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Global Financial Markets 
 
Global equities markets ended on a more positive note for the past week, buoyed by hints of stimulus measures from the 
US Federal Reserve, as well as the ECB’s announcement of its bond-buying program after it convened on Thursday. On 
the other hand, safe-haven currencies and bonds traded lower as investors adopted a risk-on sentiment, brought about by 
renewed hopes for a recovering global economy. 

 
Global Equities 
 
Global equities started the week strong, 

following Fed Chairman Ben 

Bernanke’s speech in Jackson Hole last 

Friday, where he expressed deep 

concerns for the country’s ailing 

economy, signaling that measures to 

aid economic recovery were well 

underway. Bernanke focused 

particularly on the slowing US job 

market, pronouncing it “far from 

satisfactory” and stating that 

persistently high levels of 

unemployment would wreak structural 

damage on the economy that could last 

for years. Furthermore, he said, taking 

into account the limits of its policy tools, 

the Fed would provide additional policy 

accommodation as needed to promote 

stronger economic recovery and 

improved labor market conditions. 

At the end of the week, investor 

sentiment was boosted once more as 

the ECB announced its much- awaited 

bond-buying plan, confirming earlier leaks that they would be purchasing bonds from ailing economies in an unlimited capacity. 

According to ECB President Mario Draghi, this would provide a “fully effective backstop” against market volatility. He added that the 

ECB would be staying firmly within their mandate of keeping stable prices, and affirmed that the ECB would not be claiming the 

status of a senior creditor should the bonds it buys have to restructure. 

Asian markets nursed losses for most of the week, weighed down by worries over a falte ring US economy and Moody’s outlook 

downgrade on the European Union, failing to recover despite a last-minute rally after the ECB’s bond-buying announcement on 

Friday. 

The MSCI World Equity Index gained 2.01%, led by European index, which picked up 2.43%. The S&P500 index closed at its 

highest level since 2008, eking out 2.33% week-on-week, while the Dow Jones Industrial Index climbed 2.24%. Only The Asia -

Pacific Ex Japan region fell, losing 0.84% week-on-week. 

US equities traded slightly lower during the week, however, as some disappointing economic data was released: 

 US factory activity contracted for the third consecutive month in August. The Institute for Supply Management’s 

manufacturing purchasing managers’ index slid down to 49.6, against market estim ates of 50.0, from 49.8. This was the 

lowest reading since July 2009. Meanwhile, the new-orders index dropped to 47.1 from 48.0, while the exports index, 

though still in contraction, climbed to 47.0 from 46.5. 

 Spending on construction projects posted the largest decline in a year last July. Construction spending dropped 0.9%, 

against market estimates of +0.4%, to a seasonally adjusted annual rate of US$834.38 billion. This was the largest 

monthly drop since July 2011, and the first decline since March. Private residential outlays fell 1.6% to US$264.62 billion, 

30-Aug-12 06-Sep-12 % Change

MSCI World 1,272.02 1,297.60 2.01%

MSCI Europe 91.53 93.75 2.43%

MSCI Asia-Pacific ex-Japan 417.36 413.87 -0.84%

Dow Jones Industrial Average 13,000.71 13,292.00 2.24%

S&P 500 1,399.48 1,432.12 2.33%

Global Equity Performance
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also the largest drop in a year, while private non-residential buildings lost 0.9% to US$294.10 billion.  The total private -

sector construction plunged 1.2% to US$558.71 billion, its first decline since February. 

 Moody's has stated that their outlook for the U.S. banking system remains pessimistic given the country’s current 

macroeconomic challenges. According to Moody’s Senior Vice President Sean Jones, their negative outlook was reflected 

by a challenging domestic operating environment, with prolonged low interest rates, high unemployment, weak economic 

growth and fiscal policy uncertainties. The threat of contagion stemming from the Euro -zone’s sovereign debt crisis, he 

added, would undermine economic recovery in the U.S. and expose banks to a heightened risk of shocks. 

 
Global Bonds 

 
US Treasury prices slid throughout the week as investors sold positions in US 

treasuries to fund prospective purchases of European bonds, on reports that 

the ECB would finally be following through with its bond-buying plan. The 

yields of the 10-and 30-year papers gained 5.48 basis points and 5.41 basis 

points, respectively, while the 3-month yield picked up 0.51 basis points.  

Spanish government bonds, being the most likely beneficiary of the ECB’s 
bond buyback plan, rallied sharply after Draghi elaborated on their proposal. 
The 10-year Spanish bond yield collapsed 39 basis points to 5.24%, while the 
10-year Italian bond yield also tumbled 25 basis points to 5.24%. 

 

Currencies 
 
Riskier currencies advanced throughout the week following the Fed’s hints of 
QE3, as well as news on the ECB’s proposed stimulus measures finally picking 
up momentum. The dollar fell against most of its counterparts before the 
release of a report that may show the slowing pace of hiring in the US, further 
evidence that new policy measures would be needed to boost the economy. 
The euro fell against the dollar earlier during the week, after the ECB 
forecasted a deeper economic contraction during the year, but picked up after 
ECB President Mario Draghi announced a bond-purchase plan to cap 
borrowing costs in the area’s most-indebted nations. 

 
 
 
 
 
The week ahead (Sept 10 – Sept 14) 
 
For the week ahead, we expect investors to trade with a risk-on sentiment given the optimistic news that the ECB is finally pushing 
through with its bond-buying program, which could lead to a swifter global economic recovery. Market watchers will be on the look -
out for further actions from the Fed with regard to its hinted stimulus measures for the world's largest economy. 

US Treasury Yield Curve

Tenor 30-Aug 6-Sep  +/- bps

3m 0.096 0.101 0.51

6m 0.132 0.132 0.00

2y 0.254 0.258 0.40

5y 0.663 0.678 1.45

10y 1.623 1.678 5.48

30y 2.745 2.799 5.41

Currencies 

31-Aug 7-Sep % Change

USD/PHP 42.060 41.680 0.91%

EUR/USD 1.2579 1.2677 0.78%

GBP/USD 1.5866 1.5976 0.69%

USD/JPY 78.39 78.96 -0.72%

AUD/USD 1.0322 1.0340 0.17%

USD/CHF 0.9549 0.9551 -0.02%

EUR/CHF 1.20098 1.21085 -0.82%

EUR/JPY 98.56 100.1 -1.54%
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Philippine Financial Markets 
 

In the local equities market, the index dipped mid-week amid faster-than-projected inflation for the month of August 
placing downward pressure on consumer stocks. However, the local bourse bounced back towards the end of the week 
as ECB’s announcement of its bond buying plan boosted market sentiment. Global risk-on sentiment buoyed by ECB’s 
bond-buying program spilled over the local fixed income and currency markets.    
 

 
Local Equities  
 
Market watchers kept their eye on the Fed and ECB this week as the two 
monetary powers were scheduled release plans on possible stimulus measures to 
lift the ailing global economy. As such, many local investors chose to remain on 
the sidelines before the formal statements were released causing trading activity 
to thin out to an average of US$102million, 15% lower than the usual average of 
US$120million. On the domestic front, inflation came in slightly higher than 
expected at 3.8%, 30 bps above consensus and 60 bps above last month’s 
figures. This added some downward pressure mid-week. Losses were reversed 
on Friday after the ECB’s bond buying program lifted global investor sentiment 
causing a surge in global bourses. Week on week, the PSEi ended relatively flat, 
rising 5.13 points of 0.098% ending the week at 5,201.32. 

 
 
Conglomerates 
 

 A top company official has recently stated that San Miguel Corp. (SMC) is looking to bid for Public -Private partnership 
contracts in Palawan, Bohol, Tabloban, Dipolog and Caraga, among others. The conglomerate will bid for all PPP 
projects, SMC President Ramon Ang confirmed, when asked if the company was still interested in joining the biddings. 
Currently, SMC is renovating and putting up new facilities at the Godofredo P. Ramos airport in Caticlan, and is 
committed to investing US$300 million for the project. The company has invested a minimum of US$3 billion since 
2007, aggressively diversifying into a variety of sectors including energy, telecoms, mining, infrastru cture and airlines.  

 
 DMCI Holdings Inc. and its UK-based partner D&A Income Ltd., were able to gain control 60.7% stake, or a total of 

Php159.1 million shares, in a mid-tier nickel producing firm – ENK Plc. ENK has been looking for a strategic partner 
for quite some time, in order to fund the development of its flagship project - Acoje mine. It covers an area of 3,765 
hectares located in Luzon. Also, the project had an indicated resource of roughly 40.9 million tons at 1.08% nickel and 
0.05% cobalt, and an inferred resource of 29-million tons at 0.96% nickel and 0.06% cobalt. 

 
Consumer 
 

 Local dairy giant, Alaska Milk Corp. (AMC) is targeting its exit from the Philippine Stock Exchange on November 5, 

once its majority shareholder wholly buys out the company’s remaining stockholders. Friesland Campina (FC) 

Philippines, the controlling stockholder of AMC, announced its intention to make a tender offer for all issued and 

outstanding AMC shares owned by shareholders of Alaska Milk, aside from FC Philippines and Friesland Campina 

Werknemers B.V. with a tender offer price of P24.00 per share. The offer for the remaining shares will run from 

September 5 to October 2, to be managed by BDO Securities Corp, who will act as the tender offer agent.  

Power 
 

 Lopez-controlled and world’s top geothermal power producer Energy Development Corp. (EDC), is eyeing four growth 

areas to expand its power portfolio until 2020. Those areas are the acquisition of government-owned power assets, 

greenfield projects, diversification into other renewable projects and overseas expansion. These would increase 

capacity by 26% in 2016 and additional 33% by 2020. So far, EDC has an installed geothermal capacity of 1,130 

megawatts (MW) and 132 MW for hydropower. It can hit close to 1,600 MW of generating capacity by 2016. 

Telecommunications 
 

 Philippine Long Distance Telephone Co. (PLDT) is pushing for more joint ventures with foreign carriers to have new 
revenue streams in order to cope up with the challenges such as the growing demand for free voice  services using the 
internet, to preserve the company’s growth. PLDT Spokesperson Ramon S. Isberto has said that the company will 
partner with a counterpart abroad to offer services in that particular country. The counterpart, Mobile Virtual Network 

31-Aug 7-Sep % Change

PSEi 5,196.19 5,201.32 0.10%

Philippine  Stock Exchange  Index
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Operator (MVNO) works as a separate company offering international calls and calls within that country. He added 
that MVNO would help the company cope with the growing popularity of the Voice -over Internet Protocol (VoIP) 
services like Skype. And while the VoIP offers free voice service, MVNO targets a significant portion of the market that 
is not yet engaged in VoIP. 

 

Properties 
 

 Shang Properties Inc. reported its net earnings for the first half of the year is Php634.1 million, a 37.3% climb from a 
year earlier. The hike in earnings is mainly attributed to the increased sales from the company's luxury high -rise 
residential project, One Shangri-La Place. Total revenues rose 56.7% to Php2.15 billion due to higher sales bookings 
and increase in percentage completion of its projects. Sales from condominium projects significantly increased to 
P1.11 billion while revenues from lease operations slightly advanced to P895.78 million.  

 
 Grand Plaza Hotel Corp., operator of Heritage Plaza in Pasay City, reported that its net income in the second quarter 

declined by 13.45% to Php44.46 million in the same period last year on the back of increased competition and impact 
of tensions between China and the Philippines, on the country’s tourism. The company said the opening of newer 
hotels like Resorts World Manila and Scarborough-related tensions between China and the Philippines affected tourist 
arrivals for the second quarter of this year. 

 

 
 
Philippine Bond Markets 

 
Local government securities ended the week on a strong note following 
news that the ECB’s bond-buying plan to aid the faltering region would 
finally push through. Week-on-week yields declined by an average of 4 
basis points with the belly and the long ends of the curve each giving away 
6 basis points. 
 
The Bureau of the Treasury sold Php7.5 billion worth of T-bills in an 
auction held last week. Total bids amounted to Php18.72 million, nearly 
three times as much as the government’s Php7.5 billion offer. The rate of 
the six-month paper inched up by 4.3 basis points to 1.713% from the 
1.671% accepted at the Aug. 22 auction, while rate of the one-year paper 
increased by 9.5 basis points to 2.22% from 2.125% at the previous 
auction. The 91-day T-bill, on the other hand fetched 1.249%, 20.3 basis 
points lower than the 1.452% accepted at the previous auction. 
 
Philippine Peso 
 
The Philippine peso experienced relatively solid performance for the week, which brought the currency within the Php41.00 level. 
This followed the ECB’s announcement that it will proceed with the much-anticipated bond-buying program, boosting market 
sentiments. The bank will purchase sovereign bonds on the open markets in unlimited capacity to curb the sovereign debt crisis in 
the region. This announcement lifted the demand for local assets .  Week on week, the local currency gained 38 centavos, to close 
at Php41.680.  
 
The year-on-year inflation rate of the Philippines accelerated to 3.8% in August, higher than market consensus of 3.5% and 
registered as the highest level in 7 months. The uptick was  mainly due to a sharp increase in the food and non-alcoholic beverages 
sub-index (50% of CPI). On a monthly basis, consumer prices rose 0.8%, after the same sub -index climbed 1.0% due to weather-
induced supply disruptions.  
 
The Aquino administration said government spending is expected to increase further in the second half of the year Improvements in 
disbursements are also expected to be sustained. The government has been trying to improve spending to boost economic growth 
which is targeted to reach 5-6% for the whole year. Budget and Management secretary Florencio Abad said that for the first half of 
the year, spending for infrastructure and capital outlay climbed by 64.7% to Php106.2 billion. Disbursements for Maintenance and 
Other Operating Expenditures (MOOE) also moved up by 37.2% to Php134.6 billion. Meanwhile, interest payments advanced by 
14.6% to Php201.3 billion during the seven-month period and the personal services budget inched up by 9% to Php298.3 billion. 
 

The National Economic and Development Authority (NEDA) board approved Php25 billion worth of infrastructure projects as part of 
the government’s initiatives to improve the airport and railways systems in the country. The NEDA board, chaired by President  
Aquino, approved the following: Light Rail Transit (LRT) 2 East Extension project, the acquisition of new trains for the Metro Rail 
Transit Line 3 (MRT3), the Bicol International Airport in Daraga, Albay, and the New Bohol Airport in Panglao. Outgoing 

T enor 31-Aug 7-Sep  Change

1m 2.20 2.16 -4

3m 1.56 1.38 -18

6m 1.89 1.94 5

1y 2.28 2.42 14

2y 2.98 2.97 -1

3y 4.05 4.05 0

4y 4.58 4.38 -20

5y 4.82 4.78 -4

7y 4.89 4.85 -4

10y 5.03 4.97 -6

20y 5.83 5.74 -9

25y 5.90 5.89 -2

Average -4

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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Transportation Secretary Mar Roxas, who is set to take over the Department of Interior and Local Government (DILG) has said that 
the crucial infrastructure projects would push through with the NEDA approval. The Aquino administration is on track with rol ling out 
eight PPP projects by the end of the year as  three projects have already been rolled out while five others are to be opened for 
bidding. 

 

With promising economic performance during the first half of the year and a government that is prioritizing its anticorruptio n drive, 
the Philippines jumped 10 notches in the global competitiveness ranking this year to claim the 65

th
 spot out of 144 countries. The 

Philippines, according to the World Economic Forum (WEF) in its 2012-2013 Global Competitiveness Report, moved up significantly 
this year – albeit from a very low base – specifically with regard to its public institutions. The country landed the 65

th
 spot after 

registering a score of 4.23 points (out of 7 points) across 12 categories considered by businesses as major areas for determi ning a 
country’s competitiveness 

The week ahead (Sept 10 – Sept 14)  

The PSEi is expected to have an upward bias in the coming week as global markets recover after the announcement of the 
European Central Bank's bond buying program.  

Philippine stocks managed to stay above the 5,100 support level last week and will likely test the 5,300 index level before the end of 
the month. 

Market momentum will be dependent on upcoming US data over the weekend. Consensus is that the US labor department would 
report a slight growth in employment from the August level of 130,000 jobs added. 


