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Direction of Global Interest 
Rates 



Safe Haven Bond Yields Near Record Lows 
Driven by the European Sovereign Debt Crisis and Global Growth Concerns 



Where have US Rates Been? 
Falling to all-time lows 



Where to next for US Rates? 
Analysts Forecasts versus Market Implied Forward Rates 

Here is the description of the table.  You 
may change or delete this text as you wish. 
This table is compatible with PowerPoint 97 
to 2007. 
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US Interest Rate Swaps 
Time to fix USD Interest Rates? 

 
 



Loan Details: 
Size: USD 10mio 
Margin: 180bps 
Benchmark: 3month USD 
Libor 
Interest Frequency: 
Quarterly 
Loan Maturity: 01 Aug 
2017 
Current Loan Rate 
(Including Margin): 
2.247% 
Equivalent Fixed Rate 
(including Margin): 
2.675% 

Hedging a variable rate USD loan 
Using a Fixed/Float USD Interest Rate Swap 



Direction of Interest Rates in 
the Philippines 



Historical direction of interest rates in the 
Philippines 

Policy rate at record low following the surprise rate cut last week. 
 
 



Expectations for future PHP Rates? 
Analyst Forecasts versus Market Implied Forward Rates: 

Here is the description of the table.  You 
may change or delete this text as you wish. 
This table is compatible with PowerPoint 97 
to 2007. 
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PHP Onshore Interest Rate Swaps 
Time to fix PHP Interest Rates? 

 
 



Loan Details: 
Size: PHP 10mio 
Margin: 180bps 
Benchmark: 3 month PHP 
PHIREF 
Interest Frequency: 
Quarterly 
Loan Maturity: 01 Aug 
2017 
Current Loan Rate 
(Including Margin): 
3.2015% 
Equivalent Fixed Rate 
(including Margin): 
4.7025% 

Hedging a variable rate PHP Loan 
Using a fixed/float PHP Interest Rate Swap 



Comparison of Sovereign 
Debt Profiles 



Developed Markets Sovereign Debt 
Significant Levels of Debt as a % GDP 

 
 



Emerging Markets Sovereign Debt 
Lower Levels of Debt as a % GDP 

 
 



Sovereign CDS Market 
Implied Probability of Default from 5YR CDS Spreads 

Sovereign S&P Moody’s 5Yr CDS 
Spread 

5Yr Default 
Probability 

Spain BBB+ Baa3 *- 551 38% 

Italy BBB+ Baa2 496 35% 

Indonesia BB+ Baa3 177 14% 

Philippines BB+ Ba2 148 12% 



Spanish Debt Distribution 
Significant Short Term Funding Requirements. 

 
 



Philippines Debt Distribution 
A More Balanced Debt Profile 

 



Conclusions 

1 

2 Interest Rates in the Philippines are also expected to 
remain low due to global growth concerns and a strong 
Peso. 

Interest Rates for safe haven countries are still near 
record lows and not expected to rise significantly in the 
near future. 

The Sovereign debt profile of the Philippines compares 
favorably to that of a significant number of developed 
market countries.  
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