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December 26, 2011 

Global Financial Markets 
 

Global equity prices moved up for the week as US economic data turned out to be encouraging. For fixed income and 
currency markets, demand for safe-havens wavered as improving economic conditions prompted investors to take on more 
risk. 

 
Global Equities 

 
For the past week, the global equity market was 
mainly influenced by economic data from the 
US. Week-on-week, the movement in global 
equities was positive since employment, inflation 
and housing reports from the US were all 
encouraging while developments in Europe were 
mostly quiet this week. The MSCI World, MSCI 
Europe and MSCI Asia-Pacific ex-Japan climbed 
2.68%, 2.15% and 2.22%, respectively. Similarly 
in the US, the Dow Jones Industrial Average 
increased by 2.53%, while the Standard & 
Poor’s 500 Index went up by 3.15%. 
 
US 

 The number of US workers filing claims for 
jobless benefits last week fell to the lowest 
level in three years. The number of 
applications for unemployment benefits 
dropped by 19,000 to 366,000 in the week 
ended December 10, 2011. 

 For November, the Producer Price Index 
rose to a seasonally adjusted 0.3% month-
on-month from a 0.3% contraction the 
previous month. 

 Philadelphia Federal Reserve reported that its index of general business activity within the factory sector rose to 10.3 in 
December from 3.6 in November. However, it should be noted that the index came from a very discouraging figure of -30.7 in 
August. 

 The cost of living in the US didn’t move much even if gas prices dropped, supporting the Federal Reserve’s view that inflation 
will remain in check. The consumer price index experienced a 0.0% movement in November after a 0.1% decline the previous 
month. 

 Housing starts in the US increased 9.3% in November to an annual rate of 685,000, greatly exceeding the market estimate of 
only 635,000. Sales of existing homes in the US rose to 4.42 million annual pace in November from a revised 4.25 million the 
previous month. 

 

Europe 

 The Spanish Treasury sold €6.028 billion worth of bonds against its target of €3.5 billion. The resulting yield was at 4.023%, 
significantly lower than the 5.276% yield at the previous auction. 

 Fitch lowered its outlook on France's triple-A rating to "negative" from "stable," indicating there is a chance the nation could 
lose its top investment-grade rating over the next two years. Along with this, Fitch placed its ratings on six other euro-zone 
nations, including Spain and Italy, on watch for downgrade. 

 The Spanish Treasury sold €5.64 billion of three- and six-month treasury bills, above the maximum targeted €4.5billion. The 
resulting average yield for the 3-month security was just 1.735%, significantly lower than the 5.11% yield a month ago. 

 Sweden’s Riksbank lowered its main repurchase rate to 1.75% from 2.00% to support its economy against the effects of the 
debt crisis in Europe. 

15-Dec-11 22-Dec-11 % Change

MSCI World 1,142.85 1,173.46 2.68%

MSCI Europe 81.54 83.29 2.15%

MSCI Asia-Pacific ex-Japan 384.04 392.55 2.22%

Dow Jones Industrial Average 11,868.81 12,169.65 2.53%

S&P 500 1,215.75 1,254.00 3.15%

Global Equity Performance
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 The European Central Bank reported strong demand for their unlimited 3-year loans which was offered to ease strains across 
the Euro-zone financial system. European banks took €489.2 billion worth of loans. 

Asia 

 After 14 years, Indonesia got back its “investment grade” credit rating as Southeast Asia’s biggest economy endures the 
slowdown in global growth. Fitch Ratings upgraded the nation’s long-term foreign and local currency debt from BB+ to BBB- 
and gave both ratings a “stable” outlook. Indonesia lost its investment grade status in December 1997, during the Asian 
financial crisis. “The upgrades reflect the country’s strong and resilient economic growth, low and declining public-debt ratios, 
strengthened external liquidity and a prudent overall macro policy framework,” an official from Fitch claimed. 

 The Reserve Bank of India (RBI) has refrained from raising the country’s benchmark interest rate which is currently at 8.50%, 
on the back of benign inflation. Market participants believe that the decision to keep rates unchanged is the first sign that the 
government is shifting focus back on growth. 

 North Korean Dictator Kim Jong Il died last December 17 from a heart attack brought by mental and physical strain according 
to the Korean Central News Agency. Kim’s death ends a 17-year tenure where he defied global condemnation to build nuclear 
weapons while his people starved. The heir apparent, Kim Jong Un who is the late leader’s third son is set to fill in the shoes of 
his father. The South Korean government said that the central bank may take steps to stabilize financial markets should 
violence erupt from the North, and called in police officers for emergency duty while keeping the alert level for the military high. 

 The Japanese Ministry of Finance reported that the nation’s exports dropped for the second straight month in wake of the 
global economic slowdown and an appreciating yen. Shipments fell 4.5% in November from the previous year, slightly more 
than the 4.3% drop analysts had expected. In October, exports slid 3.7%. 

 In its bid to make the local financial market more competitive, Malaysia will allow foreign banks to own bigger stakes in local 
lenders, grant more licenses, loosen short-selling rules, let companies actively manage foreign currency fluctuations and allow 
non-residents to trade onshore interest rate derivatives, among others. The country aims to triple the size of its financial sector 
by the end of this decade under a 10-year plan announced by Prime Minister Najib Razak. 

 
 

Global Bonds 

 US bond market yields moved up during the week as improving 
economic data in the US prompted risk-on sentiment. The 10-year 
benchmark yield gained 3.97 basis points while the 2-year note yield 
moved up by 3.66 basis points. For the longer end, the 30-year bond 
yield rose by 6.32 basis points. 

 The US government’s auction totaling USD35 billion of 2-year notes 
resulted in a bid-to-cover ratio of 3.45. This is less than the average of 
3.73. 

 The Treasury department sold USD 29 billion in 7-year notes at a yield of 1.43%. The bid-to-cover ratio was at 2.68 times, less 
than the average of 2.88 times for the past four monthly sales of 
securities. 

 
 
Currencies 
  

 Week-on-week, most major currencies appreciated against the US 
dollar as demand for the global reserve currency was dampened by 
positive economic reports in the world’s largest economy. Both the 
euro and the Swiss franc gained against the US dollar to 1.3076 and 
93.44 centimes, respectively. On the other hand, the Japanese yen, 
being a safety asset as well, weakened against the greenback to 
78.04.  

 

US Treasury Yield Curve

Tenor 15-Dec 22-Dec  +/- bps

3m -0.005 0.000 0.51

6m 0.041 0.025 -1.53

2y 0.238 0.275 3.66

5y 0.852 0.915 6.27

10y 1.908 1.948 3.97

30y 2.917 2.981 6.32

Currencies 

16-Dec 23-Dec % Change

USD/PHP 43.830 43.640 0.44%

EUR/USD 1.3046 1.3076 0.23%

GBP/USD 1.5545 1.5701 1.00%

USD/JPY 77.76 78.04 -0.36%

AUD/USD 0.9983 1.0166 1.83%

USD/CHF 0.9360 0.9344 0.17%

EUR/CHF 1.22102 1.22183 -0.07%

EUR/JPY 101.47 102.05 -0.57%
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The week ahead (December 26 – December 29) 

 

 Expect markets to stay calm this week as investors prepare to close their books for 2011. However, should disappointing news 
regarding Europe surface in the final week, expect markets to cash-in gains from the recent rally and consequently take 
defensive positions. 
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Philippine Financial Markets 
 
This week, the local bourse ended in positive territory to post its 4th-straight weekly gain. Peso-denominated government 
bonds rallied as easing concerns in Europe and a favorable string of economic numbers in the US propped demand for 
Emerging Market assets. The Philippine peso slowly gathered strength against the US dollar as easing concerns in Western 
Continents triggered a relief rally for risk assets and as remittance flows continued to pour in. 
 
 
 Local Equities 
 
The local bourse posted its 4th-straight weekly gain, hinting that the Santa Claus 
rally is indeed true. The PSEi climbed 67.30 points, or +1.56%, to 4,372.24 
week-on-week. Wednesday’s session experienced the biggest gain as the local 
bourse and other Asian stock markets mirrored a strong rally in Wall Street. With 
this week’s rally, the Philippine stock market is now the region’s best performer 
year-to-date, with a +4.07% gain. 

 

Property 

 In a press release, Andrew Tan-led Megaworld Corp. (MEG) claimed that it is the country’s number one residential 
condominium developer in terms of units completed based on all projects launched as of 3Q2011, which would 
represent around 18% of the market. MEG is currently developing over 40 residential projects and several BPO offices 
in the Metro. 

 Ortigas & Co., the developer of the Greenhills shopping complex, is looking to raise US$200 million through an initial 
public offering (IPO) in 2Q2012. The firm has tapped CLSA as financial advisor for the planned IPO. 

 The privatization of Food Terminal Inc. (FTI) may finally push through next year. State-owned Land Bank of the 
Philippines will have to re-appraise to provide up to date valuations. The government expects a total of Php30 billion in 
revenues from the sale of this asset together with its share in the Malampaya natural gas project. 

 

Telecommunications 

 Ayala-led Globe Telecom reported that it completed interconnecting its landlines with PLDT in the provinces of La 
Union, Nueva Ecija, and Benguet. Earlier in the year, the two telecom giants interconnected lines in the provinces of 
Quezon, Laguna, Bulacan, and Zamboanga City. The interconnection allows consumers to avoid paying long distance 
rates whenever calling other networks within the same province. 

 

Conglomerates 

 On the heels of bagging the first Public-Private partnership program, the 4-km Daang Hari-SLEx link road, the Ayala 
group has expressed interest in investing in the concession running the 35.9-km tollroad from Alabang to Sto. Tomas, 
Batangas. The tollroad concession is owned by South Luzon Tollway Corp. The conglomerate’s foray into the tollroad 
business is expected to add value to its strategic property development projects. 

 Infrastructure giant Metro Pacific Investments Corp. (MPI) said that it is interested in the operation and management 
of the Mactan International Airport in Cebu, which the government is eyeing to privatize. Meanwhile, MPI previously 
announced that it is also interested in taking part in the operation of the NAIA terminals as well as in the Diosdado 
Macapagal International Airport, should the government decide to privatize the projects. 

 The Citra group of companies, which collectively owns the majority stake in Citra Metro Manila Tollways Corporation 
(CMMTC) have consolidated their shares by forming a holding company. Citra Marga Nusaphala Persada, Citra 
Lamtoro Gung Persada, Bhaskara Duniajaya and Matra Sarana Arsitama now have the same parent. CMMTC is the 
company with the primary and exclusive responsibility of financing, designing, and constructing the South Metro 
Manila Skyway Project. In a separate report, San Miguel Corporation disclosed that it is interested in acquiring a 
majority stake in CMMTC. 

 In its plans to go beyond its traditional business, San Miguel Corp (SMC) is eyeing on acquiring an energy firm in Asia. 
The targeted firm has revenues of US$6 to US$7 billion. SMC has been quite aggressive in expansion acquiring 
stakes in international companies as it had just acquired a 65% stake in ExxonMobil International Holdings Inc., 
August this year. 

16-Dec 23-Dec % Change

PSEi 4,304.94 4,372.24 1.56%

Philippine Stock Exchange Index
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Power and Utilities 

 According to a PSE disclosure, Metrobank unit, First Metro Investment Corporation (FMIC), is eyeing to increase its 
stake in its power generation investment, Global Business Power Corp. to 49%. FMIC will subscribe to Php5.6 billion 
worth of additional shares.   

 Plans of listing San Miguel Corporation (SMC) unit SMC Global Power Holdings Corp. on the local bourse could be 
revived. Proceeds from the initial public offering will be used for expansion on SMC’s global power business and other 
general corporate purposes. The initial public offering will be at a price range of Php44 to Php71 a share for 290 to 
385 million primary and secondary shares. 

 After the damage brought to residents and commuters in Makati, the Energy department proposes to require First 
Philippine Industrial Corp. to replace segments of the Batangas –Manila petroleum pipeline as a condition for its 
reopening. 

 In a PSE disclosure, Aboitiz Power Corporation unit, Therma Power, Inc., is working on a joint venture with Meralco 
Power Generation Corporation and Taiwan Cogeneration International Corporation for a coal-fired power plant in 
Subic Bay Freeport Zone. But financing of the said project, its sources, as well as its terms and conditions have not 
yet been settled. Unconfirmed reports state that funding requirements may go as high as Php40 billion. 

 

Banks 

 Rizal Commercial Banking Corp. (RCBC) is working on the merger of its 2 subsidiaries, Pres. Jose P. Laurel Bank (JP 
Laurel Bank) and Rizal Microbank and plans to have it done by April. The merger will allow RCBC to strengthen its 
micro finance business. The two companies will have combined assets amounting to Php 1.2 billion. 

 According to the BSP, universal and commercial banks' (U/KB) month-on-month non-performing loans to total loan 
portfolio (TLP) increased to 2.54%, 0.08% higher than the previous month's 2.46%, albeit an improvement from last 
year's 3.19%. The rise is attributed mainly to a larger increase of 4.11% in NPL compared to a 0.91% increase in TLP. 

 

Consumer 

 Puregold Price Club Inc. (PGOLD) rose to its highest level at Php18.20 per share since its October IPO after it 
announced the opening of its 100th store. President Leonardo Dayao said that the country’s second-largest retailer 
behind SM Retail is on track to reach its Php1.5 billion earnings target this year. PGOLD will open 25 stores in 2012. 
Top management plans to double its stores requiring an additional capital of US$228 million in five years. It is eyeing 
those market segments not currently tapped by its biggest rival, SM Retail. 

 Jollibee expands its dominance in the international food industry after acquiring a 50% stake in SuperFoods Group for 
US$25 million. The arrangement includes the cash out of US$25 million for the 50% share plus a US$35 million loan 
to Viet Thai International. 

 

Services 

 Touch Solution’s shares fell 7.78% in its PSE-debut from Php4.50 to Php4.15 per share, despite the PSEi gaining 
0.31%. Touch Solution President Anson T. Uy claimed that they intend the price to recover before year-end as they 
publicize the improvements they have lined-up in the near future. Approximately Php68 million of the IPO-proceeds 
were earmarked for its regional expansion program, Php10 million for research and development, Php9 million for an 
educational facility, Php2 million for acquisitions, and the remainder for working capital purposes. 
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Philippine Bond Markets 
 

 Peso-denominated government bonds rallied as easing concerns in the Euro-
zone and a favorable string of economic numbers in the US propped demand 
for Emerging Market assets. The country’s improving budget deficit and credit 
rating outlook upgrade added to the positive tone. Yields of PDST-F decreased 
by 5 basis points on the average week-on-week.  

 

 Standard & Poor’s upgraded the Philippines’ credit outlook from Stable to 
Positive and pointed at the country’s strong external liquidity and signs of 
improving growth prospects for the promotion. 

 The BSP reported that foreign portfolio investment transactions, or “hot money”, 
for November yielded net inflows of US$490 million, more than double the 
US$237 million reading in October, but lower than the US$1.7 billion figure in 
2010. By the same token, investments in PSE-listed securities and PHP-
denominated government securities were recorded at US$1.3 billion, 50.8% 
higher than October’s figure but significantly lower than the US$2.6 billion figure 
the previous year. BSP officials blamed the Euro-zone’s debt problems for the 

downfall year-on-year. 

 The central bank reported that the country’s balance of payments (BOP) surplus 
for 9M2011 rose to US$9.7 billion, higher than the US$6.4 billion surplus 
recorded in the same period last year. The increase was mainly brought by 
higher net inflows in the capital and financial accounts. Healthy capital flows, 
resilient remittance inflows and strong receipts from business process 
outsourcing (BPO) sector in the country were among the biggest contributors.  

 In its Philippine Quarterly Update, the World Bank (WB) lowered its growth 
forecast to 3.7% from its last month’s forecast of 4.2% annual GDP growth for 
2011. The decline is attributed to low public spending and persisting global 
economic turmoil. On a positive note, the World Bank sees light for next year’s 
growth, giving a projection of 4.2%, on the back of an influx in exports, an 
acceleration of public-private partnership projects and increased public 
spending. 

 The BSP reported that the total resources of foreign currency deposit unit (FCDU) rose to US$31.1 billion, 9.5% higher than 
previous month's record of US$28.4 billion. U/KB garnered the highest share at 95.9%, or US$29.8 billion, followed by thrift 
banks (TB) at 4.1%, or US$1.3 billion, and the remaining contributed by rural and cooperative banks at 0.1%, or about US$1 
million. 

 Owing to the government’s increased spending, the Philippines’ budget deficit widened by Php22 billion in November, a slight 
improvement over October’s Php21.3 billion deficit. For the first 11 months of the year, the country’s deficit amounted to Php96 
billion. 

 Following reports pointing towards increased government spending in November, the Department of Budget and Management 
(DBM) is confident that disbursements will remain high moving forward following the early passage of 2012’s Php1.816-trillion 
budget. Government departments and agencies have effectively disbursed a total of Php150.7 billion for the month of 
November, marking the highest year-on-year growth in spending this year. The increase in November spending is a reflection 
of the successful implementation of the Aquino administration’s Php72-billion stimulus package. 

 According to the Finance department, the government has tapped eight banks to help in its planned global bond float next year. 
Citigroup, Credit Suisse, Deutsche Bank, Goldman Sachs, HSBC, JP Morgan Chase, Standard Chartered and UBS have been 
identified to aid in securing a total of US$4 billion from foreign lenders next year, of which US$2.5 billion will come from 
commercial lenders while the remainder will be sourced from official development assistance. Recall that, last January, the 
government was able to raise US$1.25 billion from the issuance of global bonds. 

 
 

Tenor 16-Dec 23-Dec  Change

1m 2.24 2.22 -3

3m 1.81 1.66 -14

6m 1.96 1.82 -14

1y 1.66 1.76 10

2y 2.74 2.79 5

3y 3.47 3.47 0

4y 4.83 4.71 -12

5y 5.11 4.96 -15

7y 5.29 5.31 3

10y 5.70 5.43 -27

20y 6.57 6.83 25

25y 6.71 6.55 -16

Average -5

Peso Yield Curve                                         

(PDST-F Reference Rates)

Tenor 16-Dec 23-Dec % Change

ROP13 1.29 1.38 -9

ROP16N 2.34 2.42 -8

ROP19N 3.46 3.51 -5

ROP20 3.66 3.60 6

ROP21 3.68 3.64 4

ROP24N 4.59 4.46 13

ROP26 4.37 4.31 7

ROP30 4.94 4.92 2

ROP32 4.89 4.87 2

ROP34 4.93 4.92 0

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 26, 2011 

Philippine Peso 
 

 The Philippine peso slowly gathered strength against the US dollar as easing concerns in Western Continents triggered a relief 
rally for risk assets and as remittance flows continued to pour. Week-on-week, the peso posted a 0.39% gain against the 
greenback. Year-to-date, the peso is the second best performing currency in the region, posting a 0.74% gain against the US 
dollar. Except for the Chinese Renminbi (+4.21%), all other major currencies in Asia have depreciated against the greenback 
year-to-date. 

 Investments approved by the Board of Investments (BOI) and the Philippine Economic Zone Authority (PEZA) from January to 
November this year jumped 57.7% to Php585.94 from Php371.543 billion in the same period a year ago. The number of 
projects likewise jumped 34% to 894 from 667 in January to November 2010. Employment generated also went up to 149,795 
from 104,090. 

 
 

The week ahead (December 26 – December 29) 

 This past week, local shares and fixed income securities benefitted from risk-on sentiment amid favorable developments in the 
US and Europe. Still, the road for 2012 remains murky with the US’ sputtering economic recovery and Europe’s unresolved 
debt crisis. In this light, expect investors to lock-in gains and stay on the sidelines with four trading days left in 2011’s calendar. 


