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August 20, 2012 

 
Global Financial Markets 
 

Most global equities surged throughout the week following the release of favorable figures of US retail sales and housing 
permits and Germany Chancellor Angela Merkel’s comments backing the European Central Bank’s insistence in mitigating 
the Euro-debt crisis. However, Asian markets plunged after discouraging export figures continued to magnify China’s 
economic slowdown. 
 
 

 
Global Equities 
 
 

Global stocks began the week 
strong amid positive reports on 
US building permits and as 
retail sales were released. The 
upturn trend of stocks was 
sustained throughout the week 
after the encouraging 
comments made by the 
German Chancellor to assist 
European Central Bank’s 
approach to resolve the 
worsening Euro debt crisis. 
The MSCI World Equity Index 
inched up 0.77% week-on-
week. S&P 500 gained 0.91%. 
The Dow Jones Industrial 
Average rose 0.65% while 
MSCI Europe climbed 0.31%. 
 

Economic data released during 
the week signaled a firming 
and optimistic US growth amid 
ailing global economic 
conditions. 
 

 
 

 US retail sales in July soared to the highest level in 5 months. Retail sales figures rose 0.8% month-on-month, against a 
market estimate of +0.4%, balancing out the previous three consecutive months of declines. Gains in the retail sales sector 
were apparently broad-based. All key areas of the sector delivered growth, with a 1.1% gain at furniture stores and a 1.0% 
increase in building materials. Restaurants, auto-dealers, electronics shops and online stores also booked concrete 
earnings.  
 

 Despite US housing starts declining in July, new permits climbed to the highest level in 4 years. Home construction in the 
US declined 1.1% month-on-month to a seasonally adjusted annual rate of 746,000, lower than the 756,000 read 
economists had expected. In a separate report, new housing permits, a measure of future construction, climbed 6.8% to a 
seasonally adjusted annual rate of 812,000—the highest level in 4 years. Economists expected the number to register a 
1.2% increase to an annualized level of 769,000. 

 
German Chancellor Angela Merkel claimed that her country will do whatever it can to keep the European Monetary Union intact and 
that European Central Bank President Mario Draghi’s recent comments on preserving the currency were ―completely in line‖ with 
Germany’s plans. "What he said is something that we repeated time and again, that we feel committed to do everything we can in 
order to maintain the common currency," Merkel commented.  
 
Asian markets declined during the past week as weak export data suggested that the Chinese economy continued to slowdown. This 
was further buoyed by the refusal of the Chinese central bank to loosen monetary policies to prevent a spike in house prices. China’s 
trade surplus narrowed as both export and import figures fell below forecast. The trade surplus retreated to US$25.1 billion, from 
US$31.7 billion figure realized in June. Exports rose by 1% and imports soared by 4.7%, as opposed to the 8% and 7% estimates. 
 
 

09-Aug-12 16-Aug-12 % Change

MSCI World 1,277.79 1,287.62 0.77%

MSCI Europe 93.46 93.75 0.31%

MSCI Asia-Pacific ex-Japan 429.84 427.01 -0.66%

Dow Jones Industrial Average 13,165.19 13,250.11 0.65%

S&P 500 1,402.80 1,415.51 0.91%

Global Equity Performance
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August 20, 2012 

 
Global Bonds 

 
US Treasury bond prices plummeted during the week as data on US building 
permits, industrial production, retail sales and jobs showed improvement, and 
consequently weakened demand for safe-haven assets. The yields of the 10- 
and 30-year government securities advanced 14.65 basis points and 19.78 
basis points, respectively, while the 3-month yield declined 3.03 basis points. 
 
Currencies 

 

For the week, the euro strengthened against the US dollar after the successful 
sale of EUR8 billion worth of Treasury bills by Italy and on positive comments 
from German Chancellor Merkel to support European Central Bank’s pledge 
to protect the currency.  
 
EUR 8 billion worth of treasury bills were successfully auctioned off by Italy in 
the previous week. Meanwhile, 12-month Roman bills were sold at an average 
yield of 2.767%, compared with 2.697% at the previous auction in July. The 
bid-to-cover ratio came in at 1.69x compared with 1.55x in July. 
 
 
 
 
 
The week ahead (Aug 20 – Aug 24) 

 
The performance of global financial markets in the past week were heavily hinged on the encouraging economic data releases in the 
US, as well as Germany’s Chancellor statement siding with the European Central Bank bond-buying effort.  
 
Market watchers will continue to monitor the developments in the European economy whether German Chancellor Angela Merkel 
and European Central Bank will stay committed in helping to reduce borrowing cost in indebted countries. Investors anticipate 
concrete actions to be developed in order to accelerate the pace and aid the ailing European economy. 

US Treasury Yield Curve

Tenor 9-Aug 16-Aug  +/- bps

3m 0.112 0.081 -3.03

6m 0.142 0.137 -0.54

2y 0.272 0.292 1.95

5y 0.729 0.818 8.84

10y 1.688 1.835 14.65

30y 2.755 2.953 19.78

Currencies 

10-Aug 17-Aug % Change

USD/PHP 41.885 42.420 -1.26%

EUR/USD 1.2289 1.2377 0.72%

GBP/USD 1.5690 1.5716 0.17%

USD/JPY 78.28 79.49 -1.52%

AUD/USD 1.0577 1.0452 -1.18%

USD/CHF 0.9772 0.9704 0.70%

EUR/CHF 1.20084 1.20107 -0.02%

EUR/JPY 96.17 98.38 -2.25%
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August 20, 2012 

 
Philippine Financial Markets 
 

Lackluster trading was observed in the local equities market as investors remained cautious amid lack of investment 
leads in the domestic front and mixed news abroad. The peso depreciated against the greenback, closing above the 
Php42 a dollar level, as dimmer hopes of quantitative easing in the US coupled with dismal reports in the domestic front 
continued to hurt demand for the country’s assets. Meanwhile, government securities rallied following optimistic views 
of the central bank that inflation will still reach its target despite weather-induced supply disruptions. 

 
 
Local Equities  

 

For the week, trading in the local equities market has been lethargic with volume 
turnover averaging at Php4 billion per day as investors remained cautious amid 
the absence of market-moving news in the domestic front while economic 
releases offshore were mixed. Strong first semester earnings released during the 
week and upbeat economic reports in the US failed to lift market sentiment as 
players continued to seek solid signs that a global recovery is on track. MSCI 
rebalancing towards the end of the week likewise placed selling pressure on the 
index. Week-on-week, the PSEi surrendered 56.54 points, or -1.07%, to close at 
5,206.81. 

 
 

Conglomerates 
 

 San Miguel Corp. saw its net income in the first half rise by 31% to Php14.1 billion pesos. The company’s revenue 
climbed by 25% to Php329.5 billion while its operating income slid 20% to Php25.1 billion due to higher prices for 
crude oil and other raw materials. San Miguel President Ramon Ang said they expect sales to soar to almost US$20 
million mainly through acquisitions and to aim to for revenue to reach US$30 billion by 2017.  
 

 GT Capital Holdings Inc. saw its net profit in the first half rise by 136% to Php4 billion. This is mainly attributed to one-
time gains booked by Federal Land Inc. and double-digit expansion in core earnings. Federal Land reported a 
consolidated net income of Php1.7 billion for the first semester, a 770% increase from the same period last year. 
Meanwhile, core earnings of the conglomerate went up to Php2.6 billion for the first half of the year, with consolidated 
revenues jumping by 188% year-on-year to Php10 billion due to higher net income contribution of association, 
consolidation of power generation unit by Global Business Power Corp. and remarkable gain of Federal Land. 
 

Financials 
 

 Security Bank Corp. doubled its first half net profit to Php5 billion from Php2.4 billion in the same period last year. The 

bank stated it benefited from a one-time gain from the disposal of investment securities. The bank’s loan book 

increased by 29% to Php110.3 billion versus year-ago levels, propelling the bank’s asset base expansion of 11% to 

Php235 billion while deposits rose by 26% to Php130.7 billion year-on-year. Net interest income grew by 14% to Php4 

billion from the same period last year and net interest margin stood at 3.95% while non-interest income, net of one-

time trading gains, was steady as gains from underwriting fees offset foreign exchange earnings slack. 

Consumer 
 

 Jollibee Foods Corp. saw its net profit for the first semester climb by 21.2% year-on-year to Php1.59 billion due to 
improved margins and higher sales in both local and foreign businesses. System-wide sales in the first semester, 
which is a measure of all sales to consumers both from company-owned and franchised stores, rose by 13.5% to 
Php44.5 billion while foreign business soared by 24.7% as operations in China, Southeast Asia and US grew 30.9%, 
22.5% and 13.3%, respectively.  
 

 Universal Robina Corp. (URC) has moved to spend Php7.2 billion to fully acquire its subsidiary, URC International 
Co., Ltd. The firm has already received approval to purchase 23% of its subsidiary. The acquisition will allow URC to 
fully secure the strong growth from its operations in China, Malaysia, Indonesia, Thailand and Vietnam. 

 

 
 

3-Aug 10-Aug % Change

PSEi 5,285.91 5,263.35 -0.43%

Philippine  Stock Exchange  Index

10-Aug 17-Aug % Change

PSEi 5,263.35 5,206.81 -1.07%
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August 20, 2012 

 
Property 

 
 Ayala Land Inc. (ALI) has bid Php23.9 billion for a 74-hectare portion of the Food Terminal Inc. (FTI) property in 

Taguig City. The company was declared the highest bidder after topping Empire East Land Holdings Inc. and 

Robinsons Land Corp whose bids amounted to Php14 billion and Php10.2 billion, respectively. Property tycoon 

Andrew Tan said the results of the bidding was a good indication that investors were bullish about the economy and 

real estate industry. 

Power 
 

 Manila Electric Co., (Meralco), through its wholly-owned subsidiary Meralco PowerGen Corp., is planning to build a 
liquefied natural gas (LNG) power plant in Atimonan, Quezon. This is in partnership with Chubu Electric Power, a 
Japanese electric utilities provider, as part of plans to help secure the growing electricity requirements within its 
franchise area. The LNG power facility could generate 1,200 to 1,750 megawatts.  

 
Telecommunications 

 
 Globe Telecom, Inc. reported that Php8.6 billion in cash dividends will be paid out next month. This is a 4.88% 

increase from last year’s dividend distribution of Php8.2 billion as spending for a huge network upgrade had not yet 
cut into profits in 2011. The company stated that 86% of the total cash dividend payout will be coming from 2011 core 
net income after it climbed by 11% from a year-ago levels, as service revenues reached an all-time high from mobile 
and broadband subscribers.  

 
Media 

 
 ABS-CBN Corp. posted a net income of Php927 million in the first half of the year, a 45% decline from the Php1.677 

billion recorded in the same period last year. This is attributed to the effects of the one-time gain from the sale of 
Philippine Depository Receipts of its unit last year. In spite of the decline, the company is confident that they would 
able to exceed its profit target of Php1.3 billion for the year due to strong recovery in the second half of the year. The 
company pointed out that revenues have been posting double-digit growth starting this month. 
 

Mining & Oil 
 

 Earnings of Atlas Consolidated Mining and Development Corp. for the first semester fell by 20.61% to Php1.61 billion 
against Php2.028 billion it posted a year ago. This is partly due to a decline in earnings from its operations in Cebu. 
Carmen Copper, a wholly-owned subsidiary of Atlas, saw its core net income for the first semester decline by 20.42% 
to Php1.66 billion from Php2.09 billion from the same period last year. However, the company said that its subsidiary’s 
revenues rose by 13% to nearly Php7 billion due to better production which offset lower copper prices realized in the 
period.  

 
 

Philippine Bond Markets  

 
Government securities rallied during the week as comments from the central 
bank doused fears of rising consumer prices. Recent flooding caused by 
heavy rains during the past weeks stoked inflation concerns. However, BSP 
Governor Tetangco calmed the market Tuesday, stating that prices will remain 
in check with average inflation to fall within the 3.0-5.0% target range. Week-
on-week, yields declined by an average of 4 basis points. The drop was 
observed across the curve, with the short, intermediate and long portions of 
the curve giving away 7, 1, and 6 basis points, respectively. 
 
The Bureau of the Treasury sold Php9 billion worth of bonds due in 25 years. 
Government received Php26.26 billion total bids, allowing the Bureau of 
Treasury to sell all the debt on offer. The coupon rate for 25-year bond is 
5.75% while bids ranged from 5.610% to 5.800%. 
 
 
 
 
 

Tenor 10-Aug 17-Aug  Change

1m 2.31 2.25 -6

3m 1.60 1.57 -3

6m 1.99 1.90 -10

1y 2.65 2.57 -7

2y 2.96 2.92 -4

3y 3.94 3.90 -4

4y 4.67 4.60 -8

5y 4.71 4.81 10

7y 4.90 4.91 1

10y 5.04 5.02 -2

20y 5.83 5.79 -4

25y 6.04 5.91 -12

Average -4

Peso Yield Curve                                       

(PDST-F Reference Rates)
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August 20, 2012 

 
Philippine Peso 

 
The Philippine peso weakened against the dollar as better-than-anticipated economic releases in the US eased hopes of stimulus 
measures from the US Fed in the near term, dampening demand for risky assets. Disappointing reports on the local front – 
remittances in July registered its slowest growth in the past 15 months while tax revenues in July fell short of its target for the period 
– also weighed on market sentiment. Week-on-week, the peso shed 53.5 centavos, closing at 42.420.  
 
Tax collections of the Bureau of Internal Revenue for the month of July amounted to only Php85.32 billion, reflecting nearly a Php2 
billion shortfall of its Php87.35 billion target for July. BIR likewise missed its revenue target for the first seven months, collecting only 
Php604.68 billion, roughly Php15 billion short of the agency's Php622.71 billion target for the period. Despite missing its targets, BIR 
Commissioner Kim Henares however noted that the agency is still optimistic in reaching its full-year target. 
 

The week ahead (Aug 20 – Aug 24)  

Ghost month starts officially. Philippine stocks will continue to trade in a narrow range with a downward bias this upcoming week. 
There will be no trading on Monday (Aug. 20) and Tuesday (Aug. 21) which were declared official holidays, leaving only a 3-day 
trading window. Trading volumes are expected to remain light (close to US$100 mn/ day) as local investors take a respite on an 
effective 4-day weekend. Low value turnout will be aggravated by the "ghost month" period. We have noted that in the past 21 years, 
Philippine stocks have exhibited a decline in the months of August (month-on-month) in 13 occasions (almost 62%). While no 
scientific explanation exists, it is common market belief that Asian funds (which celebrate the Ghost festival) tend to be less active in 
equity investing for these periods.  
 

MBT and MER fall on artificial selldown. From a technical perspective, the PSEi is bound to test its immediate support levels of 
5,145 to 5,206--the critical 50 and 100 day moving averages. A breach at these levels would put the PSEi on the verge of a short 
term breakdown of its uptrend. Blue chip issues such as MBT and MER continue to exhibit "artificial" price weakness as they were 
effectively reduced by the MSCI's recent re-balancing. Both issues should be ripe for the picking by month-end once the MSCI has 
fully adjusted the weights come August 31. MER and MBT has have already lost as much as 8% and 11 % in values for August 
alone, putting them at attractive trading levels. 
 
Trading in the local fixed income and currency markets will remain lean pending the release of second quarter GDP figures on 
August 30. Inflation concerns brought by weather-induced supply disruptions will likewise continue to weigh on market sentiment. In 
the global front, lingering fears of a global economic slowdown will likewise contribute to a lethargic trading next week. 


