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21-Jun-12 28-Jun-12 % Change

MSCI World 1,206.86 1,199.93 -0.57%

MSCI Europe 85.80 84.61 -1.39%

MSCI Asia-Pacific ex-Japan 404.20 396.25 -1.97%

Dow Jones Industrial Average 12,573.57 12,602.26 0.23%

S&P 500 1,325.51 1,329.04 0.27%

Global Equity Performance
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Global Financial Markets 
 
The global equities market ended mixed as negative speculation towards the European Union summit overshadowed an 
improvement in US economic releases. For fixed income market, demand for safety assets strengthened as investors were 
cautious towards the deepening European debt crisis as Spain continues to struggle with its credit situation before the 
summit at Brussels reach a conclusion. On the other hand, the currency market pared losses experienced at the start of 
the week as the European leaders took bold measures to solve their debt crisis. 

 
Global Equities 
 
The global equities market ended the past week 
mixed, with the US market ended with gains 
while the other markets were nursing losses. 
The past week was basically moved by 
speculation towards how European leaders will 
act to stem the debt crisis as it continues to 
spread. Investors are closely anticipating the 
results of the European Union summit, with the 
market being generally negative. While 
pessimism was slightly dominant in the global 
sentiment, the US market was supported by 
positive economic releases for the week. MSCI 
Europe and MSCI Asia-Pacific ex-Japan indices 
all declined 0.57%, 1.39% and 1.97%, 
respectively. For the US markets, the Dow 
Jones Industrial Average crept up 0.23% while 
the Standard & Poor’s 500 Index climbed 
0.27%. 

 Economic releases from the US were 
generally on the slightly positive side. 
Demand for new US homes rose more 
than forecast in May as mortgage rates 
dropped. New home sales climbed 7.6% 
from the prior month to a 369,000 annual rate while the market estimate was at 347,000. Also, durable goods orders increased 
more than expected in May. Bookings rose 1.1%, the first increase in three months. The market estimate was a 0.5% gain. In 
terms of jobs reports, the number of applications for unemployment benefits declined in the period ended June 23, 2012. Initial 
jobless claims fell to 386,000 from a revised 392,000 the prior week. Lastly, the first quarter growth in the US economy was 
positively revised to 1.9% from an initial reading of 1.7%, reflecting a gain in consumer spending. 

 Confidence among US consumers dropped in June for a fourth consecutive month as mounting concern over jobs dimmed the 
outlook for spending. The Conference Board’s consumer confidence index fell to 62 in June, the lowest level in five months, 
from a revised 64.4 in May. The number of applications for unemployment benefits declined in the period ended June 23, 2012. 
Initial jobless claims fell to 386,000 from a revised 392,000 the prior week. 

 Europe was still the primary concern for the past week. The main concern was what European leaders will do to resolve the 
ongoing crisis, especially since the two-day European Union summit was held beginning last Thursday. In addition to the fact 
that the meeting prompted continuous speculation from the market, economic releases also weighed down on investor 
sentiment. German business confidence fell to its lowest level in more than two years. The Munich-based Ifo institute said 
today its business climate index, based on a survey of 7,000 executives, dropped for a second straight month to 105.3, the 
lowest reading since March 2010, from 106.9 in May. Moreover, Cyprus became the latest victim of Europe’s debt crisis by 
requesting aid from its Euro-zone partners. Cyprus is the fifth euro-zone country to request aid from its regional partners. 

 Adding to the uncertainty in Europe, news reports said British Chancellor of the Exchequer George Osborne confirmed that four 
more banks were being investigated in a probe into the manipulation of Libor rates. Some of these banks are UBS AG, HSBC 
Holdings PLC and Royal Bank of Scotland. 

 The Bank of Korea reported that its sentiment index, a measure of consumer confidence, declined to the lowest level in 3 
months. The gauge had a reading of 101 in June, versus a 105 figure in May. Readings above 100 indicated that optimists 
outnumbered pessimists. Analysts blamed the Euro-zone debt crisis for the worsening sentiment. 
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US Treasury Yield Curve

Tenor 21-Jun 28-Jun  +/- bps

3m 0.076 0.081 0.48

6m 0.142 0.152 1.02

2y 0.299 0.301 0.26

5y 0.723 0.688 -3.56

10y 1.616 1.577 -3.94

30y 2.687 2.676 -1.11

 

Global Bonds 

 

 US Treasury prices rose in the past week on continuing uncertainties 
in Europe. Despite economic indicators in the US being an 
improvement from the previous week, negativity towards the 
European summit result prompted investors to go into safety assets. 
The 10-year benchmark yield fell 3.56 basis points while the 2-year 
note yield gained 0.26 basis points. Over at the farther end of the 
curve, the 30-year bond yield decreased by 1.11 basis points. 

 Spain’s government sold 3.08 billion euros of short-term debt at 
sharply higher borrowing costs than at debt sales last month. The yield on 3-month bills nearly tripled to 2.36% while yields on 
6-month paper almost doubled. Yields on 10-year Spanish government bonds rose 24 basis points to 6.83%. 

 
Currencies 

  

 For the week, safe haven currencies posted losses, reversing gains 
experienced at the start of the week. Earlier in the week, investors 
continued to bid for safe-haven assets on uncertainties ahead of the 
European Summit. European leaders however surprised market players 
on Friday after they came up with concrete and aggressive measures to 
solve their debt crisis.   The euro, Swiss franc and Japanese yen all 
gained against the US dollar to 1.2595, 95.48 centimes and 79.47, 
respectively. 

 
The week ahead (July 2 – July 6) 
 

 In the upcoming week, if the European summit turns out to be 
successful in giving out a significant plan to curb the debt crisis, we can 
expect the global equities market to experience a rally. 

 Given the upcoming European summit in the past week, the currencies and fixed income market could experience a decline in 
demand for safety if the results of the meeting spur optimism regarding the region’s financial struggle.  

Currencies 

22-Jun 29-Jun % Change

USD/PHP 42.420 42.120 0.71%

EUR/USD 1.2570 1.2595 0.20%

GBP/USD 1.5588 1.5624 0.23%

USD/JPY 80.43 79.47 1.21%

AUD/USD 1.0064 1.0196 1.31%

USD/CHF 0.9553 0.9548 0.05%

EUR/CHF 1.20097 1.20252 -0.13%

EUR/JPY 101.10 100.08 1.02%
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Philippine Financial Markets 
 

The local equities market sustained its weekly upward momentum on the back of solid economic data in the Philippines 
and in the US. Foreign buying on blue chip stocks, particularly telecommunications companies, also helped buoy the 
index amid uncertainties on the global economy. Government securities advanced and the peso strengthened as 
improving US housing market and manufacturing industry fuelled risk aversion. 

 
 
Local Equities  
 

 Local markets bucked global equities market trends this week as news 
on increased 2Q government spending and optimism on the European 
summit outcome spurred risk appetite early this week. Foreign purchases 
of heavily weighted blue chip stocks and quarter-end window dressing 
also helped support the index despite downward movements in global 
bourses. Profit-taking dampened the PSEI's rally later in the week as 
investors took profit to raise liquidity in anticipation of possible volatility 
that may occur after the EU summit. Week over week, the PSEI rose 
126.34 points or 2.47% closing above the 5,200 level at 5,246.41.. 
 

 
Food & Beverage 

 
 RFM Corp. registered a 40% hike in net income in the first five months of the year to Php240.98 million on higher sales 

across most of its products coupled with lower input prices. Total sales rose by 10% to Php4.32 billion, mainly driven by 
strong consumer spending. Among its brands, Selecta, White King/Fiesta, Sunkist juice drinks and Swift corned beef all 
posted double-digit sales growth. 

 
Property 
 

 Vista Land & Lifescapes, Inc. remains optimistic in achieving its growth targets for the year on the back of strong sales 
from its Camella brand. The company projected Php16 billion in revenues and Php4.2 billion in profit, translating to 
18.52% and 18.98% increase, respectively. 
 

 Ayala Land, Inc. has launched its first marketing and customer service office in the US and is planning to open offices 
in Dubai, Singapore and Australia. The move aims to address the housing and investment requirements of the 
growing number of Filipinos overseas. The 40-square meter office in California adds to its satellite offices in London, 
Rome, and Milan. The company is widening its geographic footprint across the country through the establishment of 
large-scale, integrated, mixed-use developments. 

 
 Ayala Land, Inc. (ALI) launched One Bonifacio High Street, as it remains bullish on the property industry. One 

Bonifacio High Street will be the home to the new headquarters of the Philippine Stock Exchange. Half of the Php30 
billion estimated development cost will be equally divided among ALI and its partners Evergreen Holdings and Fort 
Bonifacio Development Corp. 

 
 Property developer Megawide Construction Corp. aims to breach the Php1-billion net income mark this year as it 

books higher profits from  project ventures beyond its traditional businesses. As part of the company’s diversification 
strategy, Megawide plans to participate in the government’s public-private partnership program. The company has 
also diversified its revenue stream, and was successful in bringing down its residential component to 56% from 90% 
as of end-2011. 

 
 Henry Sy-led Belle Corp. is in discussions with Melco Crown Entertainment Ltd., a multinational casino operator, for a 

possible casino venture in the Philippines. Belle is developing the Belle Grande Manila Bay, a US$1-billion integrated 
entertainment resort that has attracted interest from some of Asia’s richest tycoons. The complex will also contain 
more than two hectares of retail and dining operations 

 
 
 
 
 
Philippine Bond Markets 

22-Jun 29-Jun % Change

PSEi 5,120.07 5,246.41 2.47%

Philippine Stock Exchange Index
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 Local bond prices sustained its upward weekly rally as optimism on the 
country’s growth prospects outweighed doubts over the European 
Union Summit. Sentiment was lifted after the BSP announced that it is 
expecting June inflation to fall between 2.4% and 3.5% as crude oil 
prices on the global market eased. In addition, the lack of negative 
news on the Euro area prompted investors to focus on the country’s 
strong macroeconomic fundamentals. Week-on-week, yields declined 
by 3 basis points across the curve, led by the belly which dropped by 6 
basis points.   

 The Bureau of the Treasury partially awarded Php5.5 billion worth of 
Tbills, composed of 182- and 364-day paper, while all bids for 91-day 
paper were rejected at today’s auction. The 6-month and 1-year paper 
fetched an average rate of 2.274% and 2.450%, respectively. Had the 
agency accepted bids on the 3-month paper, the rate would have 
climbed to 2.895%, 721 basis points higher than the 2.174% in the last 
auction. 

 The Bureau of the Treasury (BTr) reduced its offering of 91-day Tbills in 
the third quarter as investors continued to prefer longer-tenor bonds. 
Data from the agency’s site showed that for the third quarter, BTr will offer Php1-billion worth of three-month paper, down from 
the Php2 billion in the second quarter. However, the amount of 182-day debt paper was raised by half a billion to Php2.5 billion. 

 
Philippine Peso 

 

 The peso weakened at the start of the week as investors remained 
cautious ahead of the European Summit and Spanish and Italian bond 
auctions. The negative sentiment was immediately reversed on Tuesday 
on lower April imports and as foreign investors buy into local equities. The 
upward trend was sustained during the week as economic releases in the 
US showed signs of recovery and after European leaders agreed to take 
bolder steps to solve their debt crisis. The local currency strengthened by 
30 centavos against the dollar, to close the week at 42.120, registering its 
highest close year to date.     

 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.        

 Universal and commercial banks non-performing loans (NPL) ratio dropped to 2.30% as of end-April, compared to year-ago 
level of 2.95%. Non-performing or soured loans in April declined by 10.91% year-on-year to Php74.34 billion, while total loan 
portfolio expanded by 14.13% to Php3.23 billion. Non-performing assets, which takes into account foreclosed properties and 
NPLs, to gross assets likewise eased to 2.77% from 3.35% last year. 

 The Bangko Sentral ng Pilipinas expects inflation in June to fall between 2.4% and 3.5% on softer crude oil prices. Moreover, 
the central bank reassures the public that it would keep track of global developments and their effect on domestic prices and 
would make adjustments to its policy stance as needed. 

 The country’s total merchandise imports in April contracted by 13.7% to US$4.77 billion year-on-year, bringing aggregate 
imports for the four-month period down by 4.6% to US$20.27 billion from US$21.26 billion registered in the comparable period in 
2011. The drop came about as inbound shipments of electronic products, which account for 27.6% of the aggregate import bill, 
declined by 22.1%.  With the current import level, trade deficit now stands at US$315 million from US$1.219 billion deficit in the 
same period last year.  

Tenor 22-Jun 29-Jun  Change

1m 2.45 2.54 9

3m 2.38 2.38 0

6m 2.49 2.49 0

1y 2.68 2.64 -4

2y 3.25 3.14 -11

3y 4.01 3.91 -10

4y 4.67 4.65 -2

5y 5.07 5.11 4

7y 5.18 5.17 -1

10y 5.97 5.92 -5

20y 6.11 6.02 -9

25y 6.47 6.38 -9

Average -3

Peso Yield Curve                                       

(PDST-F Reference Rates)

Tenor 22-Jun 29-Jun % Change

ROP13 0.6760    0.6300    -5

ROP16N 2.1180    2.0760    -4

ROP19N 2.8830    2.8590    -2

ROP20 2.8370    2.8090    -3

ROP21 2.9810    2.9390    -4

ROP24N 4.1090    4.0310    -8

ROP25 4.0350    3.9610    -7

ROP26 3.8120    3.7610    -5

ROP30 4.3970    4.3620    -4

ROP32 4.3920    4.3420    -5

ROP34 4.4550    4.3700    -9

ROP37 4.4590    4.3870    -7

Average -5

ROP Yield Curve
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 The government budget balance in May posted a deficit of Php19.9 billion, a turnaround from the Php31.0 billion surplus 

registered in April. For the first five months of the year, the government incurred a budget deficit of Php22.8 billion, roughly eight 
times more than the Php2.9 billion recorded in April. However, the five-month figure is still far from Php109.3 billion deficit cap 
for the first semester, giving the government an advantage to finance its infrastructure and social programs. 

 President Aquino has approved the Investment Priorities Plan for 2012 that focuses on medical services and climate change 
mitigation and adaptation. Also prioritized are the agriculture, infrastructure and tourism sectors. In his message, the president 
said the government designed the 2012 IPP to further strengthen last year’s investment generation agenda. 

 

The week ahead (July 2 – July 6)  

 Much direction will be taken from developments in the Euro-zone as the results and implications of the EU Summit become 
more apparent. Markets will be looking for possible debt monetization by the yet-to-be-established European Stability 
Mechanism and greater financial integration in the Euro-zone. Asian markets have already responded positively to the EU’s 
move for more stringent banking regularization which may carry over to the local equities and currency markets next week. 
Moving on to the fixed income market, all eyes are set on the inflation report. We expect yields to trade sideways with a 
downward bias in anticipation of lower June inflation.    


