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November 26, 2012 

Global Financial Markets 
 
Global markets recovered from the previous week’s losses following the release of upbeat data from the US and China. 
Furthermore, though talks on Greece’s financial bailout package have yet to be concluded, investors are hoping for a final 
resolution by next week’s meeting. Equities markets and riskier currencies had much to gain from this week’s over-all 
risk-on sentiment while the safe-haven bonds declined. 
 

 
Global Equities 
 

Global equities rallied for much of 

the week, buoyed by optimistic 

economic releases from the US 

and China. A ceasefire between 

Israel and the Palestinians further 

fuelled a risk-on sentiment among 

investors. However, significant 

gains were tempered after 

European Finance Ministers and 

the IMF failed to form a deal 

regarding Greece’s bailout this 

week.  

In the US, a raft of positive data 

releases on housing, employment 

and other economic indicators 

lifted optimism in the market. 

Home-building climbed to its 

highest rate in more than four 

years. Housing starts rose by 

3.6% month-on-month, much 

higher than market estimates of a 

3.7% decline, to a seasonally 

adjusted annual rate of 894,000. 

The figure far exceeded market 

estimates of 840,000 and was the 

highest reading since July 2008. Moreover, the National Association of Realtors disclosed that sales of previously owned homes 

rose for a sixteenth consecutive month. Data released showed that existing-home sales increased 2.1% month-on-month beating 

market estimates of a 0.2% decline. Year-on-year, sales increased by 10.9%. Likewise, though consumer sentiment halted its climb 

for the month of November, it was still at the highest level in five years. The Thomson Reuters/University of Michigan’s overall index 

of consumer sentiment came out at 82.7, lower than market estimates of 84.5 but slightly higher than October’s 82.6. The study 

also said that while consumers were optimistic, this positive sentiment was hinged on the promise of no higher taxes, except on the 

wealthy. Releases on the resolution of the fiscal cliff were also quite positive. During the week, US congressional leaders 

announced that they had agreed to a swift negotiation process so as to avoid the so-called fiscal cliff. Senate Majority Leader Harry 

Reid has stated that both the White House and the congressional staff would begin working together next week to sort out the 

details, and suggested to reconvene in two weeks’ time. Reid added that they were not going to wait until last minute to “get  things 

done”, and that there was a plan they were going to follow. 

Over in Europe, hopes of a resolution for Greece’s fiscal woes were dashed after European Finance Ministers and the IMF failed to 

reach an agreement that would clear the way for bailout funds for the country. Instead, the Ministers would resume discussions on 

November 26 so as to “allow time for further technical work on some elements of this package”. Further dampening the mood was 

Moody’s credit rating downgrade for France after expressing concern on the country’s fiscal outlook. Though still investment grade, 

France has lost its coveted triple-A rating, and is now one notch lower at Aa1.  
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Asian markets were relatively quiet for the week, mostly reacting to developments in Europe and the US. Japan’s Nikkei 225 ra llied 

earlier on as investors were optimistic that opposition leader Shinzo Abe, who strongly supported more monetary easing measures, 

would be the next prime minister. The week ended on a positive note after HSBC reported that manufacturing activity in China 

expanded for the first time since October 2011, suggesting that the country’seconomy was starting to gain steam after several 

months of slowdown. The bank’s purchasing managers’ index registered at 50.4 in November, versus 49.5 the previous month. 

Week-on-week, the MSCI World Index gained 2.92%, led by the European region which increased 2.28% and the Asia-Pacific ex-

Japan region which picked up 1.48%. The Dow Jones Industrial Average index and the S&P500 index also advanced 2.35% and 

2.79%, respectively.  

Global Bonds 

 
US Treasury prices declined for much of the week as upbeat economic 
data caused investors to flock to equities rather than safe-have bonds. For 
the week, the 10- and 30-year benchmarks gained 8.68 and 8.90 basis 
points, respectively. The 2-year note yield also climbed 2.82 basis points. 

 

Last Wednesday, the US Treasury Department sold US$13 billion in 10-
year Treasury Inflation Protected Securities at an average yield of -0.72%. 
This was the sixth straight auction where yields were negative. Bidders 
offered US$2.52 for every dollar of securities sold, a figure slightly under 
average compared to recent auctions.  

 

In an effort to avoid a European bailout, Spain increased its finances by selling 3.88 billion euros worth of debt during an auction 
concluded on Thursday. The amount exceeded the maximum target of 3.5 billion euros. In a separate transaction, the country also 
sold 3.27 billion euros of notes maturing September 2017. These were sold to Spain’s welfare reserve fund at a yield of 4.792%. At 
present, the country’s Treasury Department has already sold all of the bonds it had planned to issue for the year, and is still 
planning to push through with auctions to meet next year’s financial requirements. 

 
Currencies  
 

Safe-haven currencies retreated as investors moved to riskier assets in light of 
the improving global economic backdrop. The Japanese yen continued last 
week’s decline, still dragged down by talks of another round of monetary 
easing. For the week, the euro gained 2.19% against the Japanese yen and 
1.17% against the US dollar. The Japanese yen also lost 1.02% against the 
US dollar. 
 
 
 
 
 
 
The week ahead (Nov 26 – Nov 30) 
 
This week, global markets took their cue from developments in both the US fiscal cliff and Europe’s debt crisis. US markets had a 
shortened work week as markets were closed on Thursday and half of Friday in observance of the Thanksgiving holiday. 
 
For the week ahead, we expect markets to trade sideways as investors await more economic releases from the world’s biggest 
economy, including initial jobless claims, the new orders index and the Conference Board’s Consumer Confidence Index. Market-
watchers will also be anticipating any developments on the resolution of the US fiscal cliff, and the results of the meeting among the 
EU’s Finance Ministers on November 26. 
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Philippine Financial Markets 

 
Local equities pared the previous week’s losses on optimism over the financial sector, buoyed by M&A stories within 
the Philippine banking industry.  Meanwhile, yields declined and the peso strengthened following the passage of the sin 
tax bill which increased the country’s chances of reaching an investment grade status. Speculation of another rate cut 
also helped boost demand for government securities. 
 

Local Equities  
 

The local bourse sustained its upward trend, setting new record highs during the 
week. Financials (+5.08%) led the index’s gain, following talks of a merger & 
acquisition (M&A) between BPI (+8.67%) and PNB (+17.16%), which will soon 
acquire Allied Bank. Other financial stocks were likewise bought up on 
speculation of higher valuations for the sector. Moreover, encouraging economic 
releases from the US and hopes of a resolution for the fiscal cliff fueled investor 
sentiment. Week-on-week, the PSEi soared 113.06 points, or +2.08%, to close at 
5,552.34 Friday. 
 

Financials 

 
 In an aim to expand its national footprint, China Bank Savings, Inc. (CHIB) will acquire Pampanga-based Unity Bank 

after securing an approval from the Bangko Sentral ng Pilipinas (BSP). The acquisition entails an additional 15 

branches, bringing the total figure to 47 branches. Based from a filing to the stock exchange, CHIB will inject a total of 

Php360 million in fresh capital in Unity bank, of which Php40 million will be used to purchase 99.95% of the rural 

bank’s outstanding subscribed capital stocks. 

 
Property 

 
 Gokongwei-owned Robinsons Land Corp. (RLC) recently launched its biggest lifestyle block development in the 

Ortigas Central Business District (CBD), which would feature art deco architecture with the goal of bringing back 

Manila’s “glory days”. The Sapphire Bloc will be built on an 8,400 square meter (sqm) property surrounded by a 

variety of restaurants, dessert bars and coffee shops. RLC Vice President May Precilla has stated that they had 

expanded the project from 5,000 sqm to take advantage of the strong demand for residential and commercial projects 

in the area. The first tower, the 38-story North Tower, is slated for turnover by 2016. Expected sales from the first 

tower is Php1.6 billion. 

Mining 

 
 Pangilinan-led Philex Petroleum Corp. (PXP) is planning a to start a series of talks with China National Offshore Oil 

Corp. (CNOOC) regarding the development of the potentially resource-rich Recto Bank in Northwest Palawan. Last 

April, the firm had a meeting with government-owned CNOOC in Beijing to discuss the project. Earlier, PXP had 

announced that it was open to partnering with anyone who could aid in extracting the potential resources of the Recto 

Bank, which could be found near the controversial Spratly Islands. Chairman Manuel V. Pangilinan stated that a 

timeframe for these talks was yet to be plotted considering the recent political transition in China. 

Power 

 
 Energy Development Corp. (EDC) posted a net income of Php8.57 billion in the first nine months of the year which is 

a significant turnaround from the Php488 million net loss incurred in the same period a year ago. The company said 
that subsidiaries Green Core Geothermal Inc. (GCGI) and First Gen Hydro Power Corp. (FGHPC) provided huge 
contributions as these registered net incomes of Php2.16 billion and Php2.77 billion, respectively. GCGI’s net income 
came from the operations of the 305-megawatt Tongonan I and Palinpinon power plants while FGHPC drew their 
income from the sale of electricity and ancillary services from the Pantabangan-Masiway hydroelectric plants. 
 

 Manila Electric Co. (Meralco) has set Php11 billion in capital expenditure in 2013. According to Meralco Chairman 
Manuel V. Pangilinan, it will be used mainly to improve the distribution system, upgrades and fund its smart grid plan. 
Another company official, Meralco President Oscar Reyes said the Php11 billion for 2013 is higher than this year’s 
Php9 billion. He pointed out that the company is anticipating growth in demand so they want to stay ahead and put in 
place a stronger distribution network and customer service infrastructure. 

16-Nov 23-Nov % Change

PSEi 5,439.28 5,552.34 2.08%

Philippine  Stock Exchange  Index



 

 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. 

November 26, 2012 

 
Industrials 
 

 EEI Corp. posted a 25% increase in its nine-month net income to Php728.37 million. The Yuchengco-led firm said the 

increase was mainly due to robust activity in the construction business. Consolidated revenues increased by 63% to 

Php10.14 billion which predominantly came from domestic operations.  Furthermore, revenues from local construction 

contracts rose by 75% to Php7.7 billion while revenues from services went up by 39%. 

 
Philippine Bond Markets  

 
Prices of local government securities rallied during the week on strong demand 
both from local and foreign investors. The country’s strong macroeconomic 
fundamentals continued to attract foreign funds. Furthermore, investors have 
priced in a possible rate cut before the year ends given benign inflation and the 
large losses the central bank suffered from high interest payments. The 
passage of the sin tax bill, which is expected to substantially increase the 
government’s revenue, has likewise boosted demand for local bonds. For the 
week, the yields declined by an average of 15 basis points. The drop was 
observed across the curve, with the short, intermediate and long portions of 
the curve falling by 11, 21, and 10 basis points, respectively.   
 
The Bureau of the Treasury sold Php9 billion worth of 7-year Fixed Rate 
Treasury Notes (FXTN)  with an average yield of 3.982% in an auction 
concluded last Tuesday. The notes were sold at a coupon rate of 3.875%. 
Total bids received was at Php35.43 billion, almost four times the 
government’s initial offer. 
 
 
Philippine Peso 
 
The Philippine peso rebounded during the week as hopes were high that US officials would be able to resolve the fiscal cliff and  on 
positive data releases from the US and China, increasing demand for higher-yielding assets. Moreover, the passage of the bill on 
liquor and cigarettes has increased the country’s chances of achieving the much-coveted investment grade status.  Week-on-week, 
the local currency gained 28 centavos to close at 41.050.  

 

According to data from the Bangko Sentral ng Pilipinas (BSP), the country’s balance of payments (BoP) surplus rose by 190.38% 
year-on-year to US$604 million in October compared to the US$208 million registered in the same period a year ago. BSP Deputy 
Governor Diwa Guinigundo noted that the BoP has been in surplus since 2005, primarily driven by current account which has been 
in surplus since 2003. Moreover, the current account surplus has been fuelled by exports, remittances, tourist receipts and BPO 
(business process outsourcing) revenues. 

 

The Bureau of Internal Revenue’s (BIR) collections for October climbed by 22% year-on-year to Php86.1 billion from Php70.5 billion 
registered in the same period a year ago. According to revenue officials, the increase could be attributed to tighter tax audits and 
continuous efforts to go after tax evaders. However, the BIR still missed the Php86.18 billion collection target for the month. 
Moreover, the collections for October brought the 10-month figure to Php858.6 billion. Internal Revenue Commissioner Kim 
Henares said last week that the tax bureau was confident of surpassing the Php1 trillion mark as far as tax collection was 
concerned. 

 

For 2013, the government is looking to borrow as much as US$3.2 billion from foreign sources. The proceeds will be used to help 
fund development projects and programs, as well as to settle maturing dollar-denominated debts. According to National Treasurer 
Rosalia de Leon, this amount is slightly higher than the estimated US$3 billion that the government would have borrowed for 2012. 
She added that around US$1.5 billion to US$2 billion of the money to be borrowed next year would be secured through the sale of 
government bonds in the international market. 
 

According to data from the Bangko Sentral ng Pilipinas (BSP), bank resources expanded at a faster pace in September, growing by 
6.84% to Php7.864 trillion from the Php7.360 trillion registered in the same period last year. The uptick was attributable to the 

Tenor 16-Nov 23-Nov  Change

1m 1.09 1.04 -5

3m 0.58 0.54 -4

6m 0.89 0.70 -20

1y 1.07 0.91 -16

2y 3.00 2.93 -7

3y 3.99 3.92 -7

4y 4.34 4.27 -7

5y 4.23 4.02 -21

7y 4.74 4.11 -63

10y 5.16 5.02 -13

20y 5.87 5.78 -9

25y 6.01 5.92 -8

Average -15

Peso Yield Curve                                       

(PDST-F Reference Rates)
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increase in resources of universal, commercial and thrift banks. Assets of universal and commercial banks likewise climbed by 
6.91% to Php7.054 trillion from last year’s Php6.598 trillion while thrift banks expanded by 7.89% year-on-year to Php622.39 billion. 

 

The week ahead (Nov 26 – Nov 30)  

After reaching fresh record-highs last week, Philippine equities looked ripe for profit-taking as the PSEi nearly breached the 5,600-
index level last Thursday. The PSEi will likely trade within the 5,484 to 5,579 range for the coming week but will have an upward 
bias by end of the week. Valuations rose to near 5-year highs with price to earnings (P/E) valuations for 2012 touching 17.5x .  

Several market catalysts however will be at hand to support equity sentiment in the short term. These include month-end window-
dressing activities, strong GDP expectations and merger and acquisition (M&A) stories within the Philippine banking industry.  

On the peso and the fixed income market, the country’s resiliency is once again in the limelight with GDP and trade and budget 
balances slated to be released this week. Better-than-expected figures would attract foreign funds into the countries, causing the 
peso to further appreciate and bond yields to decline. However, profit-taking and lingering concerns on the Euro-zone and the US 
should cap these gains.  

 

 


