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April 29, 2013 

Global Financial Markets 
 
Global equities were mostly on an upward trend throughout the week on the back of strong 1

st
 quarter corporate earnings 

results. Speculations of additional stimulus measures from the European Central Bank likewise boosted demand for 

equities. Meanwhile, market players in the bond market adopted a risk-off stance as they continued to seek for solid signs 

of a rebound in the global economy.  

Global Equities 
 

Global equities headed north 
as market players shrugged 
off disappointing economic 
news flows across the globe 
and instead focused on 
earnings results. Likewise, 
talks of a 25-basis point rate 
cut by the ECB and 
supportive statements from 
the G20 leaders helped lift 
global equities. Nearing the 
end of the week, investors 
cheered on GDP releases 
from UK and South Korea. 
UK’s economy expanded 
more than forecasted, rising 
0.3% for the first quarter of 
2013 and avoiding a triple-
dip recession. The 
Consensus forecast was for 
the UK to grow at 0.1%. 
South Korea likewise 
reported a faster-than-
expected GDP print of 0.9%, 
compared to the estimate of 
a 0.7% growth. 
 
Economic data releases for 
the week were mostly 
downbeat, with minimal 
bright spots to help keep 
investor sentiment afloat. 
 

 In the US, sales of previously owned homes fell unexpectedly for the month of March as a thin supply of properties 
hindered the housing market from a stronger recovery. Data released by the National Association of Realtors showed that 
existing home purchases dropped by 0.6% to an annual rate of 4.92 million in March, lower than the median forecast of an 
increase to 5 million. Note however, that the median price of existing homes climbed by 11.8% to US$184,300 last month, 
the most since November 2005. This reflected an uptick in the share of sales of higher-end dwellings as compared to more 
affordable homes.  
  

 Data from the Commerce Department showed that new home sales in the US rose 1.5% last March to a 417,000 annual 
pace, beating the market estimate of 416,000. Average home sales for the first three months of the year averaged at an 
annual rate of 424,000, the strongest level since the latter part of 2008.These figures further highlighted the opinion of 
some Federal Reserve officials that residential real estate would contribute more to economic growth in 2013. 
 

 US durable goods orders dropped last March by the most in seven months, dragged down by slowing demand for 
commercial aircraft and business investment. Data released by the Commerce Department showed that orders for goods 
meant to last three years fell by 5.7% following the revised 4.3% gain in February. The figure was also lower than the 
market estimate of a 3% decline. Not including transportation equipment, orders still fell for a second straight month. 

18-Apr-13 25-Apr-13 % Change

MSCI World 1,413.72 1,459.26 3.22%

MSCI Europe 97.38 101.92 4.66%

MSCI Asia-Pacific ex-Japan 462.00 476.64 3.17%

Dow Jones Industrial Average 14,537.14 14,676.30 0.96%

S&P 500 1,541.61 1,578.79 2.41%

Global Equity Performance
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 PMI figures released in major economies in the Euro-zone were mostly weak, with the preliminary reading of the 
composite PMI for the region coming at 46.5 for April, unchanged from the March figure. This heightened speculation that 
the ECB could potentially cut rates in order to goose the economy. Germany’s composite PMI fell into contraction with a 
six-month low level of 48.8, while France’s composite PMI climbed to 44.2, the highest in 4 months, after falling to a 48-
month low in March.  

 

 Last April, German business confidence dropped for a second straight month as winter weather hindered recovery in 
Europe’s biggest economy. According to the Ifo institute located in Munich, its business climate index fell to 104.4 from 
106.7 last March, though economists had forecasted a decline to 106.2. Moreover, German companies’ assessment of 
current business conditions dropped to 107.2 from 109.9 and the measure of their expectations fell to 101.6 from 103.6. 
 

 Data released by the Labor Department yesterday showed the applications for jobless claims fell by 16,000 to 339,000 for 
the week ended April 20, much lower than the consensus estimate of 350,000. Less people being removed from their jobs 
indicate that companies are now more confident in demand, and are poised to add to their headcount if sales grow after 
the pause in March. 
 

 Unemployment in Spain rose more than forecasted for the 1st quarter, soaring to 6 million, or 27.2% of the workforce 
compared to the 26.02% over the past three months. The figure was also much higher than the consensus estimate of 
26.5%, as efforts to overcome the EU’s fiscal deficit dragged on economic growth. The country’s prime minister, Mariano 
Rajoy, are set to unveil measures to halt the six-year economic downturn. 

Week-on-week, the MSCI World index rallied 3.22% to 1,459.26, led by MSCI Europe which tacked on 4.66% to settle at 101.92 on 

Thursday. Asian equities likewise mirrored these gains, with the MSCI Asia-Pacific ex-Japan gaining 3.17% to 476.64. Similarly, US 

equities rose, with Dow Jones Industrial Average and S&P 500 climbing 0.96% and 2.41%, respectively. 

 
Global Bonds 

 
US Treasury prices rose as investors adopted a risk-off sentiment amid a 
number of negative data releases from the world’s biggest economy, 
which also resulted in three well-received auctions held during the week. 
 
Last Tuesday, the US Treasury Department sold US$35 billion worth of 2-
year notes at a low yield of 0.233%, only slightly higher than the record low 
yield of 0.22% at the July 2012 sale of similarly dated notes. Bid-to-cover 
ratio was at 3.63 compared to the 3.27 at the last sale, and the 3.72 
average over the past 10 sales. 
 
Demand for safe-havens was also evident on Wednesday as the US Treasury Department sold US$35 billion worth of 5-year notes 
at an average yield of 0.71%, the lowest since November. Demand was likewise the highest in three months, with the bid-to-cover 
ratio at 2.86 compared to the 2.81 average at the past 10 sales. 
 
The US Treasury Department’s US$29 billion auction of 7-year notes saw good demand last Thursday, the highest in almost four 
months, as investors overlooked the optimistic jobless claims report released on the same day. Bid-to-cover ratio was at 2.72, the 
highest since December 2012 and higher than the 2.66 average over the past 10 sales. The notes were awarded at a yield of 
1.155%, lower than the consensus estimate of 1.163%. 
 
Week-on-week, the 10-year benchmark yield climbed 2.33 basis points to 1.708% while the 30-year benchmark yield crept up 4.48 
basis points to 2.905%. 
 
 
  

US Treasury Yield Curve

Tenor 18-Apr 25-Apr  +/- bps

3m 0.051 0.051 0.00

6m 0.081 0.081 0.00

2y 0.226 0.225 -0.10

5y 0.695 0.711 1.57

10y 1.685 1.708 2.33

30y 2.860 2.905 4.48
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Currencies  
 
The euro was under pressure for much of the week especially following 
the release of weak manufacturing data from across the currency bloc. 
However, the shared currency managed to strengthen slightly after 
Spain’s government reportedly sold 3.011 billion euros worth of Treasury 
bills at much lower yields than in previous auctions. In other news, the 
Japanese yen continued to weaken against its currency peers following 
the BoJ’s aggressive quantitative easing measures earlier this month. 
However, the losses were reversed towards the end of the week after the 
BoJ failed to outline specific guidelines on the implementation of its 

monetary easing plans. Week-on-week, the euro lost 0.19% to 1.3027 
while the yen gained 0.83% to settle at 98.70.  

 
 
 
The week ahead (Apr 29– May 03) 
 
With most of the big companies reporting their first quarter corporate earnings, investors will now shift their focus on economic 

releases and decide whether to sustain their optimism on the health of the global economy. Highlight for the week is the release of 

US 1
st
 quarter GDP. The market is anticipating a marked improvement from last quarter’s 0.4% growth. Key monetary policy 

meetings in Japan and the Euro-zone are also in the spotlight. The ECB is expected to cut its record-low benchmark rate further 

while the BoJ is seen to lay out its plan for its aggressive monetary easing.  

 
 
 
 
 
 
 
  

Currencies 

19-Apr 26-Apr % Change

USD/PHP 41.075 41.220 -0.35%

EUR/USD 1.3052 1.3027 -0.19%

GBP/USD 1.5231 1.5433 1.33%

USD/JPY 99.52 98.70 0.83%

AUD/USD 1.0277 1.0285 0.08%

USD/CHF 0.9334 0.9443 -1.15%

EUR/CHF 1.21865 1.23015 -0.93%

EUR/JPY 129.88 128.58 1.01%
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Philippine Financial Markets 

 
The local equities market sustained its uptrend buoyed by positive 1Q2013 corporate earnings results and as S&P 
raised its growth forecast for the country. Moreover, market-players positioned ahead of the Monetary Board meeting 
which resulted to another SDA rate cut as anticipated. In turn, this caused further increase on the local bourse, pushed 
yields of local government securities lower and resulted to peso depreciation. 
 
 

Local Equities 
 

The local bourse started the week on a strong note after breaching the historical 
7,000 and 7,100 levels for the first time as investors positioned ahead of the SDA rate 
cut announcement. Profit-taking ensued for the next two days as the index achieved 
all-time high valuations. As the week ended, the local bourse gained back its losses 
when Standard & Poor’s raised its growth forecast for the Philippines to 6.5% this 
year and 6.3% in 2014 (GDP growth for FY12 was at 6.6%). Belle Corporation (BEL) 
led index-gainers for the week (+9.7% week-on-week) after reporting 1Q13 net 
income of Php777 million, nearly 15 times the Php52.5 million 1Q12 net income. BEL 
started collecting rental income from Macau casino operator Melco Crown ahead of 
the 2014 opening of its integrated casino project in Pagcor Entertainment City. 
Foreign investors were net sellers for the week with a total value of Php0.63 billion. Week-on-week, the index managed to close 
above the 7,000 level again at 7,025.44 or 0.98% higher than last week.  
  
 
 

Conglomerates 

 Ayala Corp. (AC) is expecting its unlisted operating units to boost its income stream in the medium term as it lines up 

a Southeast Asian expansion for its core businesses. According to AC President and Chief Operating Officer 

Fernando Zobel de Ayala, the company’s growth plans in the power and transport infrastructure businesses will give 

them new and significant growth platforms moving forward. AC Managing Director and Head of Corporate Strategy 

John Eric Francia added that the company’s goal over the next five years is to push the contribution of unlisted units to 

roughly 20% which would predominantly come from infrastructure and power. 

Food 

 Universal Robina Corp. (URC) broke ground for its ethanol distillery plant located in the firm’s sugar central facility in 

Negros Oriental worth US$35 million. The plant will produce ethanol fuel supporting the government’s efforts to reduce 

dependence on imported ethanol. According to Universal Robina Sugar Milling Corp General Manager Renato Cabti, 

the plant will start operations in March 2014 and is looking to produce roughly 100,000 liters per day or 30 million liters 

of ethanol fuel a year. 

Financials 

 BDO Unibank, Inc. (BDO) reported a net income of Php10 billion, or a 257% increase for the first quarter this year 

compared to Php2.8 billion posted in the same period a year ago. According to BDO President Nestor Tan, the 

remarkable increase was mainly attributed to trading gains, dubbing it as a one-off event after booking profits from 

investments, which resulted to a 130% surge in its non-interest income. Meanwhile, net interest income for the first 

quarter expanded by 14.28% to Php9.6 billion from Php8.4 billion with gross costumer loans growing by 16% and total 

deposits rising by 9%. 

Power 

 Manila Electric Co. (Meralco) posted a 19.3% growth in its net income during the first quarter to Php4.024 billion from 

Php3.373 billion registered in the same period a year ago. The income growth was mainly attributed to lower costs 

and expenses which fell by 3% to Php59.147 billion from Php60.998 billion given the lower power purchase costs as 

well operating and maintenance expenses. Revenues, on the other hand, also declined by 1.2% to Php64.820 billion 

19-Apr 26-Apr % Change

PSEi 6,957.10 7,025.44 0.98%

Philippine  Stock Exchange  Index
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from Php65.626 billion as the company started to realize the full-period effect of new power sales agreements which 

resulted in lower generation charges to Meralco customers and hence, lower revenues. 

Mining and Oil 

 Atlas Consolidated Mining and Development Corporation registered a 139% growth in net income for 1Q2013 to 

Php569 million from Php238 million in the same period in 2012. The increase was mainly due to lower operating and 

financing costs which declined by 11% to Php2.786 billion from Php3.137 billion in the first quarter of 2012. Moreover, 

the reduction in operating expenses countered losses brought about by lower prices of copper during the period. 

 

Philippine Bond Markets  
 
In the local fixed income market, prices of government securities climbed as 
bargain-hunting by market players was observed. Investors positioned on 
longer-tenored securities amid anticipation of SDA rate cuts. Moreover, a 
successful 3-year Fixed Rate Treasury Notes auction further underscored 
strong demand for government securities. Week-on-week, yields declined 
by an average of 3 basis points led by the belly which dropped by 8 basis 
points on the average. 
 
 
The Bureau of the Treasury sold Php30 billion worth of 3-year Fixed Rate 
Treasury Notes at an auction held last April 23. The notes were sold at a 
coupon rate of 1.625%, compared to the last 3-year FXTN auction held in 
January 2010, which had a coupon rate of 5.250%. Total bids amounted to 
Php76.454 billion. 
 
Philippine Peso 
 
The Philippine Peso fell against the greenback during the week mostly 
driven by expectations of another SDA rate cut by the Monetary Board at its 
policy meeting. Week-on-week, the local currency surrendered 14.5 centavos to close at 41.220. 
 
Following the Monetary Board meeting concluded last Thursday, the BSP announced that it would maintain the overnight borrowing 
rate at 3.5%, a move in line with market expectations. However, rates on the central bank’s Special Deposit Account facility were 
slashed by another 50 basis points across all tenors, effectively bringing its yield down to 2.0%. The cut, which was widely expected 
by most analysts, marks the third SDA rate cut for the year. 
 
Recently released data from the National Statistics Office (NSO) showed that merchandise imports fell for a second straight month 
in February. Merchandise imports registered at US$4.708 billion during the month or 5.8% lower than US$4.996 billion posted 
during the same period a year ago. The decrease was mainly due to electronic products, accounting for 26.5% of the total bill, 
which fell by 12.6% to US$1.248 billion. Moreover, the country's trade deficit came out at US$967 million in February, much wider 
than the US$566 million deficit for the same period last year. This brings the trade gap for the first two months of the year to 
US$1.68 billion. 
 
The government’s excise tax collections on sin products posted a Php2.25 billion decline in March due to front-loading of tobacco 
companies. According to BIR commissioner Kim S. Jacinto-Henares, the government anticipated a drop in excise tax revenues in 
the first half of the year on the back of early withdrawal of stock from warehouses as practiced by companies so as to avoid higher 
liabilities but expects revenues to rebound beginning July or once manufacturers run out of stock. Moreover, the lower excise tax 
collections in March were partly due to the decline in BIR’s total revenue collections given the short working days of the month. 
 
According to the National Economic Development Authority (NEDA), agriculture exports growth may be sustained as new markets 
open up for sugar and bananas. Deputy Director General of NEDA Emmanuel Esguerra stated that the country could take 
advantage of demand from countries such as the US, Russia and China which are some of the major raw sugar importers. 
Likewise, the Sugar Regulatory Administration (SRA) announced that the Philippine International Trading Corp. saw export 
opportunities in India, South Korea, Indonesia and the Middle East for refined and raw sugar. Esguerra added that the US market 
was also a potential importer of bananas, which is a good development for Philippine agriculture exports. 
 

T enor 19-Apr 26-Apr  Change

1m 0.47 0.49 2

3m 0.30 0.33 4

6m 0.46 0.46 0

1y 0.77 0.79 2

2y 2.38 2.20 -18

3y 2.64 1.98 -65

4y 2.90 3.15 25

5y 2.96 3.16 20

7y 3.25 3.21 -3

10y 3.45 3.29 -16

20y 3.64 3.69 5

25y 4.00 4.11 11

Average -3

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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According to the Transportation Department, there are seven groups who have recently and formally shown their interest to bid for a 
public-private partnership (PPP) project of the expansion and operation of Mactan-Cebu International Airport. Among those who 
have submitted prequalification documents are MPIC-JG Consortium, AAA Airport Partners, Filinvest-CAI Consortium, SMC-
Incheon Consortium, SMC-Incheon Consortium, First Philippine Airports, Premier Airport Group and GMR-Megawide Consortium. 
These firms will be further evaluated based on their legal, financial, and technical qualifications. 
 
 
 
The week ahead (Apr 29– May 03) 
 

We expect the local equities market to trade sideways with an upward bias due to expectations of strong 1Q13 corporate earnings 
results from more companies and month-end window dressing. Moreover, expectations of a second credit rating upgrade to 
Investment grade in the near term can also serve as a catalyst especially now that Standard & Poor’s has upgraded its economic 
growth forecast for the Philippines. Trading range next week will be between 6,950 and 7,150 – supported by the most recent 50bps 
SDA rate cut by the BSP.  

For  the local fixed income and currency markets, we expect the effect of the SDA rate cut to put downward pressure on the yields 
of local government securities and cause further depreciation of the peso. The release of money supply figures during the week 
would likewise influence the behavior of the market. Moreover, global economic developments would continue to be tracked by 
investors. 


