
 

 
The views expressed in this report reflect the analyst’s personal views and not necessarily the Bank of the Philippine Islands’. Furthermore, no part of any of the research analyst's compensation was, is, or will be directly or indirectly related to the specific 
recommendations or views expressed by the research analyst in this report. The information contained herein is published by the Bank of the Philippine Islands Asset Management and Trust Group (or “BPI AMTG”). It is based on information obtained from sources considered to be 
reliable, but BPI AMTG does not make any representation or warranty, express or implied, as to its accuracy, completeness, timeliness or correctness for any purpose. All the tables are taken from publicly available sources or derived from proprietary data. Expressed opinions may be 
subject to change without prior notice. Any recommendation contained herein does not pertain to any specific investment objectives, financial situation and the particular needs of any addressee. The information herein is published for the information of addressees only and is not to be taken 
in substitution for the exercise of judgment by addressees who should obtain separate legal or financial advice. BPI AMTG, or any of its related companies or any individuals connected with the group accepts no liability for any direct, special, indirect, consequential, incidental damages or 
any other loss or damages of any kind arising from any use of the information herein (including any error, omission or misstatement herein, negligent or otherwise) or further communication thereof, even if BPI AMTG or any other person has been advised of the possibility thereof. The 
information herein is not to be construed as a solicitation to buy or sell any securities, futures, options or other financial instruments or to provide any investment advice or services. BPI AMTG and its associates, their directors, officers and/or employees may have positions or other interests 
in, and may affect transactions in securities mentioned herein and may also perform or seek to perform brokering, investment banking and other banking or financial services for these companies. The information herein is not intended for distribution to, or use by, any person or entity in any 
jurisdiction or country where such distribution or use would be contrary to law or regulation. All funds managed by BPI AMTG 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 24, 2013 

Global Financial Markets 
 
It was another difficult week for global equities markets, as investors took a risk-averse stance following the Fed’s 

statements which indicated that the QE program could soon be tapered down and completely removed by mid-2014. 

Treasury prices likewise fell on prospects of an early end to bond purchases, while the greenback appreciated against 

most of its major currency counterparts as investors sought sanctuary in the safe-haven currency. 

Global Equities 
 
Global equities markets ended another 

week in the red, as investors continued to 

fret over the US Federal Reserve's next 

move for its QE3 program. The US 

market was up for the two three trading 

days of the week as investors remained 

optimistic following the release of upbeat 

housing and manufacturing data, and 

hopes that Fed Chairman Bernanke 

would take a dovish stance during the 

Fed meeting held Tuesday until 

Wednesday. Shares took a swandive on 

Wednesday after Bernanke and the Fed 

delivered a more optimistic assessment 

of the US economy, and stated that the 

QE3 program could be tapered by the 

latter part of this year and completely 

removed by mid-2014. It is important to 

note, however, that Bernanke stressed 

their policy was "in no way 

predetermined", and that they might 

decide to shift from the current plan if the 

economy did not match up to 

expectations. Moreover, he added that 

interest rate hikes were a different issue and were "still far in the future." The sell-down continued on Thursday despite the release 

of optimistic housing and manufacturing data. 

Stock markets in Europe and Asia ended lower as well, despite having been up earlier during the week. European shares were 

initially higher amid talks of M&A in the telecom segment and a positive outlook from Germany's Bundesbank, while Asian shares 

rose led by Japanese stocks as exporters gained on the yen's depreciation. However, in much the same trend as the US markets, 

both regions' equity markets plunged as investors reacted negatively to the Fed's press release.  

Week-on-week, the MSCI World index lost 2.76%, led by the European region which lost 2.40% and the Asia-Pacific ex-Japan 

which gained 2.20%. US equities markets likewise posted a weekly declined, with the Dow Jones Industrial Average index and the 

S&P500 index paring 0.42% and 0.45%, respectively. 

 Economic data releases from the world's largest economy were mostly positive, though the attention was mostly 

focused on outcome of the FOMC meeting.  

 Consumer confidence in the US this month fell slightly from a six-year high, with the Thomson Reuters/University of 

Michigan preliminary index of consumer sentiment slipping to 82.7 from the 84.5 in May. Consensus estimate from 

Bloomberg was for the figure to be at 84.5. Americans' confidence in the economy actually stem from steady hiring 

gains as well as improving property values. However, more improvement in the job market is needed in order to 

accelerate consumer purchases, which comprise around 70% of the GDP. 

 Factory output in the US rose last May for the first time in three months, signaling that the worst of the industrial slump 

could be finished. Data released by the Federal Reserve showed that factory output rose by 0.1% after dropping 0.4% 

last April and 0.3% in March. Market expectations had ranged from a 0.4% drop to a 0.7% increase. Improving home 

13-Jun-13 20-Jun-13 % Change

MSCI World 1,464.26 1,423.87 -2.76%

MSCI Europe 99.61 97.22 -2.40%

MSCI Asia-Pacific ex-Japan 433.11 423.59 -2.20%

Dow Jones Industrial Average 15,176.08 15,112.19 -0.42%

S&P 500 1,636.36 1,628.93 -0.45%

Global Equity Performance
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June 24, 2013 

prices and the rising stock market both boost the average American household's confidence in the economy and 

willingness to spend, which in turn leads to more purchases of goods. The increase in production was led by a rise in 

autos, with motor vehicles and parts output rising 0.7% following a 0.4% decline in May. Note that manufacturing 

accounts for about 12% of the US economy. 

 Consumer prices in the US increased less than expected last May, mainly due to a drop in food prices for the first time 

in nearly four years. Data released by the Labor Department showed that the consumer price index rose by 0.1% 

MoM in May following the 0.4% monthly decline last April. The figure was lower than the consensus estimate of a 

0.2% increase. On a yearly basis, inflation rose 1.4% compared to the 1.1% in April. Excluding the more volatile food 

and fuel categories, core prices rose 0.2% MoM and 1.7% YoY. Benign inflation will give Fed policy makers, who are 

meeting on Tuesday and Wednesday in Washington, more room to address unemployment as they discuss whether 

or not to wind down monetary stimulus measures. 

 Last May, construction of new homes in the US rose to a five-year high, another indicator that the housing sector is 

gradually recovering. Housing starts rose 6.8% to an annualized rate of 914,000, following the upwardly revised 

856,000 pace recorded in April. The figure, however, was still lower than the market estimate of a 950,000 annualized 

rate. In other news, applications to build single-family homes climbed 1.3% to a pace of 622,000, the fastest since 

May 2008. 

 Sales of existing home rose 4.2% on a monthly basis last May, largely outpacing the market estimate of a 0.6% 

increase, data released by the National Association of Realtors (NAR) showed. On an annual basis, sales increased 

by 12.9%. Moreover, the median price of homes sold spiked 15.4% year-on-year to US$208,000, which is the highest 

since July 2008. The NAR added that for the first time, traditional homes sold at a faster pace than homes in 

foreclosure, since they began tracking sales. However, NAR chief economist Lawrence Yun warned that the sharp 

incline in home prices was not sustainable as housing prices were growing rapidly at a double-digit pace while 

individual incomes were only rising slowly. 

Global Bonds 

 
US Treasury prices nursed losses throughout the week, falling first on the 
release of positive economic data such as homebuilder confidence and New 
York manufacturing. The decline was sustained for the rest of the week, 
especially after the Fed’s latest statement indicated an upbeat sentiment on 
the economy and labor market, which consequently would lead to a winding 
down of bond purchases. Week-on-wee, the 10- and 30-year bond yields 
climbed 26.55 basis points and 19.61 basis points to 2.414% and 3.513%, 
respectively. 

 
 
 
Currencies  
 
The currencies market had a quiet start to the trading week as market 

players remained cautious ahead of the Federal Open Market Committee. 

However, following the results of the meeting concluded Wednesday in the 

US, the greenback climbed against majority of its major counterparts as 

statements from the Fed indicated that a tapering down of QE3 could 

begin by the latter part of the year and fully halted by the middle of 2014. 

The euro, in particular, dropped further on Thursday as Germany’s 

producer price index fell for a fourth straight month in May. The PPI in the 

region’s largest economy fell 0.3% month-on-month, lower than the market 

estimate of a -0.1% decline. Week-on-week, the US dollar gained 0.92% 

against the euro and 3.64% against the Japanese yen. 

 
 
 
 
 
 

US Treasury Yield Curve

Tenor 13-Jun 20-Jun  +/- bps

3m 0.041 0.041 0.00

6m 0.076 0.076 0.00

2y 0.282 0.327 4.47

5y 1.055 1.303 24.78

10y 2.149 2.414 26.55

30y 3.317 3.513 19.61

Currencies 

14-Jun 21-Jun % Change

USD/PHP 42.810 43.800 -2.26%

EUR/USD 1.3347 1.3224 -0.92%

GBP/USD 1.5707 1.5491 -1.38%

USD/JPY 94.31 97.87 -3.64%

AUD/USD 0.9570 0.9228 -3.57%

USD/CHF 0.9211 0.9287 -0.82%

EUR/CHF 1.22928 1.22804 0.10%

EUR/JPY 125.6 129.42 -2.95%
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June 24, 2013 

The week ahead (June 24–June 28) 
 
Movements of global markets this week were largely hinged on the FOMC meeting held Tuesday and Wednesday in the US. The 

“firmer” time frame provided for by Bernanke caused many investors to adopt a risk-off sentiment, causing markets to decline in 

most parts of the world. Looking ahead, we expect equities markets to recover slightly on a technical bounce and as bargain-

hunters take positions following the week’s losses. Safe-haven treasuries and the US dollar could also trend higher as investors 

take defensive positions amid concerns on the effects of tapering off the QE3.   
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June 24, 2013 

Philippine Financial Markets 

The local financial markets were hammered again primarily on comments by US Federal Reserve Chief Ben Bernanke 
during the recently held Federal Open Market Committee, indicating that they may start gradually taper off its bond-buying 
program. The news caused continuous profit-taking across all markets which dragged down the local bourse, pushed 
yields of government securities higher and weakened  the Philippine peso. 
 

 
 

Local Equities 
 

The local equities market started the week with an uptrend following last 
week’s steep decline and better-than-expected Philippine OFW remittance 
figures which came out at US$1.8 billion (+6.1% YoY).  At the latter part of the 
week though, the market fell sharply, along with other indices in the region, 
after US Fed Chairman Ben Bernanke confirmed the Fed’s intention to slow 
the pace of bond-buying stimulus this year.  Week-on-week, the index dropped 
60.09 points or 0.96% lower to 6,182.17.  Foreign investors were net sellers at 
Php3.36billion. 
 
 

Conglomerates 

  Metro Pacific Investments Corp. (MPIC) recently secured Php6.5 billion loan from BDO Unibank, Inc. that will be used 

to refinance its existing debt. MPIC also added that the loan, which is to be drawn on or before June 25, is set to be a 

10-year term and bearing a fixed interest rate for the first 5 years. 

Foods 

 Listed conglomerate San Miguel Corp. (SMC) has gotten approval from the Board of Investments (BOI) for Php51 

billion worth of coal-fuelled projects. The approvals cover the 300-megawatt coal-fed power plant of SMC subsidiary 

San Miguel Consolidated Power Corp.(SMCPC)  in Davao, as well as the 300-megawatt coal-fired plant of SMC 

Consolidated Power Corp. (SMCCPC) in Bataan, and will also give SMC’s subsidiaries various fiscal and non-fiscal 

incentives for their projects. Based on documents from the BOI, SMCPC is expected to invest Php25.84 billion for the 

coal-fired plant in Davao, with commercial operation slated to begin by December 2015. Meanwhile, SMCCPC is 

expected to invest Php25.5 billion in the Bataan coal plant. 

Mining and Oil 

 Philex Mining Corp. looks to complete the rehabilitation of its Padcal mine in Benguet by next month. According to 

Philex Chairman Manuel V. Pangilinan, the rehabilitation has proceeded well, pointing out that the mining company is 

already at the tail-end of the process. He added that the company is in the process of applying for the lifting of its 

mining suspension. Moreover, Philex is planning to sell more than 12 million worth of shares to finance projects in the 

facility, which would include the construction of new tailings pond in Benguet. However, Pangilinan said that this equity 

offering will depend on the government if it will allow the company to proceed with its normal operations. 

Properties 

 Ayala Land, Inc is planning to raise up to Php21 billion in bond offering. The company recently disclosed that the bond 

issuance will have tenors of 7, 10, and 20 or 25 years, but is yet to be approved by the Securities and Exchange 

Commission (SEC). Ayala Land stated that the proceeds will be used for general corporate purposes. Ayala Land 

Chief Financial Officer Jaime Ysmael added that the bonds will be issued in one tranche but will have multiple tenors 

as they will manage the maturity debt profile. 

 

 

14-Jun 21-Jun % Change

PSEi 6,242.26 6,182.17 -0.96%

Philippine  Stock Exchange  Index



 

 
The views expressed in this report reflect the analyst’s personal views and not necessarily the Bank of the Philippine Islands’. Furthermore, no part of any of the research analyst's compensation was, is, or will be directly or indirectly related to the specific 
recommendations or views expressed by the research analyst in this report. The information contained herein is published by the Bank of the Philippine Islands Asset Management and Trust Group (or “BPI AMTG”). It is based on information obtained from sources considered to be 
reliable, but BPI AMTG does not make any representation or warranty, express or implied, as to its accuracy, completeness, timeliness or correctness for any purpose. All the tables are taken from publicly available sources or derived from proprietary data. Expressed opinions may be 
subject to change without prior notice. Any recommendation contained herein does not pertain to any specific investment objectives, financial situation and the particular needs of any addressee. The information herein is published for the information of addressees only and is not to be taken 
in substitution for the exercise of judgment by addressees who should obtain separate legal or financial advice. BPI AMTG, or any of its related companies or any individuals connected with the group accepts no liability for any direct, special, indirect, consequential, incidental damages or 
any other loss or damages of any kind arising from any use of the information herein (including any error, omission or misstatement herein, negligent or otherwise) or further communication thereof, even if BPI AMTG or any other person has been advised of the possibility thereof. The 
information herein is not to be construed as a solicitation to buy or sell any securities, futures, options or other financial instruments or to provide any investment advice or services. BPI AMTG and its associates, their directors, officers and/or employees may have positions or other interests 
in, and may affect transactions in securities mentioned herein and may also perform or seek to perform brokering, investment banking and other banking or financial services for these companies. The information herein is not intended for distribution to, or use by, any person or entity in any 
jurisdiction or country where such distribution or use would be contrary to law or regulation. All funds managed by BPI AMTG 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 24, 2013 

Philippine Bond Markets  

On the local fixed income market, prices of government securities continued 
to slide following the comments made by US Federal Reserve Chairman 
Ben Bernanke saying that they would gradually taper off their bond-
purchasing program towards the latter part of the year. Week-on-week, 
yields climbed by an average of 31 basis points, with the belly and long-end 
of the curve rising by 40.42  and 36.93 basis points, respectively. 
 
The Bureau of the Treasury sold Php30 billion worth of re-issued 7-year 
Fixed Rate Treasury Notes during an auction last June 18. The notes, with a 
coupon rate of 3.875%, were sold at an average yield of 2.953%, lower than 
the 3.876% average yield during the last auction of 7-year FXTNs in 
January. Total bids amounted to Php40.270 billion. 
 
Philippine Peso 
 
The Philippine peso continued to depreciate against the greenback as the 
outcome of the US FOMC meeting revealed that the Fed may start reducing 
its bond purchases (part of its QE program) before the year ends. Week-on-
week the local currency surrendered 92 centavos to close at 43.720. 
 
 
Data from the Bangko Sentral ng Pilipinas (BSP) showed that overseas remittances rose by 6.1% year-on-year to US$1.804 billion 
in April from the US$1.701 billion posted in the same period a year ago. From the January to April period, remittances amounted to 
US$6.916 billion or 5.7% higher year-on-year. The BSP’s remittances target for the year is for it to grow at 5%. Primary sources of 
remittances inflows were from Canada, Japan, Saudi Arabia, Singapore, United States, United Kingdom and the United Arab 
Emirates. 
 
According to the Bangko Sentral ng Pilipinas (BSP), the country’s balance of payments (BOP) registered a US$75 million surplus 
last May which was the lowest so far, for the year. BOP surplus was mainly due to current account flows, which included 
remittances and exports, countering the massive sell-off which occurred in the financial markets. Foreign portfolio investments 
recorded a net outflow of US$640 million in May. Moreover, the year-to-date BOP figure reached a US$1.884 billion surplus, higher 
than the US$1.302 billion surplus recorded in the same period a year ago 
 
Special Deposit Account (SDA) funds fell to Php1.852 trillion in May, a near four-month low, according to the Bangko Sentral ng 
Pilipinas (BSP). Moreover, it is now down by 6.61% from its Php1.983 trillion peak as of April 12 but still remain higher than 
Php1.674 trillion as of end last year. The decrease may be attributed to the combination of BSP’s SDA rate cuts and its subsequent 
prohibition of parking the singular investment management accounts in the SDA. 
 
Data from the Bureau of the Treasury showed that the outstanding debt of the national government rose by 4.6% year-on-year in 
April to Php5.309 trillion from the Php5.075 trillion registered in the same period a year ago. On a monthly basis, the April  figure 
was higher by 0.52% than the Php5.281 trillion in March. Out of the total debt, roughly 65% or Php3.439 trillion was from domestic 
creditors while the remaining Php1.87 trillion was sourced from foreign lenders. The Bureau noted that the 35%-65% external to 
domestic debt ratio was a result from the government’s strategy of utilizing domestic funding in order to reduce reliance on foreign 
debt and tap domestic market liquidity.  
 
According to the Bangko Sentral ng Pilipinas (BSP), consumer confidence reached a new record high in the second quarter. The 
overall confidence index of Consumer Expectations Survey (CES) registered at -5.7% in the second quarter, exceeded the previous 
record of -8.5% recorded in 4Q 2010. Although the figure is still in the negative territory, the margin is at its narrowest. From the 
index, consumer perceptions on the economic condition of the country (-4.4%) and family financial situation (-9.6%) were at all-time 
highs while perception on family income (-3%) was at its second-highest reading.

T enor 14-Jun 21-Jun  Change

1m 2.21 2.40 19

3m 2.21 2.34 13

6m 2.34 2.38 4

1y 2.34 2.51 18

2y 2.72 3.10 39

3y 2.85 3.39 54

4y 2.93 3.53 60

5y 2.98 3.16 19

7y 3.50 3.81 31

10y 3.58 3.94 36

20y 3.83 4.05 23

25y 5.23 5.76 53

Average 31

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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June 24, 2013 

The week ahead (June 24–June 28) 
 

We expect the local equities market to trade lower next week, still on the back of selling pressure coming from foreign investors on 
concerns of a slowdown in quantitative easing.  The market may, however, seek relief from month-end window dressing at the latter 
part of the week.  The market’s support is seen around the 6,000 level (psychological support).  Trading range next week is 
between 6,000 and 6,300. 

On the local fixed income and currency markets, profit-taking may persist, pushing yields higher and continuing to weaken the peso. 
We expect market players to remain in defensive positions. Furthermore, economic data releases on the global economic front 
particularly on the US and Euro-zone are being monitored by market-players. On the local economic front, imports data is slated to 
be released on June 25

th
. 

 

 

 


