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November 19, 2012 

Global Financial Markets 
 
On-going worries regarding the Euro-zone debt crisis and the looming US fiscal cliff were evident this week as global 

markets struggled to stay afloat amidst strong headwinds. Conversely, safe-haven treasuries and currencies benefited 

from investors’ over-all risk-off sentiment. 

 

 
Global Equities 
 

Global equities continued last week’s 

downward trend as investor sentiment 

was dampened by resurgent anxieties 

over the Euro-zone. Furthermore, with 

the US presidential election finally 

concluded, investors now switched their 

focus to the country’s impending fiscal 

cliff. 

Economic data releases in the US were 

mostly downbeat as the after-effects of 

Hurricane Sandy finally came into play. 

Sales declined for the month of October 

as data released showed that retail and 

food service sales lost 0.3% to a 

seasonally adjusted US$411.59 billion. 

This was much lower than the upwardly 

revised gain of 1.3% last September. The 

number of jobless claims in the US also 

soared last week. Claims rose 78,000 to 

a seasonally adjusted 439,000, well 

above market estimates of 375,000 for 

the week ended November 10. According 

to a Labor Department analyst, Hurricane 

Sandy was the main cause of the 

increase because many people were left without work after their places of occupation were shut down. In New York, manufacturing 

activity shrank for a fourth consecutive month. The Federal Reserve Bank of New York’s Empire State business conditions  index 

inched up slightly to -5.22, against estimates of -8.00, from -6.16 last October. The Fed surveyed businesses on how the recently 

passed Hurricane Sandy had affected production, but only 21% of the firms based there reported a severe loss of activity caused by 

adverse weather conditions. However, all firms in the New York City area did report some degree of reduction in activity, mostly 

because of the loss of power and communication. Moreover, fears on the fiscal cliff were reinforced as Bank of America CEO Brian 

Moynihan disclosed his belief that the impacts of the country’s fiscal cliff were already felt in the economy. He stated that  the bank’s 

chief financial officers saw that managers were unwilling to jump into any investment decisions until they had more certainty on 

what the government would do on fiscal policy. Moynihan added, “The impacts of the fiscal cliff are already being felt. Simply put, 

our clients tell us they need more clarity before they can invest.” 

Worries over the Euro-zone appeared to be valid as well, as data released just last Thursday showed a second consecutive 

contraction in the region’s economic growth, which fell 0.1% quarter on quarter just as market estimates had forecasted. The only 

silver lining was Germany, which grew modestly at +0.2% over market estimates of +0.1%, and, surprisingly, France which also 

grew 0.2%. German Economy Minister Philipp Roesler stated that his country had grown as expected for the third quarter, but was 

likely to show weaker development in the near future as a result of the ongoing debt crisis. Other economic releases for the week 

included unsatisfactory industrial production in the Euro-zone, which slumped 2.5% month-on-month, lower than market estimates 

of -2.0%, as well as a climbing unemployment rate in Portugal, which rose at 15.8% from 15% during the 2nd quarter. Furthermore, 

the recently agreed-upon austerity measures in Greece were met with protests from the populace across the region. On a less 

08-Nov-12 15-Nov-12 % Change

MSCI World 1,276.72 1,253.86 -1.79%

MSCI Europe 93.27 91.57 -1.82%

MSCI Asia-Pacific ex-Japan 443.92 433.57 -2.33%

Dow Jones Industrial Average 12,811.32 12,542.38 -2.10%

S&P 500 1,377.51 1,353.33 -1.76%

Global Equity Performance
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pessimistic note, The European finance ministers granted Greece until 2016, or two extra years, to trim down its budget deficit to 

2% of GDP. However, the decision on how to cover Greece’s additional financial requirements of as much as 32.6 billion euros was 

put off until next week.  

Meanwhile, in Asia, markets took their cue from both the US and Europe, dropping as worries over the Euro debt crisis and US 

fiscal dilemma prevailed. Some dismal news was likewise observed with the Japanese economy showing a contraction in 3Q2012, 

the first for the year. The Japanese Cabinet Officer claimed that the country’s Gross Domestic Product fell 0.9% during July-

September, or 3.5% year-on-year. Economists surveyed by Reuters had expected the figure to register a 3.4% decline. 

Week on week, the MSCI World index lost 1.79%, led by the Asia Pacific ex-Japan region which declined 2.33% and the European 

region which gave up 1.82%. US equities similarly retreated, with the Dow Jones Industrial Average index paring 2.10% and the 

S&P500 index falling 1.76%. 

Global Bonds 

 
On Thursday, US Treasury yields were just two basis points from a 10-

week low ahead of reports that could show a slowdown in US industrial 

production for October. Contrary to the sharp decline in equities, bond 

prices were boosted as investors adopted a risk-averse sentiment, flocking 

to safe-haven assets amid strong global headwinds. Prices increased over-

all for the week, especially on the long end as the 10- and 30-year 

benchmarks lost 2.20 and 1.99 basis points respectively. The two-year 

note yield likewise lost 1.59 basis points. 

 
Currencies  
 
The euro held up surprisingly well against its trading counterparts despite a 

blight of bleak economic data and outlook across the world. The shared 

currency managed to hold its ground, buoyed by steady GDP data from 

France and Germany, and a supportive statement from EU member Olli 

Rehn. According to the Finnish politician, the union was working on Greek 

aid sustainability. He added that future economic growth in the region 

would be more sustainable as well. On the other hand, the Japanese Yen 

weakened considerably after a contraction in the country’s 3Q GDP fuelled 

speculations of another bout of easing from the Bank of Japan. Week on 

week, the euro gained 0.28% against the US dollar. The Japanese Yen lost 

1.85% and 2.14% against the US dollar and the euro respectively. 

 
 
The week ahead (Nov 19 – Nov 23) 
 
For the week ahead, we expect markets to trade sideways as investors await more economic data releases from the US. Investors 

will monitor the industrial production data which will be released on Friday, housing data which will be released on the 19
th

 and 20
th
, 

as well as initial jobless claims to be released on the 21
st
. Moreover, all eyes will be on Greece as the EU finance ministers meet 

once more on Tuesday to discuss and agree on the how the country’s funding gap can be plugged. 

  
 
 
 
 
 
 
 
 

US Treasury Yield Curve

Tenor 8-Nov 15-Nov  +/- bps

3m 0.086 0.076 -1.03

6m 0.137 0.132 -0.51

2y 0.258 0.242 -1.59

5y 0.637 0.622 -1.49

10y 1.615 1.593 -2.20

30y 2.751 2.731 -1.99

Currencies 

9-Nov 16-Nov % Change

USD/PHP 41.050 41.260 -0.51%

EUR/USD 1.2714 1.2749 0.28%

GBP/USD 1.5896 1.5877 -0.12%

USD/JPY 79.49 80.99 -1.85%

AUD/USD 1.0387 1.0344 -0.41%

USD/CHF 0.9488 0.9445 0.46%

EUR/CHF 1.20587 1.20416 0.14%

EUR/JPY 101.05 103.26 -2.14%
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Philippine Financial Markets 

 
Local equities slipped back and the peso weakened on lingering concerns on the Euro-zone and US fiscal cliff. 
Meanwhile, in the local bond market, yields declined following a positive exports figure for the month of September 
coupled with the country’s strong macroeconomic fundamentals.  
 
 

Local Equities  
 

After reaching all time intra-day high on Monday of 5,488.92, the PSEi traded 
negatively for most of the week as concerns about the fiscal cliff in the United 
States and renewed fears regarding Greece overshadowed positive corporate 
earnings and improved domestic export data. Changes to the MSCI indices 
also affected local issues as MER (-4.97%)  was deleted from the index and 
BDO (-1.39*), SMPH (-0.69%), and ALI (-0.22%) were reduced on weight. Top 
gainers for the week include MWC (+5.58%), EDC (+3.61%), and FGEN 
(+3.10%) who were picked up after 3Q2012 earnings beat analyst 
expectations. Week on week, the PSEi gave away 29.51 points or -0.54% 
ending the week at 5,468.79. 
 

Conglomerates 
 

 Ayala Corp. reported that its net income in the nine months to September of this year rose by 19.34% to Php8.7 billion 

from Php7.3 billion registered in the same period last year. Ayala said that this was mainly driven by the robust 

performances of its property, banking and water businesses which offset the decline in equity earnings from its 

telecom business. Property developer Ayala Land expanded its net income by 26.58% year-on-year to Php6.62 billion 

and Bank of the Philippine Islands (BPI) grew net income by 37% to Php13.2 billion from year-ago levels. Meanwhile 

Manila Water Co. registered 26.69% increase in its net income for the same nine months to Php3.94 billion. 

 Gokongwei-led JG Summit Holdings (JGS) posted a third quarter net income which grew 63.99% year-on-year to 

Php4.69 billion. The company disclosed that the increase in net income could be attributed to the additional Php1 

billion dividend income received from PLDT last September. Furthermore, an uptick in bond prices brought more 

marked-to-market gains from their financial assets. JGS’s total net income for the first 9 months of the year is now at 

Php15.47 billion, 30% higher than the Php11.90 billion registered for the same period last year. 

 San Miguel Corp, (SMC) saw its net income in the first nine months of the year surge by 61% to Php19.2 billion. This 

was mainly attributed to foreign exchange gains and increased contributions from its power generation unit. The 

company said in a statement that consolidated sales revenue climbed by 29% to Php509.2 billion on higher sales of 

SMC Global Power Corp and favorable selling prices of its product lines. 

Foods 
 

 Jollibee Foods Corp. (JFC) registered a 20.4% increase in its net income for the first nine months of 2012 to Php2.47 

billion, mainly due to improved margins and higher sales in its domestic and foreign businesses. Moreover, JFC 

posted a net profit in the third quarter at Php881.7 million or 18.9% higher recorded in a year-ago levels as system-

wide sales rose 12.1% to Php22.42 billion. The company said sales growth was broad-based and volume driven 

which resulted from better recognition of customers on its products and services. 

 Food and beverage firm RFM Corp., reported that its net income in the first nine months of 2012 rose by 47% to 

Php440.6 million. Likewise, the company’s sales expanded by 13% to Php7.85 billion. According to RFM president 

and chief executive officer Jose A. Concepcion III, the company’s improved income performance was attributed to the 

faster growth of its higher margin businesses and lower costs of raw materials such as milk and sugar. 

 
 
 
 
 
 

9-Nov 16-Nov % Change

PSEi 5,468.79 5,439.28 -0.54%

Philippine Stock Exchange Index
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Financial 
 

 Yuchengco-led Rizal Commercial Banking Corp. (RCBC) reported that its net income in the first nine months ending 

September, rose by 17.65% to Php4.8 billion compared with the Php4.08 billion registered in the same period last 

year. The bank’s net interest income climbed by 4.5% to Php8.36 billion as its loan portfolio and deposits grew by 

12.95% and 7.02%, respectively. Meanwhile, the firm’s non-interest income expanded by 22.25% to Php8.72 billion, 

brought about by hefty earnings from securities and foreign exchange trading, which surged by 49% 

 Security Bank Corp registered a net income of Php6.2 billion in the first three quarters of the year or 55% higher than 

was registered in the same period a year ago. Likewise, its net interest income rose by 9% to Php6 billion while its 

non-net interest income climbed by 137% to Php5 billion. The increase was attributable to the bank’s hefty gains from 

trading as well as service charges and fees which buoyed income from lending. According to Security Bank President 

Alberto Villarosa, the bank’s year-to-date performance reflects clients’ positive sentiment on domestic economic 

activity as well as the bank’s agility in taking advantage of the opportunities. 

 
 
Philippine Bond Markets  

 
Local government securities prices marginally increased during the week 
on the back of positive exports data and healthy macroeconomic 
fundamentals. However, profit-taking was observed which slightly 
increased yields on some of the tenors particularly on the long-end of the 
curve. Week-on-week, yields declined by an average of 1 basis point with 
the short-end and belly of the curve dropping by 4 and 3 basis points, 
respectively. Meanwhile, the long-end of the curve went up by an average 
of 7 basis points. 
 
The Bureau of the Treasury sold Php7.5 billion worth of Treasury Bills 
during an auction held last November 12. The total amount awarded was 
composed of Php1 billion worth of 91-day bills at an average yield of 
0.150%, Php2.5 billion worth of 182-day bills at an average yield of 
0.450% and Php4 billion worth of 364-days bills at an average yield of 
0.680%. The government received tenders totaling Php21.91 billion, three 
times of the total offered volume. 
 
Philippine Peso 
 
The Philippine peso declined after posting a strong performance in the 
previous week. This was attributable to the profit-taking made by local investors during the week. The early effects of the looming 
US fiscal cliff and resurgent concerns over the euro-zone further dampened investor sentiment. Week-on-week, the local currency 
shed 28 centavos to close at 41.330. 

 

For the month of September, the total amount of remittances sent home by Filipinos working abroad increased at a slower pace of 
5.9% year-on-year to US$1.84 billion, as compared to the 7.6% year-on-year increase observed last August. The slowdown was 
attributed to the cooling global economy, which weakened the demand for labor. For the year, the BSP has forecasted that the 
remittances would expand by 5%. 

 

The country’s exports recovered for the month of September as outward shipments grew 22.8% year-on-year to US$4.78 billion. 
The growth was attributed by the increase in value of shipments of commodities, most notably were tuna (+128%), metal 
components (+116.6%) and bananas (+87.8%). On a monthly basis, exports also increased by 26.0% from the US$3.80 billion 
registered in August.  This brought the cumulative merchandise exports for January-September to US$40.067 billion or 7.2% higher 
than $37.376 billion recorded in the same period a year ago. Electronics, which is the country’s top export, comprised 38.3% of total 
revenues. The Philippines’ top export destination for the month of September was Japan, with revenues reaching US$1.47 billion, 
followed by the US, which registered US$602.89 million. 

 

Tenor 7-Nov 16-Nov  Change

1m 1.19 1.09 -10

3m 0.62 0.58 -4

6m 0.87 0.89 2

1y 1.10 1.07 -3

2y 3.09 3.00 -10

3y 4.04 3.99 -5

4y 4.31 4.34 3

5y 4.29 4.23 -7

7y 4.69 4.74 5

10y 4.94 5.16 21

20y 5.85 5.87 2

25y 6.03 6.01 -3

Average -1

Peso Yield Curve                                       

(PDST-F Reference Rates)
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According to data released by the Bangko Sentral ng Pilipinas (BSP), foreign direct investments (FDI) yielded net inflows of US$13 
million for the month of August, 83% lower than the US$76 million net inflows registered in the same period last year. The BSP said 
this decline could be attributed to investors’ cautious stance due to weak global economic prospects and financial strains in 
advanced economies. However, the total FDI for the January-August period climbed by 61.2% year-on-year to US$1.038 billion. 
This figure is US$162 million short of the BSP’s US$1.2 billion forecast for 2012. 

 

According to the Bureau of the Treasury (BTr), the total outstanding debt of the National government as of September 2012 rose to 
Php5.21 trillion, Php342.2 billion higher than Php4.870 trillion registered in the same period last year. On a monthly basis, the 
amount of outstanding obligations as of end-September climbed by Php31.9 billion or 0.6% from the August level. This was mainly 
driven by Php49.3 billion increase of domestic debt due to the combined effects of net issuance of government securities and the 
continuous appreciation of the peso. 

 

According to data released by the Bangko Sentral ng Pilipinas (BSP), bank lending growth slowed to its lowest level in 18 months 
for the month of September. Outstanding loans granted by universal and commercial banks, excluding central bank placements, 
went up by 13.5% to Php3.003 trillion as of September, down from the 14% increase in the first eight months of the year. However, 
including money from the BSP, loans rose at a faster rate of 14.2% from 12.4% a month earlier. BSP Deputy Governor Juan de 
Zuñiga said that the recent rounds of monetary policy easing along with favorable outlook for domestic should continue to support 
credit growth. However, he did not provide the reasons for the slower growth. 

 

The week ahead (Nov 19 – Nov 23)  

The Philippine equities will trade with a negative bias next week as investors discount most of the companies' third quarter earnings 
results. The earnings released were well within expectations although several companies notably reported earnings that were 
ahead of forecasts including: BPI, BDO, SECB, FGEN and EDC.  

After failing to surpass the 5,488 resistance level, we expect profit-taking to ensue, especially during the MSCI's re-balancing that 
takes effect on December 1, 2012. Based on the latest re-weighting on large cap issues, Meralco will officially be deleted from the 
MSCI, thereby causing the share price to drop within the week. On the other hand, Ayala Corp. (AC) will be increased in weight, 
while BDO, SMPH, ALI, SMC and SM will officially be reduced. Furthermore, the PSE’s trading range is expected to be between 
5,383 (support) and 5,488 (resistance). Limiting the market's downside will be the release of the third quarter GDP numbers on 
November 23. 

Meanwhile, sideways trading is expected in the local fixed income and currency markets as these will hinge on the release of the 
third quarter GDP. Investor sentiment will be further affected by the developments of the global economy which is still headlined by 
the continuing crisis in the Euro-zone and the looming fiscal cliff in the US.  

 

 

 


