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28-Jun-12 05-Jul-12 % Change

MSCI World 1,199.93 1,242.40 3.54%

MSCI Europe 84.61 88.83 4.99%

MSCI Asia-Pacific ex-Japan 396.25 415.44 4.84%

Dow Jones Industrial Average 12,602.26 12,896.67 2.34%

S&P 500 1,329.04 1,367.58 2.90%

Global Equity Performance
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Global Financial Markets 
 
The global equities market ended significantly positive as the European summit results prompted optimism in the market. 
For the fixed income market, demand for safety cooled after positive developments in Europe prompted investors to seek 
higher yielding assets. For the currency market, The US dollar gained against its peers as Mario Draghi pointed out that 
risks continue to plague the economy even after a combined effort in providing stimulus to the economy. 
 

Global Equities 
 
The global equities market ended the past week 
collecting gains as the market was given hope in 
how the European sovereign debt crisis is being 
dealt with. The rally was mainly caused by the 
European summit, an event that investors were 
closely monitoring. The result of the meeting 
turned out to be quite encouraging as European 
leaders agreed on an aggressive plan to resolve 
the three years old debt crisis. While the US 
released mixed economic indicators, the 
negative data were generally overshadowed by 
the encouraging ones, providing support for the 
rally. The MSCI World, MSCI Europe and MSCI 
Asia-Pacific ex-Japan indices all advanced, 
gaining 3.54%, 4.99% and 4.84%, respectively. 
For the US markets, the Dow Jones Industrial 
Average climbed 2.34% while the Standard & 
Poor’s 500 Index moved up 2.90%. 

 US Economic releases in the past week 
gave out a slightly positive tone. Factory 
orders in the US rose 0.7% in May after 
declining 0.7% in the previous month. In 
addition, applications for jobless benefits 
fell 14,000 in the week ended June 30, 2012. Initial jobless claims came out at 374,000 compared to the market estimate of 
385,000.  

 There were, however, some indicators that were generally overlooked as investors focused in the developments in Europe. 
One of which is that manufacturing in the US unexpectedly shrank in June for the first time in 3 years . The Institute for Supply 
Management’s index fell to 49.7 from 53.5 in May, signaling a contraction in the industry. Another one is that mortgage 
applications in the US declined as fewer homeowners refinanced. The Mortgage Bankers Association’s index decreased 6.7% 
WoW in the period ended June 29, 2012. 

 Developments in Europe were significantly better than what the market expected. During the European summit last week, 
European leaders agreed on an aggressive plan to fix the region’s financial crisis. First of all, leaders of the European countries 
dropped the requirement that governments get preferred creditor status on crisis loans  to Spain’s blighted banks. In addition, 
banks can be recapitalized directly with funds  rather than going through governments . Moreover, a $149 billion growth plan for 
the region’s economy was also unveiled. The European Union’s existing bailout fund, the European Financial Stability Fund 
(EFSF), will provide aid under the current rules until the new permanent fund, the European Stability Mechanism (ESM), is 
ready to take over. The ESM is due to be launched next month and its funds will not only be used to lend directly to banks bu t 
also be used to buy bonds of countries like Italy and Spain  whose borrowing costs have soared - with the intention those 
countries will not have to apply for a Greek-style bailout. 

 The People’s Bank of China, European Central Bank and Bank of England all provided further stimulus in the past week. First, 
China’ central bank lowered its lending rate by 31 basis points to 6%. Second, England’s central bank added £50 billion to its 
bond buying program. Lastly, Europe’s central bank cut the European cash rate by 25 basis points to 0.75%.  

 One thing limited the rally in the past week. Comments from the European Central Bank President Mario Draghi were broadly 
dovish as he stated that risks still remain even after policy rates were cut. At a p ress conference following the rate cut 
announced by the central bank, Mario Draghi said loan growth in the Euro-zone remains subdued. 
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Currencies 

29-Jun 6-Jul % Change

USD/PHP 42.120 41.790 0.79%

EUR/USD 1.2667 1.2378 -2.28%

GBP/USD 1.5707 1.5548 -1.01%

USD/JPY 79.79 79.88 -0.11%

AUD/USD 1.0238 1.0258 0.20%

USD/CHF 0.9485 0.9703 -2.25%

EUR/CHF 1.20118 1.20110 0.01%

EUR/JPY 101.04 98.88 2.18%

US Treasury Yield Curve

Tenor 28-Jun 5-Jul  +/- bps

3m 0.081 0.071 -1.01

6m 0.152 0.137 -1.52

2y 0.301 0.286 -1.55

5y 0.688 0.670 -1.76

10y 1.577 1.597 2.01

30y 2.676 2.716 4.03

Global Bonds 

 

 US Treasury prices fell in the past week as the European summit 
results and the easing actions from the central banks of Europe, 
England and China spurred optimism in the market. The gains, 
however, were minimized as the European Central Bank President 
Mario Draghi pointed out that risks still remain even after the 
simultaneous actions by the three central banks. The 10-year 
benchmark yield climbed 2.01 basis points while the 2-year note yield 
declined 1.55 basis points. Over at the farther end of the curve, the 
30-year bond yield jumped 4.03 basis points. 

Currencies 
  

 Week-on-week, safe haven currencies ended the week with gains 
as easing by the central banks caused a decline in the euro and 
Mario Draghi’s warning pushed up demand for safety. The euro, 
Swiss franc and Japanese yen all declined against the US dollar to 
1.2378, 97.03 centimes and 79.88, respectively. 

 
The week ahead (July 9 – July 13) 
 

 In the upcoming week, we expect the global equities market to move 
sideways with a possible slowed but continuing rally as investors 
wait for progress in the implementation of the agreed plans during 
the European summit. 

 The currencies and fixed income markets could experience a slight decline in demand for safety if developments in Europe and 
the US somehow illustrates the effect of easing made by the three central banks . 
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Philippine Financial Markets 
 
Global risk on sentiment arising from positive developments abroad spilled over to the local financial markets  with the 
local equities market reaching all-time highs while the peso exchange rate and yields of government securities registering 
record lows. Moreover, the country’s credit rating upgrade by S&P and soft inflation print for the month of June helped 
sustain the rally throughout the week.  
 

 
Local Equities  
 

 Local equities market broke all-time highs on Monday and Tuesday of the 
past week, jumping 119.29 points or 2.27% in just two days. The strong 
rally came on the back of encouraging results from last week’s European 
summit. Markets traded sideways for the remainder of the week despite a 
ratings upgrade from Standard & Poor’s and monetary easing measures 
taken by several global central banks. The subdued movements resulted 
from investor profit-taking, more cautious investing as current valuations 
approach historical limits, and downward pressure from international 
investors as worries over global growth continue. Week-on-week, the 
PSEi rose 116.27 points , or 2.22%, ending the week at 5,362.68. 
 

 
Conglomerates 

 
 

 Gokongwei-controlled JG Summit Holdings, Inc. expects its petrochemical business to become the fourth leg of the 
conglomerate, next to Universal Robina Corp., Robinsons Land Corp., and Cebu Pacific. JG Summit Petrochemical’s 
US$800-million naphtha cracker has an expected turnover of US$1 billion once production is at full stream. The project 
is also seen providing stability to the local petrochemical industry and will generate a total of 2000 jobs  

 
Property 
 

 Ayala Land, Inc. is looking into building a mixed-use development within the North Triangle area in Quezon City. The 
Php65-billion project venture, to be named Vertris North, will have a total area of 29 hectares and will offer a 
combination of office, retail, hotel, and residential developments upon its completion. 
 

 Henry Sy Jr., vice-chairman and chief executive officer of SM Development Corp., said that the company is just 
waiting for the bidding terms of the 70-ha property in Taguig owned by state-run Food Terminal, Inc. SM Group would 
be competing with Ayala Land, Inc., Empire East Land Holdings, Inc., Filinvest Land, Inc. and Robinsons Land Corp. 
who had earlier expressed their interest to participate in the bidding process. 

 
Financials 
 

 BDO Unibank, Inc. improves its capital position after completing its stocks right offer, raising a total of Php43.5 billion 
which will allow them to comply with the central bank’s higher capital adequacy requirements. After the transaction, 
the bank’s capital adequacy ratio and Tier 1 capital ratio now stands at 20% and 15%, respectively, compared to the 
15.37% and 10.08% as of end- March 2012. 

 
Power 
 

 Therma South, Inc. (TSI), a unit of Aboitiz Group Corp., has inked a deal with local and foreign contractors for the 
construction of a clean coal-fired power generation facility in Southern Mindanao. The coal -fired power plant will be 
located in Toril District, Davao City and Sta. Cruz in Davao del Sur. Local government officials in Davao have 
endorsed TSI’s power plant projects after the company secured an environmental compliance certificate from 
government authorities. 

 
Mining 
 

 Philex Mining Corp. expanded its shipments by roughly 10% in the first half of the year to Php6.46 billion, from 
Php5.89 billion in the same period the previous year. For June alone, the firm shipped 4,995 dry metric tons of 
concentrates to Pan Copper Co. Ltd. with an estimated value of Php980 million. Meanwhile, the Padcal mine 
produced 5,949 dry metric tons of concentrates amounting to Php1.17 billion. 

29-Jun 6-Jul % Change

PSEi 5,246.41 5,362.68 2.22%

Philippine Stock Exchange Index
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Mining 

 
 Following the country’s credit rating upgrade, Philippine Long Distance Co. has obtained a credit rating upgrade from 

S&P. According to the debt rater, the rating of PLDT reflects the macroeconomic and country risk, coupled with 
intense competition in the local telecommunications industry which are tempered by the firm’s strong position in the 
domestic market, diversified services, integrated network, and s olid cash flow measures. 

 
 
Philippine Bond Markets 

  

 It has been an eventful week for the local bond market with value 
turnover reaching a year-to-date high of US$1.19 billion last 
Wednesday. Investors cheered on the decisions made by European 
leaders during their meeting the previous week, signifying that they are 
serious in solving their debt crisis. Contributing to the risk on sentiment 
were S&P’s credit rating upgrade and lower inflation figure for the month 
of June. For the previous week, yields declined by 8 basis points on 
average, led by the 12 basis point drop in the long-end of the curve.  

 Investors swamped Bureau of the Treasury’s 5-year FXTN auction 
yesterday, indicating a high-level of liquidity in the market and strong 
investor confidence on government’s debt papers. Total bids fetched 
Php28.049, more than thrice the offer size of Php9 billion. The coupon 
rate for the 2017 bonds was 4.625% while bids ranged from 4.340% to 
4.725%. 

 

 

 
Philippine Peso 

 

 Optimism over Europe on surprising favorable moves of European leaders 
following their 2-day meeting which ended on June 29 buoyed buying 
interest on the country’s assets. In the absence of negative news here and 
abroad, the risk on sentiment was sustained throughout the week, with the 
Philippine peso registering record low on Wednesday, closing at 41.680. 
The release of benign inflation data for June compounded by the rating 
upgrade on the country’s long-term sovereign foreign currency towards the 
end of the week also helped sustain the rally. Week-on-week, the local 
currency strengthened by 33 centavos, ending the week at 41.790. 

 President Benigno Aquino III has approved the Php2.006-trillion budget for 
2013, 10.4% higher than this year’s Php1.816 trillion. According to the 
President, the 2013 budget as a whole reflects a continuation of his 
administration’s main thrusts, namely inclusive growth, good governance, 
and fighting corruption..        

 The nation’s long term sovereign foreign currency rating was raised by 
S&P by one level to BB+ from BB, reflecting the country’s improving fiscal 
position and easing interest burden. Adding support to the rating upgrade 
is the country’s strong external position buoyed by remittances from overseas Filipino workers and an export expansion. To 
date, both Fitch and S&P rate the country one notch below investment grade (IG) with a stable outlook, while Moody’s credit 
rating is still two notches below IG, with a positive outlook. 

 Data from the Department of Finance showed that total government borrowings increased by 39.49% year-on-year in the first 
five months of 2012. Total borrowings from both foreign and local markets amounted to PhpP377.848 billion from January to 
May. The government aims to contain this year’s budget deficit to roughly Php280 billion, or 2% of g ross domestic product.. 

Tenor 29-Jun 6-Jul % Change

ROP13 0.6300    0.5610    -7

ROP16N 2.0760    1.9810    -10

ROP19N 2.8590    2.6900    -17

ROP20 2.8090    2.6450    -16

ROP21 2.9390    2.7310    -21

ROP24N 4.0310    3.7830    -25

ROP25 3.9610    3.7910    -17

ROP26 3.7610    3.5220    -24

ROP30 4.3620    4.1680    -19

ROP32 4.3420    4.1350    -21

ROP34 4.3700    4.1670    -20

ROP37 4.3870    4.1650    -22

Average -18

ROP Yield Curve

Tenor 29-Jun 6-Jul  Change

1m 2.54 2.59 4

3m 2.38 2.33 -5

6m 2.49 2.45 -4

1y 2.64 2.62 -3

2y 3.14 3.04 -10

3y 3.91 3.95 4

4y 4.65 4.61 -4

5y 5.11 4.80 -30

7y 5.17 5.06 -10

10y 5.92 5.79 -13

20y 6.02 5.95 -7

25y 6.38 6.21 -17

Average -8

Peso Yield Curve                                       

(PDST-F Reference Rates)
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 The National Statistics office in Manila reported that consumer prices gained 2.8% in June, in line with the median estimate but 

slightly lower than May’s 2.9% reading. The government forecasted June inflation to clock -in between 2.4% to 3.5% and 
targeted inflation to average 3% to 5% in 2012. 

 

The week ahead (July 9 – July 13)  

 After reaching all time highs earlier this week, the market may trade sideways with a downward bias as investors search for s olid 
signs of an improving global economy. Local investors may also remain on the sidelines as they anticipate the release of 
2Q2012 earnings later this month.  

 This cautious trading will likewise be observed on the local fixed income and  currency market. For the fixed income market, 
traders will closely keep an eye on the export figures due this coming week. Market expects shipments abroad to soften as 
global demand for the country’s products contract amid slowing global economic growth. Meanwhile, the local currency had 
reached record lows during the past week. The central bank has already pledged to take action should the currency’s 
appreciation hurt the export sector and OFW remittances. Thus, we expect the peso to consolidate this week, bouncing back to 
Php42.000 a dollar.   


