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Global Financial Markets 
 
Global markets experienced a number of ups and downs this week amid a volley of economic data and corporate earnings 

releases. Sentiment was mostly positive nearing the end of the week, however, as the European Central Bank announced 

a 25 basis point cut on policy rates so as to further help the Euro-zone’s ailing economy. Most equities markets managed 

to inch slightly higher, while safe-haven US Treasury prices climbed amid dovish statements from the Federal Reserve. 

The riskier euro likewise gained as investors welcomed Italy’s new government and support from central banks.  

Global Equities 
 

Global equities ended the week 

barely changed as negative 

economic data points released 

during the week were overturned by 

optimism on the ECB’s rate cut and a 

handful of good news flows from the 

US.  

US markets started off the week 

negatively as the country’s 1Q13 

GDP growth came out lower than 

market expectations, underscoring 

concerns of a slowdown in the 

world’s largest economy. For the first 

quarter of 2013, the US economy 

grew 2.5% year-on-year, amid cuts 

on defense spending. The figure, 

though higher than the 0.4% 

advance for 4Q12, was lower than 

the 3% consensus estimate. Growth 

was driven by consumer spending, 

which rose the most since the final 

quarter of 2010. Meanwhile, 

government outlays fell for a 10
th
 

quarter over the past 11 quarters as 

defense spending slumped at an 11.5% annualized rate, following the 22.1% drop in 4Q12.  On a similar tone, consumer 

confidence plunged for the month of April as the the Thomson Reuters/University of Michigan final index of consumer sentiment 

declined to a three-month low of 76.4 from 78.7 in March. This indicated that consumer spending could slow down after rising for 

the first quarter, which in turn would drag on the pace of economic growth. However, losses were recouped towards the end of the 

week as the market cheered positive consumer spending and unemployment claims data as well as the ECB’s policy rate cut 

following its meeting on Thursday.  

Over in Europe, equities markets also began the week on a sour note amid lackluster corporate earnings results. However, this was 

largely reversed after Italy was able to successfully form a new government and as the ECB, in a widely anticipated move, cut 

policy rates down to a historic low of 0.5%. Note also that most European markets were closed on Wednesday for the May Day 

holiday. 

Asian markets mostly tracked movements of the US equities market, though some countries such as China and Japan had as little 

as two working days for the week in observance of holidays.  

Economic data releases for the week were a mix of both positive and negative data, most of which came from the US. 

 Last March, US consumer spending marginally increased, signaling somewhat reduced economic growth. Data released 

yesterday by the Commerce Department showed that household consumption, which comprise about 70% of the 

economy, rose by a mere 0.2% in March following the 0.7% increase in February. Analysts’ forecast was for consumer 

25-Apr-13 02-May-13 % Change

MSCI World 1,459.26 1,469.72 0.72%

MSCI Europe 101.92 102.28 0.35%

MSCI Asia-Pacific ex-Japan 476.64 480.35 0.78%

Dow Jones Industrial Average 14,700.80 14,700.95 0.00%

S&P 500 1,585.16 1,582.70 -0.16%

Global Equity Performance
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spending to remain mostly unchanged. Analysts are saying that the uptick will likely not be repeated as spending cools 

even further in the second quarter. 

 The number of Americans applying for jobless claims dropped much more than anticipated to the lowest level in 5 years. 
Last week, total applicants for unemployment insurance payments declined by 18,000 to 324,000, well below the market 
estimate of 345,000. Meanwhile, analysts are expecting that the unemployment rate for the month of April to be released 
on Friday will remain at 7.6%, while payrolls are to increase by 145,000, compared to the 88,000 increase in the prior 
month. 

 The US trade deficit narrowed more than forecasted last March to the second-lowest level in three years. The trade gap 
contracted by 11% to US38.8 billion from US$43.6 billion in February, mainly due to a decline in imports of consumer 
goods and business equipment. Imports had fallen by the most since February 2009 on account of the US shortfall with 
China, falling to the lowest in 3 years. Market forecast was for the trade gap to come in at a US$42.3 billion deficit. 

 Economic confidence in the Euro-zone fell lower than anticipated in April amid recurring concerns on the ongoing 

recession. According to the European Commission, its index of executive and consumer sentiment fell to 88.6, the lowest 

since December, from 90.1 in March. The market had expected a less drastic decline to 89.3. Analysts have stated that 

results of the survey further serve as evidence that the currency bloc is experiencing the longest recession on record, and 

that this could encourage the ECB to announce more supportive policy measures in their upcoming meeting this Thursday. 

 In March, the Euro-zone’s jobless rate rose to a record, advancing to 12.1% from 12% in the previous two months, and in 
line with market expectations. 19.2 million people were jobless in the Euro-zone, up 62,000 from the previous month. 
Youth unemployment was at 24%. The jobless rate in Germany, Europe’s largest economy, was stable at 5.4 percent. 

Week-on-week, the MSCI World index crept higher by 0.72%, led by the Asia-Pacific ex-Japan region which added 0.78%, and the 

European region which rose 0.35%. The Dow Jones Industrial index ended the week practically unchanged while the S&P500 index 

waned 0.16%. 

 
Global Bonds 

 
US Treasury prices climbed for the week as demand for safe-haven assets 

was fuelled by fears of an economic slowdown in the world’s largest 

economy as the US GDP figure came out lower than expected. Prices were 

also supported by dovish statements from the US Federal Reserve following 

its 2-day FOMC meeting during the week.  

According to the US Federal Reserve, it would carry on with its US$85 

billion bond purchases each month, though it added that the amount could 

be increased or decreased depending on the state of the economy. This 

statement is quite different from its earlier tone, wherein policymakers were unclear on the possibility of more bond buying. 

Moreover, the Fed stated that the inflation rate was somewhat below the 2% goal and that there were some improvements of note 

in the labor market. Though the economy had improved as of late, the Fed said, it still saw “downside risks” to the economic 

outlook.  

Week-on-week, the 2- and 10-year benchmark yields dropped 2.91 and 8.25 basis points to 0.196% and 1.626%, respectively. 
 
 
Currencies  
 
It was quiet trading for the euro at the start of the week as investors 
remained on the sidelines awaiting the results of the ECB’s upcoming 
policy meeting on Thursday. During the week, the euro was trading 
above the 1.3100 level, buoyed by optimism on Italy’s newly formed 
government and on hopes that central banks would continue to support 
economic growth.  However, the shared currency dropped back to the 
1.3000 level after the ECB announced a 25 basis point cut in policy rates 
following their meeting on Thursday. Week-on-week, the euro inched 
higher by 0.74% against the US dollar and 0.79% against the Japanese 
yen.  

 

US Treasury Yield Curve

Tenor 25-Apr 2-May  +/- bps

3m 0.051 0.036 -1.52

6m 0.081 0.076 -0.50

2y 0.225 0.196 -2.91

5y 0.711 0.647 -6.37

10y 1.708 1.626 -8.25

30y 2.905 2.821 -8.34

Currencies 

26-Apr 3-May % Change

USD/PHP 41.220 40.910 0.76%

EUR/USD 1.3030 1.3127 0.74%

GBP/USD 1.5473 1.5566 0.60%

USD/JPY 98.05 98.08 -0.03%

AUD/USD 1.0276 1.0273 -0.03%

USD/CHF 0.9429 0.9318 1.19%

EUR/CHF 1.22761 1.22315 0.36%

EUR/JPY 127.73 128.75 -0.79%
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The week ahead (May 06– May 10) 

 
Movements of global markets this week were mostly hinged on the slew of economic data releases, corporate earnings results and 

the much-awaited outcome of both the FOMC and ECB policy meetings. For the week ahead, we expect markets to trade slightly 

lower as concerns on over-all global economic health still remain. Highlights in the upcoming week are the US unemployment rate 

and non-farm payrolls report for the month of April.  
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Philippine Financial Markets 

 
This week saw the Philippines awarded an investment grade status yet again, this time by S&P, resulting to a rally in the 
local equities market and lower yields of local government securities. This recent testament to the country’s strong 
macroeconomic fundamentals likewise drove the appreciation of the Philippine peso.  
 
 
 

Local Equities 
 

The local equities market gained for the entire week to close the month of 
April 3.3% higher, its 8th straight monthly gain. Gaming stocks Bloomberry 
Resorts Corporation (BLOOM), and Belle Corporation (BEL) were our biggest 
decliners for the week on concerns of a ruling by Bureau of Internal Revenue 
(BIR) that all earnings of Philippine Amusement and Gaming Corp (PAGCOR) 
from its operations and licensing of gambling casinos and other related 
operations, are subject to corporate income tax.  The biggest news of the 
week was when Standard & Poor raised the Philippines to investment grade 
(from BB+ to BBB-) just before Thursday’s close.  As a result, the PSEi 
skyrocketed on Friday, breaching the 7,200 level for the first time in history.  Note that a country needs only two IG ratings from 
major credit rating agencies so that foreign portfolio managers may invest in its assets.Foreign investors were net buyers for the 
week with a total value of Php4.08 billion. Week-on-week, the index rose to another all-time high of 7,215.35, 2.70% higher than the 
previous week.   
 

Consumer 

 Puregold Price Club, Inc. registered a remarkable growth in its net profit in the first quarter, rising by 105.3% to 

Php962 million from Php469 million posted in the same period a year. Puregold said that its net sales climbed by 

49.8% to Php16.09 billion from Php10.74 billion primarily due to an 18.2% rise in sales turnover of 159 Puregold and 

Parco stores operating as of the end-first quarter. Meanwhile, the company’s cost of sales went up by 47.3% to 

Php13.26 million from Php8.99 million. 

Financials 

 The Bank of the Philippine Islands (BPI) posted a 43% rise in its net income to Php8.4 billion for the first quarter of the 

year from Php5.8 billion registered in the same period last year. The bank said the increase was mainly due to the 

21% growth in total revenues, as it took advantage of favourable market conditions, which also resulted in securities 

trading gains. The bank’s lending portfolio also grew 19% YoY to Php514 billon in the first quarter. Meanwhile, 

deposits climbed by 16% to Php748 billion. 

 

 EastWest Banking Corp. has successfully completed the fifth tranche of its long-term negotiable certificates of 

deposits (LTNCDs) last Friday with a face value amounting to Php110.06 million. The LTNCD’s have a 5% coupon 

rate, offered from April 15 to 19, and will mature on May 23, 2018. Moreover, the bank said that it will continue the 

issuance in several tranches within the BSP’s allowable period. 

Power 

 Energy Development Corp (EDC) recently disclosed that it has formed a joint venture with its Australian partner Hot 

Rock Ltd (HRL) for a geothermal exploration project in Peru. They have established Geotermica Quellaapatcheta Peru 

SAC in order to jointly own and develop the Quellaapacheta Authorization project. EDC’s wholly owned unit, EDC 

Geothermica SAC, owns 70% of the joint venture, which would develop the Quellaapatcheta project. Furthermore, 

EDC already began preparing the work program for geological, geochemical and geophysical survey work at the 

Quellaapacheta project 

 

 

26-Apr 3-May % Change

PSEi 7,025.44 7,215.35 2.70%

Philippine Stock Exchange Index
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Philippine Bond Markets  
 
On the local fixed income market, light trading was observed for most of the 
week. However, S&P’s upgrade of the Philippines to investment grade 
status somewhat boosted government securities towards the end of the 
week. All in all, buying persisted across most tenor buckets. Week-on-
week, yields declined by an average of 1 basis point, with the short-end and 
belly of the curve dropping by 1.80 and 0.68 basis points, respectively. The 
long-end of the curve likewise plummeted by 0.56 basis points. 
 
 
 
 
 
Philippine Peso 
 
The Philippine peso gained this week as S&P awarded the country its 
second investment grade rating. BSP’s lower inflation forecast further 
contributed to the appreciation of the peso. Week-on-week, the local 
currency gained 31 centavos to close at 41.910. 
 
 
For the second time this year, the Philippines reached another investment grade status after international credit rating firm Standard 
& Poor's Ratings Services (S&P) upgraded the country’s sovereign rating to “BBB-“ from “BB+”.  According to S&P, the upgrade 
was due to benign inflation rates and deteriorating dependence on foreign currency debt. The outlook on the rating was stable. 
 
The government posted a Php66.48 billion deficit for the first quarter of 2013, roughly half of which was incurred during March. 
Though the deficit is almost double last year’s January-to-March figure of Php33.91 billion, it fell short of the Php73.88 billion cap 
set for the period. Meanwhile, revenue collections for the quarter inched higher to Php364.33 billion from the Php360.97 bill ion 
recorded the same time last year. Public spending climbed 9.1% this quarter to Php430.80 billion from the Php394.88 billion in 
2012. 
 
Data from the Bangko Sentral ng Pilipinas (BSP) showed that domestic liquidity or the country’s money supply rose by 11% to 
Php5.053 trillion in March from Php4.536 trillion registered in the same period last year. This was dubbed as the fastest that money 
supply had expanded since June 2011 and the BSP attributed the increase to the 20.4% rise in domestic assets as banks exhibited 
robust lending activity. Net foreign assets, meanwhile, declined by 0.8% on the bank of continued increase in banks’ foreign 
liabilities. 
 
The Department of Transportation and Communications (DOTC) is looking to complete its major infrastructure projects under the 
public-private partnership (PPP) program with a combined value of Php82 billion within the term of President Aquino as the 
government is at the catch-up point. Transportation Secretary Joseph Emilio Abaya said the agency is set to award at least 3 PPP 
contracts for this year alone. This includes the Php30.9 billion extension of the Light Rail Transit (LRT1), the first phase of the 
Php17.5 billion Mactan-Cebu international airport expansion project worth Php8.9 billion and the automated fare collection system 
(AFCS) worth Php1.72 billion. 
 
The International Monetary Fund (IMF) recently stated that is “carefully” keeping watch on the significant capital flows into Asia, and 
cautioned the region’s leaders to be vigilant against risks of overheating. Director of the IMF Asia Pacific Department Anoop  Singh 
stated that they were seeing financial pressures rising, a situation which could quickly worsen if left unchecked. He added that the 
organization’s projection for the regional economic outlook would be maintained at a 5.7% growth rate in 2013. Though he did not 
mention any specific economies that were at the risk of overheating, it should be noted that stock markets in countries like Thailand 
and the Philippines have experienced steep increase as of late.  

T enor 26-Apr 3-May  Change

1m 0.49 0.48 0

3m 0.33 0.32 -1

6m 0.46 0.47 0

1y 0.79 0.73 -6

2y 2.20 2.17 -3

3y 1.98 2.49 50

4y 3.15 2.93 -23

5y 3.16 2.92 -24

7y 3.21 3.17 -4

10y 3.29 3.43 14

20y 3.69 3.69 0

25y 4.11 3.96 -15

Average -1

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (May 06– May 10) 
 

We expect the local equities market to continue its rally next week after S&P upgraded its sovereign credit rating for the Philippines 
from BB+ to BBB-.   We anticipate that the impact would be much larger than Fitch’s upgrade last March 27 given that there are 
now two rating agencies that have approved the Philippines’ investment grade status – a requirement by most foreign portfolio 
managers. The rally will also get its support from corporate earnings results as we expect full year 2013 earnings growth to be 
around 16%.  Trading range next week will be between 7,150 and 7,350. 

 

Trading on the local fixed income and currency markets will hinge on the inflation and exports figures set to be released next week. 
We expect yields of local government securities to trade sideways with a downward bias ahead of the Treasury Bills auction 
scheduled in the coming the week. Meanwhile, we may see the peso appreciating as more flows are expected to come in following 
the recent investment grade by S&P. Market-players will also continue to track developments abroad. 

 


