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10-May-12 17-May-12 % Change

MSCI World 1,245.04 1,191.48 -4.30%

MSCI Europe 86.73 83.45 -3.78%

MSCI Asia-Pacific ex-Japan 423.26 403.04 -4.78%

Dow Jones Industrial Average 12,855.04 12,442.49 -3.21%

S&P 500 1,357.99 1,304.86 -3.91%

Global Equity Performance
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Global Financial Markets 
 
Global equities ended the week with significant losses as Greece continued to struggle in forming a coalition government. 
For fixed income and currency markets, investors remained cautious towards taking on more risk as the possibility of 
Greece’s exit remained significant. 
 

Global Equities 
 
The global equities market ended the past week 
nursing losses again as the political turmoil in 
Greece continued to haunt investor sentiment. 
While there were a number of positive releases 
from both the US and Europe, these were 
generally overshadowed by fears towards 
Greece’s possible exit from the Euro-zone. The 
MSCI World, MSCI Europe and MSCI Asia-
Pacific ex-Japan Indices all declined by 4.30%, 
3.78% and 4.78%, respectively. For US 
markets, the Dow Jones Industrial Average fell 
by 3.21% while the Standard & Poor’s 500 Index 
dropped by 3.91% the past week. 

 Except for the last day, economic releases 
from the US were generally the reason 
that losses were pared in the past week. 
US consumer sentiment rose to its highest 
level in more than four years  as the 
Thomson Reuters/University of Michigan’s 
preliminary May reading on the overall 
index on consumer sentiment improved to 
77.8 from 76.4 in April, reflective of 
optimism for the jobs market and spurring on positive expectations for consumer spending.  Secondly, the Federal Reserve 
Bank of New York‘s Empire State Manufacturing business conditions index shot up to 17.09 from 6.56 the previous month due 
to a general improvement in its subindices. Next, US housing starts grew more than expected in April. Housing starts increased 
by 2.6% MoM to a seasonally adjusted annual rate of 717,000  while the market estimate was at 685,000. Lastly, industrial 
production in April grew at the fastest pace since December 2010. The index jumped 1.1% after contracting 0.6% in March. In 
addition, the consumer price index was flat last month as falling gasoline costs held down inflation. 

 However, after consecutive positive economic releases from the US, sentiment was brought down in the latter part of the week. 
More people than forecast filed claims for unemployment benefits  as initial jobless claims came out at a seasonally adjusted 
370,000 in the week ended May 12, 2012. Although the level was reported to be the same as the revised figure in the previous 
week, the market estimate was at 365,000. Also, the index of US leading indicators unexpectedly declined in April, indicating 
the pace of economic expansion may cool. The Conference Board’s gauge declined 0.1% after an unrevised 0.3% gain in 
March. 

 The JPMorgan Chase & Co. said that it had taken $2 billion in trading losses in the past six weeks due to bad derivative bets 
according to CEO Jamie Dimon. Consequently, Fitch Ratings slashed the bank’s debt rating by a notch from AA- to A+, while 
Standard & Poor’s changed its outlook on the bank to negative from stable. 

 Europe was a main source of concern in the past week. Concerns over a possible exit of Greece from the Euro-zone 
resurfaced after leftist party Syriza, which garnered 52 seats in last week's parliamentary elections, refused to join a new unity 
government unless austerity measures agreed to in return for EU-IMF loans worth 130 billion euros are cancelled. Unless a 
new coalition government is formed, Greek voters will head to new parliamentary elections next month. 

 However, there were also a couple of optimistic releases from Europe. The gross domestic product of the Euro-zone was flat in 
the first quarter after contracting by 0.3% the previous quarter. While the market estimate was a 0.2% contraction, a recession 
was avoided mostly because of Germany’s relatively robust growth of 0.5%. In addition, Germany's borrowing costs fell to 
record lows at an auction last Wednesday as the prospect of new elections in Greece and its possible exit from the Euro -zone 
sparked a flight to safety. Germany sold €4.107 billion of the July 2022 bund at an average yield of 1.47%, the lowest on record 
for the sale of 10-year German debt. 
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Currencies 

11-May 18-May % Change

USD/PHP 42.570 43.250 -1.57%

EUR/USD 1.2917 1.2686 -1.79%

GBP/USD 1.6069 1.5789 -1.74%

USD/JPY 79.93 79.36 0.72%

AUD/USD 1.0020 0.9859 -1.61%

USD/CHF 0.9299 0.9468 -1.78%

EUR/CHF 1.20118 1.20110 0.01%

EUR/JPY 103.26 100.69 2.55%

US Treasury Yield Curve

Tenor 10-May 17-May  +/- bps

3m 0.092 0.092 0.00

6m 0.142 0.148 0.55

2y 0.258 0.294 3.62

5y 0.758 0.730 -2.78

10y 1.867 1.697 -16.99

30y 3.041 2.787 -25.38

 The European Central Bank stated that it wants Greece to remain in the Euro-zone. This support helped bring down Spanish 
and Italian bond yields. The Spanish 10-year bond yield closed 5.5 basis points lower at 6.27% while the 10-year Italian bond 
yield dropped 3.3 basis points to 5.802%. 

 
Global Bonds 

 

 US Treasury prices were strongly positive, especially for the longer 
end of the curve, as concerns in both the US and Europe prompted 
stronger demand for the safety of US debt. The 10-year benchmark 
yield dropped 16.99 basis points while the 2-year note yield moved 
up 3.62 basis points during the past week. Over at the farther end of 
the curve, the 30-year bond yield plunged 25.38 basis points.  

 Spain's borrowing costs came in higher at a bond auction. Spain 
comfortably sold €2.494 billion in bonds but at a higher yield. The 
average yield on the January 2015 bond came in at 4.375%, up from 2.890% at its previous auction last April 4. It was 4.876% 
for the July 2015 bond, up from 4.037% last May 3. Finally, the yield on the April 2016 bond rose to 5.106% from 3.374% last 
March 15. 

 
Currencies 
  

 Week-on-week, the US dollar generally gained against its peers as 
concerns towards Greece’s inability to form a government prompted 
a continued risk-off sentiment. The euro and Swiss franc declined 
against the US dollar to 1.2686 and 94.68 centimes, respectively, 
while the Japanese yen strengthened against the greenback to 
79.36, respectively. 

 
The week ahead (May 21 – May 25) 
 

 The past week was haunted by fears towards both Greece and 
Spain. This week, if there is progress, particularly in terms of 
Greece’s struggle, global equities could experience a rally. 

 For the fixed income and currency markets, demand for safety could lessen this week if Greece comes closer in forming a 
coalition government. 
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Philippine Financial Markets 
 
Local bourse experienced its sharpest weekly decline while the peso completed its second weekly decline amid lingering 
concerns on the health of the global economy, particularly of the three largest economies. Local bond price s retreated as 
investors remained cautious on the back of uncertainties in the developments offshore.  
   

Local Equities  
 

 All eyes were on Greece this week as local markets took its cue from 
developments in the Euro-zone. Early this week, Greece failed to form a 
coalition government, increasing speculation on the country’s possible 
exit from the Euro. This sparked a downward trend in local markets as 
the PSEi bottomed out at 4,863.42 crossing the critical 5,000 level. 
Markets rebounded on Thursday. However, disappointing US economic 
data released Thursday night increased pessimism on already wary 
international investors erasing most of Thursday's gains. Week on week, 
the PSEi shed 278.72 points or -5.40% closing at 4,879.42 on Friday. 

 
Bank 

 
 First Metro Investments Corp., the investment unit of the Metrobank, Group reported a 127% year-on-year jump in its 

consolidated net income for 1Q2012 to Php979 million, owing to the robust performance of its business units. FMIC’s 
treasury group generated Php470 million for a 79% yearly increase, while trading gains and dividend income posted by 
its investment advisory group soared to Php55 million. 

 
Retail 
 

 Puregold Price Club, Inc announced on Monday that it has completed the company’s share swap deal with the operator  
of upscale S&R Membership Shopping. In a deal formalized through the signing of the deed of exchange between the 
two retailers, Puregold has full ownership of Kareila Management Corp which handles the operations of S&R. The deal 
would result into Puregold ’s acquisition of 1.70 million shares of Kareila, in exchange for 766.41 million shares of 
Puregold. 

 
Utilities 
 

 Manila Water Co., Inc. has inked the deal to acquire shares of a Vietnamese -based utility firm Ho Chi Minh City 
Infrastructure Investment Joint Stock Co. The deal will provide the company a 48% stake of the Vietnamese firm and 
would mark the local utility firm’s foray into the Vietnamese markets. 

  
Oil& Petroleum 
 

 Local oil companies have slashed the prices of their petroleum products as crude pri ces in global markets continue to 
stabilize. Unioil Petroleum Philippines and Eastern Petroleum cut their diesel prices by Php1.65 and Php1.70, 
respectively, on Sunday, while the country’s three biggest oil companies —Pilipinas Shell Petroleum Corp., Petron 
Corp., and Chevron Philippines—will roll back their diesel prices by Php1.60 effective Monday.  
 

 Philiex Petroleum Corp. has started canvassing drill rigs to be used for the company’s exploratory well drilling program 
near the disputed Reed Bank offshore Palawan. The investment would cost the company US$75 million. The firm is 
considering to form partnership with other companies should the first two exploratory wells – expected to be dug 
between this year and August 2013 – show that additional investment is needed. 
 

Telecommunications 
 

 Lopez-controlled ABS-CBN Corp. reported a net income of Php306 million in 1Q2012, a 69% decline from the Php976 
million generated in the same period last year. The substantial declines was mainly on account of a one -time gain 
realized previously. Excluding gains from the sale of its 40% stake of Sky Cable Philippine Depository Receipts to 
Singapore-based STT Communications Ltd., profits would have gone up by 1% year-on-year. 
 

 Controlling shareholders of GMA Network Inc. have expressed their intention to divest at the price of P100 billion. "If 
there is an offer of P100 billion, I will sign with my eyes closed" GMA Network chair Felipe Gozon told reporters 
yesterday as officials confirm that the group of Manuel V. Pangilinan is seriously looking into possible buyout. 

 

11-May 18-May % Change

PSEi 5,158.14 4,879.42 -5.40%

Philippine Stock Exchange Index
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Food 
 

 Jollibee Food Corp. has entered into a joint venture with Beeworks Inc., a Singaporean Company, to establish a 
company 60% owned by JFC's wholly-owned Golden Plate Pte. Ltd. and 40% owned by Beeworks Inc.  The entity will 
enable JFC to expand in Singapore, leveraging on Beeworks' knowledge and experience in the retail and hospitality 
industry.. 

 
Philippine Bond Markets 

  

 Week-on-week, local bond yields inched up by 5 basis points amid 
strong selling interest on the long-end of the curve. Notable movers 
were the 7-, 10-, 20- and 25-year tenor buckets which rose 9, 10, 22, 
and 23 basis points.  

 All bids for 91- and 182-day Treasury bills (Tbills) were rejected during 
Monday’s auction as investors posted rates much higher than the 
prevailing rates in the secondary market. Rates for the 3-month and 6-
month paper would have gone up by 40 and 73 basis points, 
respectively, should the government accepted the bids for these tenor 
buckets. Meanwhile, the Bureau of the Treasury partially awarded  
364-day Tbills to align their yields at the secondary market. The one-
year securities fetched 2.518%, 7 basis points lower than the 2.584% 
accepted at the previous auction. 

 
 
 
Philippine Peso 

 

 For the week, the Philippine peso weakened as fears of Greece leaving the European Union and disappointing economic data 
from US and China dampened demand for risky assets . Worse-than-expected remittances in April likewise contributed to the 
risk off sentiment, causing the currency pair to breach the 43 per dollar 
mark,  back to February levels . The peso shed 54.50 centavos, to finish at 
43.250 on Friday.             

 Socioeconomic planning chief Cayetano Paderanga, Jr. has resigned from 
the current administration, citing health reasons. He wi ll be replaced by 
Arsenio Balisacan, a colleague and current dean of the UP School of 
Economics. The Palace signed Balisacan’s appointment papers as acting 
director general of the National Economic Development Authority on May 
10. 

 Remittances of overseas Filipino workers in March advanced in the 
slowest pace in over a year, expanding by 5.8% year-on-year to US$1.7 
billion. Uncertainties on the global economy, specifically the financial crisis 
in the Euro-zone, the slowdown in US economic growth and fears of 
China’s hard landing, waned demand for Filipino workers abroad. 

 The Bureau of Internal Revenue missed its target for two straight months 
despite the filling of annual income taxes in April. Collections in April stood 
at Php116.22 billion, Php6.6 billion short of its April target. Nevertheless, 
April collections grew by 12.41% year-on-year. 

 President Benigno Aquino III has certified the sin tax bill as urgent, prompting the upper and lower house to prioritize the 
passage of the bill that would restructure the excise tax regime on alcohol and tobacco. The bill, touted as both a tax reform and 
a health measure, aims to increase taxes levied on alcohol and tobacco products with the aim of discouraging drinking and 
smoking as well as increasing government revenues. 

 Comments from the Department of Budget and Management revealed the government’s optimism to generate a budget surplus 
for the month of April, albeit, lower than programmed. April collections by the Bureau of Internal Revenue stood at Php116.2 
billion, Php6.6 billion short of its Php122.8 billion target while the Bureau of Customs reported that it generated only Php25.43 
billion, nearly 10% lower than its Php28 billion goal. 

Tenor 4-May 11-May  Change

1m 2.45 2.44 -1

3m 2.39 2.33 -7

6m 2.41 2.41 1

1y 2.88 3.00 13

2y 3.33 3.23 -10

3y 3.99 3.95 -4

4y 4.78 4.81 2

5y 5.13 5.12 -1

7y 5.18 5.27 9

10y 5.85 5.94 10

20y 6.05 6.26 22

25y 6.47 6.70 23

Average 5

Peso Yield Curve                                       

(PDST-F Reference Rates)

Tenor 11-May 18-May % Change

ROP13 1.1690    1.2940    13

ROP16N 2.1560    2.1900    3

ROP19N 3.0650    3.1630    10

ROP20 3.1360    3.2580    12

ROP21 3.1690    3.3290    16

ROP24N 4.2330    4.3340    10

ROP25 4.1790    4.2960    12

ROP26 4.0680    4.1520    8

ROP30 4.5210    4.6200    10

ROP32 4.5230    4.6630    14

ROP34 4.5790    4.7440    17

ROP37 4.5840    4.7010    12

Average 11

ROP Yield Curve
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The week ahead (May 21 – May 25)  

 We expect local markets to trade within a range of 4800-4900 as the local bourse continue to track the global bourses and will 
continue through the end of the month as first quarter earnings season concluded this week and GDP data is not expected for 
another two weeks. We see the same trend for the local currency market. The Philippine peso is expected to trade range-bound 
with a downward bias for the peso. Meanwhile, local bonds will trade sideways as investors await for the country’s  trade balance 
set to be released this Friday coupled with risk-aversion among investors brought by the Euro-zone political and financial 
turmoil. 


