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17-May-12 24-May-12 % Change

MSCI World 1,191.48 1,191.46 0.00%

MSCI Europe 83.45 83.55 0.12%

MSCI Asia-Pacific ex-Japan 403.04 391.57 -2.85%

Dow Jones Industrial Average 12,442.49 12,529.75 0.70%

S&P 500 1,304.86 1,320.68 1.21%

Global Equity Performance
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Global Financial Markets 
 
Global equities ended the week mixed fears of a Greek exit from the Euro-zone were eased by hopeful statements from 
European leaders. For fixed income and currency markets, investors continued to be cautious towards taking on more 
risk as the possibility of Greece’s exit continued to be dominant. 
 

Global Equities 
 
The global equities market experienced 
continuous changes in movement during the 
past week, ending mixed as investors heavily 
reacted to daily news. Economic releases were 
generally overshadowed as statements from 
various people triggered speculation as to what 
will happen regarding Greece ’s potential exit 
from the Euro-zone. The MSCI World and MSCI 
Europe indices barely changed, moving 0.00% 
and +0.12%, respectively, while the MSCI Asia-
Pacific ex-Japan declined 2.85%. For US 
markets, the Dow Jones Industrial Average 
gained 0.70% while the Standard & Poor’s 500 
Index advanced by 1.21% the past week. 

 Housing reports were higher than 
forecasted. Existing home sales in the US 
increased 3.4% in April MoM to a 
seasonally adjusted annual rate of 4.62 
million, higher than the market estimate of 
4.61 million. Also, sales of newly built 
homes in the US grew faster than 
expected in the same period, expanding 
3.3% MoM to a seasonally adjusted rate of 343,000. The market estimate was at 335,000. Lastly, mortgage applications in the 
US rose last week as refinancing picked up. The Mortgage Bankers Association’s index increased 3 .8% in the period ended 
May 18 from the prior week. 

 Some economic releases were in line with forecasts. Orders for durable goods grew 0.2% in April to a seasonally adjusted 
US$215.53 billion while the number of US workers filing for unemployment benefits barely changed last week. Initial jobless 
claims slid 2,000 to a seasonally adjusted 370,000 in the week ended May 19. 

 Statements from various influential people generally helped in supporting the global equities market. G8 leaders wrapped up 
their negotiations on the European crisis last Saturday with a pledge to keep Greece in the Euro -zone and to promote growth. 
In addition, French President Francois Hollande said that European leaders should consider the possibility of jointly-issued 
euro bonds. Hollande, who held a news conference jointly with Spanish Prime Minister Mariano Rajoy after the two met, 
reiterated that he was committed to debt and deficit reduction but that helping economic growth was a necessary part of that 
objective. Moreover, Italian Prime Minister Mario Monti said Greece is likely to stay in the euro and a majority of the region’s 
leaders support issuing a joint bond. 

 On the other hand, the market didn ’t lack warnings, prompting investors to remain cautious. Greece’s former Prime Minister 
Lucas Papademos stated that dropping the single currency would have “catastrophic” economic consequences for Greece and 
far-reaching implications for the rest of the Euro-zone. He warned that Greeks have no choice but to stick with a painful 
austerity program dictated by its lenders or face an exit from the euro zone that would destitute the economy, send inflation  
soaring and generate new social strains. Furthermore, the former Greek Prime Minister also said preparations for Greece’s exit 
from the Euro-zone are being considered. 

 The preliminary composite purchasing managers' index for the 17 nations that use the euro fell to 45.9 in May from 46.7 in 
April. That is the fourth straight decline and the lowest reading since June 2009. 

 Fitch Ratings, lowered Japan’s long-term foreign rating by two notches from AA to A+ Tuesday and issued a negative outlook 
on the country’s credit rating. The institution cited rising public debt levels for the downgrade. “The down grades and negative 
outlooks reflect growing risks for Japan’s sovereign credit profile as a result of high and rising public debt ratios. The co untry’s 
fiscal consolidation plan looks leisurely relative even to other fiscally-challenged high-income countries, and implementation is 
subject to political risk.” Andrew Colquhoun, head of Asia Pacific sovereigns at Fitch explained.  
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Currencies 

18-May 25-May % Change

USD/PHP 43.250 43.755 -1.15%

EUR/USD 1.2780 1.2580 -1.56%

GBP/USD 1.5817 1.5661 -0.99%

USD/JPY 79.02 79.54 -0.65%

AUD/USD 0.9844 0.9777 -0.68%

USD/CHF 0.9397 0.9552 -1.62%

EUR/CHF 1.20115 1.20160 -0.04%

EUR/JPY 100.98 100.06 0.92%

US Treasury Yield Curve

Tenor 17-May 24-May  +/- bps

3m 0.092 0.092 0.00

6m 0.148 0.137 -1.05

2y 0.294 0.297 0.28

5y 0.730 0.783 5.29

10y 1.697 1.777 8.03

30y 2.787 2.872 8.50

 After recent announcements for additional stimulus from the Chinese government, speculation that China's economy is slowing 
down gained additional traction after a preliminary reading of HSBC China Manufacturing Purchasing Managers Index fell to 
48.7 in May, slower than the 49.3 recorded in April. A reading below 50 indicates a contraction in manufacturing activity from 
the previous month. 

 
Global Bonds 

 

 US Treasury prices fell in the past week due to optimism on the back 
of positive calls from various people regarding Greece’s potential exit 
from the Euro-zone. The 10-year benchmark yield jumped 8.03 basis 
points while the 2-year note yield moved up 0.28 basis points. Over at 
the farther end of the curve, the 30-year bond yield gained 8.50 basis 
points. 

 At Thursday's auction of U.S. Treasuries, US$29 billion in seven-year 
notes were sold at a record-low yield of 1.203%. The yield smashed 
the previous low of 1.347% set in an April auction. 

 Moody's has cut the credit ratings of 16 Spanish banks, another blow to a country that is struggling to deal with the bad deb ts 
of its banking sector. The banks include Banco Santander and BBVA, the biggest banks in Spain. 10 out of the 17 banks were 
also put on negative credit watch, meaning that further downgrades are possible. 

 
Currencies 
  

 Week-on-week, the US dollar generally gained against its peers as 
concerns towards Greece’s potential exit from the Euro-zone 
prompted a general risk-off sentiment. The euro, Swiss franc and 
Japanese yen all declined against the US dollar to 1.2580, 95.52 
centimes and 79.54, respectively. 

 
The week ahead (May 28 – June 1) 
 

 The past week was driven by news from Europe given that investors 
are speculating what will happen to Greece in terms of their 
membership in the Euro-zone. This week, given that investors will 
continue to speculate what will happen in the June 17 election in Greece, global equities could continue to experience a 
downward bias. 

 For the fixed income and currency markets, demand for safety could continue to rise this week as fears regarding Greece’s 
have yet to be eased. 

 



 

 This material, which is strictly for information purposes only, is for your sole use, does not constitute a recommendation or  an offer to sell or a solicitation to buy any financial product. Any information is subject to change 

without notice and BPI is not under any obligation to update or keep current the information contained herein. You are advised to make your own independent judgment with respect to the matter contained in this 
document. No liability whatsoever is accepted for any loss that may arise (whether direct or consequential) from any use of the infor mation contained herein. 
All funds managed by BPI Asset Management and affiliates are Trust and/or Investment Management Funds, which do not carry any guarantee of income or principal, and are NOT covered by the Philippine Deposit 
Insurance Corporation.  Past performance is not a guarantee of future results. BPI Investment Funds are valued daily using the marked-to-market method. 

May 28, 2012 

 
Philippine Financial Markets 
 
After suffering a sharp decline last week, the PSEi rebounded 0.95% week-on-week as selling sentiment stabilized and on 
optimism that China would deploy monetary stimulus to support growth Meanwhile, the Philippine peso weakened and 
local bonds retreated the as the vagaries in the Euro-zone dampened demand for emerging-market assets.    

 
Local Equities  
 

 Local equities advanced at the onset erasing losses incurred the 
previous week as Chinese Premier Wen Jiabao’s comments of 
deploying necessary monetary stimulus to support growth improved 
investor sentiment. However, PSEi reversed gains mid-week as the 
informal meeting of the Euro-zone leaders raised the possibility of 
Greece’s leaving the union. The index gained on Friday, closing at 
4,925.97, adding 0.95% week-on-week.  

 

Bank 
 

 Earnings of Tan-controlled Philippine National Bank and Allied Bank Corp. surged in the first quarter of the year on the 
back of higher trading gains. PNB saw a turnaround in income from securities trading from a net loss of Php0.15 billion 
to Php1.76 billion bringing its bottom line to Php1.17 billion as of end -March. Allied Bank likewise reported Php0.52 
billion earnings from securities trading, a reversal of the Php0.11 billion loss recorded the same period last year, 
resulting to a 153% year-on-year increase in its net income to Php0.53 billion 

 
Conglomerate 
 

 San Miguel Corp. telecommunications unit, Liberty Telecoms Hodings, Inc. has earmarked Php1.1 billion this year for 
capital expenditures particularly the expansion of its fourth-generation (4G) network infrastructure. The company will 
extend its 4G network services outside Metro Manila, specifically in Northern and Southern Luzon and later on in the 
Visayas area. 
 

 In a bid to diversify its portfolio, Aboitiz Equity Ventures (AEV) has expressed its interest in participating in the 
government’s public private partnership program particularly in utilities and airport services. The company has 
specifically set its eye to the Php25 billion water supply project and is considering some of the airport projects, including 
Mactan-Cebu International Airport Passenger Terminal, New Bohol Airport, as well as operation and management 
contracts of Laguindingan and Puerto Princesa airports. 

 
 
Philippine Bond Markets 

  

 Week-on-week, yields climbed up as fears of a messy exit of Greece 
from the Euro-zone shrugged off news of fiscal surplus recorded in April 
and a benign inflation print for the month of May. Yields crept up 3 basis 
points across the curve with the 7- and 3-year tenor bucket posting the 
largest gains.  

 SM Investments Corp. (SMIC) has converted its P5.34 billion loan to 
Atlas Consolidated and Mining Development Corp. into equity.  The 
conversion effectively gives SMIC 28.43% interest in the mining firm.  
The loan was originated by BDO Unibank in August last year, which 
was then sold to SMIC.  Atlas mines copper, gold, nickel and other 
minerals in sites across the Philippines. 

 According to reports, the Philippine government plans to sell at least 
PHP25 billion worth of 10-year bonds on behalf of state-owned Power 
Sector Assets & Liabilities Management Corporation by the middle of 
Jun 

 
 
 
 

Tenor 18-May 25-May  Change

1m 2.44 2.43 -2

3m 2.33 2.38 5

6m 2.41 2.43 2

1y 3.00 2.97 -4

2y 3.23 3.29 6

3y 3.95 4.03 8

4y 4.81 4.86 6

5y 5.12 5.14 2

7y 5.27 5.27 0

10y 5.94 6.03 9

20y 6.26 6.27 1

25y 6.70 6.71 1

Average 3

Peso Yield Curve                                       

(PDST-F Reference Rates)

18-May 25-May % Change

PSEi 4,879.42 4,925.97 0.95%

Philippine Stock Exchange Index
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Philippine Peso 

 

 The peso started strong as investors were optimistic that leaders would 
agree on a stategy to contain the adverse effects of the financial crisis. 
However, the peso pared earlier gains as the meeting among Euro-zone 
leaders revealed major differences in resolving their debt crissis. The 
local currency surrendered 50.5 centavos to close at 43.755 on Friday.    

 The Government posted a fiscal surplus in April which was due to higher 
tax revenues coming mostly from the collection of annual income taxes.  
The surplus was at PHP31.024 billion, higher than the PHP26.258 billion 
posted last March.  The figures  reveal the need to increase spending 
further, specifically outlaying PHP368.161 billion from May to June 2012, 
for the government to meet its P885.288 billion expenditure target for the 
first half of 2012. 

 Philippine imports contracted by 3.3% year-on-year in March, reversing 
the revised 2.5% increase recorded in February. However, mineral fuel 
and lubricants, accounting for almost 30% of total imports, rose by 74.4% 
year-on-year. In nominal terms, imports stood at US$5.37 billion for the 
month of March, resulting to a trade deficit of US$1.05 billion. 

 Economic Planning Secretary Arsenio Balisacan sees economy to have grown by 5.2% in the first quarter of 2012, supporting 
earlier comments of the president of a 5.2% GDP growth. The newly-appointed secretary cited increased government spending, 
sustained remittance inflows and robust performance of the manufacturing sector to have contributed to the growth. 
Furthermore, Balisacan reassured inflation to remain within the 3%-5% target range. 

 Reports from the Department of Budget and Management revealed increased state spending particularly on infrastructure. In the 
first four months of the year, infrastructure and capital outlays amounted to Php52.1 billion, nearly 50% higher than the Php 34.8 
billion spent last year. Bulk of this amount went to the Department of Public Works and Highway. 

 Bangko Sentral ng Pilipinas projects consumer prices to have risen by 2.5% to 3.4% year -on-year in May as the impact of  
softening global crude oil prices and reduction in electricity charges offset price increases in fruits and vegetables. Furthermore, 
Governor Tetangco still sees full year inflation to fall within the target range of 3% to 5%. 

 

The week ahead (May 28 – June 1)  

 In the absence of fresh leads at home coupled with lingering concerns on the health of peripheral countries in  the Euro-zone, 
particularly Greece and Spain, we expect the local bourse to once again test the 4,900 support level. While month-end window 
dressing might give PSEi a little push, investors are still expected to take caution amid growing concerns of Greece leaving the 
monetary union. Meanwhile, the local currency is expected to continue its downward trend as uncertainties in the global 
economy continue to dampen demand for riskier assets. 

 Moving on to the bond market, players will remain on the sidelines as they await for the release of the first quarter GDP set to be 
released this Friday. We expect bond prices to decline should GDP figure surprise to the downside.      

Tenor 18-May 25-May % Change

ROP13 1.2940    1.1760    -12

ROP16N 2.1900    2.1850    0

ROP19N 3.1630    3.1790    2

ROP20 3.2580    3.2840    3

ROP21 3.3290    3.3330    0

ROP24N 4.3340    4.3490    2

ROP25 4.2960    4.3130    2

ROP26 4.1520    4.0960    -6

ROP30 4.6200    4.6670    5

ROP32 4.6630    4.6680    0

ROP34 4.7440    4.7190    -2

ROP37 4.7010    4.6720    -3

Average -1

ROP Yield Curve


