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September 24, 2012 

 
Global Financial Markets 
 
Global markets started the week strong as investors continued to ride the momentum of last week’s quantitative easing 
announcements from both the ECB and the Fed. Investor sentiment was boosted further following the Bank of Japan’s 
decision to increase its asset-purchase program later on during the week. However, the week’s gains were tempered by 
disappointing manufacturing data from Asia and Europe, as well as continuing signs of contractions from the world’s 
biggest economy. 

 
Global Equities 
 
Global equities moved sideways as 

investors took back profits from 

substantial gains made following 

last week’s quantitative easing 

announcements. Investors were 

also emboldened after the Bank of 

Japan’s unexpected decision to join 

the QE-bandwagon and adjust its 

monetary policy, causing Asian 

markets to end the week slightly 

higher despite dismal 

manufacturing data released in 

China.  European markets 

remained relatively unchanged as 

investors continued to await Spain’s 

request for financial aid. 

Week-on-week, the MSCI World 

index inched higher by 0.38%. The 

Asia-Pacific ex-Japan region led the 

charge with a 1.88% increase, 

followed by the European region 

which gained 0.73%. US equities 

remained virtually unchanged as 

investors started to settle down 

following the previous week’s QE3-fuelled rally. The Dow Jones Industrial Average index marginally moved up by 0.42%, while the 

S&P500 index crept higher by 0.02%. 

Economic releases during the week pointed to a continuously cooling global economy, even as governments around the world are 

increasing efforts to mitigate this slowdown. 

 US industrial output declined sharply last month. Industrial production lost 1.2% in August, the steepest drop since March 

2009. July’s output was also downwardly revised to show growth of 0.5%, from the previous release of +0.6%. Capacity 

utilization slowed as well, falling to 78.2% from 79.2%. Some of the decline could be attributed to Hurricane Isaac, which 

the Fed estimated to have caused a 0.3 percentage point drop in over-all production. Furthermore, manufacturing activity 

decreased significantly contracting 0.7% following a 0.4% gain last July. Many manufacturing sectors posted declines with 

motor vehicles and parts slipping 4.0%. 

 An index covering New York manufacturing activity unexpectedly dropped further into contraction in September. The 

Federal Reserve Bank of New York’s Empire State’s business conditions index fell to -10.41, much lower than market 

estimates of -2.00, after falling more than 13 points to -5.85 last August. The new orders index descended to -14.03 from -

5.50, while the shipments index sank to 2.75 from 4.09. The employment index also plunged to 4.26 from 16.47. 

 Last week, more Americans than was forecasted filed claims for unemployment benefits. An index of leading indicators 

declined for the second time in three months, further signaling weakness in the world’s largest economy. Labor 

Department figures released showed that jobless claims fell 3,000 to 382,000 during the week ended September 15, 

higher than the median forecast of 375,000 that a Bloomberg survey had projected. 

13-Sep-12 20-Sep-12 % Change

MSCI World 1,329.48 1,334.48 0.38%

MSCI Europe 93.98 94.67 0.73%

MSCI Asia-Pacific ex-Japan 428.62 436.69 1.88%

Dow Jones Industrial Average 13,539.86 13,596.93 0.42%

S&P 500 1,459.99 1,460.26 0.02%

Global Equity Performance
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 Reports released during the week showed that Chinese manufacturing activity continued to deteriorate. HSBC’s flash PMI 

for September inched up to 47.8 from 47.6 in August, though remained below 50 for the 11th-month in a row. Readings 

below 50 indicated a contraction. 

 
Global Bonds 

 
US Treasury prices were thoroughly battered by last week’s announcements of 

the Fed’s policy measures. The treasury market steadily recovered, however, 

as investors slowly shifted back to safe-haven assets following pessimistic 

economic reports released both domestically and globally. Yields moved 

slightly higher for the week, with the 10-year benchmark ending higher by 4.10 

basis points following poor demand during Thursday’s 10-year auction. 

Last Thursday, the US Treasury auctioned off US$13 billion worth of 10-year 

Treasury inflation-protected securities. The sale was met with the lowest bid-to-

cover ratio since April 2009, indicating sluggish demand for the securities. Vice 

President of Fixed Income Trading at D.A. Davidson & Co. Mary Ann Hurley 

stated that this lack of demand was surprising, given the inflation worries down 

the line. 

Currencies 
 
The euro lost ground this week, dropping 0.85% to close at US$1.3018 as 
Spain continued to delay request for aid and as manufacturing data released 
continued to evidence slowing global economic growth, driving investors to the 
safe-haven dollar. The Japanese yen also dropped slightly, following the Bank 
of Japan’s budget increase for its asset-purchase program. Week-on-week, the 
safe-haven US dollar had the most to benefit from releases of gloomy 
economic data as well as tensions between China and Japan on disputes over 
land. 

 
 
 
 
 
The week ahead (Sept 24 – Sept 28) 
 
For the week ahead, we expect global markets to move sideways as investors settle down from quantitative-easing-related surges. 
We note, however, that investor sentiment will likely be influenced by Spain’s pending request for a bail-out, as well as further 
economic releases from the world’s biggest economy next week.

US Treasury Yield Curve

Tenor 13-Sep 20-Sep  +/- bps

3m 0.097 0.107 0.99

6m 0.112 0.137 2.54

2y 0.234 0.258 2.41

5y 0.643 0.688 4.52

10y 1.723 1.764 4.10

30y 2.931 2.944 1.30

Currencies 

14-Sep 21-Sep % Change

USD/PHP 41.420 41.660 -0.58%

EUR/USD 1.3130 1.3018 -0.85%

GBP/USD 1.6217 1.6281 0.39%

USD/JPY 78.39 78.15 0.31%

AUD/USD 1.0551 1.0495 -0.53%

USD/CHF 0.9267 0.9307 -0.43%

EUR/CHF 1.21687 1.21153 0.44%

EUR/JPY 102.93 101.74 1.17%
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Philippine Financial Markets 
 

Local equities had a slow week amid profit-taking following last week’s rally. Weak manufacturing data from China 
dampened investor sentiment as well. The local bonds market rallied for the week on the back of a successfully 
concluded auction and on sustained global risk-on sentiment. Meanwhile, the local currency failed to land another 
strong outing, as the peso retreated as evidence of a global economic slowdown re-emerged towards the end of the 
week raising concerns for local exports. 

 
Local Equities  
 

After a four-day rally that began on the 12th of September following the 
announcement of QE3, the local equities market trended lower for most of 
the week as investors took profit from recent highs. Weak manufacturing 
data from China released on Thursday  as well as analyst downgrades on 
PX’s (-6.08%) company stock also helped keep markets subdued through 
the end of the week. TEL (-2.09%), and MBT (-2.93%) were the heaviest 
drags on the index comprising over half of the week’s declines while ALI 
(+3.00%) and BPI (+2.01%) helped the most in keeping the index falling 
further. Week-on-week, the PSEi fell 30.41 points, or 0.57%, closing just 
below the 5,300 level at 5,292.06.    
 
 

Conglomerates 

 
 Metro Pacific Investments Corp. (MPIC) is targeting the development of 2,000 hectares of farmland located in 

Compostela Valley into hybrid rice production area. Compostela Valley Governor Arturo Uy said that he had recently 
met with officials from MPIC and SL Agritech Corp. over the project. SL Agritech Corp. will be the one providing the 
seedlings for the planned hybrid rice production area. He added that MPIC and SL Agritech officials are requesting for 
the improvement of the road from the town center in Caragan Valley before they pursue the project. 

 
 A. Brown Company Inc., along with its three subsidiaries – Palm Thermal Consolidated Holdings Corp., Palm 

Concepcion Power Corp. and Panay Consolidated Land Holdings Corp. – have formed a joint venture with AC Energy 
Holdings Inc., a wholly owned subsidiary of Ayala Corp, to build a Php12.5 billion 135 megawatt (MW) coal-fired 
power plant in the Iloilo province. The new plant, which utilizes the latest in clean coal technology and is targeted to fill 
the anticipated tight power supply situation in the Panay and Visayas grids, is slated for groundbreaking next quarter 
and is targeted to be operational by 2015. 

 
Mining & Oil 
 

 Last September 17, listed mining firm Dizon Copper-Silver Mines, Inc. signed a Memorandum of Agreement with 
Australian-based firm Capital Gold Pty Ltd. The agreement stated that Capital Gold Pty Ltd. agreed to acquire 
exclusive mining, processing and operational rights to the Dizon copper, silver and gold tailings dam in Zambales. 
Furthermore, Capital Gold will set up a new company called “Tailings Newco”, to be incorporated under Philippine 
laws for purposes of acquiring tailing rights.  Equity sharing shall be equally divided between Dizon and Capital Gold. 

Power 
 

 Lopez-led Energy Development Corp. (EDC) is committed to develop a new geothermal project overseas. EDC said it 
is focusing on exploration projects and securing new service contracts in Chile, where it has been awarded 
geothermal exploration concessions by the Chilean Ministry of Energy. EDC has specifically stated that it will start 
preliminary survey work in its three geothermal exploration concession areas in Newen, San Rafael and Batea. It will 
also likely pursue other concession areas in its bid to put up the first geothermal power plant in Chile. 

 
Utilities 
 

 California-based investment firm Capital Group Companies has acquired around 8.7% of the outstanding capital of 
Razon-led International Container Terminal Services, Inc. (ICTSI).  In a beneficial ownership report filed to the 
Philippine Stock Exchange, ICTSI disclosed that Capital Group purchased 169.34 million shares in the port developer, 
or Php11.6 billion worth based on yesterday’s closing price of Php68.50.  ICTSI added that the shares purchased 
were held solely for investment purposes in the ordinary course of business, and not with the purpose or effect of 
changing or influencing control. 

 

14-Sep 21-Sep % Change

PSEi 5,322.47 5,292.06 -0.57%

Philippine Stock Exchange Index
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Transportation 
 

 Manila Water Co. Inc. has invested Php500 million for a new water treatment facility in Taguig which will benefit 1.5 
million residents. This is expected to provide potable water to 300,000 households living in the barangays of Upper, 
Lower, and Central Bicutan, Bagumbayan and Bagong Tanyag once completed in July 2013. Meanwhile, Maynilad 
Water Services Inc. is spending Php52 million to lay 5.6 kilometers of secondary and tertiary pipelines along 
Aguinaldo Highway in Cavite. This will connect some 1,680 accounts to Maynilad’s network. In addition, the project is 
expected to bring residents and establishments in the area 24-hour water supply at a pressure of about 16 pounds per 
square inch, once completed. 

 
 

 
 
Philippine Bond Markets 

 
Government securities ended the week on a strong note, highlighted by 
the solid performance of the short end of the curve due to the success of 
the September 17 auction and the continuous risk-on sentiment following 
the US Fed’s third quantitative easing which pushed the demand for 
emerging market assets. Week-on-week, yields declined by an average of 
16 basis points, led by the short end of the curve dropping by 47 basis 
points. The belly of the curve fell by 5 basis points while the long end of the 
curve climbed by 5 basis points. 
 
 
The Bureau of the Treasury sold Php7.5 billlion worth of Treasury Bills. 
The total amount awarded was composed of Php1 billion worth of 91-day 
bills at an average yield of 0.745%, Php2.5 billion worth of 182-day bills at 
an average yield of 1.445%, and Php4 billion worth of 364-day bills at an 
average yield of 1.906%. The government received tenders totaling 
Php23.86 billion.   
 
Philippine Peso 
 

The Philippine peso lost ground, its biggest weekly loss in a month, following the deepening global economic slowdown. Reports 
regarding manufacturing production in China continued to deteriorate, indicating another month of contraction while services and 
manufacturing output in the euro area slid to a 39-month low. Japanese exports also fell in August while balance of payment in the 
Philippines shrank. Week-on-week, the local currency shed 24 centavos, to close at Php 41.660.  
 
The Philippines’ balance of payments (BOP) continued to post on a surplus, hitting US$582 million in August although lower than 
the US$2.719 billion recorded in the same period last year. The eight-month tally of BOP has already registered at US$5.080 billion, 
surpassing the Bangko Sentral ng Pilipinas’ (BSP) forecast of US$2.6 billion. BSP Governor Amando Tetangco Jr. said that the 
BOP outlook would be reviewed next month. 
 
Remittances sent home by Philippine citizens abroad expanded by 5.4% in July, the fastest pace in 5 months, to US$1.81 billion 
which helped sustain the country’s economic growth. Cash transfers climbed 5.2% to US$11.9 billion in the first seven months.  
Bangko Sentral ng Pilipinas Governor Amando Tetangco Jr. has said that as remittances and exports increase, the central bank will 
probably boost its estimate of foreign-exchange reserves for the year. 
 
According to data released by the National Statistic Office, the country’s unemployment rate continues to remain steady at 7% as of 
July, with the 2.8 million Filipinos jobless. Out of 63.1 million Filipinos aged 15 and above, 40.4 million are in the labor force. The 
results of the survey recorded an estimate of 37.6 million employed Filipinos, which translates to an employment rate of 93.0%. 
More than half of those employed (53.3%) were employed in services, while 30.9% had farm jobs. Industry accounted for a smaller 
portion of the pie, contributing 16% of employment.  

 

 

 

 

 

Tenor 14-Sep 21-Sep  Change

1m 2.15 1.31 -84

3m 1.36 1.04 -33

6m 1.80 1.39 -42

1y 2.35 2.04 -30

2y 2.93 2.85 -8

3y 3.99 3.86 -13

4y 4.39 4.46 8

5y 4.74 4.71 -2

7y 4.85 4.76 -9

10y 4.89 4.86 -3

20y 5.75 5.84 9

25y 5.92 6.03 10

Average -16

Peso Yield Curve                                       

(PDST-F Reference Rates)
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The week ahead (Sept 24 – Sept 28)  

Despite the setback in the previous week, we see a positive bias for Philippine stocks in the coming days as traditional quarter-end 
portfolio re-balancing activities come into play. The PSEi's trading range will likely be confined between the 5,270 to 5,350 range 
and our belief is that only negative events in Europe or the US over the weekend could be the only spoiler that could cap our 
projected quarter-end rally. Companies such as AGI, BPI, URC and ALI breached their 52-week highs and may carry positive 
momentum towards next week's trading. 

 

Trading in the local fixed income and currency markets will hinge on the developments of the Bank of Japan’s monetary easing, as 
well as in China and Europe’s economies. Furthermore, data on the budget surplus/deficit for the month of August shall be released 
within the week. This will dictate market sentiment particularly in the local bonds market. 

 


