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December 5, 2011 

Global Financial Markets 
 

Global equity prices zoomed up this week as more support was announced for the European region, pushing investors to 
expect an orderly resolution to the region’s current woes. Similarly, both the fixed income and currency markets 
experienced easing demand for safe havens as investors expected positive results from the easing of central banks in US 
dollar borrowing rates. 
 
Global Equities 
 
For the past week, investors were quite positive 
on global equities because of the record 
Thanksgiving sales that gave markets the push 
that it needed after consecutive losses and the 
concerted action made by six central banks to 
help ease the short term pressure in Europe. 
These were especially helpful since there were 
continuous signs of the contagion spreading 
throughout Europe during the past days, 
particularly seen in the rising borrowing costs in 
different parts of Europe. Given this, the MSCI 
World, MSCI Europe and MSCI Asia-Pacific ex-
Japan moved up by 7.69%, 8.39% and 7.65%, 
respectively. For the US, the Dow Jones 
Industrial Average and the Standard & Poor‘s 
500 Index increased by 7.02% and 7.41%, 
respectively. 
 

 Six major central banks launched a joint 
effort to provide cheap, emergency US 
dollar loans to banks in Europe. These 
banks are the US Federal Reserve, the 
Bank of Canada, the Bank of England, the Bank of Japan, the European Central Bank and the Swiss National Bank. 

 Fitch Ratings downgraded the outlook on the US‘ triple-A credit rating to ―negative‖ from ―stable‖. The ratings agency pointed at 
the declining confidence that fiscal measures necessary to place US public finances on a sustainable path and secure its ‗AAA‘ 
sovereign rating will be forthcoming. 

 New home sales in the US slightly grew in October. Sales reached an annual pace of 307,000 from a previous month‘s revised 
303,000. 

 Mortgage applications in the US plunged last week as refinancing experienced a slump. The Mortgage Banker‘s Association‘s 
Index fell 11.7% from the prior week. 

 According to an ADP report, private employment in the US which excludes government jobs, climbed by 206,000 this month. 
This is more than expected as the market estimate was only at a 130,000 growth. 

 Business activity in Chicago expanded more than anticipated. The Institute for Supply Management Chicago announced that its 
business indicator went up to 62.6 compared to the market estimate of only 58.5. 

 The Federal Reserve‘s latest beige book showed that the economy grew in most parts of the US from October to early 
November. 

 Fitch downgraded Portugal‘s credit rating from BBB- to BB+ which is considered to be junk status. It should be noted, however 
that Standard & Poor‘s still rates Portugal as investment grade. 

 Standard & Poor downgraded Belgium‘s long term sovereign credit rating by one mark to AA from AA+. This movement places 
its credit rating at two levels below triple A status. 

 Moody's cut Hungary's bond rating by a notch to Ba1 late Thursday. 
 
 

24-Nov-11 01-Dec-11 % Change

MSCI World 1,099.84 1,184.46 7.69%

MSCI Europe 76.31 82.71 8.39%

MSCI Asia-Pacific ex-Japan 380.05 409.12 7.65%

Dow Jones Industrial Average 11,231.78 12,020.03 7.02%

S&P 500 1,158.67 1,244.58 7.41%

Global Equity Performance
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Global Bonds 

 

 The US bond market yields generally moved up for the week 
because of the action made by the six central banks to help contain 
the ill-effects of the debt crisis. The 10-year benchmark yield went up 
by 20.38 basis points while the 2-year note yield moved down by 
0.79 basis points. For the longer end, the 30-year bond yield 
increased by 25.69 basis points. 

 Italian bond yields rose even more prompting continuing concern for 
the sustainability of Italian debt. The 2-year bond yield reached 
7.81% compared to 4.63% the previous month while the 3-year bond 
yield peaked at 8.13%. 

 
Currencies 
  

 Week-on-week, the US dollar weakened against most of its peers as 
six central banks eased short term funding costs for European 
Banks. Both the euro and Swiss franc gained against the reserve 
currency to 1.3475 and 91.65 centimes, respectively. On the other 
hand, the Japanese yen, being a safe haven as well, slightly 
weakened against the greenback to 77.81. 
 

The week ahead (December 5 – December 9) 

 

 This week, markets primarily moved based on actions toward the debt crisis. However, since the struggle continues to go even 
further with numerous credit downgrades seen this week, volatility in the global equity market will most probably continue next 
week. Given that, a decline can happen next week if there is no positive development towards the Euro-zone debt crisis. 

 For the fixed income and currency markets, demand for safe havens eased this week due to positive expectations for the 
current crisis. Demand for safe havens might resurface if the European Central Bank meeting on December 8 and the 
European Union Heads of States on December 9 do not produce convincing results. 

US Treasury Yield Curve

Tenor 24-Nov 1-Dec  +/- bps

3m 0.015 -0.005 -2.04

6m 0.056 0.046 -1.01

2y 0.262 0.254 -0.79

5y 0.878 0.965 8.67

10y 1.884 2.087 20.38

30y 2.834 3.091 25.69

Currencies 

25-Nov 2-Dec % Change

USD/PHP 43.940 43.270 1.55%

EUR/USD 1.3239 1.3475 1.78%

GBP/USD 1.5439 1.5686 1.60%

USD/JPY 77.73 77.81 -0.10%

AUD/USD 0.9711 1.0256 5.61%

USD/CHF 0.9300 0.9165 1.47%

EUR/CHF 1.23137 1.23497 -0.29%

EUR/JPY 102.89 104.82 -1.84%
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Philippine Financial Markets 

 
The local stock market was only marginally up, underperforming against its peers, as a downbeat 3rd Quarter GDP print 
tempered gains traced from the rebalancing of the MSCI’s Philippine Index. Conversely, local government bonds rallied 
amid speculation that the central bank will slash its policy rates due to the soft economic reading. The peso strengthened 
against the dollar as favorable developments in Europe improved investors’ appetite for risky assets. 

 
Local Equities 
 

 The local stock market was only marginally up, underperforming against 
its peers, as a downbeat 3

rd
 Quarter GDP print tempered gains traced 

from the rebalancing of the MSCI‘s Philippine Index. MSCI-related trades 
mostly dominated the action in the local bourse, pushing trade volume to 
peak to Php14.9 billion last Thursday. Except for the Industrial sub-index 
(-0.54%), all sub-indices ended in the green: Mining and Oil (+5.47%), 
Holding (+2.33%), Financial (+1.69%), Property (+1.66%), and Services 
(+0.82%). Lepanto shares, LC (+13.16%) and LCB (+5.85%), First 
Philippine Holdings (+5.07%), SM Prime Holdings (+4.36%), and BPI 
(+3.92%) posted the largest gains. Meanwhile, Universal Robina (-6.71%), ICTSI (-5.98%), Meralco (-4.35%), Filinvest Land (-
1.83%), and Jollibee Foods Corporation (-1.43%) registered the biggest losses.  

 
Conglomerates 
 
 Food-to-power giant San Miguel Corp. (SMC) lost 2.31% Tuesday to close at a two-week low after the Presidential 

Commission on Good Government (PCGG) said that the Solicitor General will ask the Supreme Court to reinstate its 
appeal against a ruling which upholds SMC Chairman Eduardo Cojuangco‘s 20% ownership on the conglomerate. Last 
July, the PCGG failed to prove its claim that Mr. Cojuangco had used public finances during the Marcos era to build a 
stake in SMC. 
 

 Top Frontier Investment Holdings Inc., the controlling shareholder of San Miguel Corp. (SMC), has raised Php1.07 billion 
through the sale of a portion of its stake in the food and power conglomerate. In a disclosure to the Philippine Stock 
Exchange, SMC said Top Frontier had unloaded nine million common shares of SMC. The shares were crossed at 
Php119.12 each on Thursday. The transaction, which analysts said may be for cash management, involved a small portion 
of Top Frontier‘s stake in SMC. As of end-September, Top Frontier held 1.22 billion common shares of SMC equivalent to 
a 36.67% interest. 
 

 An Alliance Global Group official claimed that it expects to finalize a partnership deal with the Hilton Worldwide group 
before 2012 to build a hotel in Pasay City. ―We are looking to bring in a Hilton hotel in Resorts World,‖ Archie Nicasio, 
public relations and marketing manager for Alliance Global‘s unit Travellers International Hotel Group. Adding another 
hotel would allow Travellers International to broaden its market base to include business travelers and their families, Mr. 
Nicasio added. 
 

 Metro Pacific Investments Corporation Chairman, Manny V. Pangilinan, claimed in an interview that they may join in 
bidding for the modernization of the Philippine Orthopedic Center, one of the public-private partnerships (PPP) scheduled 
to be offered to investors in 2012. ―We would be interested to look at it. It depends on the condition of the hospital and the 
terms, under which the government would bid it out,‖ Mr. Pangilinan commented. Initial estimates show that the project will 
cost Php1.5 billion. 
 

Telecommunications 
 

 Index heavyweight Philippine Long Distance Telephone Co. (TEL) ended at a 6-month high Thursday after its unit PLDT 
Global Corp. and Axiata Group Bhd. signed an agreement to provide mobile virtual network operator services in Malaysia.  
Meanwhile, TEL said that investments into subsidiary Connectivity Unlimited Resource Enterprise Inc. (CURE) has 
reached Php1 billion and it is likely that this same amount will be received by the telecom giant when it sells this asset. 
Divestment from CURE is a condition that TEL needs to satisfy to be able to complete its Php74 billion acquisition of 
Digital Telecommunications Philippines Inc. (DGTL). 
 

 Despite competing against a larger player, Fitch Ratings upgraded Globe Telecom‘s credit rating to BBB- from BB+, with a 
stable outlook. The rating agency believes that Globe will benefit from the market consolidation through a more stable 
pricing environment in the medium term. However, Fitch warned that Globe‘s credit metrics may fall in 2012 due to lower 
earnings before interest, taxes, depreciation, amortization, and rent. In a separate report, Fitch kept its BBB- and A- long-
term foreign and local currency rating on PLDT. 

25-Nov 2-Dec % Change

PSEi 4,261.59 4,290.92 0.69%

Philippine Stock Exchange Index
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 Ayala-led Globe Telecom disclosed that it signed a Php5-billion loan agreement with the Rizal Commercial Banking 

Corporation (RCBC) to fund capital expenditures for 2012. The 7-year, fixed-rate loan is the second loan agreement the 
telecom giant entered into this year, the first one being a Php7-billlion loan from another local bank for capital expenditures 
for 2011. Globe recently announced that it would be spending US$790 million to improve its network services. Roughly 
80% of this amount will be spent in 2012 and 2013. 

 
Property 

 
 Megaworld has signed a contract with Clark Development Corporation to develop a 550-hectare leisure complex in Clark. 

Megaworld‘s chairman, Andrew Tan, claimed that they will be investing Php7 billion into the project that will hold offices, 
commercial and residential facilities. They estimate that the first phase of the project would be completed by 2015. 
 

 Megaworld executive director and senior vice president, Kingson Sian, confirmed reports that it is delaying its Php3.5 
billion joint project with the Government Service Insurance System to put up a mixed-use condominium within the Cultural 
Center of the Philippines. Company officials withheld any information about the deferment. 
 

 Travellers International Hotel Group, the company responsible for Resorts World Manila, announced that it is committed to 
spend US$1.1 billion for a bigger complex called, Resorts World Bayshore, at the Pagcor Entertainment City along Manila 
Bay. ―There‘s going to be more open space, more amenities and retail space will be bigger. We‘re building another theater. 
There are a few more things we want to put there which we can‘t put in Newport City because of lack of space,‖ Kingson 
Sian, president of Travellers, claimed. 

 
Energy 

 
 Power generation industry leaders Energy Development Corp. (EDC) and Aboitiz Power Corp. (AP) may participate in a 

bidding to provide 300 MW worth of baseload power needs to 21 electric cooperatives in Mindanao. 
 

 Energy Development Corp. (EDC), the world‘s second-largest geothermal energy producer has inked an agreement with 
Hot Rock Ltd. of Australia to acquire a 70% interest in four projects in Peru and Chile. 
 

Food, Beverage, and Tobacco 
 
 Leading fastfood chain Jollibee Foods Corp. (JFC) has completed the sale of its coffee and gelato business for Php20 

million in cash to CafeFrance Corp. JFC unit Coffeetap Corp. had entered into an agreement with CafeFrance to sell the 
assets of Caffe Ti-Amo, a Korean restaurant brand offering coffee and gelato in a casual dining set-up. JFC‘s divestment 
of Caffe Ti-Amo was in preparation for the start of new businesses the Southeast Asian region. 
 

 Lucio Tan‘s Tanduay Holdings Inc. (TDY) is expecting to generate Php1.68 billion from the share sale of Tangent Holdings 
Corp. at an offer price of Php4.22 each for 398.1 million TDY shares. The shares will be sold from December 5 to 9. 
 

Banks 
 

 The Philippine Stock Exchange was told that sister banking units 
Philippine National Bank (PNB) and Allied Banking Corporation 
(ABC) are completing their merger next year after complying with 
requirements set by banking regulators. Allied Bank recently 
obtained approval from US banking regulators to drop its 27.8% 
stake in Oceanic Holdings (BVI) Ltd. to an independent trustee while 
divestment is being worked out. The US Federal Reserve earlier 
required Allied Bank to unload its stake in Oceanic before giving its 
consent to its merger with PNB. After the merger, PNB is expected 
to fortify its position as the fourth largest domestic bank in the 
country in terms of total assets. 

 
 
Philippine Bond Markets  
 

 Local bond yields declined throughout the week with demand seen 
mostly at the belly and the long-end of the curve. Investors speculated 
that the central bank would ease its policy rates in the near future due to 

Tenor 25-Nov 2-Dec % Change

1m 2.31 2.31 -1

3m 1.89 2.30 41

6m 1.74 1.67 -8

1y 1.72 1.76 3

2y 2.70 2.61 -9

3y 3.69 3.59 -9

4y 5.11 4.73 -37

5y 5.23 5.06 -17

7y 5.39 5.30 -9

10y 5.93 5.88 -5

20y 7.28 7.12 -16

25y 7.19 7.08 -11

Average -6

Peso Yield Curve                                         

(PDST-F Reference Rates)
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the dismal 3
rd

 quarter GDP reading. The Monetary Board announced that it would keep policy rates unchanged only after 
Thursday‘s trading hours. The PDST-F yield curve declined 6 basis points on the average. 

 The National Government intends to garner an additional Php31.836 billion in revenues from a total of 79 tax cases filed 
against tax evaders under the ―Run After Tax Evaders‖ (RATE) program of the Bureau of Internal Revenue. Approximately one-
third of the amount will come from tax cases filed against gold traders selling gold to the Bangko Sentral ng Pilipinas. 

 The Bureau of the Treasury (BTr) rejected all bids in a Treasury bill auction Monday as market players demanded for higher 
rates. Demand was relatively weaker this time around as total bids amounted to Php9.1 billion against a Php9 billion offer. Had 
the government accepted all bids, the rates of the 3-month, 6-month and 1-year debt would have shot up to 2.165% (+119.6 
bps), 2.614% (141.0 bps) and 2.880% (+180.1 bps), respectively. 

 Philippine GDP rose by just 3.2% year-on-year in 3Q2011, much less than the market‘s median estimate of a 4.1% growth 
even as consumer spending (+7.1%) government spending (+9.4%) and capital formation (24.5%) posted strong gains. The 
weakness mostly came from contractions in exports (-13.1%) and construction (-10.6%). Adding to investors‘ dismay is a 
downwardly revised GDP print in 2Q2011 to 3.1% from 3.4% initially. For 9M2011, the Philippine economy has expanded by 
3.6%. 

 Monetary authorities expectedly kept its overnight borrowing rate 
unchanged at 4.50% for the fifth straight policy meeting Thursday. A 
weaker-than-expected GDP print last quarter of 3.2% has prompted a few 
market players to call for at least a 0.25% cut, but the central bank said 
that an easing of monetary policy is not yet needed as domestic credit 
remains strong and interest rates continue to be low. 

 The national government‘s budget deficit in October registered at 
Php21.26 billion, bringing the year-to-date total to Php74.25 billion—
significantly below the government‘s Php300 billion target. Government 
expenses in the first 10 months of the year totaled Php1.2 trillion, 68.6% 
of the planned Php1.84 trillion and 5.4% lower than the reading last year. 
Meanwhile, revenues in the same period registered at Php1.12 trillion, 
12.9% higher than the figure last year.  

 Subsidies extended to government-owned or controlled corporations 
increased by around Php8 billion or 50% to Php23.8 billion during the first 10 months of the year from a year ago, data from the 
Department of Budget and Management (DBM) showed. The increase was due mainly to the releases for fuel requirements of 
the Small Power Utilities Group, the DBM said. The government also subsidized the rehabilitation of Light Rail Transit Lines 
and provided ―premium subsidy‖ for indigents under the National Health Insurance Program. 

 
Philippine Peso 
 

 Mirroring the regional trend, the Philippine peso strengthened by 70 centavos, or +1.61%, against the greenback to close the 
week at 43.243 from 43.940 after the world‘s major central banks – the US Federal Reserve, the Bank of Canada, the Bank of 
England, the Bank of Japan, the European Central Bank and the Swiss National Bank – were reported to have made an 
agreement to provide cheap emergency US dollar loans to borrowers, particularly to banks in the Euro-zone.  

 Reports showed that Philippine exports to Japan advanced 12.8% in the first three quarters of 2011 to US$6.5 billion from 
US$5.8 billion in the same period the previous year. Conversely, information from the Japan External Trade Organization 
depicted that Philippine imports from Japan declined 1.3% to US$8.1 billion in the same period. 
 

The week ahead (December 5 – December 9) 
 

 Investors will continue to take their cue from developments in Europe. Two important meetings will be held abroad: the 
European Central Bank meeting on December 8 and the European Union Heads of States on December 9. Decisions from 
these two meetings should drive the general direction in the local stock and fixed income markets. 

 In the Philippines, the consumer price index is the only significant economic indicator in the country that will be released this 
coming week. The market consensus is for it to ease to 4.9% from 5.2% the previous month. This should hold true especially 
given the insipid 3rd Quarter GDP print. Likewise, investors have already priced-in a rate cut by January. Should the inflation 
reading surprise on the upside, and consequently delay any monetary easing in the near future, expect an upward pressure on 
short-term rates and any further rally in the stock market. 

Tenor 25-Nov 2-Dec % Change

ROP13 1.70 1.64 6

ROP16N 2.75 2.35 40

ROP19N 3.89 3.37 51

ROP20 4.09 3.63 46

ROP21 3.93 3.66 27

ROP24N 5.03 4.38 65

ROP26 4.78 4.40 38

ROP30 5.39 4.96 43

ROP32 5.25 4.91 34

ROP34 5.25 4.91 34

Average 38

ROP Yield Curve


