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December 10, 2012 

Global Financial Markets 
 
Global markets moved sideways throughout the week, mostly following the ups and downs of developments regarding the 

US fiscal cliff, the Euro-zone’s ongoing debt crisis and hints of China’s gradual recovery. Any significant gains made due 

to positive economic data releases were tempered by recurring concerns over the gloomy global macroeconomic 

backdrop. 

 
 
Global Equities 
 

Global equities moved in and out of negative 

territory amid a mixed bag of economic data 

releases, news on the impending US fiscal cliff 

and the Euro-zone’s ongoing fiscal woes. 

US equities declined earlier during the week 

following the release of the weakest reading 

on manufacturing in three years. Last month, 

country’s manufacturing sector declined, falling 

back into contraction. The Institute for Supply 

Management’s manufacturing purchasing 

managers’ index dropped to 49.5 in November 

(Mk test: 51.4) from 51.7 in the previous 

month. This figure is the lowest reading since 

July 2009. Comments from the panel showed 

that the second half of 2012 indicated a 

slowdown in demand. Respondents also 

expressed their concern over how the fiscal 

cliff will be tackled and when it would be 

resolved. However, stocks recovered nearing 

the end of the week, rallying on the back of 

President Obama’s announcement that a plan 

to mitigate the looming fiscal cliff was possible 

as early as next week. Moreover, some positive economic releases served to mitigate the week’s initial losses. Home prices 

registered their biggest annual jump in more than six years in October. According to data analyst firm CoreLogic, the home price 

index surged by 6.3% YoY, the biggest leap since June 2006 and the eighth straight increase in home prices nationally on an 

annualized basis. Likewise, prices excluding distressed sales, rose 5.8% YoY. CoreLogic chief economist Mark Fleming said that 

the housing recovery, which started earlier in 2012, continues to gain momentum. On the job market side, the number of new 

unemployment claims in the US during the week ended December 1 fell by 25,000 to a seasonally adjusted 370,000. The figure 

was lower than market estimates of 380,000 and caused the four-week moving average to increase by 2,250 to 408,000. According 

to a Labor Department analyst, weekly numbers nearing the end of the year are hard to read into because non- seasonally adjusted 

data are particularly volatile. However, he added that there were “no apparent impacts” from Hurricane Sandy which had been 

affecting data in the recent weeks. US economists project that there were only 86,000 jobs added for the month of November, but 

that the unemployment rate would be steady at 7.9% 

In Europe, the region’s finance ministers failed to reach an agreement on the framework necessary to form a single banking 

supervisor. An agreement is needed in order to make way for direct capital injections into the distressed banks and ensuring 

effective supervision across a broader financial sector. The ministers will meet again on December 12 in an attempt to comply with 

the year-end deadline set last June.  On a brighter note, investors warmly welcomed news that Greece was taking steps to reduce 

its debts through a bond buyback. Recently, the highly indebted Euro-zone nation launched a EUR10 billion offer to retire 

approximately half the debt the country owes to private investors. Greece will offer a price of 32.2 to 40.1 European cents on the 

face value of the debt.  

29-Nov-12 06-Dec-12 % Change

MSCI World 1,314.67 1,319.13 0.34%

MSCI Europe 95.22 96.07 0.89%

MSCI Asia-Pacific ex-Japan 449.85 456.46 1.47%

Dow Jones Industrial Average 13,021.82 13,074.04 0.40%

S&P 500 1,415.95 1,413.94 -0.14%

Global Equity Performance
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December 10, 2012 

Asian equities markets had much to gain from news that China’s economy was slowly recovering. For the month of November, a 

key gauge of manufacturing activity rose to a seven-month high. China’s official Purchasing Managers Index (PMI) issued by the 

China Federation of Logistics and Purchasing (CFLP) and the National Bureau of Statistics rose to 50.6 from 50.2 in October. 

Though slower than market estimates of 50.8, the figure indicates that “future economic growth will continue to slightly recover” 

according to CFLP analyst, Zhang Ligun. Markets also welcomed favorable comments from Chinese officials. In their first official 

gathering since November’s leadership handover, China’s incoming leaders claimed that they would keep the current supportive 

policies in place in order to support economic growth. 

Week on week, the MSCI World Index (+0.34%) closed barely changed at 1,319.13. The Asia-Pacific ex-Japan region posted the 

most gains among peers, eking out 1.47% to close at 456.46, while the European region (+0.89%) lagged slightly to end at 96.07. 

US equities were mixed with the Dow Jones Industrial Average index picking up 0.40% to 13,074.04 while the S&P500 index lost 

0.14% to 1,413.94. 

Global Bonds 

 
US Treasury prices rose for the week, pushing yields to the lowest in more 
than two weeks amid worries over whether or not the White House and 
Congress would be able to reach a compromise and avoid the full impact of 
the fiscal cliff. However, significant gains were tempered by the release of 
positive global manufacturing data and good reception to the start of 
Greece’s debt buyback. Week on week, the 10- and 2-year bond yields 
declined by 2.90 and 1.58 basis points, respectively.  
 
 

Currencies  
 
Though riskier assets benefitted from upbeat economic releases from China 
and Europe, a risk-off sentiment was still be observed as gains made by the 
euro earlier during the week were outweighed by continued concerns on the 
looming fiscal cliff. A gloomy economic forecast from the European Central 
Bank, which downwardly revised its 0.5% growth projection to a 0.3% 
contraction for the region, further drove investors to buy safe-haven assets. 
Week-on- week, the euro lost 0.20% and 0.18% against the Japanese yen 
and the US dollar, respectively. 

 
 
 
The week ahead (Dec 10 – Dec 14) 
 
Movements of global markets this week were driven by developments on the US fiscal cliff and the Euro-zone debt crisis. For the 

week ahead, we expect markets to trade sideways with a slight downward bias as investors trade cautiously ahead of more news 

on the aforementioned topics. Market-watchers will be monitoring whether or not President Obama’s statement that a resolution for 

the cliff would come as early as next week would hold true.  Likewise, all eyes will be on the EU finance minsters’ meeting on 

December 12 as they attempt to reach an agreement on the framework necessary to form a single banking supervisor. 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

US Treasury Yield Curve

Tenor 29-Nov 6-Dec  +/- bps

3m 0.081 0.091 1.02

6m 0.132 0.132 0.00

2y 0.254 0.238 -1.58

5y 0.627 0.601 -2.55

10y 1.615 1.586 -2.90

30y 2.796 2.774 -2.17

Currencies 

30-Nov 7-Dec % Change

USD/PHP 40.900 40.965 -0.16%

EUR/USD 1.2986 1.2963 -0.18%

GBP/USD 1.6013 1.6051 0.24%

USD/JPY 82.48 82.47 0.01%

AUD/USD 1.0428 1.0477 0.47%

USD/CHF 0.9281 0.9324 -0.46%

EUR/CHF 1.20532 1.20876 -0.28%

EUR/JPY 107.11 106.9 0.20%
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December 10, 2012 

Philippine Financial Markets 

 
Local equities surged on the back of the country’s robust economy. The local bonds market also picked up following 
the benign inflation print for November. Meanwhile the peso weakened as the central bank pursued talks to control 
surging inflows. 
 
 

Local Equities  
 

The local equities market breached record highs again during the week as 
investors flocked to riskier assets following the country’s solid macroeconomic 
fundamentals. The 3Q GDP clocked in at a better-than-expected level of 7.1% 
while the inflation print for November remianed benign at 2.8%. Investor 
sentiment was also buoyed by the global economic recovery headlined by the 
optimism of Greek’s debt situation. Week-on-week, the index picked up 
153.75 points, or +2.73%, to close at 5,794.20. 
 
 
 
 

Conglomerates 
 

 San Miguel Corp. (SMC) is ready to begin the construction of the Metro Rail Transit-7 (MRT7) worth US$2.2 billion 

that will connect San Jose del Monte in Bulacan to North Avenue in Quezon City. SMC president and chief operating 

officer Ramon S. Ang said that the firm is finalizing talks with the Department of Finance (DoF) who wishes to include 

some conditions in the contract. Ang said the funds for the project are ready through the Japan Bank for International 

Cooperation (JBIC). 

 Metro Pacific Investments, Inc. is acquiring a majority stake in the company that owns and operates De Los Santos 

Medical Center (DLSMC). The infrastructure holding firm disclosed to the Philippine Stock Exchange the signing of a 

deal with DLSMC shareholders to participate in a Php250 million capital-raising. In effect, the firm be able to acquire a 

51% equity ownership in Delos Santos General Hospital, Inc., the corporate owner of DLSMC. 

 Alliance Global Group, Inc. (AGI) is planning to increase its capital expenditure next year to more than Php40 billion. 

According to Alliance Global chairman and chief executive officer Andrew L. Tan, the bulk of next year’s budget will be 

financed by internal funds as the company possesses a significant amount of cash at its disposal. Furthermore, the 

budget will be used to bankroll spending for its principal business unites namely, gaming, tourism, real estate and 

consumer products. 

Foods 
 

 In a bid to trim down its debt, Swift Foods, Inc. has approved the sale of assets totaling Php214.76 million. The assets 

include two parcels of land, 16 buildings and several equipment. Proceeds from the sale will be used to pay off the 

company's obligations. Swift is also considering selling its remaining operating branch and other properties within a 

year.  Moreover, the company also intends to reduce the number of its employees when the remaining branch is sold, 

leaving them with more cash to settle their debts which were incurred in the same period a year ago. 

Properties 
 

 Shang Properties reported that its nine-month profit surged by 24% to Php1.03 billion following strong sales of its 

residential condominium units. The company disclosed that its revenues rose 75% to Php3.7 billion as condominium 

sales grew to Php2.05 billion driven by higher sales bookings from One Shangri-La Place in Ortigas and increased 

completion level of the group’s projects. Meanwhile, the company’s total expenses increased to Php2.23 billion due to 

the increase in marketing and advertising expenses. 

 
 
 
 

29-Nov 7-Dec % Change

PSEi 5,640.45 5,794.20 2.73%

Philippine Stock Exchange Index
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December 10, 2012 

Philippine Bond Markets  
 
Prices of local government securities rallied during the week following the 
benign inflation print for November. Week-on-week, yields declined by an 
average of 6 basis points led by the long-end of the curve which dropped by 
28 basis points. 
 
The Bureau of the Treasury (BTr) sold Php9 billion worth of new 10-year 
FXTNs at a coupon rate of 4.000% in an auction held last December 4, 
2012. Total tenders received amounted to Php33.09 billion, roughly four 
times the government's offer. The bonds were sold at an average yield of 
4.046%, lower than the previous auction's yield of 4.694%.sold at a coupon 
rate of 3.875%.  
 
Philippine Peso 

 
The Philippine peso exhibited sideways movement throughout the week as 
gains from inflows generated by the country’s strong macroeconomic 
fundaments were reversed following BSP’s discussions with Banker’s 
Association of the Philippines (BAP) to control the surging capital inflows. 
Week-on-week, the local currency surrendered 4.5 centavos to close at 
40.945. 

 

The country's consumer price index (CPI) eased for a third consecutive month, rising 2.8% year-on-year in November down from 
the previous month’s 3.1%. The recent figure brings the year-to-date average inflation to 3.2%, which is still below the full-year 
forecast of the Bangko Sentral ng Pilipinas (BSP) of 3.3%. Food and non-alcoholic beverages, cornering 39% of CPI, slowed down 
to 2.2% against October’s 2.5%. Likewise, the housing, water, light, and fuel indices eased to 3.8% and the transport index also 
went down to 1.3% while the alcoholic beverages and tobacco rose to 5.0% from 4.8% in October. 

 

According to a data from the Department of Energy (DoE), the country’s oil imports slipped back by 9.% to 41.70 million barre ls in 
the first nine months of 2012 from 46.07 million barrels recorded in the same period a year ago. The decline was mainly driven by 
the decrease in gasoline and liquefied petroleum gas (LPG) shipments. Gasoline imports fell 15% to 9.47 million barrels from 11.15 
million while inbound shipments of LPG slid by 24.44% to 6.34 million barrels from 8.39 million barrels last year. 

 

According to data from the Bureau of the Treasury (BTr), government borrowings from January to October went up by 143.05% to 
Php799.82 billion from Php329.07 billion registered in the same period last year. The uptick was mainly attributed to the increase in 
domestic borrowings due strong demand for government securities. Gross domestic borrowings likewise totaled Php700.39 billion 
during the 10-month period, more than thrice the Php163.63 billion last year. 

 

According to data from the Bangko Sentral ng Pilipinas (BSP), non-performing loans (NPL) fell by 5.91% to Php69.94 billion in 
September from Php74.33 billion registered in the same period a year ago. The decline was attributed to an increase in total 
portfolios and a dip in bad loans. Likewise, restructured loans were trimmed by 13.37% to Php35.5 billion in September from 
Php40.98 billion a year ago. 

 

According to a ranking official from Department of Tourism (DOT), the government is looking at the visa-upon-arrival scheme as 
part of its initiatives to boost tourist arrivals into the country and reach 10 million foreign visitors in 2016. Tourism undersecretary 
Daniel Corpuz pointed out that the Philippines has yet to adopt the visa-upon-arrival scheme unlike other member countries of the 
Association of Southeast Asian Nations (ASEAN). The department sees around 5.5 million foreign tourists in 2013, more or less 1 
million higher than the projected 2012 arrivals of 4.6 million. 

 

 

 

 

Tenor 29-Nov 7-Dec  Change

1m 1.01 1.01 1

3m 0.50 0.58 8

6m 0.89 0.88 -1

1y 0.99 0.94 -5

2y 2.99 3.02 3

3y 3.83 3.85 2

4y 4.19 4.12 -7

5y 3.98 4.03 5

7y 4.07 4.13 6

10y 5.04 4.40 -63

20y 5.96 5.83 -13

25y 5.86 5.79 -7

Average -6

Peso Yield Curve                                       

(PDST-F Reference Rates)
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December 10, 2012 

 

The week ahead (Dec 10 – Dec 14)  

The Philippine market will look for a short pause after breaking to a fresh record high on Friday. From a technical perspective, the 
local main-share index is now at overbought levels with RSI indicator at 80.7, its highest reading since April 2011.  This week, we 
expect profit-taking to ensue as we approach the 5,800 level. A pullback could bring the PSEi towards a minor support at 5,705.  

Furthermore, we expect investors to eventually react negatively to news that the Bangko Sentral ng Pilipinas is considering capital 
controls to hold back the strong inflow of hot money. Two measures being proposed include the following: First is the imposition of a 
90-day holding period on portfolio investments and second, a cap in non-deliverable forwards (NDF) transactions on the exchange 
rate. We also don't expect a change in key rates on the next policy meeting owing largely to the strong 3Q GDP numbers at 7.1% 
(Mkt Est: 5.4%) reported recently. 

Meanwhile, trading in the local fixed income and currency market is expected to trade sideways with an upward bias ahead of the 
release of OFW remittances for October as well as the anticipated BSP Monetary Board Meeting. Moreover, market watchers will 
continue to keep an eye on the developments on the global economy headlined by Greek’s debt situation and US fiscal cliff. 

 

 

 


