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December 12, 2011 

  Global Financial Markets 
 
Global equities moved mostly sideways as investors continuously reacted to developments in Europe’s sovereign debt 
saga as well as the US’ favorable economic numbers. For fixed income and currency markets, investors scrambled 
towards safe havens amid Standard & Poor’s warning that it would put 15 countries in the Euro-zone under credit watch. 
 
Global Equities 

 
For the past week, global equities moved 
mostly sideways as market players 
continuously reacted to negative 
developments in Europe’s debt saga as well 
as US’ favorable economic read. Bulls were 
held back as gains traced from the US’ 
lower unemployment rate were tempered by 
Standard & Poor’s (S&P) negative credit 
outlook for European Monetary Union’s 
members. Investors remain on stand-by for 
results of a key summit among European 
Union leaders this weekend. The MSCI 
World, MSCI Europe and MSCI Asia-Pacific 
ex-Japan decreased by 0.83%, 0.25% and 
0.27%, respectively. For the US, the Dow 
Jones Industrial Average and the Standard 
& Poor’s 500 Index retreated by 0.19% and 
0.82%, respectively. 

 

 Reports on the US labor market 
prompted positive sentiment as both 
nonfarm payrolls and the 
unemployment rate gave encouraging 
figures. Nonfarm payrolls rose only by 
120,000 in November but turned in 
significantly higher revised figures for the previous months. Nonfarm payroll figures in October and September were revised to 
100,000 from 80,000 and to 210,000 from 158,000, respectively. Continuing on, the unemployment rate dropped to 8.6% from 
9.0% compared to the market estimate of 9.0%, the lowest level in 2 and a half years. 

 US manufacturing expanded in November to the fastest pace in five months. The Institute of Supply Management’s 
manufacturing index increased to 52.7 as compared to the market estimate of 51.8. 

 The non-manufacturing sector in the US expanded at a slower rate in November. The Institute for Supply Management’s non-
manufacturing purchasing managers’ index decreased to 52.0 in November compared to the previous month’s 52.9 figure. 

 Factory orders in the US fell for a second month in October. The indicator decreased by 0.4% from a revised 0.1% contraction 
the previous month. 

 Mortgage applications in the US shot up last week due to low borrowing costs. The Mortgage Bankers Association’s index 
increased by 12.8% for the week ended December 2, 2011 from a contraction of 11.7% the previous week.  

 Standard & Poor’s warned that it is putting Germany and 14 other Euro-zone member nations under watch for possible 
sovereign credit downgrades. 

 The Euro-zone manufacturing purchasing managers’ index fell to a 28-month low of 46.4 in November from 47.1 the previous 
month. 

 The combined GDP of the 17 nations in Europe increased by 0.2%. 

Global Bonds 
 

 US bond market yields declined as market players took a step back 
and monitored what will happen in the European summit. The 10-year 
benchmark yield went down by 11.69 basis points while the 2-year 
note yield decreased by 3.56 basis points. In addition, the 30-year 
bond yield also moved down by 9.42 basis points. 
 

01-Dec-11 08-Dec-11 % Change

MSCI World 1,184.46 1,174.60 -0.83%

MSCI Europe 82.71 82.50 -0.25%

MSCI Asia-Pacific ex-Japan 409.12 408.00 -0.27%

Dow Jones Industrial Average 12,020.03 11,997.70 -0.19%

S&P 500 1,244.58 1,234.35 -0.82%

Global Equity Performance
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Tenor 1-Dec 8-Dec  +/- bps

3m -0.005 0.000 0.51

6m 0.046 0.036 -1.02

2y 0.254 0.218 -3.56

5y 0.965 0.838 -12.69

10y 2.087 1.970 -11.69

30y 3.091 2.997 -9.42
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Currencies 
 

 Week-on-week, the US dollar depreciated against its peers as six 
central banks eased short term funding for Europe. Both the euro 
and the 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 12 – December 16) 
 

 This coming week, investors will be focusing on the European 
Summit in Brussels. They expect EU officials to introduce more concrete plans in tackling the debt crisis. If no agreement is 
reached, expect the global equity market to fall once again.  

 For the fixed income and currency markets, demand for safe havens was generally up as investors continued to be wary of 
unfavorable results from the European Summit in light of Standard & Poor’s negative credit outlook. In this regard, demand for 
safety will continue to be the main theme if investors are disappointed with the results of the meeting.  

 

Currencies 

2-Dec 9-Dec % Change

USD/PHP 43.270 43.640 -0.85%

EUR/USD 1.3391 1.3320 -0.53%

GBP/USD 1.5597 1.5627 0.19%

USD/JPY 77.99 77.66 0.42%

AUD/USD 1.0215 1.0096 -1.16%

USD/CHF 0.9214 0.9262 -0.52%

EUR/CHF 1.23421 1.23364 0.05%

EUR/JPY 104.43 103.45 0.95%
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Philippine Financial Markets 
 
The local stock market was virtually unchanged week-on-week as investors adopted a wait-and-see attitude ahead of 
another crucial European Union (EU) summit over the weekend. Local bond yields dropped by 19 basis points on the 
average, pushing bond prices higher due to favorable inflation and interest rate outlooks. Meanwhile, the Philippine peso 
depreciated against the US dollar as investors shunned emerging market assets in favor of safer bets.  
 
 Local Equities 
 

 The local stock market traded range bound last week as investors mostly 
stayed on the sidelines ahead of a crucial European Union (EU) summit 
which kicked off last Thursday and dubbed by some market players as a 
“last chance” for the singe-currency Euro-zone bloc to regain its credibility. 
In fact, in three out of the five trading days last week, the main-share 
Philippine Stock Exchange index (PSEi) moved up and down by less than 
10 points in each session, manifesting investors’ decision to hold back on 
their trades. All eyes were on Europe last week even as several blue chips 
across different sectors reported further expansion plans or positive 
developments, while an encouraging jobless rate reading in the US was lost 
in the mix. Week-on-week, the PSEi inched higher by 1.58 points, or 
+0.04%, to close at 4,292.50 last Friday. Top gainers at the index level over the week were BEL (+13.46%), BDO (+4.67%), 
URC (+3.96%), AGI (+3.00%), and DMC (+2.76%). The biggest losers were PX (-6.68%), GLO (-4.04%), SMDC (-3.67%), ALI 
(-2.75%) and SM (-2.43%).  
 
 
Conglomerates  
 
 Clark Development Center (CDC) President and CEO Felipe Remollo said that the CDC Freeport could be another 

Singapore in six years, noting that several big-ticket investors such as the Ayalas, the Gokongweis and the Tans, 
among others have started to set up or increase businesses in the area. Ayala Corp.’s (AC) presence is already there 
through Manila Water Co. Inc. (MWC) and may increase via Ayala Land Inc.’s (ALI) bid to acquire the 215-hectare 
Mimosa Leisure Estate. Cebu Air, Inc. (CEB) of Gokongwei-led JG Summit Holdings Inc. (JGS) has partnered with a 
foreign company to make CDC as the only training center for Airbus 380 pilots, while Andrew Tan-led Alliance Global 
Group Inc.’s (AGI) Megaworld Corp. (MEG) said that it may develop a Php7 billion mixed-use complex in the vicinity. 

 
Telecommunications 
 
 Philippine Long Distance Telephone Co. (TEL) has offered to purchase the remaining 48.45% of Digital 

Telecommunications Phils Inc. (DGTL) owned by minority shareholders. The tender offer will end on January 9, 2012. 
Meanwhile, TEL is earmarking Php5 billion next year to fund the continued roll-out of its next generation network (NGN) 
that would encompass voice, video, and data communications. With NGN, information is transmitted as packets of 
data, just like in the internet. The shift will enable TEL to offer more products and services to its 2 million landline 
subscribers. Meanwhile, unit PLDT Communications and Energy Ventures, Inc. (PCEV) announced that it will 
voluntarily delist from the stock exchange due to its inability to meet the 10% minimum float requirement.  

 
Banks  
 
 Fitch Ratings said that the country’s banking industry would stay healthy even in the face of volatile global financial 

markets and a fragile global economy in 2012. The credit watchdog said that the results of a stress test it performed on 
Philippine banks showed that key industry players were expected to post an average capital adequacy ratio (CAR) of 
around 11%, which is above the 10% requirement of the central bank. Fitch also noted that under a “stressed 
scenario”, the lowest CAR could settle at 8%, which is still equal to the minimum CAR acceptable by international 
standards.  

 

2-Dec 9-Dec % Change

PSEi 4,290.92 4,292.50 0.04%

Philippine  Stock Exchange  Index
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Property 
 

 Robinsons Land Corp. (RLC), the property development arm of the Gokongwei group, has expressed interest as well in 
acquiring the 300-hectare Mactan Cebu International Airport property, joining industry heavyweights Ayala Land Inc. 
(ALI) and SM Prime Holdings Inc. (SMPH), the country’s largest mall developer. The airport authority in Cebu wants to 
develop a state-of-the-art and world class airport from the funds that it will generate from the sale of the property.  
 

 Aside from a potential Cebu area expansion, ALI is also in negotiations with state-owned Clark Development Corp. 
(CDC) for the privatization of the 215-hectare Mimosa Leisure Estate. CDC earns Php260 million annually in operating 
Mimosa, with the Holiday Inn alone providing Php170 million worth of profits yearly to CDC.  
 

 Meanwhile, SMPH is looking to raise Php5 billion to partly fund its 2012 capital expenditure program, which is set at 
Php21 billion. SMPH is opening five malls in the Philippines next year, and one in China. SMPH is targeting at opening 
one new mall per year in China, the world’s second-largest economy. 
 

 While some big-ticket property developers are looking at expanding outside Metro Manila as competition has heated 
up, Gotianun-led Filinvest Land Inc. (FLI) continues to expand its portfolio in the Metro, focusing on building more 
offices for call centers and other providers of outsourced business services. FLI disclosed that it has completed the 
construction of its latest BPO office building at the Filinvest Corporate City in Alabang. This would be FLI’s 12

th
 BPO 

office in the vicinity and adds close to 18,000 square meters of Gross Leasable Area to the firm’s office portfolio. The 
new building, called Vector Two is already more than 90% taken-up.   
 

Power and Utilities  
 
 The Energy Department is deferring the implementation of the Open Access and Retail Competition (OARC) scheme in 

the power industry to September 2012, from the previous target of December 26, 2011 because of infrastructure, 
system and procedural issues.  
 

 State-run Power Sector Asset and Liabilities Management Corp. (PSALM) has announced that it is moving the sale of 
four diesel-fired power barges to March 2012, citing the need to give more time to prospective bidders to conduct due 
diligence studies on the facilities. A grid impact study, according to the company would take four to six weeks to 
complete and would be conducted with the help of transmission operator National Grid Corp. of the Philippines. 
 

 Lopez-led Energy Development Corp. (EDC) said that 55 MW or unit 1 of its 130 MW Bacon-Manito geothermal power 
plants has finally been re-connected to the grid, with the remaining 75 MW to come on stream by year-end or January 
2012. EDC management expects the BacMan plans to generate at least Php4 billion in revenues annually.  
 

 Manila Water Co. Inc. (MWC) unit Thu Duc Water Holdings Pte. Ltd. has inked an agreement with Ho Chi Minh City 
Infrastructure Investment JSC to acquire its 49% stake in Thu Duc Water BOO Corp. (TDW BOO), a Vietnamese joint 
stock company incorporated in 2004. TDW BOO is the largest private bulk water supplier in Southern Vietnam and has 
a bulk water supply contract with the Saigon Water Corp. with a minimum billed volume of 300 million liters per day.  
 

Mining  
 
 South Africa-based Gold Fields Limited (GFL), which has an option to acquire a 60% interest in the Far Southeast 

mining project in Benguet owned by Lepanto Consolidated Mining (LC and LCB) has described the project site as a 
“high quality gold-copper porphyry with significant upside potential”. The exploration target is 900m of ore resources at 
0.77 grams per tonne (g/t) and 0.54% copper grade, which translates to 52m oz in gold and copper deposits assuming 
prices of US$1,500 per ounce for gold and US$3.74 lb for copper. Hence, the potential combined value of the gold and 
copper deposits in this site is at around US$78 billion. If confirmed, this would make the mine one of the richest 
deposits in the world. Earlier studies have shown that indicative resources amounted to 657m oz. The option 
agreement was signed on September 2010 where GFL initially paid US$54 million. A second payment was made on 
September 2011 worth US$66 million and it is widely expected that GFL will pay the third installment in 1Q2012 worth 
US$220 million.  GFL is one of the world’s largest mining companies. 
 

 In a stock exchange disclosure, Pangilinan-led Philex Mining Corp. (PX) reported a 27% increase in the value of ore 
produced from its Padcal, Benguet mine in 11M2011 to Php14.92 billion. PX also shipped Php12.58 billion worth of 
concentrates in the period, which is 19% higher than the Php10.57 billion estimate for 11M2011.  
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Media 
 

 GMA (GMA) Network Inc. is earmarking around Php600 million for its capex program next year, with the bulk to be 
spent to improve facilities and infrastructures by adding new satellite stations, an originating station and a sound stage. 
GMA disclosed that December ad revenues may fall below Php800 million, lower than the Php1.03 billion average 
posted in the first three quarters of the year.  
 

 
Philippine Bond Markets 

  

 Week-on-week, domestic interest rates (PDST-F) fell by 19 basis points 
across the yield curve. Bond prices were supported by a lower-than-
expected inflation print last November. Buying momentum was sustained 
after a monetary official said that the benchmark overnight borrowing rate 
may be slashed sooner than later. In this light, we are expecting a 25 
basis point cut in the first few months of the year, and possibly another 
one by the end of the first semester. Massive system liquidity has also 
continued to support the local bond market. Notable movers were yields 
of the 3-month, 3-year, 20-year and 25-year bonds.  

 Inflation for November came in lower-than-expected at 4.8% (2006 base) 
compared to 5.2% the previous month and a 4.9% consensus forecast. 
Month-on-month, consumer prices grew by 0.4%. The benign inflation 
reading for the month was due to a slowdown in the increase in food 
prices and utilities. The central bank’s inflation target for 2011 is 3%-5%.  

 The central bank has hinted that it is considering cutting key policy rates 
early next year in order to dampen the effects of a slow-down in global 
trade to the local economy. Governor Amando Tetangco Jr. said that 
there is already room to do so given that inflationary concerns have 
subsided.  The country’s GDP rose by just 3.6% year-on-year during the 
first three quarters of the year, prompting the central bank to explore 
ways to jump start the economy. 

 Budget Secretary Florencio Abad was quoted saying it would be a 
“challenge” for the government to even meet the downwardly revised 
budget deficit target of Php260 billion. The inter-agency Development 
Budget Coordination Committee (DBCC) earlier revised the fiscal shortfall 
target from Php300 billion initially. Mr. Abad however said that 
government spending and disbursements would substantially recover in 
2012 due to projects lined in the first half, including Public-Private 
Partnership (PPP) projects.  

 
Philippine Peso  
 

 Week-on-week, the Philippine peso lost 17 centavos against the greenback to close at 43.436 on Friday. Aside from the 
headwinds coming from Europe, the lower-than-expected inflation print last month and concern over the health of the country’s 
export sector dampened demand for the local currency. Nevertheless, moving forward, the peso should be well-supported by 
the central bank’s foreign reserves and resilient remittance inflows.  
 

 Central bank gross international reserves (GIR) hit a new record high last month to US$76.3 billion from US$75.8 billion the 
previous month and US$60.6 billion in November 2010 due to higher income from investments abroad, strong foreign 
exchange operations, an increase in the value of gold holdings and indirectly, robust remittances from overseas Filipino 
workers (OFW). 
 

 The central bank said that the country’s balance of payments (BoP) surplus may reach US$10 billion this year from an initial 
forecast of US$6.7 billion. For 2012 however, the BSP has lowered its BoP surplus projection to US$2.8 billion from US$4.4 
billion. 
 

 A Bloomberg article quoted President Aquino saying that the government is “working overtime” to come up with means to boost 
the country’s export sector, which has been nursing losses from waning external demand. Exports dropped by 27% year-on-
year last September, the largest decline in 29 months.  

T enor 2-Dec 9-Dec % Change

1m 2.31 2.25 -6

3m 2.30 1.71 -60

6m 1.67 1.52 -14

1y 1.76 1.71 -5

2y 2.61 2.54 -7

3y 3.59 3.16 -44

4y 4.73 4.75 1

5y 5.06 5.01 -6

7y 5.30 5.26 -4

10y 5.88 5.71 -17

20y 7.12 6.78 -34

25y 7.08 6.72 -37

Average -19

Peso Yie ld Curve                                          

(PDST -F Re fe rence  Ra tes)

Tenor 2-Dec 9-Dec % Change

ROP13 1.64 1.63 1

ROP16N 2.35 2.32 2

ROP19N 3.37 3.40 -2

ROP20 3.63 3.66 -3

ROP21 3.66 3.71 -5

ROP24N 4.38 4.45 -7

ROP26 4.40 4.38 1

ROP30 4.96 4.94 2

ROP32 4.91 4.92 -1

ROP34 4.91 4.94 -3

Average -1

ROP Yield Curve



 

 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. 

December 12, 2011 

 

 According to the Semiconductor and Electronics Industries in the Philippines, Inc. (SEIPI), electronic exports may drop by as 
much as 25% this year as manufacturers expect this quarter’s results to hit new lows. Actual results in 9M2011 show that sales 
for the period were down by 20.1% to US$18.78 billion. On the bright side, SEIPI tentatively sees a recovery to 10% growth 
next year. Electronic exports account for less than 50% of the country’s goods exported. 

 
The week ahead (December 12 – December 16) 
 

 

 We expect prices of Philippine financial assets to be affected by developments overseas, particularly on the outcome of 
another “all-important” European Union (EU) summit over the weekend. Nevertheless, and on the bright side, there remain key 
catalysts that could prevent a massacre of local markets. As such, we expect both the main-share index and the Philippine 
peso (against the US dollar) to post hefty gains if a concrete and doable solution to finally tackle the debt crisis on a long-term 
basis is crafted. Should the EU disappoint, which markets are somehow assuming, expect some form of sell-off to take place. 
This should be tempered by year-end window dressing in the local bourse and robust remittance inflows that would stoke peso 
appreciation. In the local bond market, which remains relatively less affected by developments overseas (compared to the local 
stock and currency markets), we see a possible rise in yields in the 1-month to 2-year issues, should risk appetite wane. This is 
where most foreign holders of peso-denominated government bonds are invested in. Good thing system liquidity is strong and 
inflation is muted.  
 
 
 


