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14-Jun-12 21-Jun-12 % Change

MSCI World 1,196.00 1,206.86 0.91%

MSCI Europe 83.63 85.80 2.59%

MSCI Asia-Pacific ex-Japan 395.81 404.20 2.12%

Dow Jones Industrial Average 12,651.91 12,573.57 -0.62%

S&P 500 1,329.10 1,325.51 -0.27%

Global Equity Performance
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Global Financial Markets 
 
The global equities market benefited from a successful Greek election. However, sentiment was weighed down by 
thoughts that Spain might be next in terms of needing a bailout. For fixed income and currency markets, demand for 
safety assets strengthened as investors were cautious towards the deepening European debt crisis along with very weak 
economic releases in the US, prompting concern for global economic growth.  
 

Global Equities 
 
The global equities market ended the past week 
mixed, with the US market nursing slim losses. 
Although the sentiment in the global equities 
market was generally positive due to a 
successful Greek election, investors were still 
cautious towards the region, wherein Spanish 
borrowing costs have been hovering at a 
potentially unsustainable level. As for the US, 
the market generally took a hit as investors were 
disappointed with the recent Federal Reserve 
statement wherein growth estimates were 
downwardly revised. Although “Operation Twist” 
was extended, the decision didn’t match up to all 
the speculation that was built up for a more 
accommodative policy. For the week, the MSCI 
World, MSCI Europe and MSCI Asia-Pacific ex-
Japan indices all gained 0.91%, 2.59% and 
2.12%, respectively. For the US markets, the 
Dow Jones Industrial Average retreated 0.62% 
while the Standard & Poor’s 500 Index declined 
0.27%. 

 Economic releases in the US were mostly 
weak. Industrial production and consumer confidence in the US unexpectedly came out lower than expected. Industrial 
production contracted by 0.1% in May while the Thomson Reuters/University of Michigan’s preliminary June reading on the 
consumer sentiment index dropped to 74.1 from May’s 77.5.  

 Housing reports were also disappointing in the past week. Housing starts declined 4.8% MoM to a seasonally adjusted annual 
rate of 708,000 in May from an upwardly revised 744,000 annual rate in April. Mortgage applications in the US also declined 
last week. The Mortgage Bankers Association’s index decreased 0.8% WoW in the period ended June 15, 2012 after 
expanding by 18% the prior week. In addition, sales of previously owned homes in the US fell in May by 1.5% MoM to a 
seasonally adjusted rate of 4.55 million. 

 There were some economic indicators, however, showed slight improvement. Slightly fewer Americans filed for unemployment 
benefits last week. Initial jobless claims slid 2,000 to a seasonally adjusted 387,000 in the period ended June 16, 2012 from an 
upwardly revised 389,000 the previous week. Also, the index of leading economic indicators suggests the US economy will 
grow modestly. The Conference Board said its leading index increased 0.3% in May after a 0.1% drop in April.  Moreover, The 
Federal Reserve Bank of Philadelphia said its index of general business activity within the factory sector fell to -16.6 in June 
from -5.8 in May. 

 The Federal Reserve officials downgraded their forecasts for US growth this year, to a range of 1.9% to 2.4% from between 
2.4% and 2.9% in their April projection. For 2013, the Federal Reserve estimated that growth would be between 2.2% and 
2.8%, down from 2.7% and 3.1% in the April forecast. In addition, the Federal Reserve adjusted its expectations for the 
unemployment rate. The expectation is now at 7.5% to 8% at the end of 2013, up from an April forecast of 7.3% to 7.7%. 

 Although the Federal Reserve kept interest rates unchanged at 0.25%, the Federal Reserve extended its “Operation Twist” until 
the end of the year to support a slowing US economic recovery. The Federal Reserve will buy $267 billion worth of 6- to 30-
year bonds and sell an equal amount of bonds which will mature in less than three years. 

 Goldman Sachs recommended clients to take short positions in the Standard & Poor’s 500, due to the weakening domestic 
economy. Goldman Sachs stated that it has a downside target of 1285. 

 Over at Europe, Greek concerns generally eased. The pro-bailout/pro-austerity New Democracy party won the election, easing 
concerns that the country would leave the Euro-zone. 



 

 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 25, 2012 

 

Currencies 

15-Jun 22-Jun % Change

USD/PHP 42.260 42.420 -0.38%

EUR/USD 1.2638 1.2550 -0.70%

GBP/USD 1.5715 1.5621 -0.60%

USD/JPY 78.73 80.37 -2.04%

AUD/USD 1.0056 1.0030 -0.26%

USD/CHF 0.9501 0.9571 -0.73%

EUR/CHF 1.20101 1.20108 -0.01%

EUR/JPY 99.49 100.86 -1.36%

US Treasury Yield Curve

Tenor 14-Jun 21-Jun  +/- bps

3m 0.096 0.076 -2.00

6m 0.148 0.142 -0.55

2y 0.294 0.299 0.45

5y 0.738 0.723 -1.41

10y 1.642 1.616 -2.58

30y 2.741 2.687 -5.41

Global Bonds 

 

 US Treasury prices rose in the past week on continuing uncertainties 
in both the US and in Europe. Weak economic growth in the US 
along with deepening credit situation in Europe prompted investors to 
allocate more into safety assets. The 10-year benchmark yield fell 
2.58 basis points while the 2-year note yield gained 0.45 basis points. 
Over at the farther end of the curve, the 30-year bond yield plunged 
5.41 basis points. 

 The Spanish Treasury sold €3.039 billion of 12-month and 18-month 
Treasury bills. The offer received €8 billion in bids. The average yield on the 12-month bills came in at 5.074%, up from 2.985% 
at the previous auction May 14. 

 According to the Spanish central bank, 8.72% of the loans held by Spanish banks amounting to €152.74 billion were more than 
three months overdue for repayment in April. Because of this, the price of 10-year Spanish government bonds tumbled, 
pushing yields to almost 7.20% at one point in the past week, going past the 7% level at which Greece, Portugal and Ireland 
started to lose access to capital markets. 

 
Currencies 

  

 Week-on-week, safe haven currencies ended the week with gains 
as investors remained cautious towards slowing growth in the US 
and Spain’s struggle with its financial sector. The euro, Swiss franc 
and Japanese yen all declined against the US dollar to 1.2550, 
95.71 centimes and 80.37, respectively. 

 
The week ahead (June 25 – June 29) 

 

 In the upcoming week, if economic releases fail to give a positive 
picture on the US’ economic growth, we can expect the global 
equities market to experience a decline. 

 Given the upcoming European summit this week, the currencies and fixed income markets could experience a decline in 
demand for safety if the results of the meeting spur optimism regarding Spain’s financial struggle.  
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Philippine Financial Markets 
 

The local equities market registered its highest weekly gain in 2012, following favorable Greek election result 
compounded by optimism on the corporate space. On the other hand, the Philippine peso pared gains experienced in 
the previous week on disappointment on the outcome of the FOMC meeting and as concerns shifted from Greece to 
Spain. Meanwhile, local bond prices advanced after the Bureau of the Treasury capped rate of 20-year FXTN in last 
Tuesday’s auction.   

 
 
Local Equities  
 

 Investor sentiment improved considerably this week as the results of the 
Greek election doused fears of an impending Euro-zone break-up. 
Investors remained somewhat cautious though as troubles in Spain’s 
banking system became more apparent. These themes resulted in a 
three-day rally for the PSEi, albeit, on thin volumes. Markets gains were 
then dampened later in the week as Bernanke disappointed markets with 
less aggressive steps towards US monetary easing and as subdued 
manufacturing data in China were published. Week-on-week, the PSEi 
gained 189.44 points, or 3.84%, closing above the 5,100 level at 
5,120.07 on Friday. 

 
Financials 
 

 Union Bank of the Philippines (UBP) expects its loan portfolio to grow by 20% by year-end, mainly driven by loans to 
the consumer sector which is estimated to expand by 30%-40% this year. Meanwhile, corporate lending is projected to 
increase by 10%-20% in 2012. Still related to the bank, UBP’s President Victor Valdepenas reiterated that the bank 
does not need to boost capital to meet Basel III requirements as the company has adequate funds. 
 

 Gotianum-controlled East West Banking Corp. had secured an approval from the Bangko Sentral ng Pilipinas to 
acquire 100% of the outstanding shares of Pasig city-based Finman Rural Bank. Based on its website, the rural bank’s 
primary purpose is to engage in the business of extending credit to farmers and tenants as well as rural industries or 
enterprises. The acquisition adds to East West’s roster of purchased companies, including Green Bank, Inc. (2011), 
AIG Philam Savings Bank (2009), and Ecology Savings Bank, Inc. (2003).            
 

 Six banks including BDO Unibank, Inc., the country’s largest bank in terms of asset, have expressed their interest to 
acquire the assets of Export & Industry Bank (EIB) which was closed due to insolvency. Though the mechanics of the 
bid has yet to be finalized, Philippine Deposit Insurance Corp., who takes charge of the bidding process, said that the 
investing bank must be able to provide enough capital to resuscitate the bank, noting that the rehabilitation plan must 
be advantageous to both depositors and creditors 

 
Power 

 
 First Gen Corp. secured an approval from its Board to issue cash dividends to holders of various preferred shares. A 

disclosure to the stock exchange showed that the company will distribute annual cash dividend of 8% for outstanding 
Series F preferred shares, 7.7808% on 120 million G preferred shares and 3.27% on 13.75 million Series G preferred 
shares issued to First Philippine Holdings Corp. 

 
Property 
 

 Ayala Land Inc. purchased a 6.6 ha property in Muntinlupa City as part of the developer’s Php8.8 billion budget for 
land acquisitions this year. The company’s middle-income housing subsidiary Avida Land Corp. will make use of the 
newly-acquired property. This recent acquisition would add to Ayala Land’s Alabang Village and Alabang Town Center 
commercial complex in the area. 

 
 Shang Properties, Inc is currently in talks with various banks to borrow Php6 billion to partially fund ongoing 

construction of its retail and residential projects this year. Projected cost for the expansion and development projects, 
including One Shangri-La Place in Ortigas Center, Shangri-La Hotel at the Fort, and Shang Salcedo Place in Makati, 
amounted to Php37.3 billion 
 

15-Jun 22-Jun % Change

PSEi 4,930.63 5,120.07 3.84%

Philippine Stock Exchange Index
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 Megaworld Corp. projects double-digit growth in net income by year-end as revenues from residential sales and retail 

leases remained strong. For the first quarter of the year, reservation sales reached Php10.4 billion, placing it on track 
for its Php35-billion sales target by the year-end. The company is also bullish on its retail business following the 
completion of Lucky China Town Mall in Binondo, Manila. 

 
 
 
 
Philippine Bond Markets 

  

 Government securities advanced this week following last Tuesday’s 
20-year FXTN auction where yield was capped and as tensions in the 
Euro-zone eased allowing investors to concentrate on the country’s 
strong fundamentals.  For the week, the decline was led by the drop 
on the rates of longer-tenor bonds, particularly the 25- and 5-year 
tenor buckets which shed 7 and 9 basis points, respectively.  

 The Bureau of the Treasury raised Php6.65 billion from last 
Tuesday’s 20-year FXTN auction. Total tenders reached Php14.098 
billion, 2.12x of the agency’s Php9 billion offer. The 5.875% bonds 
due Feb 2032 yielded an average rate of 6.024%, 11.8 basis points 
higher than that of the last auction. 

 A disclosure to the local bourse last Wednesday showed that SM 
Investments Corp. has set the interest rates for its Php10 billion peso-
denominated retail bond offering. The holding firm’s Series C, 7-year 
debt paper will yield 6.0% p.a. while the rate of the Series D, 10-year 
bonds was pegged at 6.9442% p.a. The company initially disclosed 
that proceeds from the debt offering will be used for the company’s 
expansion projects. 

 
Philippine Peso 

 

 For the week, the peso started on a positive note following the pro-bailout 
party New Democracy’s win over Syriza, appeasing concerns of a messy 
break-up in the Euro-zone. Upward momentum was sustained during the 
week as investors were positive that Fed would announce another round of 
quantitative easing, reaching to a YTD-high close of 42.130 on Wednesday. 
However, selling pressures and disappointment on the outcome of the 
FOMC meeting pushed the local currency lower to close at 42.200 on 
Friday, surrendering 6 centavos week-on-week.        

 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.     

 The Bangko Sentral ng Pilipinas reduced its forecast of the balance of 
payments and international reserves for the year. According to BSP Governor Tetangco, the balance of payments is expected to 
yield a surplus of US$2.6 billion, lower than the original US$2.8 billion estimate while reserves were predicted at US$78 billion 
from US$79 billion. 

 The country’s balance of payments (BoP) in May posted a surplus of US$138 million, a turnaround from deficits recorded in the 
past two months. May surplus however was 36% lower than the US$217 million surplus recorded in May 2011. For the past five 
months, the BoP surplus was at US$1.302 billion, 73% lower than the US$4.794 billion registered in 5M11. 

Tenor 15-Jun 22-Jun  Change

1m 2.41 2.45 4

3m 2.37 2.38 0

6m 2.46 2.49 3

1y 2.69 2.68 -1

2y 3.29 3.25 -4

3y 4.03 4.01 -2

4y 4.68 4.67 -1

5y 5.16 5.07 -9

7y 5.23 5.18 -5

10y 5.99 5.97 -3

20y 6.13 6.11 -2

25y 6.54 6.47 -7

Average -2

Peso Yield Curve                                       

(PDST-F Reference Rates)

Tenor 15-Jun 22-Jun % Change

ROP13 0.5460    0.6760    13

ROP16N 2.1400    2.1180    -2

ROP19N 2.9640    2.8830    -8

ROP20 2.9030    2.8370    -7

ROP21 3.0180    2.9810    -4

ROP24N 4.2080    4.1090    -10

ROP25 4.0730    4.0350    -4

ROP26 3.8720    3.8120    -6

ROP30 4.4620    4.3970    -6

ROP32 4.4640    4.3920    -7

ROP34 4.5230    4.4550    -7

ROP37 4.4960    4.4590    -4

Average -4

ROP Yield Curve
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 Fitch Ratings has maintained its main credit rating for the Philippines at one notch below investment grade, citing both favorable 

and unfavorable economic developments. Fitch said it was keeping the foreign-currency issuer default rating at BB+. The 
decision of Fitch to keep its previous ratings for the Philippines and assign a “stable” outlook on said ratings has reduced the 
country’s chances of getting to investment grade status within this year. 

 The Bangko Sentral ng Pilipinas registered losses totaling Php33.69 billion in 2011 as it engaged in open market operations to 
keep the peso stable throughout 2011. The central bank said losses incurred in 2011 was almost half of what it reported in 2010. 
The central bank is cited as a critical factor behind the stability of the Philippine peso last year. 

 Foreign portfolio investments or “hot money” to the Philippines in May 2012 amounted to a net inflow of US$106 million, 68% 
lower than the US$333 million recorded a month ago. In May, gross inflows stood almost at the same level last month at 
US$1.52 billion while outflow surged by 24% to US$1.42 billion. May figures brought net inflow for the first five months of the 
year to US$878.7 million, registering a 56% drop from the US$2.01 billion reported a year ago. 

The week ahead (June 25 – June 29)  

 In the absence of market moving news on the local front, we expect the market to trade with a downward bias on thin volumes. 
The index could suffer from selling pressures as speculations of a slower global economic growth, given that U.S. home sales 
and manufacturing data are at a downward momentum, continue to spur risk aversion among investors. Any developments in 
the European debt crisis could also cause a large market reaction. We could expect the PSEi to trade within 5,050 to 5,150. 

 On the bond market, investors will stay on the sidelines as they wait for trade balance figure for the month of May set to be 
released on Tuesday. Meanwhile, the peso is expected to trade range-bound with its movement mainly driven by developments 
offshore.  The local currency is expected to depreciate against the dollar this coming week should the global economy continue 
to show signs of a slowdown.   


