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October 17, 2011 
  Global Financial Markets 
 
Global equity prices moved upwards during the week as investors were influenced by hopeful sentiment towards Europe. 
Relatedly, US treasury prices decreased as the demand for safe havens fell given positive strides in Europe and safe-
haven currencies weakened due to increased risk sentiment.  

 
Global Equities 
 
Global equity markets finished positive this week given 
calming concerns with regards to the continuing European 
saga. Mostly fueled by the pledge made by France and 
Germany to resolve the Euro-zone’s banking and 
sovereign debt crisis, investors were hopeful for lasting 
progress in resolving the region’s issues. In addition, 
better than expected reports on US economic indicators 
further supported the global equity market upward. MSCI 
World, MSCI Europe and MSCI Asia-Pacific ex-Japan all 
moved upwards by 4.04%, 2.71% and 8.82%, 
respectively. For the US specifically, the Dow Jones 
Industrial Average increased by 3.19% while the Standard 
& Poor’s 500 Index jumped by 3.32% week-on-week. 
 

 France and Germany pledged to resolve the Euro-
zone’s banking and sovereign debt crisis  by 
presenting a comprehensive plan by the end of the 
month. 
 

 Companies may be starting to slow the pace of 
dismissals as US unemployment benefits increased 
less than what was expected. Applications for 
jobless benefits rose only by 6,000, to 401,000, compared to the market estimate of 410,000.  

 American employers added more workers in September than what was forecasted, easing concern that the economy is slipping 
into another recession. Payrolls increased by 103,000, compared to the market estimate of 60,000. 

 Mortgage applications in the US increased last week as low borrowing costs boosted refinancing. The Mortgage Banker’s 
Association’s index went up by 1.3% in the period ended October 7, 2011 from the prior week. 

 The Bank of England eased policy more than expected. The asset purchase program, which supposedly amounted 200 billion, 
was expanded to 275 billion. 

 Initially, Slovakia’s governing coalition failed to  agree on a deal in preventing the collapse of the plan to rescue heavily indebted 
European nations. However, after further discussion, the nation eventually decided to expand the region’s rescue fund. 
 

Global Bonds 

 

 Similar to global equity markets, optimism towards the European 
debt crisis as well as positive economic reports dominated 
sentiment on global bond markets. Yields across the various tenors 
increased as the demand for the safety of US debt was sapped by 
the positive sentiment of investors. The 10-year benchmark and 
the 30-year bond yields went up by 19.62 basis points and 20.12 
basis points, respectively. On the shorter end, the 2-year note yield 
increased only by 1.33 basis points.  
 

 US treasury yields increased on speculation that Europe’s leaders will be able to contain the region’s debt crisis. 
 

 The US began selling $66 billion in notes and bonds this week. 
 
 
 

06-Oct-11 13-Oct-11 % Change

MSCI World 1,123.85 1,169.21 4.04%

MSCI Europe 79.80 81.96 2.71%

MSCI Asia-Pacific ex-Japan 370.69 403.38 8.82%

Dow Jones Industrial Average 11,123.33 11,478.13 3.19%

S&P 500 1,164.97 1,203.66 3.32%

Global Equity Performance
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Tenor 6-Oct 13-Oct  +/- bps

3m 0.000 0.015 1.52

6m 0.020 0.051 3.05

2y 0.264 0.277 1.33

5y 1.002 1.102 10.06

10y 1.987 2.183 19.62

30y 2.950 3.151 20.12
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October 17, 2011 
Currencies 
  

 Week-on-week, the US dollar weakened against most of its peers as 
demand for the reserve currency waned as a result of hopeful 
sentiment towards Europe. As people continue to speculate positive 
developments in Europe, the region’s currency continued to 
strengthen. The euro gained against both the US dollar and the 
Japanese yen to close at 1.3791 and 106.17, respectively. 
  

The week ahead (October 17 to October 21) 
 

 Trading during the past week was driven by optimism for an orderly 
resolution to the European crisis. A turnaround may occur if investors 
are disappointed with the plan the European leaders come up with. 
On the other hand, the upward momentum may continue if the plan turns out to be effective. 
 

 For fixed income and currency markets, investors are open to take more risk as a reaction to recent developments. As the 
situation in Europe becomes more stable, the demand for haven assets for both of the markets may continue to drop in the 
next week. 

 
 

Philippine Financial Markets 
 
Local stocks completed a perfect week of gains which were driven by news of positive strides aimed at resolving Europe’s 
debt crisis and on continued confidence towards the country’s solid fundamentals. Local government securities and the 
Philippine peso both experienced sell-offs after periods of strength as traders realized gains. 
 
 
 Local Equities 
 

 The Philippine Stock Exchange – the region’s  best performing equities 
market – posted its seventh consecutive advance on Friday as buyers were 
encouraged by positive developments in the European front – both on new 
efforts by the Euro-bloc’s financial leaders to strengthen their banking 
system and to put in place a sustainable plan to deal with their region’s 
massive debts. Week-on-week, main-share index gained another 144.14 
points, or +3.60%, to close at 4,153.40. Furthermore, since the start of the 
PSEi’s seven day rally, the main-share index has gained 330.27 points, or 
+8.64%, to rebound from its 3,823.13 close last two Wednesdays ago.  

 
 The much-awaited merger between Lucio Tan-led banks – Philippine National Bank (PNB) and Allied Banking Corporation 

(ABC) – has taken a step closer to being achieved after the board of ABC approved the execution of a voting trust agreement 
on its holdings in Oceanic Holding Ltd. Recall that banking regulators mandated ABC to divest from its holdings in the 
aforementioned holding company which indirectly owns Ocean Bank in San Francisco. Once merged, the two banks will solidify 
its position as the fourth largest bank in the country in terms of assets. 

 
 Leisure and gaming firm Belle Corp. is fast-tracking the development of the Belle Grande Manila Bay, its US$750-million 

integrated complex. The company has provided guidance that the construction of the entertainment complex is on track for a 
grand opening in 2013. The complex will be offering a total of 880 rooms under three brands of five -star and six-star hotel 
chains. Belle Grande Manila Bay will also have a total gaming area of 19,626 square meters with 350 gaming tables and 1,900 
slot machines. 

 
 
 

 
 
 

 
 
 

Currencies 

7-Oct 14-Oct % Change

USD/PHP 43.540 43.370 0.39%

EUR/USD 1.3378 1.3791 3.09%

GBP/USD 1.5562 1.5770 1.34%

USD/JPY 76.73 76.98 -0.32%

AUD/USD 0.9768 1.0214 4.57%

USD/CHF 0.9272 0.8981 3.24%

EUR/CHF 1.24066 1.23861 0.17%

EUR/JPY 102.66 106.17 -3.31%
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7-Oct 14-Oct % Change

PSEi 4,009.26 4,153.40 3.60%

Philippine  Stock Exchange  Index
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Philippine Bond Markets 
  

 The local GS market slipped into correction mode towards the end of the 
week as players exploited the post-retail treasury bond (RTB) pricing rally to 
realize portfolio gains. Prior to the RTB pricing session, yields dipped as the 
market was flush with liquidity and in search for investment outlets. Week-
on-week, bid yields dipped by an average of 8.07 basis points on average 
across the yield curve.    

 
 The debt stock of the national government climbed 3.1% year-on-year in the 

first seven months of the year. Data released by the Bureau of the Treasury 
(BTr) showed that the debt of the country reached Php4.746 trillion as of 
end-July of this year or Php140.8 billion higher than the Php4.605 trillion 
level as of end-July last year. The reason cited by the Treasury was the 
continued appreciation of the peso against the dollar as well as other third 
currencies including the Japanese yen and the Euro. Month-on-month, the 
debt of the national government retreated by 1.3% from the end-June level 
of Php4.81 trillion.  

 
 As proof of ample liquidity in the local financial system, the Bangko Sentral 

ng Pilipinas (BSP) released data showing that banks secured less 
rediscounting loans from the central bank. Official data showed that in the 
first three quarters of the year, the BSP extended Php20.12 billion in 
discount loans to the banking sector, 56.5% lower from the Php46.28 billion 
reported in the same period last year.  

 
Philippine Peso 

 
 Despite demand for emerging market currencies broadening, the peso 

appreciated by only 18.5 centavos or 0.42% week-on-week as the local 
currency was prone to sell-offs during periods of strength. Traders took 
advantage of the peso’s drop the other Tuesday – its weakest level against 
the greenback in more than eight months – to accumulate the local 
currency, only to unwind these positions to cash-in on gains. The USD/PHP 
exchange rate traded within a narrow 46-centavo band during the week, 
with the currency pair unable to hold on to back-to-back winning days given 
whippish trading. The currency pair closed at 43.355 per dollar.   

 
 The economic team of the national government is looking at further lowering the economic growth forecast of the country for 

this year and next year given the slower-than-expected growth registered in the first half of the year, as well as the damages 
wrought by the recent typhoons that hit the country. Minutes from the cabinet-level Development Budget Coordination 
Committee (DBCC) showed that economic managers are looking at lowering the 2011 GDP forecast further to a range of 4.4% 
to 5.4% from the previously-revised range of 5% to 6% and to 5%-6% instead of the 7%-8% range for next year. 

 
 President Aquino unveiled a Php72 billion stimulus package of public works and poverty reduction projects to insulate the 

country from a drastic global economic slowdown. The additional spending for the rest of the  year includes a support fund for 
local governments worth at least Php6.5 billion. The stimulus package was firmed up after the President’s consultations with 
foreign leaders and businessmen during his recent trips to China, the US and Japan. 

 

 The country’s merchandise exports posted a 15.1% year-on-year drop in August this year, the largest decline in 24 months, 
due to the general slow-down in the global economy which cut the demand for electronics and semiconductors. According to 
data from the National Statistics Office (NSO), exports amounted to US$4.053 billion in August of this year, paling in 
comparison to the US$4.774 billion in the same month last year. Month -on-month, exports dropped by 8.5%. Electronics 
shipments, which account for more than 50% of total export value, shrank 30.6% to US$2.074 billion in August from US$2.989 
billion a year earlier. 

 
The week ahead (October 17 to October 21) 
 

 Market sentiment during the past week pointed towards firming confidence in the financial markets, with market  players clearly 
biased towards riskier assets such as equities and emerging market currencies given news of measures taken to contain the 
debt-crisis over at Europe. The local bourse has become the best-performing market in the region year-on-date and is on a 

T enor 7-Oct 14-Oct BPS Change

1m 3.97 3.57 -40

3m 2.92 2.80 -12

6m 2.73 2.68 -5

1y 2.71 2.72 1

2y 2.98 2.90 -8

3y 4.02 4.01 -1

4y 5.05 5.07 1

5y 5.46 5.29 -17

7y 5.33 5.35 2

10y 6.12 6.01 -11

20y 7.47 7.48 1

25y 7.64 7.57 -7

Average -8

Peso Yie ld Curve                                          

(PDST -F Re fe rence  Ra tes)

T enor 7-Oct 14-Oct BPS Change

ROP13 2.5900 1.7000 -89.0

ROP16N 3.0740 2.7480 -32.6

ROP19N 4.1210 3.8850 -23.6

ROP20 4.0910 3.8600 -23.1

ROP21 3.9340 3.8370 -9.7

ROP24N 5.0260 4.8760 -15.0

ROP26 4.7760 4.6610 -11.5

ROP30 5.3940 5.2210 -17.3

ROP32 5.2540 5.0620 -19.2

ROP34 5.2460 5.0190 -22.7

Average -26.4

ROP Yie ld Curve



 

 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 advised 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. 

October 17, 2011 
seven-day winning run. While the market may be ripe for some profit-taking, buying momentum may continue and push local 
equities to higher levels given the country’s intact growth fundamentals. With the slight sell -off of local bonds, traders may see 
an opportunity to increase positions. However, buying sentiment for local fixed income securities would be tempered by the 
muted growth forecasts of the government. Barring external headwinds, support for the peso is expected over the coming 
weeks as remittances from overseas Filipino workers start flocking in for the holiday season and as foreign flows come into the 
country in search for yield enhancement. 

 
 


