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24-May-12 31-May-12 % Change

MSCI World 1,191.46 1,177.64 -1.16%

MSCI Europe 83.55 82.74 -0.97%

MSCI Asia-Pacific ex-Japan 391.57 392.98 0.36%

Dow Jones Industrial Average 12,529.75 12,393.45 -1.09%

S&P 500 1,320.68 1,310.33 -0.78%

Global Equity Performance
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Global Financial Markets 
 
Global equities ended the week negative after most of the economic releases from the US came out weak along with 
deepening concerns in Spain. For fixed income and currency markets, risk-off sentiment continued to be dominant as 
Spain’s credit predicament added to significant uncertainties in Europe. 
 

Global Equities 
 
Despite progress in Greece’s political struggle  
which was one of the main concerns and 
movement drivers in the past couple of weeks, 
the global equities market closed lower in the 
previous week. Weak GDP figures and an 
increase in jobless claims in the US along with 
Spain’s worsening credit situation weighed down 
on investor sentiment. The MSCI World and 
MSCI Europe indices both declined, decreasing 
1.16% and 0.97%, respectively, while the MSCI 
Asia-Pacific ex-Japan gained 0.36%. For US 
markets, the Dow Jones Industrial Average fell 
1.09% while the Standard & Poor’s 500 Index 
went down by 0.78% the past week. 

 The indices for consumer sentiment for 
May were mixed. The Thomson 
Reuters/University of Michigan consumer 
sentiment index increased to 79.3 in its 
final reading for May from 77.8 earlier in 
the month. The market estimate was at 
77.8 as well. On the other hand, the 
Conference Board’s index dropped to 64.9 
this month from a revised 68.7 in April. 

 Housing in the US remains positive. The National Association of Realtors in the US reported that its index for pending home 
sales weakened in April, the first time in 4 months. The index dropped 5.5% to 95.5 from 101.1 in March. However, the figur e 
was still 14.4% higher year-on-year. "Home contract activity has been above year-ago levels now for 12 consecutive months. 
The housing recovery momentum continues," NAR’s chief economist, Lawrence Yun, explained.   

 Other economic releases in the US fueled concerns. The number of Americans applying for unemployment benefits jumped 
last week. Initial jobless claims rose by 10,000 to a seasonally adjusted 383,000 in the week ended May 26, 2012  while the 
market estimate was at 370,000. In addition, the US economy slowed in the first quarter amid smaller gains in consumption and 
inventories. The gross domestic product increased at an annual rate of 1.9% from the previous quarter which is in line with the 
market consensus. 

 Although the political turmoil in Greece seems to have eased with voters warming up to parties supporting the European 
Union’s bailout, European leaders continue to struggle with the region’s debt crisis. Concerns in Spain’s banking system 
continue to escalate. Along with rising borrowing costs in Spain, the bailout bill for Spanish institution Bankia was estimated to 
be roughly US$24 billion. Because of this, the IMF has started discussing contingency plans for a rescue loan to Spain in the 
event that the country fails to find the funds needed to bail out Bankia. Both the European Union and the International Monetary 
Fund want to avoid having to bailout Spain at all costs but initial planning through the IMF's European department is under w ay 
nonetheless. 

 The European Commission (EC) urged members of the Euro zone to allow the European Stability Mechanism (ESM) to directly 
support vulnerable banks in the region when the permanent rescue funding program launches in July, and create a pan -
European deposit insurance fund. These proposals, in what analysts say are nearly equivalent to a "banking union", is 
expected to effectively lift the burden of bank bailouts from individual governments, a suggestion at odds with stronger Euro -
zone members’ reluctance to shoulder the financial troubles of their weaker counterparts.  

 Reports from the Chinese National Bureau of Statistics showed that profits of industrial companies declined in April as the 
country’s slowing economy dampened demand. Earnings rolled back 2.2% year-on-year to 407.6 billion yuan (US$64.2 billion). 
The figure compared to a 4.5% gain last March. 
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Currencies 

25-May 1-Jun % Change

USD/PHP 43.755 43.400 0.82%

EUR/USD 1.2517 1.2325 -1.53%

GBP/USD 1.5666 1.5293 -2.38%

USD/JPY 79.68 78.12 2.00%

AUD/USD 0.9758 0.9640 -1.21%

USD/CHF 0.9595 0.9743 -1.52%

EUR/CHF 1.20120 1.20085 0.03%

EUR/JPY 99.75 96.29 3.59%

US Treasury Yield Curve

Tenor 24-May 31-May  +/- bps

3m 0.092 0.066 -2.56

6m 0.137 0.122 -1.53

2y 0.297 0.262 -3.52

5y 0.783 0.655 -12.78

10y 1.777 1.558 -21.96

30y 2.872 2.642 -22.98

Global Bonds 

 

 US Treasury prices jumped in the past week as rising Spanish yields 
prompted investors to allocate more into traditionally safe assets. The 
10-year benchmark yield dropped 21.96 basis points while the 2-year 
note yield gave away 3.52 basis points. Over at the farther end of the 
curve, the 30-year bond yield plunged 22.98 basis points. 

 Egan-Jones Ratings, a small U.S. ratings firm, downgraded Spain to 
B from BB-minus and left the country on negative watch. Egan-Jones 
slashed its rating for the third time in a month, further pushing the 
country into junk status. 

 
Currencies 
  

 Week-on-week, haven currencies gained against its peers as 
concerns towards Spain’s banking concern prompted a risk-off 
sentiment. The euro and Swiss franc declined against the US dollar 
to 1.2325 and 97.43 centimes, respectively, while the Japanese yen, 
being a haven currency as well, gained against the greenback to 
78.12. 

 
The week ahead (June 4 – June 8) 
 

 During the past week, the movement in the market was influenced 
by economic releases in the US as well as escalating concerns in 
Spain. However, if Spain is able to get funding for Bankia’s bailout, we could see a turnaround this week.  

 For the fixed income and currency markets, demand for safety assets could ease this week if there is progress in resolving the 
current concerns regarding Europe’s debt crisis. 
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Philippine Financial Markets 
 
Local markets pared losses incurred during the past weeks as the Philippine economy, evidenced by stronger-than-
expected first quarter GDP, proved to be resilient amid vagaries in the Euro-zone and weakening in the US economy. 
Moody’s credit rating outlook upgrade and conviction of the Chief Justice likewise sparked optimism on the country’s 
economy.    

 
Local Equities  
 

 A Moody’s upgrade from stable to positive and the conclusion of the 
impeachment trial started the week positively for local markets pushing 
the PSEi back above the 5,000 range last Tuesday. Returns fell slightly 
mid-week due to disappointing US economic figures and China’s 
statement that it would not pump-prime their economy. Market rallied 
again after 1Q2012 GDP results came in way above market consensus 
and government expectations at 6.4%. The rally, however, was not 
sustained due to looming Eurozone woes and signs of a weakening US 
economy. Week on week, the PSEi gained 136.47 points of 2.77% 
closing the week at 5,062.44. 

 
Conglomerate 
 

 First Gen Corp. (FGen), through its wholly-owned subsidiary Blue Vulcan Holdings Corp., sealed the deal with BG Asia 
Pacific Holdings to acquire the entire outstanding capital stock of Lisbon Star Management Limited for US$360 milli on. 
The acquisition results in a 40% equity interest in the First Gas Projects which effectively translates to a 100% 
ownership of Santa Rita and San Lorenzo power projects. Funding for the acquisition will be sourced from the 
company’s internally generated cash combined with the proceeds of its recently issued Php10.0 billion Series “G” 
Perpetual Preferred Shares of FGen. 
 

 Ayala Corp. reported to the local bourse the acquisition of a 10% stake in Ho Chi Minh City Infrastructure Investment 
Joint Stock Co. (CII) amounting to US$15.9 million as the company continues to expand its presence abroad. As part of 
the agreement, Mr. Gerardo Ablaza Jr., president and CEO of the group’s utility arm, Manila Water Co. Inc., will form 
part of CII’s board of directors.    

 
Banks 
 

 In a disclosure to the stock exchange, BDO Unibank, Inc., the country’s largest bank in terms of resources, reported the 
company’s acquisition of all assets and assumption of all recorded liabilities of Rural Bank of San Juan, Inc. This 
means BDO will take over the rural bank’s 30 branches located in Metro Manila, Pampanga, Zambales, and Tarlac, 
bringing its own branch network to 740. 
 

 Security Bank Corp. is ready to launch its own thrift bank arm and is only waiting for an approval from the Securit ies 
and Exchange Commission. The bank’s thrift arm will bear the name Security Bank Savings which will use the assets 
of the formerly acquired Premiere Development Bank. For rebranding purposes, 10 of the 38 Premier Bank’s branches 
will be relocated to restricted areas– which are key cities in Metro Manila. According to the management, Security Bank 
Savings is designed to serve as the consumer finance vehicle of the group. 

 
 Moody’s upgraded its outlook on four local banks, including BDO Unibank, Inc, and Ba nk of the Philippine Islands, 

Land Bank of the Philippines, and Metropolitan Bank and Trust (Metrobank). The revisions are in line with the country’s 
credit rating upgrade from stable to positive. 

 

Retail 
 

 Puregold Price Club, Inc. has secured an approval for the acquisition of 19 Parco stores from the Gant Group of 
Companies, Inc. The acquisition shall be via the company’s purchase of all outstanding shares of stocks of the selling 
company which were less than 10% of the book value of Puregold as of end-March 2012. The said investment would 
increase Puregold’s store branch network to 131 . 
 
 
 
 
 

25-May 1-Jun % Change

PSEi 4,925.97 5,062.44 2.77%

Philippine Stock Exchange Index
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Construction 
 

 Metro Pacific Tollways Corp. (MPTC) has downwardly revised its revenue goal for the year to Php6.95 billion from 
Php7.50 billion in light of the delay in the planned takeover of the Subic Clark Tarlac Expressway concession. MPTC’s 
chief financial officers told reporters last Friday that the original target would have achieved should the SCTEx 
operation started as planned which is supposed to be last January. The contract was awarded to MPTC in 2010 and 
was finalized in July 2011 but the final takeover is still waiting for the approval of President Aquino.   .  

 
Property 
 

 Sy’s mall operator unit, SM Prime Holdings, Inc., has raised Php7.5 billion from the issua nce of corporate notes to be 
used to finance the company’s capital expenditures and pay off existing debts. The issue size was increased from Php4 
billion to Php7.5 billion due to the strong demand from various institution. The notes facility, which is solely arranged by 
First Metro Investment Corp., consists of five- and ten-year floating rate notes and five- and ten-year fixed rate notes 

 
Communications 

 
 Moody’s Investors Services has raised its rating outlook for Philippine Long Distance Co. (PLDT) to ma tch its rating 

outlook upgrade on the country’s credit rating. Moody’s noted that PLDT having its revenues coming mostly from, and 
assets mainly based in the Philippines, should closely reflect the potential risks that it shares with the sovereign.  PLDT 
is currently awarded a Baa3 credit rating, two notches below the country’s Ba2 rating.  .    

 
 
Philippine Bond Markets 

  

 Week-on-week, PDST-F rates shed 3 basis points across the curve on 
strong demand on specific tenors. The 1-year and 25-year tenor 
buckets declined by 18 and 12 basis points, respectively.   

 The government raised a total of Php5.5 billion during last Monday’s T-
bill auction, data from the Bureau of the Treasury showed. The 6-month 
and 1-year paper yielded an average of 2.30% and 2.50%, 
respectively. However, bids on the 91-day Tbill were rejected. Average 
yield for the 3-month paper would have risen to 2.85%, if the 
government accepted the offer. 

 The government settled less of its maturing obligations in the first four 
months of the year, spending a little less than Php300 billion compared 
to the Php350 billion spent in the same period a year ago, according to 
the Bureau of the Treasury. The decline came about as payments for 
principal debt fell to Php185 billion, a quarter lower than the Php248 
billion posted a year ago. However, interest payments for the period 
increased by 12% year-on-year to Php115 billion. 

 

Tenor 25-May 1-Jun  Change

1m 2.43 2.43 0

3m 2.38 2.36 -2

6m 2.43 2.47 4

1y 2.97 2.79 -18

2y 3.29 3.31 2

3y 4.03 4.03 0

4y 4.86 4.82 -5

5y 5.14 5.09 -5

7y 5.27 5.30 3

10y 6.03 6.01 -2

20y 6.27 6.23 -4

25y 6.71 6.59 -12

Average -3

Peso Yield Curve                                       

(PDST-F Reference Rates)
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Philippine Peso 

 

 The Philippine peso rebounded this week as the recent string of positive 
news in the domestic fuelled demand for the country’s currency. Last 
Tuesday, Moody’s upgraded the country’s credit rating outlook to positive 
from stable and in the afternoon, the Senate concluded the 44-day 
impeachment trial of Chief Justice Corona with a guilty verdict. Philiipines 
capped off the week with a 6.4% GDP growth in the first quarter, beating 
esitmates of government and financial institutions alike. However, local 
currency experienced an overhang brought by worries in the Euro-zone, 
and after China retreated its plans to support economic growth. 
Nonetheless, the peso rose 35.5 centavos week-on-week, to close at 
43.400 on Friday.         

 Credit watchdog Moody’s Investor Service raised its outlook on the 
country’s long-term foreign-currency bonds rating from stable to positive 
citing the country’s improving debt level. However, deeper structural 
reforms may be necessary for the country’s revenue mobilization to catch 
up to levels similar to those of Philippines’ rating peers, the rating agency 
said in a statement. Moody’s currently rates the country’s foreign and 
local currency long-term bonds two notches below investment grade.  

 Data from the Bangko Sentral ng Pilipinas revealed a month-on-month increase of 2 basis points in the non-performing loans 
(NPL) ratio of universal and commercial banks to 2.36%. NPL ratio increased as the total NPL, which rose by 1.04% to 
Php74.65 billion, grew much faster than the industry’s total loan portfolio, which expanded by 0.27% to Php3.16 trillion. On a 
yearly basis, NPL ration eased by 63 basis points  from 2.99% a year ago.    

 Philippine economy, as measured by the country’s GDP, expanded by 6.4% in the 1Q2012, well above the 4.6% registered in 
the comparable period in 2011 and from 3.7% recorded last quarter. The reading surprised the market which exp ects an 
average 4.3% growth.  On the demand side, growth was supported by the recovery in government spending which grew by 24% 
compared to the -16% a year ago coupled with the rebound in exports from 3.9% to 7.9%. Meanwhile, services led production 
growth, expanding by 8.5% year-on-year. Quarter-on-quarter, GDP rose to a seasonally-adjusted 2.5% from the 1.7% growth in 
4Q2011. 

The week ahead (June 4 – June 8)  

 The market is expected to trade sideways within a range of 4,900 to 5,100 as investors stay at th e sidelines in anticipation for 
more concrete developments in the Euro-zone. Greek elections are scheduled on the second week of June and opinion polls are 
currently coming in even. Euro-zone woes will likewise put pressure on the country’s currency; thus, dampen demand for 
emerging-market assets. Meanwhile, trading on the bond market would remain sideways as done deal rates match PDST-F 
rates. Players will also keep an eye on May inflation figures set to be released on Tuesday and on the 7 -yr FXTN auction on 
Monday.    

Tenor 25-May 1-Jun % Change

ROP13 1.1760    0.9740    -20

ROP16N 2.1850    2.1980    1

ROP19N 3.1790    3.2080    3

ROP20 3.2840    3.2120    -7

ROP21 3.3330    3.2680    -7

ROP24N 4.3490    4.3500    0

ROP25 4.3130    4.2380    -7

ROP26 4.0960    4.0190    -8

ROP30 4.6670    4.6530    -1

ROP32 4.6680    4.6180    -5

ROP34 4.7190    4.6630    -6

ROP37 4.6720    4.6270    -4

Average -5

ROP Yield Curve


