
 

 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 information 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. 

June 18, 2012 

 

07-Jun-12 14-Jun-12 % Change

MSCI World 1,190.74 1,196.00 0.44%

MSCI Europe 83.76 83.63 -0.16%

MSCI Asia-Pacific ex-Japan 395.81 395.81 0.00%

Dow Jones Industrial Average 12,460.96 12,651.91 1.53%

S&P 500 1,314.99 1,329.10 1.07%

Global Equity Performance
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Global Financial Markets 
 
The global equities market benefited from commitment given by policy makers of providing liquidity support in case 
Greece ends up leaving the Euro-zone. For fixed income and currency markets, demand for safety assets declined as 
investors were hopeful that monetary authorities will provide further stimulus. However, the market is still generally 
cautious given the uncertainties in Europe. 
 

Global Equities 
 
The global equities market ended the past week 
mixed, with the US market taking gains, the 
European market nursing losses and the Asia-
Pacific ex-Japan market closing flat. Market 
movement was mostly influenced by speculation 
on how authorities will deal with the debt crisis 
and the global economic slowdown given that 
Greek elections, an event that will dictate 
whether or not Greece will stay in the Euro-
zone, will be held during the weekend. For the 
week, the MSCI World index gained 0.44%, 
while MSCI Europe index surrendered 0.16%. 
Meanwhile, MSCI Asia-Pacific ex-Japan index 
remained at the same level. For US markets, the 
Dow Jones Industrial Average advanced by 
1.53% while the Standard & Poor’s 500 Index 
moved up by 1.07% in the past week. 

 Economic releases in the US were mixed. 
The US trade deficit narrowed to US$50.1 
billion in April as a decline in imports 
overshadowed the first decline in exports 
in five months. In addition, the US came 
up with a lower than expected budget deficit of US$124.64 billion in May. However, the deficit in the same period last year was 
just at US$57.6 billion.  

 Other economic releases in the past week were also mixed. Retail sales in the US dropped in May, the first consecutive drop in 
two years. Retail and food service sales declined 0.2% to a seasonally adjusted US$404.60 billion. On the other hand, 
mortgage applications in the US grew as refinancing reached its highest level in three years. The Mortgage Bankers 
Association’s index increased 18% WoW in the period ended June 8, 2012 . As for jobs reports, the number of US workers filing 
for unemployment benefits increased by 6,000 to 386,000 in the period ended June 9, 2012. The market estimate was at 
375,000. 

 In terms of the threat of inflation, the price of imported goods in the US was  pushed down by falling oil prices last month. Import 
prices slid 1.0% in May MoM after declining by 0.5% in the previous month. Correspondingly, consumer prices declined in the 
same period for the first time in two years. The consumer price index fell by a seasonally adjusted 0.3% MoM. In addition, US 
wholesale prices fell in May by the most since July 2009 as costs of energy and food decreased, easing pressures on 
companies to pass expenses to customers. The producer price index fell 1.0% MoM in May.  

 Optimism mostly came from a statement from Federal Reserve Bank of Chicago President Charles Evans wherein he said he 
would support a variety of measures to generate faster job growth. Moreover, there are also reports that policy makers 
committed to take steps to stabilize financial markets if Sunday’s Greek election rattles markets. 

 Over at Europe, German exports fell for the first time this year, reporting a seasonally adjusted drop of 1.7% while the market 
estimate was a 0.7% decline. Also, Spain said it would ask Europe for financial aid for its ailing banks. Spanish Finance 
Minister Luis de Guindos told a news conference that the European Union will grant Spain a loan of as much as €100bln that 
the government will funnel to banks that need capital. 

 Reports from China’s statistics bureau showed that the nation’s exports grew at a significantly faster rate than expected. 
China’s May overseas shipments jumped 15.3% year-on-year, beating all 29 estimates in a Bloomberg survey. 
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Currencies 

8-Jun 15-Jun % Change

USD/PHP 43.270 42.260 2.39%

EUR/USD 1.2517 1.2624 0.85%

GBP/USD 1.5474 1.5552 0.50%

USD/JPY 79.49 78.82 0.85%

AUD/USD 0.9916 1.0039 1.24%

USD/CHF 0.9596 0.9511 0.89%

EUR/CHF 1.20138 1.20100 0.03%

EUR/JPY 99.47 99.46 0.01%
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Tenor 7-Jun 14-Jun  +/- bps

3m 0.076 0.096 2.02

6m 0.132 0.148 1.56

2y 0.266 0.294 2.82

5y 0.710 0.738 2.77

10y 1.639 1.642 0.32

30y 2.740 2.741 0.07

Global Bonds 

 

 US Treasury prices fell in the past week on hopes for policy actions  to 
spur growth from monetary authorities and on speculation that 
leaders may take steps to stem the possible turmoil that may arise 
from the result of Greece’s election on June 17, 2012. However, 
investors remained wary of the corresponding uncertainties, causing 
US Treasury yields to remain at low levels. The 10-year benchmark 
yield climbed 0.32 basis points while the 2-year note yield gave away 
0.40 basis points. Over at the farther end of the curve, the 30-year 
bond yield plunged 9.81 basis points. 
 

 The US government garnered strong demand at its 10-year debt offering. The government paid a low auction yield of 1.622% 
while drawing a bid-to-cover ratio of 3.06. 
 

 Spanish 10-year bond yields hit their highest level of the euro era due to worries over a bailout deal for the country's banks. 
The Spanish 10-year benchmark yield climbed 19 basis points to 6.65% after hitting a euro -era high of 6.7735% at one point. 
        

 The short-term debt auction in Italy showed a rise in borrowing costs, adding to further concerns for the Euro-zone's third 
largest economy. Italy sold the targeted €6.5 billion of 12 -month Treasury bills at an average yield of 3.972%. In comparison, 
the previous yield was at 2.340% last May 11. 

 
Currencies 
  

 Week-on-week, safe haven currencies ended the week with losses 
as investors were optimistic towards the outcome of the upcoming 
Greek elections. The euro, Swiss franc and Japanese yen all 
strengthened against the US dollar to 1.2624, 96.40 centimes and 
78.82, respectively. 

 
The week ahead (June 18 – June 22) 
 

 In the upcoming week, whether or not there will be a risk-on 
sentiment will largely depend on the result of the Greek elections. If 
they are able to form a coalition government, we could expect a rally 
in the higher yielding assets this week. 
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Philippine Financial Markets 
 
Local equities pared gains experienced last week following Moody’s downgrade of Spanish sovereigns and on concerns 
on the health of other peripheral countries of the Euro-zone. On the other hand, the Philippine peso advanced the most 
over the past two years on the back of the country’s improving economic fundamentals evidenced by strong remittance 
and export figures. Meanwhile, trading at the bond market remained sideways ahead of the Greek elections on Sunday.  

 
Local Equities  
 

 The local bourse started strong this week as investor sentiment 
improved on the back of the European Union’s possible €100 billion loan 
to Spain. The local equity market turned downward mid-week and 
extended losses through Friday as Moody’s downgrade of Spanish 
sovereigns eroded optimism and a rebalancing of the FTSE index 
pushed fund managers to lighten their exposure to Philippine stocks. 
Week over week, the PSEi shed 63.44 points of -1.27% ending the week 
at 4,930.63. 

 
Conglomerate 

 
 SM Investments Corp. earmarked Php4.93 billion for the construction of two hotels under the Luxury brand. Of the total 

projected cost, Php3.4 billion will go to Luxury City Hotel to be built at the Mall of Asia complex and the balance will be 
channeled to the 400-room Luxury Hotel in Santelmo, Batangas. Funding for the project will come from the company’s 
Php10-billion fixed-rate bond issuance. 
 

 The Securities and Exchange Commission approved the issuance of Php10 billion bonds by SM Investments 
Corporation (SM) consisting of seven-year and ten-year notes with interest rates of 6.2115% and 6.9750%, 
respectively. The approved issuance has an overallotment option of Php5 billion. Proceeds from the offering will be 
used for project expansions and other general corporate expenses . 
 

 Diversifying conglomerate San Miguel Corp. is looking into tapping the capital market to raise as much as Php80 billion. 
The offering, consisting of a new series of perpetual bonds, would target retail investors who have no other investment 
outlet aside from the BSP’s special deposit accounts or government bonds. Proceeds from the offering will be used to 
buyback the company’s Php72 billion worth of preferred shares issued in 2009.   

 
 San Miguel Corp. (SMC) concluded the purchase of 62.99 million shares of Manila Electric Co. (Meralco). The sale was 

made through the conglomerate’s energy arm SMC Global Power Holdings Corp which purchased Meralco shares from 
Social Security System amounting to Php5.67 billion. The transaction strengthened SMC’s hold over the utility firm to 
32.39%, keeping it as the second largest shareholder next to Pangilinan -led Beacon Electric Asset Holdings, Inc., 
which holds 42.25%. 
 

 A disclosure to the local bourse revealed that San Miguel Corp expects its sales revenue to post doubl e-digit annual 
growth to Php1 trillion in the next few years. According to SMC Chairman and CEO Eduardo Cojuangco Jr., this can be 
achieved through further acquisitions and increase in investments in the power and airline industries.  
 

 Food and beverage manufacturer Universal Robina Corp sold 120 million treasury stocks amounting to Php7.44 billion 
to institutional investors yesterday. The shares were sold at Php62 a share, representing a 4.8% discount to 
Wednesday’s closing price of Php65.15. Proceeds from the sale will be used for the company’s expansion projects and 
other general corporate expenses. 
 

Mining 

 
 Listed miner NiHao Mineral Resources International, Inc. has secured an approval from its Board the execution of an 

operating agreement with Geogen Corp, effectively superseding its original general contractor agreement. Upon the 
securing approval from regulatory authorities, NiHao will have the exclusive right to explore, operate, mine, develop, 
utilize and process any minerals found within Geogen’s 2391-ha mineral property in Dinapique, Isabela. 

 

  
 
 
 

8-Jun 15-Jun % Change

PSEi 4,994.07 4,930.63 -1.27%

Philippine Stock Exchange Index



 

 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 information 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. 

June 18, 2012 

 
 
Philippine Bond Markets 

  

 Government securities traded sideways  as Spain’s  credit rating 
downgrade and anticipation of the result of the upcoming Greek 
elections overshadowed optimism on the local economy stemming from 
strong export figures for the month of May and robust remittances in 
April. Week-on-week, yields advanced by 1 basis point on the average.   

 The government rejected all bids at an auction last Monday after 
investors posted bids that were deemed too high. Total tenders 
amounted to Php6.51 billion, less than the offer size of Php7.5 billion. 
Had the Bureau of the Treasury accepted the bids, the rate would have 
risen up to 2.878%, 70.4 basis points higher than the 2.174% accepted 
at the April 30 auction. The rate of the 182-day notes would have gone 
up by 71.10 basis points to 3.011%, while the one year securities would 
have added 70.10 basis points to 3.201%.   

 The national government is lending another Php8 billion to the Power 
Sector Assets and Liabilities Management Corp. (PSALM) next month 
as part of the agency’s funding requirements. The government had 
originally planned to issue domestic bonds on behalf of the agency but 
since the Bureau of the Treasury currently has a strong cash position, authorities decided to cover for PSALM’s refinancing 
needs internally.  

 
Philippine Peso 

 

 The peso started strong this week as optimism on the global economy 
following news that Euro-zone finance ministers agreed to lend Spain €100  
billion spilled over the local currency market. This upward trend was 
sustained throughout the week as monetary authorities decided to keep 
policy rates unchanged and on the back of stronger-than-expected exports 
in May and remittance figures in April. The local currecncy completed its 
second weekly gain, advancing by 101 centavos, to close at 42.260 on 
Friday.     

 President Benigno S. Aquino III returned from a trip to US and UK last 
Sunday bringing home with him a total of US$2.5 billion worth of 
investment commitments. Investment pledges includes the US$500-million 
pledge by Philippine Associated Smelting and Refining Corp., the US$150-
million agreement between Aboitiz Equity Ventures and GazAsia Ltd, the 
US$280-million memorandum of understanding between Rolls Royce 
Holdings Plc. and Cebu Pacific, and other investment pledges coming from 
various US-based companies amounting to US$1 billion. 

 Budget Secretary Florencio Abad announced last Tuesday that the 
government plans to spend Php2 trillion next year. Bulk of the planned expenses for 2013 will go to infrastructure, with nati onal 
roads and bridges being top priorities. Budget for economic and social services, including rural electrification, irrigation projects, 
and the administration’s conditional cash transfer program, will likewise be increased.    

 Exports in May expanded by 7.6% year-on-year to US$4.64 billion, reversing the 0.8% decline registered in April. On a monthly 
basis, shipments rose by 7.2%, against the 2.4% drop recorded last month. The rise in exports could ease pressure on the 
central bank to add stimulus to the economy as inflation risks increase. 

 At its meeting on Thursday, monetary authorities kept policy rates unchanged cit ing manageable inflation in the previous 
months. Consistent with market expectation, overnight borrowing rate remained at a record -low of 4.0% and overnight lending 
rate at 6.0%. Moreover, the Monetary Board maintains a benign inflation outlook for the yea r with full-year inflation to fall in the 
lower half of the BSP’s target range of 3.0%-5.0%. 

Tenor 8-Jun 15-Jun  Change

1m 2.43 2.41 -2

3m 2.37 2.37 1

6m 2.47 2.46 -1

1y 2.69 2.69 0

2y 3.29 3.29 0

3y 4.07 4.03 -4

4y 4.65 4.68 3

5y 5.13 5.16 3

7y 5.23 5.23 1

10y 6.02 5.99 -2

20y 6.10 6.13 3

25y 6.49 6.54 5

Average 1

Peso Yield Curve                                       

(PDST-F Reference Rates)

Tenor 8-Jun 15-Jun % Change

ROP13 0.7610    0.5460    -22

ROP16N 2.1940    2.1400    -5

ROP19N 3.1180    2.9640    -15

ROP20 3.0660    2.9030    -16

ROP21 3.1230    3.0180    -11

ROP24N 4.2910    4.2080    -8

ROP25 4.1560    4.0730    -8

ROP26 3.9650    3.8720    -9

ROP30 4.5490    4.4620    -9

ROP32 4.5460    4.4640    -8

ROP34 4.5990    4.5230    -8

ROP37 4.5560    4.4960    -6

Average -11

ROP Yield Curve
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June 18, 2012 

 
 The country’s foreign direct investments amounted to a net inflow of US$850 million in the first quarter of 2012, up by 72% f rom 

the US$493 million registered in the same period a year ago. Gross equity placements surged to US$1.0 billion, six times higher 
than the year-ago level of US$176 million. BSP officials attributed the growth to the country’s favorable economic performance.  

The week ahead (June 18 – June 22)  

 All eyes will be turned towards Greece as results of Sunday’s elections are revealed and the country’s fate with the Euro 
becomes clearer. Any further deterioration in Europe’s debt crisis and global financial markets will exert further downward 
pressure on global markets. Thus, we expect local financial markets to trade with some volatility in the coming week as investors 
continue to take risk-off positions.  


