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December 03, 2012 

Global Financial Markets 
 
Global markets had mixed movements as worries over the Euro-zone’s continuing debt crisis and the impending US fiscal 

cliff were countered by a slew of positive economic data releases. A gloomy warning from the Organization for Economic 

Cooperation and Development did serve to dampen sentiment, however, and a risk-off stance was evident as safe-haven 

treasuries and currencies picked up for the week. 

 
 
Global Equities 
 

The US equities market experienced a topsy-

turvy week to end mostly unchanged amid a 

mixed bag of data releases including housing, 

consumer sentiment, and other economic 

indicators released in the Fed’s beige book. 

The Chicago Fed’s National Activity Index 

three-month moving average declined to -0.56 

in October from -0.36 in September. This was 

the lowest reading since 2009. The one-month 

reading fell to -0.56 from zero, recorded last 

September, making the October reading the 

sixth of the last eight months that the index has 

been negative. A negative reading indicates 

that sustained US economic performance is 

below par. The Chicago Fed stated that if the 

three-month moving average drops to -0.70, it 

would point to recessionary pressures on the 

US economy. US home prices climbed for a 

sixth straight month in September. On the other 

hand, the S&P Case-Shiller home-price index 

of 10 major metropolitan areas and the 20-city 

index climbed 0.3% month-on-on-month. On a 

seasonally adjusted basis, the increases were 

0.3% and 0.39%, just below market estimates of +0.4%, respectively. Year-on-year, the 10- and 20-city index jumped 2.1% and 3% 

respectively. Home prices for the third quarter gained 3.6% year-on-year, and 2.2% quarter-on-quarter. Chairman of S&P index 

committee David Blitzer has expressed optimism for the housing market, stating that though the “seasonally weak part of the year” 

was beginning, “housing continues to improve”.  

Consumer sentiment likewise improved, hitting its highest level since February 2008. According to the Conference Board, its index 

of consumer confidence rose to 73.7 in November, beating market estimates of 73.0, and higher than the upwardly revised 73.1 

October figure. Director of economic indicators Lynn Franco stated that over the past few months, consumers had grown 

increasingly more upbeat about the current and expected state of the job markets, and this turnaround in sentiment was helping to 

boost confidence. On the other hand, the Fed’s beige book, a report used to inform FOMC members on changes in the economy 

since the last meeting, stated that the economy grew at a “measured pace” across most of the country, though some areas showed 

weaker growth as a result of Hurricane Sandy. According to the Fed’s survey, growth improved in 9 out of the Fed’s 12 regional 

banking districts. However, manufacturing shrank or slowed in seven regions. Most districts also reported improved hiring activity, 

though wage pressure were generally described as “subdued” or “contained” throughout much of the nation. 

In Europe, investors cheered as European finance ministers finally came to an agreement with regards to aid for Greece. As result 

of the European summit in Brussels last Monday, Greece’s international creditors agreed to reduce the nation’s debt by 40 billion 

euros, trimming it down to 124% of GDP by 2020. To achieve this, euro-zone finance ministers agreed to allow Greece to buy back 

its bonds for 35 cents for each euro. Furthermore, ministers agreed to lower the interest rate charged on loans made to Greece and 

for the ECB to return profits under its Securities Market Programme to Athens.  

23-Nov-12 28-Nov-12 % Change

MSCI World 1,304.85 1,303.85 -0.08%

MSCI Europe 94.22 94.15 -0.07%

MSCI Asia-Pacific ex-Japan 443.83 445.25 0.32%

Dow Jones Industrial Average 13,009.68 12,985.11 -0.19%

S&P 500 1,409.15 1,409.93 0.06%

Global Equity Performance
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December 03, 2012 

Much of the positive releases from the world’s larger economies were dampened after the Organization for Economic Cooperation 

and Development (OECD) slashed its growth projection for the world’s economy, cautioning that failure to find a resolution on the 

US fiscal cliff and the Euro-zone debt crisis could lead to a global recession. According to the OECD, the GDP of its 34 member 

nations, which are all developed economies, would only expand by 1.4% next year. This is a significant downward revision from its 

earlier forecast of 2.2%, which was made just six months ago. Moreover, this new forecast of 1.4% assumes that the US is able to 

resolve a budget deal in January. OECD’s debut secretary general and chief economist has stated that should the fiscal cliff not be 

avoided, “a large negative shock could bring the U.S. and the global economy into recession”. 

Week-on-week, the MSCI World index slightly fell by 0.08%, led by the European region which fell 0.07% while the Asia Pacific ex-

Japan region gained 0.32%. US markets closed mixed with the Dow Jones Industrial Average index losing 0.19% and the S&P500 

index slightly picking up by 0.06%. 

Global Bonds 

 
US Treasury prices increased as concerns over the fiscal cliff and the Euro-
zone debt crisis continued to weigh on investor sentiment. For the week, the 
10- and 5-year note yield lost 6.15 and 5.82 basis points, respectively while 
the 3- and 6-month benchmarks both increased slightly by 0.51 basis points 
each.  
 
The US Treasury Department’s two-year debt offering held last Tuesday 
was met with robust interest. The US$35 billion two-year note auction 
booked a 4.07 bid-to-cover ratio, which matched the strongest measure of 
overall demand for at least two and a half years. The average yield was at a 
paltry 0.270%, the smallest rate paid to buyers in about four months. Strong 
buying interest for safe-haven treasuries was observed, despite some positive domestic data points and news of Greek’s debt deal. 
This evidenced that some investors were still anxious about the oncoming fiscal cliff and global economic health in general. 
 

Currencies  
 
Safe-haven currencies such as the US dollar and the Japanese yen moved 
slightly higher amid uncertainty over global economic conditions. However 
significant losses were mitigated by hopes that US policy makers would find 
a resolution on the US fiscal cliff, and after European finance ministers 
reached a deal on resolving Greece’s debt crisis. For the week, the euro lost 
0.07% against the US dollar and 0.41% against the Japanese yen. 

 
 
 
 
The week ahead (Dec 03 – Dec 07) 
 
Global markets ended barely changed during the shortened workweek, as gains made from positive economic releases were 

counteracted by uncertainties over the US fiscal cliff and the Euro-zone debt crisis. For the week ahead, we expect markets to 

move sideways with a downward bias as investor sentiment continues to be dragged by anxieties over global economic health. 

Market watchers will be looking out for further developments on the resolution of the US fiscal cliff by policy makers, as well as 

news on Greece’s pending financial bailout. 

  
 
 
 
 
 
 
 
 
 
 
 

US Treasury Yield Curve

Tenor 23-Nov 28-Nov  +/- bps

3m 0.086 0.091 0.51

6m 0.132 0.137 0.51

2y 0.270 0.262 -0.85

5y 0.687 0.629 -5.82

10y 1.690 1.628 -6.15

30y 2.828 2.798 -3.05

Currencies 

23-Nov 29-Nov % Change

USD/PHP 41.050 40.900 0.37%

EUR/USD 1.2976 1.2967 -0.07%

GBP/USD 1.6028 1.6008 -0.12%

USD/JPY 82.40 82.13 0.33%

AUD/USD 1.0461 1.0462 0.01%

USD/CHF 0.9282 0.9285 -0.03%

EUR/CHF 1.20414 1.20393 0.02%

EUR/JPY 106.94 106.5 0.41%
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December 03, 2012 

Philippine Financial Markets 

 
Local equities and the peso strengthened following the release of stronger-than-expected 3Q12 GDP despite lingering 
concerns on the global economic front. Meanwhile, in the local bond market, yields climbed as investors flocked to 
riskier assets.  
 
 

Local Equities  
 

The local equities market reached record-highs throughout the week following 
the release of better-than-expected 3Q12 GDP and amid global risk-on 
sentiment buoyed by positive developments regarding Greece’s bailout. Mid-
week, the index pierced the 5,600 resistance level after Greece’s international 
creditors agreed to reduce the nation’s debt by 40 billion euros, trimming it 
down to 124% of GDP by 2020. Investor sentiment ensued towards the end of 
the week after the government reported a 7.1% economic growth during the 
third quarter, faster than the market consensus of 5.4%. Week-on-week, the 
index climbed 88.11 points, or +1.59%, to close at 5,640.45. 
 

Conglomerates 
 

 According to a senior official of SM Investments Corp. (SMIC), the company is looking to grow its property footprint in 

Tagaytay by building a new “entertainment center” in the area. SMIC Executive VP and Chief Finance Officer Jose T. 

Sio has stated that there is already some development on the land adjacent to the Taal Vista Hotel, and that it was to 

be called Tagaytay Sky Ranch. He added that the Tagaytay Sky Ranch would be having a soft opening by December. 

Currently, SMIC has three developments in Tagaytay City 

Foods 

 
 San Miguel Pure Foods Co. Inc. has increased its public ownership to 15.08% after the completion of a Php6 billion 

equity deal that placed out some shares held by San Miguel Corp (SMC). The transaction allowed parent 

conglomerate SMC to unlock fresh funds for its expansion as well as alleviate the risk of trading suspension and 

delisting from the Philippine Stock Exchange (PSE). San Miguel Pure Foods had a public float of 0.08% prior to the 

transaction, which is way below the 10% minimum level listing requirement by the PSE. 

Financial 
 

 Gotianun-led East West Bank recently raised Php1.53 billion from its initial issuance of long-term high-yielding 

deposits mainly for the purposes of enhancing the bank’s liability management. The bank said in a statement that it 

expects to continue the issuance program in several tranches starting in the first quarter of 2013, or as it deems 

necessary to fund its expansion activities. 

Mining and Oil 
 

 Pangilinan-led Philex Mining Corp. (PX) is initially allocating Php1.06 billion of funds to rehabilitate and clean up its 

copper-gold mine in Padcal, Benguet. The company disclosed that Php870 million of the initial amount would be used 

to clean up the tailings spill in the Balog Creek and its convergence with Agno River until April 2013. PX VP for 

Corporate Affairs Michael Toledo has reiterated that the company “is more than willing to pay for anything and 

everything pertaining to its remediation effort and the cleanup and rehabilitation drive on the waterway affected by the 

accidental discharge of sediment in Padcal.” 

Telecommunications 

 
 Globe Telecom is looking to own as much as 70% of Lopez-controlled Bayan Telecommunications. Globe is planning 

to acquire US$180 million worth of debt papers held by Bayan’s IOU holders, which can be converted into equity later 

on. Globe said that by securing Bayan’s frequency on the 1,800-megahertz band, it can provide better quality on its 

services such as text messaging, voice and mobile data services. Moreover, the band will also enable Globe to 

provide long-term evolution (LTE) service which will allow for much faster transmission of data. 

23-Nov 29-Nov % Change

PSEi 5,552.34 5,640.45 1.59%

Philippine Stock Exchange Index
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December 03, 2012 

 
Philippine Bond Markets  

 
 
Local government prices marginally decreased during the week on the 
back of higher-than-expected GDP as investors adopted a risk-on 
sentiment and shifted to equities. Week-on-week, yields climbed by an 
average of 1 basis point, with the short- and long-ends of the curve rising 
by 5 and 4 basis points, respectively. Meanwhile, the belly dropped by 
an average of 4 basis points. 
 
The Bureau of the Treasury auctioned off Php7.5 billlion worth of 
Treasury Bills last November 26. The total amount awarded was 
composed of Php1 billion worth of 91-day bills at an average yield of 
0.200%, Php1.21 billion worth of 182-day bills--the only one that was 
partially awarded-- at an average yield of 0.527%, and Php4 billion worth 
of 364-day bills at an average yield of 0.549%. The government received 
tenders totaling Php12.94 billion, much lower than the bids totaling 
Php21.91 billion during the auction held last November 12. 
 
 
Philippine Peso 
 
The Philippine peso strengthened during the week breaking into the 40 per dollar zone. This was mainly attributed to the better than 
expected GDP released last November 28. Week-on-week, the local currency gained 15 centavos to close at 40.900. 

 

The country’s gross domestic product (GDP) for the third quarter of 2012 unexpectedly grew by 7.1% year-on-year. This was much 
higher than the 5.4% consensus and the highest since late 2010. Data released by the National Statistical Coordination Board 
(NSCB) showed that on the supply side, growth was driven by the services (+7.0% YoY) and industrial (+8.1% YoY) sectors. On the 
demand side, growth was fuelled by the increase in consumer (+6.2% YoY) and government (+12.0% YoY) spending and 
investments in construction (+24.8% YoY). Taking the upwardly revised 2Q GDP—now at 6.0% from the previous 5.9%— into 
consideration, the country’s YTD average GDP is now at 6.5%. 

 

Merchandise imports went up by 3.6% year-on-year to US$5.27 billion in September compared with US$5.08 billion recorded in the 
same period last year. On a monthly basis, imports rose by 4.1% from the US$5.06 billion recorded in August. The increase can be 
attributed to the rise in mineral fuels, lubricants and related materials which surged by 44.2%. 

 

According to data from the National Statistical Coordination Board (NSCB), income from tourism went up by 10.2% to Php571.3 
billion last year. Among the various tourism-related activities, shopping accounted for the largest share with 22.9%, followed by 
accommodation, and entertainment & recreation with 11.2% and 6.8%, respectively. Tourism Undersecretary Domingo Ramon C. 
Enerio said that there is renewed confidence in the macroeconomic development of the country as well as the business climate, 
which is getting better. There were more arrivals in 2011 compared to 2010 and the previous years. 

 

The Bureau of Customs (BOC) anticipates higher revenues in December along with an expected increase in imports. Customs 
Commissioner Ruffy Biazon said he hopes that higher import volume in December would help the agency meet its collection target 
of Php347 billion even though it would be difficult to achieve. He added that BOC has taken steps to clear the ports and remove the 
overstaying containers in order to accommodate surge in imports in December and avoid any downtime in business operations. 

 

The Bureau of Internal Revenue (BIR) is looking to collect Php1.278 trillion next year, from an initial target of Php1.238 tr illion, 
following the expected passage of the sin tax measure before the end of 2012. According to BIR Commissioner Kim Henares, if the 
Congress approves the sin tax measure, the collection target will increase by Php40 billion. Henares added that it would be a big 
challenge to meet a loftier goal of Php1.278 trillion as the agency is still struggling to meet the Php1.066 trillion target this year. 

 

 

 

Tenor 23-Nov 29-Nov  Change

1m 1.04 1.01 -3

3m 0.54 0.50 -4

6m 0.70 0.89 20

1y 0.91 0.99 8

2y 2.93 2.99 7

3y 3.92 3.83 -9

4y 4.27 4.19 -8

5y 4.02 3.98 -4

7y 4.11 4.07 -3

10y 5.02 5.04 2

20y 5.78 5.96 18

25y 5.92 5.86 -6

Average 1

Peso Yield Curve                                       

(PDST-F Reference Rates)
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The week ahead (Dec 03 – Dec 07)  

Philippine stocks will trade with a downward bias this week after 5 straight days of positive gains. Support is seen at the 5,500 level 
while the resistance is seen at 5,700. Short-term profit-taking will be driven by lofty Philippine valuations (2012) especially after a 
4% market gain in November. The market's charge brought P/E multiples closer to 18x, a steep premium to peer countries Asian 
bourses which trade at less than 14x.  

Limiting the market's downside, however, will be the release of CPI figures. A low figure will raise hopes of a further rate cut in the 
next policy meeting. Strong GDP numbers for the 3rd quarter were driven by the resilience of several sectors led by consumer, 
property and infra-related industries. This could trigger interest in stocks which act as proxies to the economy such as AC, SM, MPI, 
DMC and JGS. 

Meanwhile, market participants in the local fixed income and currency markets will anticipate the release of November inflation. 
Furthermore, investor sentiment would be influenced by the developments in the global economy led by the ongoing Euro-zone 
crisis and the imminent fiscal cliff in the world’s largest economy. 

 

 


