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September 3, 2012 

 
Global Financial Markets 
 
Despite some positive economic releases from the world’s biggest economy, global equities suffered losses throughout 
the week amid the Euro-zone’s worsening debt crisis. Concerns over a slowing global economy benefited fixed income 
securities and safe-haven currencies, as investor caution ignited demand for safety. 

 
Global Equities 
 
Weak macro-economic data in the 

euro-zone, as well as inconclusive 

talks between European leaders 

regarding the region’s fiscal crisis 

weighed heavily on global equities 

this week, despite some positive 

economic releases from the US. 

Investors also traded cautiously 

ahead of US Fed Chairman Ben 

Bernanke’s speech this Friday at 

the economic symposium in 

Jackson Hole. Expectations of 

QE3 were dampened as according 

to the Fed’s latest Beige Book— 

an economic report updated every 

2 weeks before each meeting—the 

US economy had grown 

“gradually” at a revised annual 

growth rate of 1.7% from the 

previously reported 1.5%.  

Asian markets plunged as well 

with the regional benchmark falling 

to its biggest weekly decline in 

more than a month amid industrial output reports from Japan which further indicated cooling economic growth in the region.  

The MSCI World Equity Index lost 1.03%, while the Asia-Pacific ex-Japan region tumbled 2.91%. The European region likewise lost 

ground, dropping 1.02%, while the Dow Jones Industrial Average Index and the S&P500 Index were down by 0.43% and 0.19%, 

respectively. Equity markets were successively down on each of the trading sessions during the past week. 

Economic data released during the week pointed to worsening economic conditions in Europe and Asia, overshadowing a slowly 

recovering US economy.  

 This month, German business confidence fell for a fourth straight month. According to the closely watched Ifo survey, 

German business confidence fell to a 2.5-year low of 102.3, against market estimates of 102.7, from a downwardly revised 

103.2 in July. Ifo economist Klaus Wohlrabe has stated that though this indicated a weak economic output in Germany for 

the third quarter, the country was not facing the threat of a recession.  

 Spain's economic recovery in 2011 was weaker than initially thought. The growth rate for the GDP in 2011 was 0.4%, 

against the earlier released figure of 0.7%. The 2010 GDP data was also revised to show that the economic contraction in 

that year was deeper than originally thought, posting a 0.3% reduction against an earlier estimate of a 0.1% decline.  

 According to the Trade Ministry in Tokyo, industrial production in Japan dropped 1.2% month-on-month in July, failing to 

meet the 1.7% increase that the median estimate of 27 economists surveyed by Bloomberg news, had predicted. 

Consumer prices excluding fresh food dropped 0.3% from the same period during the previous year, falling for a 3
rd

 month 

in July, emphasizing concern that the central bank was too optimistic regarding its outlook for its 1% inflation goal.  

 US economic output increased a little more than initially expected in Q2. The country’s GDP grew at an annua l rate of 

1.7% from the originally reported 1.5% growth. Better trade was reflected, particularly in exports, a slight increase in 

personal spending, a slowing growth in inventory and healthier government spending figures. Year -over-year, inflation rose 

1.7%, below the Fed’s 2% target. 

23-Aug-12 30-Aug-12 % Change

MSCI World 1,285.28 1,272.02 -1.03%

MSCI Europe 92.47 91.53 -1.02%

MSCI Asia-Pacific ex-Japan 429.88 417.36 -2.91%

Dow Jones Industrial Average 13,057.46 13,000.71 -0.43%

S&P 500 1,402.08 1,399.48 -0.19%

Global Equity Performance
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Global Bonds 

 
US Treasury prices gained momentum as the Euro-zone’s most debt-ridden 

economies sought financial aid from central banks, inducing modest demand 

for long-term treasuries brought about by investor caution. The yields of 10- 

and 30-year papers gave up 5.46 basis points and 4.71 basis points, 

respectively, while the 3 month-yield ended flat for the week.  

This week, EUR3.75 billion worth of zero-coupon, inflation-link bonds were 
auctioned off by Italy. The treasury sold EUR3 billion worth of zero-coupon 
2014 debt with a yield of 3.064%, lower than the previous auction’s 4.86%. 
Investors bid 1.95x for the amount offered, against last month’s 1.78x.  

 

Currencies 
 
The Japanese yen closed at its one-week high amid expectations that Fed 
Chairman Ben Bernanke would refrain from signaling additional stimulus, and 
as Moody’s Investors Service said its review of Spain’s debt rating for a 
possible downgrade would continue, causing investors to flock to safe -haven 
currencies..  
 
The Euro-zone’s shared currency also declined for most of the week, weighed 
down by Spanish Prime Minister Mariano Rajoy’s delayed request of a bailout 
from the central bank as three regions in his country relayed the need for 
emergency loans. 

 
 
 
 
 
The week ahead (Sept 3 – Sept 7) 
 
Global market performance this week was highly influenced by positive economic data releases in the US, as well as the ECB’s 
announcement of increased support for the stability of the region’s bonds. Given the promising marke t conditions, investors will 
most likely be eager to take advantage by entering the equities market in the coming week. 
 
Market watchers will be eager to find out whether or not the ECB will actually push through with its bond -buying plan next month. 
This, helped along by an upward trending US economy, will accelerate the recovery of the European economy and support global 
economic growth. 
 

Currencies 

24-Aug 31-Aug % Change

USD/PHP 42.165 42.060 0.25%

EUR/USD 1.2512 1.2528 0.13%

GBP/USD 1.5810 1.5801 -0.06%

USD/JPY 78.67 78.53 0.18%

AUD/USD 1.0403 1.0318 -0.82%

USD/CHF 0.9597 0.9586 0.11%

EUR/CHF 1.20085 1.20092 -0.01%

EUR/JPY 98.44 98.38 0.06%

US Treasury Yield Curve

Tenor 23-Aug 30-Aug  +/- bps

3m 0.096 0.096 0.00

6m 0.127 0.132 0.51

2y 0.259 0.254 -0.48

5y 0.695 0.663 -3.20

10y 1.678 1.623 -5.46

30y 2.792 2.745 -4.71



 

 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 advi sed 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. 

September 3, 2012 

 
Philippine Financial Markets 
 

Trading in local equities was more volatile during the week on the back of increasing c oncerns over the Euro-zone and 
the slowdown of two of the world’s largest economies. Meanwhile, both local bonds and the peso finished the week 
strong following the pleasing result of the latest figure of GDP that beat expectations and boosted demand for c ountry’s 
assets. 
 

 
Local Equities  
 
Markets were more volatile last week as the index swung in and out of negative 
territory on the back of continued worries over the Euro-zone crisis as well as 
the slowdown of the Chinese economy. Volumes remained very thin as 
investors remained on the sidelines awaiting for the results of Fed chief 
Bernanke’s testimony in Jackson Hole. Markets would have ended fairly flat 
week-on-week if not for last minute buy-ups of index stocks during the last half 
hour of trading on Friday which pushed markets up close to 1%. Week-on-week, 
the PSEi gained 52.84 points, or +1.03%, ending the month just below the 5,200 
level at 5,196.19. 

 
 

 
Conglomerates 
 

 San Miguel Corp. (SMC) is looking to delist three of its units – property development, beer and food businesses – 
before the year ends. According to SMC President Ramon Ang, the company will voluntarily stop the trading of the 
shares of San Miguel Brewery Inc., San Miguel Properties Inc., and San Miguel Pure Foods Company, Inc. as these  
companies could not comply with the rules of public ownership. Starting next year, the Philippine Stock Exchange will 
require listed companies to maintain a minimum public float of 10 percent and has warned that it would start 
suspending companies should they fail to comply with the said rules . 

 
 Henry Sy-led SM Investments Corp. (SMIC) is planning more acquisitions of retail establishments, specifically 

supermarkets, in Visayas and Mindanao regions. The company’s strategy of accelerating retail business is  mainly 
driven by tough competition with rising supermarket public chain, Puregold Price Club, Inc. SMIC chief finance officer 
Jose T. Sio that the company is in discussions with some supermarkets without disclosing their names. He added that 
the company also looks to expand its stores, particularly those under the Savemore brand . 
 
 

Financials 
 

 Philippine Savings Bank, with the Bangko Sentral ng Pilipinas’ approval, has declared cash dividend worth Php0.75 

per share for the second quarter of 2012 amounting to Php180.19 million payable to all common stockholders. The 

board of the bank has set September 11, 2012 and September 26, 2012 as record date and payment date, 

respectively. 

Consumer 
 

 Jollibee Foods Corp., fastfood giant in the Philippines, aims to increase its presence in China, the world’s second 
largest economy, as it plans to build 100 stores there. The company said it is upbeat on the country’s growth 
prospects. JFC chief financial officer Ysmael Baysa noted that its business in China has been growin g 30% annually, 
and that the group’s operations in China now account for 11% of its worldwide sales. He added that the group had a 
total of 368 stores in China as of end of June this year. 
 

 
 

 
 
 
 

 
 
 

24-Aug 31-Aug % Change

PSEi 5,143.35 5,196.19 1.03%

Philippine Stock Exchange Index
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Philippine Bond Markets 

 
Government securities rallied to end the week strong after the second 
quarter GDP registered a better-than-expected level of 5.9%, beating 
estimates of a 5.5% growth. Week-on-week, yields declined by an average 
of 3 basis points. The drop was observed, with the short and the long ends 
of the curve giving away 8 and 5 basis points, respectively. 
 
The Bureau of the Treasury sold Php9 billion worth of seven-year treasury 
bonds. The government received a total of Php24.69 billion in bids, nearly 
three times as much the government’s Php9 bil lion offer. The coupon rate 
for the 7-year treasury bond is 4.75%, unchanged from the previous 
auction. 
 
Philippine Peso 
 
The Philippine peso strengthened against the greenback, finishing slightly 
above the Php42.00 level, following the release of better-than-expected 
GDP for the second quarter, which lifted demand for peso-denominated 
assets. This has mitigated the effect of the faltering global economy which 
caused the local currency to weaken during the first half of the week. This 
is highlighted by the prolonged concerns over the Euro-zone crisis, the slow progress in the US economy which signaled another 
possible round of quantitative easing and the continued growth deceleration from the world’s second largest economy.  Week -on-
week, the local currency gained 10.5 centavos, closing at Php42.060.  
 
The Philippine GDP grew by 5.9%, year-on-year, during the 2nd quarter, beating expectations of a 5.5% growth but lower than the 
downwardly revised 6.3% in the previous quarter.  On the demand side, economic expansion was primarily driven by consumer and 
government spending, advancing by 5.7% and 5.9%, respectively. Meanwhile, growth on the production side was led by the servic e 
sector which climbed 7.6%.  
 
Data from National Statistics Office showed that imports  for the month of June stood at US$5.101 billion, registering a 13.3% growth 
from a year earlier. This is the fastest rate in 10 months as the electronics shipments recorded a 27.1% boost to US$1.458 bi llion 
from US$1.147 billion last year. This is the first gain registered for electronics in 13 months. 
 
According to the latest data released by the Bureau of the Treasury (BTr), total government borrowings climbed to Php456.82 b illion 
by the end of July, 47% higher than the Php308.8 billion borrowed during the same period last year. Total borrowings over the 
seven-month period showed that the government has been successful in reducing foreign debts, helping to cushion the economy 
from foreign exchange fluctuations. The government is still expected to meet its  remaining foreign commercial borrowing 
requirement of US$750 million for the rest of the year. 
 

The week ahead (Sept 3 – Sept 7)  

Philippine stocks are expected to have an upward bias in the next few trading sessions after an intra -month drop of 3% in August.  
Market sentiment should improve by mid-week given the expected recovery of blue issues such as MBT and MER. Both stocks 
were hammered down in the last 4 weeks after their respective weights were reduced in the MSCI Philippine re -balancing that 
concluded in August 31. The PSEi has shown resilience near the 5,150-support level, partly helped by strong corporate earnings 
(+15% in 1H2012) which was complemented  by the release of stronger than expected 2nd quarter GDP growth (+5.9%).  

We expect the PSEi to trade within the 5,100 to 5,300 range in the next 2 weeks, as global uncertainties continue to cap appetite for 
global equities. Fears regarding China’s slowdown are being reflected in the sustained decline of the Shanghai Composite inde x 
which dropped below the critical 2,100 support level recently.  

While aggressive monetary easing in China could quell equity markets in the short term, the move may have negative implicatio ns 
of a hard economic landing for the world's second largest economy that could adversely impact expectations of an Asia-driven 
recovery. 

Meanwhile, trading in the local fixed income and currency will hinge on the release of inflation and foreign reserves this we ek, both 
covering the month of august. Market watchers will soon find out how much unfavorable weather disturbances that caused supply 
disruptions, has affected inflation. Likewise, local investors shall monitor how the central bank would react to the inflatio n figure 
along with the recently released 2QGDP, in determining whether to perform another stimulus measure to further shield the country 
against dampening effects of the global slowdown. 

Tenor 24-Aug 31-Aug  Change

1m 2.23 2.20 -3

3m 1.60 1.56 -4

6m 2.02 1.89 -13

1y 2.42 2.28 -13

2y 2.95 2.98 2

3y 3.90 4.05 15

4y 4.62 4.58 -4

5y 4.82 4.82 0

7y 4.93 4.89 -4

10y 5.04 5.03 -1

20y 5.89 5.83 -6

25y 5.98 5.90 -8

Average -3

Peso Yield Curve                                       

(PDST-F Reference Rates)


