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19-Apr-12 26-Apr-12 % Change

MSCI World 1,277.72 1,293.43 1.23%

MSCI Europe 88.61 88.91 0.34%

MSCI Asia-Pacific ex-Japan 439.74 436.90 -0.65%

Dow Jones Industrial Average 12,964.10 13,204.62 1.86%

S&P 500 1,376.92 1,399.98 1.67%

Global Equity Performance

0

200

400

600

800

1,000

1,200

1,400

1,600

1,800

Ja
n-

06

Ju
l-0

6

Ja
n-

07

Ju
l-0

7

Ja
n-

08

Ju
l-0

8

Ja
n-

09

Ju
l-0

9

Ja
n-

10

Ju
l-1

0

Ja
n-

11

Ju
l-1

1

Ja
n-

12

MSCI World MSCI Europe MSCI Asia-Pacific ex-Japan S&P 500

Global Financial Markets 
 
Global equities ended the week positive as solid corporate earnings reports from the US and an encouraging statement 
from the Federal Reserve overshadowed growing concerns in Europe. Fixed income securities benefited from the 
uncertainties raised in Europe as investors were still cautious towards stability in the region. The US dollar traded 
sideways against its major peers as accommodative comments by Federal Reserve Chairman Bernanke counterbalanced 
against elevated borrowing costs in Spain. 
 

Global Equities 
 
With the exception of Asia, the global equities 
market ended the week with gains  on a raft of 
optimistic news from the US. Corporate earnings 
reports came out generally encouraging. Also, 
while economic indicators were mixed for the 
week, a statement from Federal Reserve 
Chairman Ben Bernanke indicating continued 
monetary support encouraged increased 
allocation into equities. The MSCI World and 
MSCI Europe Indices rose by 1.23% and 0.34%, 
respectively, while the MSCI Asia-Pacific ex-
Japan Index declined by 0.65%. For US 
markets, the Dow Jones Industrial Average 
hiked 1.86% while the Standard & Poor’s 500 
Index climbed by 1.67% during the week. 

 The G-20 committed to boosting 
International Monetary Fund resources by 
more than $430 billion. The commitments 
from the G-20 and other nations would 
roughly double the fund's lending capacity 
to almost $700 billion.  

 Earnings reports generally came out above expectations . McDonald’s first quarter profit increased to US$1.27 billion from 
US$1.21 billion a year earlier. Also, AT&T Inc. and 3M Co. posted a 5.2% and 4.1% increase in their first quarter profits, 
respectively. In addition, Apple Inc.’s fiscal second quarter profit increased by 94%  year-on-year.  

 Economic indicators came out mixed the past week. US consumers were slightly less optimistic in April, with the index 
decreasing to 69.2 from a revised 69.5 the previous month. Also, mortgage applications in the US dropped by 3.8% in the 
period ended April 20 from the prior week. On the other hand, more contracts to buy existing homes were signed in March, with 
the index expanding by 4.1% month-on-month, while the number applications for unemployment benefits went down to 388,000 
from a revised 389,000 the previous week. 

 US Federal Reserve officials kept short-term interest rates near zero, substantiating their earlier statement to do so until the 
latter part of 2014. The policy rate was maintained at 0.25%.   

 Federal Reserve Chairman Ben S. Bernanke said that the US central bank is prepared to launch another round of bond 
purchases and that they would not hesitate to do so should the need arise.  

 Over at Europe, concern for the region started to build up the past week. Euro zone's private sector contracted in April at the 
sharpest pace since November, damaged by a steep decline in the manufacturing sector. Markit’s preliminary composite PMI 
for the region slumped to 47.4 in April, below market estimates of 49.3, from March's 49.1. In addition, Spain’s sovereign credit 
rating was cut for the second time this year by Standard & Poor’s on concern that the country will have to provide further fi scal 
support to banks as the economy contracts. S&P lowered the long-term grade to BBB+ from A, with a negative outlook. 

 On the positive side, German business confidence unexpectedly increased in April. The index rose to 109.9 from 109.8 in 
March. The market estimate was at 109.5.  

 In last Sunday's first-round presidential election, socialist candidate François Hollande, who is seen as less committed to fiscal 
austerity than President Nicolas Sarkozy, took first place in the contest. The two candidates will face each other in a runof f 
election on May 6.  
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Currencies 

20-Apr 27-Apr % Change

USD/PHP 42.605 42.370 0.55%

EUR/USD 1.3219 1.3207 -0.09%

GBP/USD 1.6122 1.6181 0.37%

USD/JPY 81.52 80.58 1.17%

AUD/USD 1.0380 1.0394 0.13%

USD/CHF 0.9089 0.9097 -0.09%

EUR/CHF 1.20161 1.20148 0.01%

EUR/JPY 107.79 106.43 1.28%

US Treasury Yield Curve

Tenor 19-Apr 26-Apr  +/- bps

3m 0.066 0.086 2.03

6m 0.117 0.137 2.00

2y 0.266 0.258 -0.83

5y 0.843 0.822 -2.09

10y 1.967 1.938 -2.82

30y 3.121 3.118 -0.32

 Netherlands Prime Minister Mark Rutte and his cabinet resigned after Dutch budget talks fell apart over the weekend. The 
development paves the way for early elections and led to speculation among investors that the nation might lose its AAA credit 
rating.   

 HSBC Holdings PLC’s preliminary China Manufacturing Purchasing Managers Index (PMI), a gauge of nationwide 
manufacturing activity, climbed to a two-month high of 49.1 in April, suggesting that the government’s easing measures have 
started to work. This figure compared to a 48.3 final reading in March. PMI readings be low 50 indicated a contraction. 

 
Global Bonds 

 

 US Treasury prices gained for the week as concerns towards 
Europe prompted investors to flock safe government debt. The 
gains, however, were pared as demand for safety eased on 
positive sentiment coming from the US. The 10-year benchmark 
yield dropped 2.82 basis points while the 2-year note yield went 
down 0.83 basis points during the week. Over at the farther end of 
the curve, the 30-year bond yield surrendered 0.32 basis points.  

 The $35 billion sale of 2-year notes last Tuesday drew a bid-to-
cover ratio of 3.76, the strongest measure of overall demand 
since November last year.  

 
Currencies 
  

 Week-on-week, the US dollar was barely changed against its peers 
as gains against the greenback due to Ben S. Bernanke’s statement 
were erased by concerns towards Europe. The euro and the Swiss 
franc declined against the US dollar to 1.3207 and 90.97 centimes, 
respectively, while the Japanese yen strengthened to 80.58 during 
the week. 

 
The week ahead (April 30 – May 4) 
 

 Gains experienced during the past week were tempered by 
concerns in Europe – particularly the uncertainties faced by Spain 
with regards to its credit situation as well as the presidential election 
in France. Given these, as the election comes nearer in the next week, increased caution towards the region could cause the 
global equity market to consolidate. 

 For the fixed income market, demand for safety could increase in the next week given the ongoing uncertainties in Europe. 
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Philippine Financial Markets 
 
The local bourse closed above the 5,200 resistance twice during the week as the favorable developments in US and 
positive local macroeconomic fundamentals boosted risk appetite. Meanwhile, local bid yields declined and the peso 
appreciated against the greenback following the release of below-than-target deficit data and expectations of increased 
government spending supportive of economic growth in the coming months.        
 

Local Equities  
 

 Local equities posted new highs anew owing to upbeat sentiment here 
and abroad. The index traded sideways at the onset as fears that 
European leaders would fail to implement necessary austerity measures 
kept investors on edge. The local equities market rebounded mid-week, 
tracking gains in global equity markets following Fed Chairman 
Bernanke’s pledge to support growth. On the local front, the recently-
released budget data, lower deficit level and increased tax collections led 
investors to put their money in equities. The Philippine Stock Exchange 
index (PSEi) advanced by 0.24% to close at 5,169.05 on Friday. 
 

 
Conglomerates 

 
 SM Group, owned by the family of Henry Sy, is close to sealing a deal with the Ortigas family in buying a controlling 

stake in OCLP Holdings, Inc, which owns a significant landbank across the metropolis, with Greenhills complex being 
its crown jewel. Henry Sy, Jr., vice chairman of SM Investments Corp., told reporters last Monday that the company has 
already prepared funding and is just waiting for further instructions. 
 

 Metro Pacific Investments Corp. announced on Tuesday that it had formed an alliance with Ayala Corp. to jointly 
pursue and develop light rail projects in the greater Metro Manila Area, starting with the light railway transit projects 
included in the public-private partnership framework. Both parties would each have a 50% stake in the railway projects 
and related real estate development undertakings .  
 

 First quarter consolidated profits of Sy-led conglomerate SM Investments Corp. expanded by 13% year-on-year to 
Php6 billion owing to the robust performance across all core businesses. Revenues in the first quarter likewise grew by 
16% to Php49.7 billion. Its lending unit BDO Unibank reported a 15% hike in net income to Php2.8 billion, contributing 
32.3% to total net income.   

 
Property 

 
 The country’s largest mall developer SM Prime Holdings, Inc. grew its consolidated net income for the first quarter by 

15% to Php2.43 billion from the Php2.12 billion earned during the same period last year. Consolidated revenues 
likewise expanded to Php7.03 billion, 16% up from year-ago level. Management attributed the robust performance to 
strong sales growth from the company’s new and existing malls . 
 

 SM Development Corp. announced that the number of pre-sold units for the first quarter of the year jumped 51% year-
on-year to Php8.97 billion. The sustained strong demand for residential condominium units brought consolidated 
revenues to Php5.83 billion for the first three months, growing by 72% from its previous level of Php3.26 bi llion. 
Consolidated net income likewise rose by 33% to Php1.21 billion . 
 

 SM Development Corp. will be launching Php37 billion worth of projects this year, citing as an opportunity the housing 
backlog present in the real estate sector. The company said it would start building five new projects this year, 
comprising about 17,300 condominium units. The company said it expected sales to remain strong given record -low 
interest rates and on the growing purchasing power of the middle class  

 
Retail 
 

 Puregold Price Club, Inc. reported on Monday a 24.5% year-on-year rise in net income for the first quarter to Php469 
million. Management attributed the growth to high turnover activity of its newly-opened stores. In the last three quarters 
of 2011, Puregold opened 34 stores accounting for 18% of the firm’s first quarter net sales. Net sales for the quarter 
rose by 30% to Php10.74 billion, a filing to the local bourse showed. 

 
 

20-Apr 27-Apr % Change

PSEi 5,156.46 5,169.05 0.24%

Philippine Stock Exchange Index
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Gaming 
 

 Listed gaming and leisure firm Belle Corp. posted a net income of Php52.5 million in the  first quarter of the year, 5% 
higher year-on-year as gains from other income supported losses in core revenues. Revenues contracted by 51.5% to 
Php96.94 million. Meanwhile the company booked foreign exchange gains of Php15.86 million, 59.5% up from Php9.94 
a year ago. 

     
Mining 
 

 Cabinet members, composed of Finance Secretary Cesar Purisima, Executive Secretary Paquito Ochoa Jr., and 
Environment Secretary Ramon Paje, have signed on Wednesday a mining policy statement that would require a Php16 
billion share per year in mining revenues. According to Paje, the government is open to proposals on the revenue 
sharing scheme but reiterated that the proposed scheme should yield Php16 billion a year.  

 
 
Philippine Bond Markets 

  

 Week-on-week, yields declined as less-than-programmed budget deficit 
data bolstered by the improvement in tax collection signified  
strengthening country’s cash positions. Benchmark PDST-R2 rates 
declined by 2 basis points on average. Notable movers were 1- and 3-
month buckets, which edged down 11 and 14 basis points, respectively.    

 According to the senior management of the Villar-led firm, institutional 
clients swamped Vista Land & Landscapes, Inc. latest bond offering, 
compelling BDO Capital & Investment Corp. – which acts as the lead 
arranger for the said offering – to raise the offer size to Php4.5 billion from 
an original issue size of Php3 billion. Proceeds of the 5-yr tenor bonds will 
be used to partially refinance the company’s existing debt, as well as for 
general corporate purposes. 

 Diversified conglomerate Ayala Corp plans to raise Php10 billion through 
an offering of 15-year fixed rate bonds. The PRS Aaa rated bonds will 
have a call option starting on the 10

th
 year from the issue date. 

 Rizal Commercial Banking Corp. will issue a second tranche of long-term 
negotiable certificate of deposits (LTNCDs), amounting to Php1.15 
billion. The company’s LTNCDs will have a tenor of 5 and a half years 
and a coupon rate of 5.25%. The said issuance is in line with the 
company’s liability management efforts to match term assets with term 
liabilities, while taking advantage of the low-interest rate environment. 

 During Tuesday’s auction, the Bureau of the Treasury made a partial 
award of new seven-year Treasury bonds as some bids were deemed 
too high. The seven-year debt papers fetched a 5% coupon rate. Had 
the treasury department made a full award, these could have fetched 
5.111%. Tenders reached Php10.98 billion, just a little over the 
government's Php9 billion offer.     

 
 
 
 
 
Philippine Peso 

 

 For the week, the Philippine peso appreciated as positive sentiment on the US economy trounced concerns on the Euro-zone. 
Consequently, positive sentiment arising from the lower-than-target first quarter budget deficit data and easing trade deficit 
levels help strengthen the peso. The local currency strengthened by 23.5 centavos week-on-week, to close at 42.370 on Friday.  

 Collections of the Bureau of Internal Revenue for March stood at Php75.2 billion, 4.84% higher than the Php71.56 billion 
reported a year ago. The March print, however, fell below the government’s target of Php82.26 billion for the month.  

Tenor 20-Apr 27-Apr % Change

ROP13 0.7340    0.8430    -11

ROP16N 2.1260    2.1380    -1

ROP19N 3.1020    3.1040    0

ROP20 3.1650    3.1780    -1

ROP21 3.2120    3.2450    -3

ROP24N 4.2250    4.2480    -2

ROP26 4.0260    4.0690    -4

ROP30 4.5450    4.5610    -2

ROP32 4.5600    4.5930    -3

ROP34 4.5700    4.6300    -6

Average -3

ROP Yield Curve

Tenor 20-Apr 27-Apr  Change

1m 2.52 2.41 -11

3m 2.54 2.40 -14

6m 2.59 2.51 -8

1y 2.77 2.78 1

2y 3.39 3.35 -4

3y 3.89 3.84 -6

4y 4.73 4.84 10

5y 4.94 5.07 13

7y 5.17 5.18 1

10y 5.84 5.86 2

20y 6.17 6.10 -8

25y 6.54 6.49 -6

Average -2

Peso Yield Curve                                       

(PDST-F Reference Rates)
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 The government incurred a budget deficit of Php28.62 billion in March, reversing February’s surplus of Php10.7 billion, as th e 

Bureau of Internal Revenue, accounting for the bulk of the government revenue, missed its collection target for the month and 
on increased spending. March collections of the agency stood at Php75.2 billion, Php7.1 billion below the Php82.3 billion tar get, 
while expenses expanded by 15% year-on-year to Php115.43 pesos. Meanwhile, the first quarter deficit was still bellow the 
programmed deficit level for the period of Php82.8 billion. 

 

 The week ahead (April 30  – May 04)  

 The local equities market is expected to continue its uptrend on the back of month-end window dressing. Furthermore, stock 
prices will continue to take relief from first quarter corporate earnings reports , setting aside concerns of a sluggish global 
economic growth. Meanwhile, the Philippine peso is expected to trade range-bound, with movements taking cue from inflation 
data set to be released this week and from developments abroad. Moving on to the bond markets, yields will be kept low should 
inflation proved to have eased further in March. 

   

 

 
 


