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November 14, 2011 

03-Nov-11 10-Nov-11 % Change

MSCI World 1,206.76 1,178.92 -2.31%

MSCI Europe 83.99 81.67 -2.76%

MSCI Asia-Pacific ex-Japan 412.19 405.74 -1.56%

Dow Jones Industrial Average 12,044.47 11,893.79 -1.25%

S&P 500 1,261.15 1,239.70 -1.70%

Global Equity Performance
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  Global Financial Markets 
 
Global equity prices inched down as the tension faced by the Italian and Greek governments instigated conflicting 
concerns from investors. Similarly, both the fixed income and currency markets experienced a minimal increase in 
demand for safe havens due to concern for Italy’s debt. 

 
Global Equities 
 
The past week has been dominated by good 
news ranging from the Greek referendum being 
called off to Italian Prime Minister Silvio 
Berlusconi’s offer to resign. Although this was 
the case, the global equity market had a net loss 
week-on-week. This is due to the plunge on the 
last day caused by rising tensions around Italy’s 
debt which erased gains earlier in the week. The 
MSCI World, MSCI Europe and MSCI Asia-
Pacific moved down by 2.31%, 2.76% and 
1.56% respectively. For the US indices, the Dow 
Jones Industrial Average went down by 1.25% 
while the Standard & Poor’s 500 Index fell by 
1.70%. 

 Service industries in the US expanded at a 
slower pace supporting Federal Reserve 
Chairman Ben S. Bernanke’s view for a 
slow recovery in the world's largest 
economy. The ISM Non-Manufacturing 
Composite index fell to 52.9 in October 
from 53.0 the previous month. 

 Job reports in the US showed limited 
progress. Initial jobless claims fell to 397,000 for the week ended October 29 from a previous month’s 406,000. 

 New orders for manufactured goods in the US grew to $1.4 billion or 0.3% in September. The rise was unexpected since the 
market estimate for the month was a 0.2% decline. 

 US jobless rate unexpectedly fell in October while employers added fewer workers than forecast. The unemployment rate fell to 
9.0% from 9.1% the previous month. 

 Inventories of US wholesalers declined in September as a gain in sales helped distributors keep stockpiles in line with dem and. 
There was a 0.1% decrease from the previous month while the market estimate was a growth of 0.5%. 

 The electronics retailer Best Buy agreed to acquire a fast-growing American cellphone joint venture from the Carphone 
Warehouse Group. 

 McDonald’s Corp. reported strong sales for October. Compared to a market estimate of 4.1% growth, sales grew by 5.5% year -
on-year. 

 Greek Prime Minister George A. Papandreou called off his plan to let the voters decide on whether or not the bailout fund from 
the European Union will be adopted by the Greek government. The referendum was held off because even the opposition New 
Democracy Party stated that it would back the debt deal. 

 Greek Prime Minister George A. Papandreou agreed to create a transitional administration to ove rsee the country’s debt-relief 
deal with the European Union and then hold early elections. He also agreed to resign once the details were completed.  

 As a surprise from the new European Central Bank president Mario Draghi, the regulating institution cut its  main rate by 0.25% 
to 1.25%. 

 Italian Prime Minister Silvio Berlusconi failed to gather a majority in a key vote in the lower house of Parliament. The gove rning 
coalition got 308 votes in the 630 member-lower house of parliament, putting pressure on Berlus coni to resign to which he 
agreed to. Though this has put Italian borrowing costs at a record high of 6.743% for the 10 -year tenored security, investors 
hope that this will help tame the debt crisis. 
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US Treasury Yield Curve

Tenor 3-Nov 10-Nov  +/- bps

3m 0.000 0.000 0.00

6m 0.031 0.020 -1.02

2y 0.238 0.230 -0.82

5y 0.920 0.906 -1.33

10y 2.073 2.056 -1.70

30y 3.122 3.106 -1.53

Currencies 

4-Nov 11-Nov % Change

USD/PHP 42.920 43.290 -0.85%

EUR/USD 1.3792 1.3641 -1.09%

GBP/USD 1.6033 1.5911 -0.76%

USD/JPY 78.24 77.40 1.09%

AUD/USD 1.0375 1.0153 -2.14%

USD/CHF 0.8847 0.9061 -2.36%

EUR/CHF 1.22000 1.23597 -1.29%

EUR/JPY 107.88 105.58 2.18%
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4-Nov 11-Nov % Change

PSEi 4,271.72 4,312.96 0.97%

Philippine  Stock Exchange  Index

Global Bonds 

 

 The US bond market yields ended up not moving much week-on-
week as gains in yields earlier in the week brought about by easing 
concern on Greece’s bailout were pared by an increase in demand 
for safe havens due to the tensions in Italy. Looking at the 
movement week-on-week, the 10-year benchmark yield sled by 
1.70 basis points  while the 2-year note yield inched down by 0.82 
basis points. For the farther end, the 30-year bond yield stepped 
down by 1.53 basis points. 

 Italian bond yields climbed above 7%, the level at which Greece, 
Ireland and Portugal sought international bailouts. 

 
Currencies 
  

 Week-on-week, demand for the US dollar slightly increased as Italy’s 
debt yields reached a record high, prompting concern towards the 
debt crisis. The euro and Swiss franc both weakened against the US 
dollar to 1.3641 and 90.61 centimes, respectively. On the other 
hand, the Japanese yen strengthened to 77.40 against the 
greenback.   
 

The week ahead (November 14 to November 18) 
 

 Similar to the past months, the week was mainly driven by news 
from Europe. Although the gains for the week were pared by concern 
signaled by Italy’s debt yields, the yields seem to have subsided 
prompting investors to take on more risk again. Given this, the global equity market may turnaround this week if news from 
Europe continues to be positive, particularly in terms of the transition in both the Greek and Italian governments.  

 For the fixed income and currency markets, demand for safe havens might continue if pressure for the resignations of the prime 
ministers of Greece and Italy turn out to be a disorderly change for the region. 

 
Philippine Financial Markets 
 
Local stocks end the trading week with gains as the resilience of the country’s economy attracted investors amid 
international uncertainties. Local government security yields and the Philippine peso both experienced a decline due to 
risk aversion prompted by concern for the debt crisis. 
 
 Local Equities 
 

 Local equities ended a rather volatile trading week with healthy gains, with 
the country’s intact fundamentals and grow th prospects compelling 
investors to take positions in stocks despite uncertainties coming from 
abroad. The main-share Philippine Stock Exchange index (PSEi) closed the 
week at 4,312.96, up by 41.24 points or 0.97% week-on-week. 

 SM Development Corp. (SMDC), the residential development unit of the SM 
conglomerate of tycoon Henry Sy, announced that its bottom -line jumped 
51% in the first nine months this year to Php3.1 billion on the back of robust sales. In its disclosure to the stock exchange , 
SMDC said revenues from real estate operations reached Php11.3 billion, up 86% from Php6.1 billion a year earlier. Strong 
sales take-up of the company’s residential projects coupled with expected construction completion rates contributed 
significantly to SMDC’s positive results. 

 

 Port terminal operator International Container Terminal Services, Inc. (ICT), reported that its net income for the first nine  
months of the year advanced 39% to US$101.4 million from the same period last year. Company officials attributed the 
improvement to the rise in revenues, which was up 29% year-on-year, a lower effective tax rate, and a non-recurring gain on 
sale of non-core assets. Without the effect of non-recurring income and charges in both 2010 and 2011, net income for the 
same time period would have been US$95.3 million, 50% higher than the previous year. 
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T enor 4-Nov 11-Nov % Change

ROP13 1.70 1.87 -17

ROP16N 2.75 2.36 39

ROP19N 3.89 3.40 48

ROP20 4.09 3.68 41

ROP21 3.93 3.71 22

ROP24N 5.03 4.53 50

ROP26 4.78 4.50 28

ROP30 5.39 4.98 41

ROP32 5.25 4.90 35

ROP34 5.25 4.89 36

Average 32

ROP Yie ld Curve

T enor 4-Nov 11-Nov % Change

1m 2.28 2.21 -7

3m 1.20 1.06 -14

6m 1.38 1.23 -15

1y 1.60 1.35 -25

2y 2.98 2.82 -16

3y 3.84 3.79 -5

4y 4.95 4.87 -8

5y 5.23 5.04 -19

7y 5.19 5.20 1

10y 5.97 5.90 -6

20y 7.44 7.29 -15

25y 7.50 7.39 -12

Average -12

Peso Yie ld Curve                                          

(PDST -F Re fe rence  Ra tes)

 Metro Pacific Investments Corp. (MPIC) has continued on its hospital -acquisition spree, disclosing that it had closed a deal to 
buy a controlling stake in Asian Hospital, lnc. for Php1.456 billion. In a statement, MPIC said it reached an agreement to buy 
shares from various parties to control a 57% stake in Asian Hospital, the sixth medical center in the conglomerate's portfoli o. 

 
Philippine Bond Markets 
  

 PDST-F reference rates were down across the curve by an average of 12 
basis points. The drop in most tenors was brought by a lower-than-
estimated headline inflation reading last month and on account of 
heightened risk-aversion, with investors seeking the relative safety of 
government debt.  

 

 According to a survey conducted by the Bangko Sentral ng Pilipinas 
(BSP), economists further expect inflation to ease this year on the back of 
fragile global economic growth due to weaker than expected expansion in 
advanced economies. Based on the BSP’s Private Sector Economists’ 
Inflation Forecast for the third quarter, inflation would average 4.5% 
instead of the previous quarter’s 4.7% prediction. The survey also 
showed that inflation this year and next year would fall within the central 
bank target range of 3% to 5%. 

 

 An official from the International Monetary Fund (IMF) said that the 
national government should stick to its deficit-reduction target, saying that 
efforts to boost economic growth should not come at the expense of a 
gaping budget deficit. IMF deputy managing director Naoyuki Shinohara, 
who was in Manila for a four-day visit until Monday, considered the 
deficit-reduction schedule of the Philippine government to be prudent. 
Under the government’s fiscal plan, the country’s budget de ficit should be 
reduced to 2% of the country’s gross domestic product (GDP) by 2013 
from an estimated 3% this year. 

 
Philippine Peso 

 

 The local currency depreciated by 0.86% week-on-week against the US 
dollar to finish at Php43.290 as traders shed holdings  in the local 
currency amid global uncertainties. Demand for emerging market 
currencies, including the peso dipped as fears that Italy will slip into a 
default spooked market participants.  

 

 Total assets of banks operating in the Philippines continued to post double-digit growth as of end-August even amid economic 
uncertainties in advanced economies. In its Q3 2011 Inflation Report, the Bangko Sentral ng Pilipinas (BSP) reported that 
resources of the country’s banking sector went up 11.8% to Php7.4 trillion  as of end-August this year from Php6.6 trillion a year 
ago. Universal and commercial banks accounted for almost 90% of total resources while thrift, savings and rural banks 
cornered the remaining 10%. BSP officials attributed the increasing resources of the banking industry to the growth in currency 
and deposits that indicates the public’s continued trust in the banking sector. 

 

 Funds parked at the Bangko Sentral ng Pilipinas (BSP) in the form of special deposit accounts (SDAs) surged 77.8% year -on-
year as of September 2011 as investors continued to seek high-yielding investment instruments due to a lack of major 
infrastructure and development outlets in the country. Data released by the BSP showed that SDAs reached Php1.62 trillion as 
of end-September, Php708.6 billion higher than the year-ago level of Php911.4 billion. 

 
The week ahead (November 14 to November 18) 
 

 With no major economic release set for the coming week, domestic financial markets should take cue from developments 
overseas, particularly in peripheral Europe. As such, we see the main-index trading range bound, settling anywhere between 
4,200 – 4,400 for the week. Meanwhile, even with the risk of foreign funds shifting out of the Philippine bond market, we see 
strong support for bond prices due to government security maturities over the coming weeks. This massive liquidity will would 
push down rates as investors try to buy back into government bonds. 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. 


