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Global Financial Markets 
 
Global markets were mostly optimistic this week as investors cheered positive labor data from the US and continued 

quantitative easing measures all over the world. In particular, equities markets rallied as positive developments fuelled a 

risk-on sentiment among investors. Meanwhile, safe-haven US Treasury prices declined amid the shift of investor 

preference to equities, and the Japanese yen weakened against its major currency counterparts as a result of the BoJ’s 

aggressive stimulus measures.  

Global Equities 
 

Global equities markets rallied 

for much of the week amid 

more positive news releases on 

the US jobs market, signs of 

recovery from Germany and 

continued quantitative easing 

from all across the globe.  

In the US, the Dow Jones 

Industrial Average index and 

the S&P500 index rallied to 

record highs, carried by the 

momentum from last week's 

outstanding payrolls report and 

improved unemployment rate. 

Upbeat corporate earnings 

results from media and energy 

companies likewise boosted 

sentiment. Nearing the end of 

the week however, stocks 

declined slightly as investors 

booked profits and as the 

improving labor market fuelled 

speculation that the Fed may 

wind down on its quantitative 

easing program. 

European equities markets mimicked movements of the US equities market for the most part, soaring to 5-year highs as investors 

cheered on the recovering US jobs market and upbeat German manufacturing and industrial production data.  

Asian stocks painted a similarly bright picture, with markets reveling the weakening Japanese yen, positive Chinese trade date and 

supportive moves from central banks around the world. Further adding to this was the Korean Central Bank, which followed the 

recent policy easing in Japan, Europe, and Australia and slashed its policy rate by 25 basis points to 2.50%. Gains were only 

slightly tempered by the release of a higher-than-expected inflation figure from China. China's National Statistics Bureau reported 

that consumer inflation rose to 2.4% in April, above the 2.3% consensus and 2.1% reading the previous month. The reading 

diminished the outlook for further policy easing. 

Majority of the economic data releases for the week were upbeat, speckled with minimal disappointing news from the Euro-area. 

 Last week, the number of Americans filing for unemployment benefits fell unexpectedly by 4,000 to 323,000. This was the 

lowest level since January of 2008 and well below the market estimate of 335,000 claims. The dropping figure indicated 

that employers were now more confident in the economy's outlook, and in turn allowed them to keep workers on. 

Moreover, for the first time, the average claims over the past month were the lowest since the last recession began.   

 A compilation of US labor-market indicators rose to 2008-high levels last April. According to the Conference Board, its 

employment trends index rose to 111.68 from a revised 111.61 last March. This was up 3.8% year-on-year, also the best 

02-May-13 09-May-13 % Change

MSCI World 1,469.72 1,495.74 1.77%

MSCI Europe 102.28 104.27 1.95%

MSCI Asia-Pacific ex-Japan 480.35 489.08 1.82%

Dow Jones Industrial Average 14,831.58 15,105.12 1.84%

S&P 500 1,597.59 1,632.69 2.20%
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gain since 2008. Director of macroeconomic research at the firm Gad Levanon stated that the employment trend continued 

to signal moderate job growth and added that while it was a positive sign of momentum for the labor market, the average 

productivity of American workers would struggle to improve until GDP growth accelerates. 

 In March, Factory orders in Germany jumped by 2.2% on a monthly basis, matching the previous February's month-on-

month gain and beating the market estimate of a 0.5% decline. Moreover, German exports climbed by 2.7% in March, with 

orders coming from the Euro-zone soaring 4.2%. According to the Economy Ministry, this was favorable for the industrial 

sector and indicated that Germany seemed to be overcoming its weakness in industry. 

 Last March, industrial production in Germany rose for a second straight month, expanding 1.2% month-on-month 

compared to the market estimate of -0.2%. According to the economy ministry, the improving manufacturing sector and 

catch-up activity in construction should provide the industrial sector a push over the coming months. This, taken with the 

improved manufacturing output data released just yesterday indicate to a slowly recovering economy and points to growth 

in the second quarter. 

 Services and manufacturing output in the Euro-zone contracted for a 15th consecutive month last April as the region 

continued to struggle amidst an ongoing recession. According to data analyst firm Markit Economics, a composite index 

based on a survey of purchasing managers in the manufacturing and services industries climbed to 46.9 in April from 46.5 

in March. Though slightly better, any figure below 50 still indicates a contraction. In other news, retail sales in the region 

also fell by 0.1% last March following the 0.2% decline in February, according to the EU's statistics office. 

Week-on-week, the MSCI World index gained 1.77%, led by the European region which rose 1.95% and the Asia-Pacific ex-Japan 

region which picked up 1.82%. The US equities market likewise rallied, with the S&P500 index and the Dow Jones Industrial 

Average index soaring 2.20% and 1.84%, respectively. 

 
Global Bonds 

 
US Treasury prices ended the week much lower as investors abandoned 
safe-haven assets in favor of higher-yielding equities amid optimism on the 
labor market. Lackluster demand for Treasury Department’s three bond 
auctions held during the week also served to push yields higher. 
 
Tuesday saw a US$32 billion auction of 3-year notes which received 
lukewarm demand. The bid-to-cover ratio was at 3.38, marginally lower than 
the 3.49 over the past four three-year auctions. Investors who were not part 
of the primary-dealer group were awarded 75% of their bids, higher than the 
average hit ratio of 59%. 
 
Similarly, Wednesday’s US$24 billion auction of 10-year notes for the day was met with little interest. The Treasury Department sold 
the notes at a yield of 1.810%, marginally higher than the 1.795% in the auction last April. The bid-to-cover ratio was at 2.70, 
compared to the average of 2.84 over the past six sales.  
 
The results were slightly better during Thursday’s US$16 billion 30-year bond auction. The bonds drew a yield of 2.980%, lower 
than the market forecast of 2.997%.The auction’s bid-to-cover ratio was at 2.53, compared to the average of 2.6 over the past 10 
auctions.  
 
Week-on-week, the 10-year benchmark rose 18.54 basis points to 1.811% and the 2-year benchmark picked up 2.45 basis points to 
0.220%. 
 
Currencies  
 
The euro weakened against the US dollar amid a number of disappointing 
data points from the currency bloc, especially after ECB President Mario 
Draghi stated that he was prepared to take more measures to boost the 
economy if needed.  On the other hand, the US dollar strengthened 
against most of its currency counterparts after more positive labor market 
data led to discussions of the possibility of the Fed scaling back 
quantitative easing. The biggest news in currency markets however, was 
the Japanese yen finally weakening to the 100 yen-per-dollar level as a 
result of the aggressive stimulus measures announced earlier last month. 
Note that the Japanese yen last traded at those levels in April of 2009. 

US Treasury Yield Curve

Tenor 2-May 9-May  +/- bps

3m 0.036 0.036 0.00

6m 0.076 0.071 -0.51

2y 0.196 0.220 2.45

5y 0.647 0.749 10.12

10y 1.626 1.811 18.54

30y 2.821 2.993 17.15

Currencies 

3-May 10-May % Change

USD/PHP 40.910 41.120 -0.51%

EUR/USD 1.3114 1.3014 -0.76%

GBP/USD 1.5574 1.5398 -1.13%

USD/JPY 98.99 101.24 -2.22%

AUD/USD 1.0319 1.0047 -2.64%

USD/CHF 0.9354 0.9548 -2.03%

EUR/CHF 1.22660 1.24262 -1.29%

EUR/JPY 129.84 131.75 -1.45%
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Week-on-week, the euro pared 0.76% against the US dollar, while the Japanese yen declined 1.45% and 2.22% against the euro 
and the US dollar, respectively.  

 
 
The week ahead (May 14– May 17) 
 
Markets this week rallied on euphoria over quantitative easing from central banks and positive economic data from the world’s 

largest economy. For the week ahead, we expect equities markets to move slightly lower as investors consolidate gains made over 

these past few days. Treasury prices will likely recover, especially as rising inflation in China puts a limit to potential pol icy easing in 

the world’s second largest economy, which may fuel demand for safe-havens. Data releases to watch out for would be US 

consumer confidence data, jobless claims and industrial production.  
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Philippine Financial Markets 

 
The local equities market rallied during the week as investors warmly welcomed positive corporate earnings results. 
Meanwhile, the local fixed income market and the peso succumbed to profit-taking as market-players took advantage of 
gains made following the investment grade status awarded by S&P last week. 

 
 
 

Local Equities 
 

The local equities market started the week with a new intra-day high of 
7,284.34, almost close to breaching the 7,300 level.  It succumbed to profit-
taking, though, for two days before reversing its losses due to positive earnings 
results that came out the amid benign April inflation figure of 2.6%.  Ayala 
Land, Inc. (ALI) led the gains after reporting Php2.8 billion (+30% YoY) in net 
income for 1Q13, beating expectations due to sale of lots in recently acquired 
Food Terminal Inc. (now called Arca South).   Index heavyweight Philippine 
Long Distance Telephone Company (TEL) also grew its core income to Php9.4 
billion (+4% YoY) after its margins stabilized. Week-on-week, the index rose to 
its 29

th
 record high for the year, to close at 7,262.38 or 0.65% higher than last 

week’s close.   
 

Conglomerates 

 Metro Pacific Investments Corp. (MPIC) reported that its net income for the first quarter grew by 12.97% to Php2.70 

billion from Php2.39 billion registered in the same period last year. Likewise, its core net income soared by 23% to 

Php1.9 billion from Php1.6 billion, primarily driven by higher profit contributions from Manila Electric Co. (Meralco) 

which rose by 18% to Php4 billion, Maynilad Water Services, Inc. which reported a 18% rise in core profit to Php2 

billion and Metro Pacific Tollways Corp. (MPTC) as its core net income grew by 19% to Php450 million. 

Financials 

 Metropolitan Bank & Trust Co. (Metrobank) reported a 163% jump in its consolidated net  income to Php11.4 billion in 

the first quarter from Php4.3 billion registered in the same period last year. The remarkable net income growth was 

propelled by steady growth in core revenues, gains in treasury and investment activities as well as an increase in 

miscellaneous income. Meanwhile, total operating income rose to Php26.9 billion on the back of a 103% surge in non-

interest income to Php18.7 billion as well as a 5% growth in net interest income to Php8.2 billion. 

Mining and Oil 

 s Semirara Mining Corp. has allotted roughly US$500 million for another expansion of its coal power plant complex in 

Batangas. According to Semirara Vice Chairman and CEO Isidro Consunji, the construction of a 300-400 megawatt 

(MW) power plant will begin in the third quarter. He added that for the funding requirements, the company will adhere 

to the industry benchmark of securing 70% through debt and 30% through equity. He added that the company might 

conduct a rights offering for the second phase of the expansion. 

Properties 

 Ayala Land, Inc.’s (ALI) net income surged by 30% to Php2.8 billion in the first quarter from Php2.1 billion posted in 

the same period last year. Meanwhile, its consolidated revenues soared by 38% to Php18.5 billion from Php13.4 

billion. The increase in ALI’s net income was primarily due to strong performances from all its businesses. Revenues 

from ALI’s property development rose by 56% to Php12.11 billion as its residential, commercial and industrial all 

reported increases in revenues. 

Utilities 

 Globe Telecom Inc., reported that its net income fell by 76% in 1Q 2013 to Php656 million from Php2.701 billion 

registered in the same period a year ago. The decline was mainly on the back of higher expenses for its network 

3-May 10-May % Change

PSEi 7,215.35 7,262.38 0.65%

Philippine  Stock Exchange  Index
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upgrade and transformation program worth US$700 million. Despite this, Globe President and Chief Executive Officer 

Ernest Cu said core income rose 13% to Php3.086 billion in the first quarter from Php2.75 billion. He added that 

consolidated service revenues climbed 6% to Php21.368 billion in the same period led by its broadband unit with 23%. 

 
Philippine Bond Markets  

 
On the local fixed income market, prices of government securities fell as 
buying-interest persisted during the week following gains made from the 
awarding of the investment grade rating by S&P. Week-on-week, yields 
climbed by 5 basis points with the short-end of the curve dropping by 24 
basis points. 
 
The Bureau of the Treasury (BTr) sold Php20 billion worth of Treasury Bills 
during an auction held last May 6, though only the Php4 billion worth of 91-
day T-bills were fully awarded, with an average yield of 0.217%.  The 182-
day and 364-day T-bills were only partially awarded at Php4.75 billion and 
Php3.095 billion, with average yields of 0.398% and 0.602%, respectively. 
Total tenders reached Php15.635 billion, only about three quarters of the 
amount offered. 
 
 
 
Philippine Peso 

 
The Philippine peso fell against the greenback for the week as profit-taking 
persisted following last week’s gains drawn from investment grade news. Moreover, the peso tracked losses by its Asian 
counterparts, which further contributed to the decline. Week-on-week the local currency surrendered 21 centavos to close at 
41.120.  
 
Data from the National Statistics Office (NSO) showed that the country’s inflation rose at a slower pace of 2.6% year-on-year in 
April from 3.2% year-on-year in March. Almost all of the commodity groups had a slower annual increment except the education 
index which recorded the same increase of 4.4%. The biggest slowdown was the transport index which registered -0.7% year-on-
year in April from +0.5% in March. On the other hand, inflation on a monthly basis increased to 0.2% in April from 0.1% in March. 
 
According to Bangko Sentral ng Pilipinas (BSP), the country’s gross international reserves (GIR) reached US$83.380 billion in April, 
or 0.6% lower than US$83.951 billion last month. BSP Governor Amando Tetangco said that the decrease was brought about by 
revaluation adjustments on the BSP’s gold holdings arising from the decline in the price of gold in the international market. He 
added that though reserves fell in April, it still remained adequate to cover 11.8 months worth of imports of goods and services. 
 
According to data released by the Bangko Sentral ng Pilipinas (BSP) total profits posted by the country's banking sector rose by 
17% to Php122.12 billion in 2012 from the Php104.73 billion in 2011. The increase was mainly driven by the rise in incomes of 
universal and commercial banks, which contributed Php110.97 billion to the total, up 20% year-on-year. Officials added that local 
banks are poised to sustain the country’s economic growth by extending loans to both consumers and businesses. Moreover, with 
its strong finances, the banking sector will likely grow by at least 10% in 2013, the BSP said. 
 
Data from the Bureau of the Treasury (BTr) showed that government debt payments declined by 22.87% YoY in March to 
Php50.977 billion from Php66.096 billion it disbursed the same period a year ago. Principal payments totaled Php25.401 billion, or 
33.95% lower than Php38.458 billion in March 2012 from which Php19.234 billion were paid to domestic creditors and the remaining 
Php6.167 billion to foreign lenders.  Meanwhile, interest payments plummeted by 7.46% YoY to Php25.576 billion from Php27.638 
billion in the same period last year. Of this amount, Php15.252 billion were paid to local lenders while Php10.324 billion to external 
creditors. 
 
According to the Bureau of Agriculture Officials, the country’s rice and corn production rose for the first quarter of 2013. Palay 
output climbed by 4.5% to 4.17 million metric tons (MT) in 1Q2013 from 3.99 million MT registered in the same period a year ago. 
Meanwhile, corn production grew by 11.3% to 2.25 million MT from 2.02 million MT posted last year. Together, rice and corn output 
had increased by 5.5 – 10% YoY, according to Agriculture Secretary Proceso Alcala. Furthermore, he stated that the increase was 
due to improvements in weather and prices. 
 
 
 
 

T enor 3-May 10-May  Change

1m 0.48 0.66 18

3m 0.32 0.70 38

6m 0.47 0.69 22

1y 0.73 0.93 19

2y 2.17 2.14 -3

3y 2.49 2.42 -6

4y 2.93 2.92 -1

5y 2.92 2.83 -9

7y 3.17 3.02 -15

10y 3.43 3.39 -4

20y 3.69 3.63 -5

25y 3.96 4.08 12

Average 5

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (May 14– May 17) 
 

We reaffirm our forecast for the PSEi to reach 7,700 by year-end on the back of strong earnings growth figures and improved flows. 
We are revising our net income growth estimate from 12% to 17% for 2013 after the top 3 banks (BDO, BPI and MBT) reported an 
aggregate income growth of 130% year-on-year for 1Q13.  We expect the local equities market to continue its rally next week as 
more companies are set to report – especially from consumer names (JFC and URC), from which we expect positive surprises.  
Immediate support level will be at 6,950, while our trading range is between 7,200 and 7, 350.  

On the local fixed income and currency markets, we expect market players to remain on the sidelines amid the lack of market-
moving news. However, investors will monitor the release of remittances figure from overseas Filipino workers (OFW). Meanwhile, 
investors will also be keen on the developments on the global economic front. 

 


