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26-Apr-12 03-May-12 % Change

MSCI World 1,293.43 1,284.44 -0.70%

MSCI Europe 88.91 88.96 0.06%

MSCI Asia-Pacific ex-Japan 436.90 442.27 1.23%

Dow Jones Industrial Average 13,204.62 13,206.59 0.01%

S&P 500 1,399.98 1,391.57 -0.60%

Global Equity Performance
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Global Financial Markets 
 
Global equities ended the week mixed as disappointing economic releases in the US and Europe wiped out gains from 
earlier in the week. Fixed income securities scarcely moved as caution prompted by concerns towards US and Europe 
pushed safety assets back up. The US dollar benefited from uncertainties raised in Europe as investors were still cautious 
towards stability in the region. 
 

Global Equities 
 
With the exception of Asia, the global equities 
market ended the week barely changed on a 
bundle of mixed news. Gains from high 
consumer confidence and encouraging US 
manufacturing activity data were erased by 
troubling jobs reports from both the US and the 
Euro-zone. The MSCI World Index fell by 0.70% 
while the MSCI Europe and MSCI Asia-Pacific 
ex-Japan Indices rose by 0.06% and 1.23%, 
respectively. For US markets, the Dow Jones 
Industrial Average crept up 0.01% while the 
Standard & Poor’s 500 Index slid by 0.60% the 
past week. 

 Consumer sentiment and US 
manufacturing activity were positive for the 
week. The Thomson Reuters/University of 
Michigan consumer sentiment index in late 
April increased to 76.4 from a preliminary 
April reading of 75.7 while the market 
estimate was at 75.7. Also, contrary to 
expectations, the US manufacturing 
sector’s expansion picked up in April. The 
Institute for Supply Management said its index of national factory activity rose to 54.8, its highest figure in 10 months, from 53.4 
in March. 

 On the other hand, the market faced downward pressures due to economic releases in the latter part of the week. Factory 
orders in the US fell at the sharpest pace in three years in March. Orders dropped 1.5% from a revised 1.1% increase in 
February while private sector jobs in the US increased only by 119,000, much lower than the estimated 170,000 increase. In 
addition, service industries in the US expanded less than projected in April, signaling the world’s largest economy may be 
cooling. The Institute for Supply Management’s non-manufacturing purchasing managers’ index came out at 53.5, down from 
56.0 in March and lower than the market estimate of 55.3. 

 The US economy expanded at a slower-than-expected rate in the first quarter. The gross domestic product rose at a 2.2% 
annual rate. The market estimate was a 2.5% growth. The number of mortgage applications in the US was barely changed last 
week. The Mortgage Bankers Association’s index increased 0.1% in the period ended April 27 after a 3.8% decline  the prior 
week.  

 Over at Europe, concerns were further elevated as m anufacturing activity in the Euro-zone shrank faster-than-expected in April. 
The manufacturing PMI decreased to 45.9 in April, the lowest level since June 2009, from March’s 47.7. The market estimate 
was at 46.0. Moreover, the unemployment rate in the Euro-zone rose to 10.9% in March from 10.8% in February. 

 Spanish data confirmed that its economy contracted 0.3% QoQ in the first quarter and 0.4% YoY. Elsewhere Standard & Poor’s 
downgraded eleven Spanish banks, taking some to non-investment grade, while five other banks have had their outlook cut. 

 China’s manufacturing expanded for a fifth month in April, reducing pressure on policy makers to open lines of credit in the 
world’s second-largest economy. The Purchasing Managers’ Index rose to 53.3 from 53.1 in March. This is the highest reading 
in a year and compares with consensus forecast of 53.6. A figure above 50 indicates expansion.  
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Currencies 

27-Apr 4-May % Change

USD/PHP 42.370 42.320 0.12%

EUR/USD 1.3255 1.3132 -0.93%

GBP/USD 1.6265 1.6169 -0.59%

USD/JPY 80.27 80.16 0.14%

AUD/USD 1.0471 1.0250 -2.11%

USD/CHF 0.9064 0.9148 -0.92%

EUR/CHF 1.20156 1.20132 0.02%

EUR/JPY 106.40 105.26 1.08%

US Treasury Yield Curve

Tenor 26-Apr 3-May  +/- bps

3m 0.086 0.076 -1.01

6m 0.137 0.137 0.00

2y 0.258 0.258 0.01

5y 0.822 0.822 -0.02

10y 1.938 1.931 -0.71

30y 3.118 3.118 0.08

Global Bonds 

 

 US Treasury prices were almost unchanged for the week as a string 
of disappointing releases from both the US and Europe erased losses 
earlier in the week. The 10-year benchmark yield dropped 0.71 basis 
points while the 2-year note yield inched up 0.01 basis points during 
the week. Over at the farther end of the curve, the 30-year bond yield 
climbed 0.32 basis points.  

 
Currencies 
  

 Week-on-week, the US dollar generally gained against its peers as a 
slowdown in economic growth and elevated concerns towards 
Europe prompted investors to seek safety. The euro and the Swiss 
franc declined against the US dollar to 1.3132 and 91.48 centimes, 
respectively, while the Japanese yen strengthened to 80.16 the past 
week. 

 
The week ahead (May 7 – May 13) 
 

 Gains experienced during the past week were tempered by 
concerns in both the US and Europe – particularly the recession 
faced by Spain as well as the economic slowdown in the US. Given 
these, global equities could decline in the next week if economic 
releases continue to be disappointing. In addition, movement will also depend on the results of the presidential election in 
France. 

 For the fixed income and currency markets, demand for safety could increase in the next week given the ongoing uncertainties 
in Europe – especially if the presidential election in France results to a weaker support towards the Euro-zone’s austerity 
efforts. 
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Philippine Financial Markets 
 
The local bourse reached record levels twice this week propped up by optimism on the corporate space and on Philippine 
economy, in general. Yields and the local currency shed gains accumulated during the week as stronger-than-expected 
inflation print in April weighed down investor’s risk appetite.         
 

Local Equities  
 

 Local equities once again breached record highs on the back of positive 
corporate earnings and strong economic leading indicators. The week 
started with an upward rally past the 5,200 resistance level driven by 
strong corporate earnings and increased risk appetite. The upward trend 
continued after the Labor Day holiday with two consecutive days closing 
at all-time highs as investor optimism grew in light of improving 
manufacturing data abroad and NEDA’s upward revision of 2012 GDP 
growth expectations from 3.7% to 5.5%. The market closed relatively flat 
on Friday as investors started to take profits on the week’s gains. The 
Philippine Stock Exchange index (PSEi) advanced by 2.49% week-on-week to close at 5,297.55 on Friday. 
 

 
Conglomerates 

 
 Earnings of Lopez Holdings Corp. plunged to Php3.95 billion in 2011, 70% down from Php13.18 billion recorded in 

2010 which was boosted by one-time gain from the sale of a 6.6% stake of Manila Electric Co. (Meralco). First 
Philippine Holdings Corp, which the Lopez Group has a 46.6% stake, reported a 91% decline in net profit from Php2.12 
billion from the Php24.85 billion generated in 2010 when they sold Meralco shares . 
 

 In a filing to the stock exchange, GT Capital Holdings, Inc. announced on Thursday that it has now full ownership of its 
property unit Federal Land, Inc. while it increased its stake in its power generation arm Global Business Power Corp. 
The 20% stake in Federal Land cost Php2.7 billion while the additional 4.6% stake in Global Business amounted to 
Php893.2 million  

 
Bank 
 

 Bank of the Philippine Islands, the lending arm of the Ayala Group, has more than doubled its earnings to Php5.8 billion 
in the first quarter of 2012 from Php2.8 billion profit earned in the same period last year. The growth was due largely to 
a large increase in income from trading gains. Meanwhile, deposit and loan portfolios grew by 7% and 20% year -on-
year, respectively.  
 

 Union Bank of the Philippines, the lending arm of Aboitz Equity Ventures, Inc, tripled its net income in the first quarter of 
the year to a record-high Php2.84 billion, owing largely to a sharp increase in trading gains. Trading gains surged to 
Php2.65 billion from Php0.19 billion a year ago. Meanwhile, net interest income was steady at Php1.77 billion from 
Php1.76 billion generated the same period last year 

 
 
Food manufacturing 

 
 Concepcion-led food and beverage company RFM Corp. announced that profits for the 1

st
 quarter of the year grew 

30% year-on-year to Php130.3 million owing to buoyant consumer spending and easing cost pressures. Leading the 
outperformance was Selecta, the company’s joint venture with Unilever, which posted sales growth of 37% during the 
quarter. Selecta is the maker of the latest ice cream sensation Magnum, which experienced stock-outs and prompted 
the company to make arrangements to meet consumer demand. 

     
Power 
 

 In a bid to diversify the company’s portfolio, Lopez-led First Gen Corp has signified its intention to take part in the 
US$700-million expansion of the Pagbilao coal-fired power plant in Quezon province. The said investment will allow the 
company to increase its portfolio even outside of renewable energy projects. TeaM Energy Philippines, a j oint venture 
of two Japanese firms, had recently teamed up with the Aboitiz Group for the Pagbilao expansion project.   

 
 
 

27-Apr 4-May % Change

PSEi 5,169.05 5,297.55 2.49%

Philippine Stock Exchange Index
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Philippine Bond Markets 

  

 Philippine government bond yields experienced huge declines at the 
start of the week on expectations of subdued inflation print for the 
month of April. However, expectations were unmet on Friday, as 
higher-than-expected rates pushed yields higher across the curve. 
Benchmark PDST-R2 rates declined by 1 basis point.    

 Teresita Sy-Coson, chairperson of BDO Unibank, Inc. said on 
Wednesday that the company is open to form tie-ups with other 
lending institutions to raise US$1 billion that would be used to finance 
projects under the public partnership program. The company plans to 
offer US$1 billion peso-denominated syndicated loan with a maximum 
tenor of 15 years. 

 Investors swamped the second tranche of Philippine National Bank’s 
unsecured subordinated notes amounting to Php3.5 billion, prompting 
the bank to close the offering ahead of schedule. The tier 2 notes, 
which yielded a coupon rate of 5.875% per annum – 87.5 basis points 
lower than the 6.75% coupon rate offered for the first tranche –, is part 
of the bank’s Php10 billion notes offer approved by the central bank 
last year.     

 
Philippine Peso 

 

 The Philippine peso closed marginally higher this week as gains 
accumulated for most of the week were pared on Friday following the 
release of higher inflation data. The Philippine peso gained 5 centavos 
against the greenback during the week. The currency pair closed at 
42.320.   

 The country’s top economic manager is optimistic that the Philippine 
economy can grow between 5% and 6% in 2012. On the sidelines of the 
45th Asian Development Bank Governor’s Annual Meeting, 
Socioeconomic Planning Secretary Cayetano Paderanga Jr. was upbeat 
on the country’s potential growth for the coming year, citing the 
government’s expenditure program – which was highly criticized as having 
dragged growth last year – to be on track in relation to programed 
spending. 

 The Asian Development Bank (ADB) has extended a grant worth 
US$650,000 to the country to support the continued growth of its business 
process outsourcing sector. The grant was formalized with the signing of 
an agreement between the ADB and the Department of Finance at the 
opening day of the 45th ADB Governors’ meeting. This three-year program aims to equip more students with the skills essential 
in working in the industry. Three hubs will be established – in Luzon, Visayas and Mindanao – which will provide training to both 
teachers and to students. 

 The Bangko Sentral ng Pilipinas (BSP) reported on Friday that the capital adequacy ratio of the Philippine banking system sto od 
at 16.44% on a solo basis and 17.43% on a consolidated basis as of end-September 2011. The 3Q2011 figures were well-above 
the 10% minimum requirement set by the BSP and were slightly higher than June 2011 levels. 

 

 The week ahead (May 7  – May 13)  

 The local equities market is expected to trade a range of 5,200-5,300 as investors are likely take profit after the index hit another 
all-time high last week. Investors have already demonstrated this sentiment last Friday after the index hitting an intraday high of 
5,330. The market will also continue to take its cue from additional 1Q12 earnings reports and developments abroad. Local bond 
prices are expected to appreciate in the coming week on account of stronger-than-expected GDP growth for the country and as 
ample system liquidity makes its way into the bond market, pushing yields lower.  

Tenor 27-Apr 4-May  Change

1m 2.41 2.33 -8

3m 2.40 2.41 1

6m 2.51 2.47 -4

1y 2.78 2.79 1

2y 3.35 3.36 1

3y 3.84 3.79 -5

4y 4.84 4.77 -7

5y 5.07 5.06 -1

7y 5.18 5.22 4

10y 5.86 5.84 -2

20y 6.10 6.08 -2

25y 6.49 6.52 3

Average -1

Peso Yield Curve                                       

(PDST-F Reference Rates)

Tenor 27-Apr 4-May % Change

ROP13 0.8430    1.1460    30

ROP16N 2.1380    2.1180    -2

ROP19N 3.1040    2.9280    -18

ROP20 3.1780    3.0940    -8

ROP21 3.2450    3.1360    -11

ROP24N 4.2480    4.2070    -4

ROP25 4.2200    4.1740    -5

ROP26 4.0690    4.0050    -6

ROP30 4.5610    4.4890    -7

ROP32 4.5930    4.5100    -8

ROP34 4.6300    4.5460    -8

ROP37 4.6420    4.5510    -9

Average -4

ROP Yield Curve


