for operations and benefits. Likewise, total revenues, including 
gains from investments and contributions, climbed by 10.58% to Php128.10 billion last year from Php115.84 in 2011. 
 
 

Tenor 12-Apr 19-Apr  Change

1m 0.49 0.47 -2

3m 0.42 0.30 -13

6m 0.53 0.46 -7

1y 0.81 0.77 -5

2y 2.54 2.38 -16

3y 2.91 2.64 -28

4y 3.06 2.90 -16

5y 3.19 2.96 -23

7y 3.67 3.25 -43

10y 3.76 3.45 -31

20y 3.72 3.64 -8

25y 4.23 4.00 -23

Average -18

Peso Yield Curve                                       

(PDST-F Reference Rates)
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The week ahead (Apr 22– Apr 26) 
 

We expect the local equities market to breach the 7,000 level this week on anticipations that the Monetary Board would reduce SDA 
rates further this coming Thursday. We also expect market-players to take positions ahead of corporate earnings results with 
heightened optimism, especially after BDO Unibank Inc reported strong first quarter income of Php10 billion, almost 4x the amount 
posted in the same period last year. By Philippine Stock Exchange rules, listed issues are required to report their 1

st
 quarter 

earnings results by May 15, 2013. Trading range next week will be between 6,850 and 7,100. 

The monetary board meeting to be held in the coming week will likewise influence trading on the local fixed income and currency 
markets. It still remains to be seen whether or not the central bank would further adjust the SDA facility, after having already eased 
the foreign exchange rules to encourage capital outflows. Investors will also take their cues from developments abroad, monitoring 
the events in the US, Euro-zone and the issues in North Korea. 


