
 

February 22, 2016     
Global Financial Markets 

Global equities rebounded strongly as bargain-hunting ensued following the prior week’s substantial declines. 
Conversely, US Treasury prices slipped as risk-on sentiment prevailed and funds surged back to risk assets. The US 
Dollar strengthened relative to the Euro all throughout the week even as economic data out of the US remained mixed and 
as we approach the March ECB meeting wherein additional easing is expected. 
  

Global Equities 
 

Global equities rebounded strongly as 
bargain-hunting ensued following the prior 
week’s substantial declines. Sentiment 
was also boosted by a recovery in oil 
prices and banking stocks, as well as a 
number of encouraging data points.  
 
US markets kicked off the week on 
Tuesday as offices were closed Monday 
for Presidents Day. Thereafter came a 
three-day rally on the back of cheap 
valuations and strong industrial production 
data. Investors also looked to the FOMC 
meeting minutes, which were released 
Wednesday night. According to the 
meeting minutes, Fed officials were clearly 
concerned with the uncertainty and the 
outlook for inflation and growth at their 
January policy meeting. The minutes 
stated that "a number of participants were 
concerned about the potential drag on the 
US economy from the broader effects of a 
greater-than-expected slowdown in China 
and other emerging market economies." 
Participants further saw that the overall 
implications of these global developments 
for domestic economic outlook was 
unclear, though they all agreed that uncertainty increased, posing some downside risks to the outlook. 
 
European and Asian stocks both mirrored Wall Street gains, with a rebound in the European banking sector and more bargain-
hunting in Chinese stocks. Many also focused on the speech by ECB President Mario Draghi. According to the ECB President, “the 
ECB is ready to do its part” and the governing council “will not hesitate to act” at its March policy meeting if the financia l market 
turmoil threatens the economic outlook. He added that given the recent financial volatility, they would analyze the state of 
transmission of their monetary impulses by the financial system and by banks. 
 
Week-on-week, the MSCI World index spiked 5.08% led by the European region, which jumped 8.29% and the Asia-Pacific  ex-
Japan region which rose 3.90%. US equities were up as well, with the S&P500 Index and the Dow Jones Industrial Average Index 
climbing by 5.07% and 5.34%, respectively.  
 

Data from the US was a mixed bag for the week, though bargain-hunting ultimately caused markets to rally.  
  

 Data released by the Commerce Department last Friday showed that sales at retail stores and restaurants rose by 0.2% 

MoM last January (vs consensus est. +0.1%), while the December figure was upwardly revised to a +0.2% gain instead of 

a decline. This increase offered hope that the US economy may potentially buck a slowdown in the global economy a get 

through a manufacturing downturn. 

 Import prices in the US fell last January for a seventh consecutive month as the cost of petroleum products declined and a 

strong dollar caused prices of a range of goods to fall. According to the Labor Department, import prices were down 1.1% 

in January, following the 1.1% decline in December. Consensus had forecasted import prices tumbling 1.4%. This 

indicates that they may be experiencing weak inflation in the near term.  

 According to the National Association of Home Builders, builder confidence in the market for new single-family homes 

dropped by three points to a seasonally adjusted level of 58 in February, lower than the market estimate of 60. This was 

the lowest level since May, from an upwardly revised reading of 61 last January.  

 For the month of January, the New York Federal Reserve's Empire State general business conditions index improved to -

16.64, from a -19.37 in January. The decline was due to new orders and shipments under pressure despite improving 

month-on-month.  

11-Feb-16 18-Feb-16 % Change

MSCI World 1,468.90 1,543.51 5.08%

MSCI Europe 102.32 110.80 8.29%

MSCI Asia-Pacific ex-Japan 365.08 379.33 3.90%

Dow Jones Industrial Average 15,660.18 16,453.83 5.07%

S&P 500 1,829.08 1,926.82 5.34%

Global Equity Performance
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 According to New Minneapolis Federal Reserve President Neel Kashkari, lawmakers ought to consider "bold, 

transformational" rules including the breaking up of the country's largest banks. Meanwhile, according to Fed President 

Patrick Harker, the right play for the central bank may be to wait for evidence of higher US inflation before raising rates for 

a second time. He further urged, that at least temporarily, a "conservative" approach should be taken to settle policy.  

 Last January, industrial production in the US grew at its fastest rate in 5 and a half years. IP was up 0.92% on a monthly 

basis, beating the market estimate of a +0.4% increase, though the December figure was downwardly revised to 0.7%. 

The increase was driven by a spike in electricity generation, coupled with higher manufacturing output to meet demand for 

new autos. Capacity utilization rose 0.7% to 77.1%, likewise beating the market estimate of 76.7%. 

 Last January, US housing starts dropped by 3.8% month-on-month, much lower than the market estimate of a 2.0% gain, 

to a seasonally adjusted annual rate of 1.099 million (vs. market estimate of 1.173 million). This was the slowest rate since 

October.  

 The US producer price index crept higher by 0.1% MoM last January, higher than the market estimate of a -0.2% decline. 

Core prices were up 0.4%, also beating the market estimate of +0.1%. Overall, however, producer prices were down 0.2% 

YoY, the 12th straight month of annualized decline. Core prices were up 0.6% YoY. Another core measure, once which 

also excludes trade service prices, went up 0.8% YoY.  

 The number of Americans filing for unemployment claims declined to the lowest level in three months last week, as initial 

jobless claims fell by 7,000 to a seasonally adjusted 262,000 (market estimate was at 275,000). The less-volatile four-

week moving average of claims likewise fell by 8,000 to 273,250, the lowest average level of 2016. Meanwhile, continuing 

claims, or those drawn by workers for more than a week, were up 30,000 to 2,273,000.  

 According to the Conference Board, its leading economic index edged down by 0.2%, meeting the market estimate, 

following December’s downwardly revised -0.3% decline. However, director of Business Cycles and Growth Research at 

the Conference Board stated that despite the back-to-back monthly declines, the index doesn’t signal a significant increase 

in the risk of recession.  

 

 

Global Bonds  
 

US Treasury prices slipped as risk-on sentiment prevailed and funds surged 

back to risk assets. Prices started slipping last Friday when US Consumer 

spending data regained momentum in January, underscoring the economy’s 

resilience. This led some to infer that the economy may not be slowing as 

much as previously speculated. However, losses were pared as some funds 

returned to bonds in an effort to protect capital after the release of Fed 

meeting minutes. The minutes revealed that a number of Fed officials were 

concerned with the possible drag on inflation and growth resulting from the 

continued slowdown in Chinese demand. 

 

Week-on-week, yields increased by an average of 6.11 basis points. The two-year note yield gained 4.34 basis points to close at 

0.693%. Meanwhile, the ten-year benchmark yield climbed 8.06 basis points to close at 1.740%.  

 

 

Currencies  

 
The US Dollar strengthened relative to the Euro all throughout the week even 

as economic data out of the US remained mixed and as we approach the 

March ECB meeting wherein additional easing is expected. The greenback 

ended last week strong as US retail sales data printed at 0.6% (MoM), an 

improvement from negative growth of 0.3% in December. Including sales of 

autos, fuel, building materials and restaurant meals, US retail sales still posted 

positive growth of 0.2%. Into this week, the US Dollar sustained its rebound on 

dovish commentary from ECB Chief, Mario Draghi, pledging in the clearest 

terms yet his readiness to do whatever necessary to defend Eurozone 

economic growth. The US Dollar stayed resilient, Tuesday, despite weaker US 

Homebuilder sentiment for February which was largely attributed to poor 

weather conditions affecting open-house visits. Fundamental housing demand stayed strong, per reports. Mid-week, US industrial 

production data for January added fuel to the fire with growth registered at 0.92% (MoM) from December, beating expectations of 

only 0.4% growth. The outperformance, driven by strength in utilities and automotives, more than offset weaker-than-expected new 

housing starts, which fell -3.8% (MoM, vs. Est. +2%) likely due to inclement weather. Then, as we approached the weekend, the US 

US Treasury Yield Curve

Tenor 11-Feb 18-Feb  +/- bps

3m 0.280 0.290 1.02

6m 0.377 0.433 5.61

2y 0.650 0.693 4.34

5y 1.132 1.197 6.55

10y 1.659 1.740 8.06

30y 2.498 2.609 11.09

Currencies 

11-Feb 18-Feb % Change

USD/PHP 47.450 47.580 0.27%

EUR/USD 1.1313 1.1126 -1.65%

GBP/USD 1.4459 1.4337 -0.84%

USD/JPY 111.73 113.89 1.93%

AUD/USD 0.7041 0.7162 1.72%

USD/CHF 0.9700 0.9931 2.38%

EUR/CHF 1.09740 1.10495 0.69%

EUR/JPY 126.40 126.71 0.25%



 

Dollar rallied again on account of the minutes of January's ECB meeting being released and the broad-based downgrade by the 

OECD of global growth. OECD estimates were lowered on slowing key economies and depressed commodity prices while minutes 

point to the likelihood of further easing by the ECB this March. 

 

Week-on-Week, the EUR/USD pair trended downward, falling 1.87 US Cents, or -1.65%, to close trading at the 1.1126 level.    

 

 

The week ahead (February 22 – February 26) 

 

Upcoming significant data releases include the US CPI tonight, and consumer confidence and housing data next week. We expect 

markets to trade sideways with a slightly upward bias as the somewhat positive sentiment carries over into next week, though 

caution on global growth prospects may limit gains. Thus, Treasuries will likely trade within a range as markets continue to react to 

economic data releases and developments on oil. For next week, expect the EUR/USD pair to move sideways with a slight 

downward bias as we continue to approach the March ECB Meeting. 

  



 

 

Philippine Financial Markets 

The local equities market rallied in-line with the global equity markets on the back of strong rebound on oil prices. On the 
local fixed income space, prices of government securities fell amid a well-received 5-year FXTN reissuance, the successful 
completion of the government’s US$2 billion 25-year RoP sale, and volatility in the global macro space. The Peso moved 
sideways in range-bound trading vis-a-vis the US Dollar all week, hardly depreciating as markets considered the mixed 
economic data released this week. 

 
Local Equities  
  
The week started off on a high note as China came out with a good news 
about its currency being fixed at a higher level over the past weekend. This 
was sustained on news that the ECB President, Mario Draghi, will do whatever 
it takes to support the economy, which fuelled speculations that there could be 
more policy easing. By mid-week, several OPEC members agreed to freeze 
production at current levels, resulting to a sharp rally in oil prices. However, the 
PSEi's huge gains were capped by the end of the week as investors took the 
opportunity to take profits. Moreover, two more local companies released the 
full year results of their operations for 2015, which came out to be both 
underwhelming with one just hit analysts' forecasts while the other one fell 
short of expectations.  

Week-on-week, the PSEi gained 137.61 points, or +2.07%, closing at 6,792.06. For the week, foreigners were net sellers at 
Php1.17 billion, or US$24.53 million. 

 

Industrial: 

 Gokongwei-led, Universal Robina Corp. (PSE ticker: URC), reported a 47.4% increase in net income to Php4.79 billion in the 

first three months of its fiscal year 2016. The growth was primarily driven by the unrealized foreign exchange gains and 

market valuation of financial assets from the company's debt currency forward hedge. Operating income grew by 16.1% to 

Php5.14 billion due to lower costs of input materials such as palm oil, creamer, robusta bean, and PET resin. Sales, on the 

other hand, grew at a slower pace of 11.3%, as its branded foods segment rose by 10.3% while its soft commodity segment 

expanded by 16.6%. The company's domestic branded consumer food business slowed down to 5.8% due to the more 

intensified competition in the coffee segment. 

 In a statement late Wednesday, Ramon S. Ang, president of Petron Corp. (PSE Ticker: PCOR) and its parent conglomerate 

San Miguel Corp. (PSE Ticker: SMC), said that Petron Corp. net income for 2016 could reach Php18 billion, even with global 

oil prices at USD30 per barrel. He attributed this to the company’s upgraded Bataan refinery, which had become very 

efficient in its fuel extraction, with output now at 180,000 barrels a day. The upgrade has resulted to growth in the refinery’s 

economic yield of gasoline or diesel to 93% for every barrel from about 60% economic yield before the upgrade. 

Financials: 

 Rizal Commercial Banking Corporation (PSE Ticker: RCB) reported an unaudited consolidated net income of PHP5.1-billion 

in 2015, which increased by 15.2% from 2014. Its core income, excluding trading gains and extraordinary income, grew by 

43%. Moreover, RCB’s loan volume for corporate, consumer, and SME segments grew by 18%, 17%, and 24% respectively 

while posting a Net Interest Margin (NIM) of 4.15% and a consolidated net NPL ratio of 0.79%. 

 

Services: 

 Puregold Price Club, Inc. (PSE ticker: PGOLD) official said that the company could have hit a 10-11% revenue growth in 

2015. For 2016, the PGOLD is targeting a double-digit revenue growth of at least 10% as they expect election-relation 

spending to boost their sales. They also cited that their same-store-sales growth grew very strong at 3.7%. PGOLD's 

revenues include sales from S&R and its typical Puregold grocery format. 

Property: 

 Robinsons Land Corp. (PSE Ticker: RLC) grew its net profit in the quarter ending December 2015 by 18% year-on-year 

(YoY) to Php1.65 billion. Consolidated revenues increased by 13% to Php5.39 billion while cash flows grew by 16% YoY to 

Php3.01 billion. RLC’s commercial centers division, which generated 46% of the company’s total revenues, grew 13% YoY 

for the quarter. Meanwhile, its residential division contributed 33% to the company’s revenues, posting an increase of 5%. 

RLC’s office buildings division posted the fastest growth at 40% increase YoY for the quarter and contributed 12% to total 

company revenues. Finally, the hotels division generated 9% of total company revenues (up 11% YoY). 

12-Feb 19-Feb % Change

PSEi 6,654.45 6,792.06 2.07%

Philippine  Stock Exchange  Index



 

 SM Prime Holdings, Inc. (PSE ticker: SMPH) plans to offer low-cost housing starting this year. The company said that it will 

comprise about a tenth of the 12,000 to 15,000 units of the total units the developer plans to launch this year. The projects 

will comprise units within the Php800,000 to Php1.5 million price range for both mid-rise and house & lot developments. 

SMPH plans to launch its maiden projects for the segment in the Mall of Asia complex, Las Piñas, Bicutan, Sucat, Tagaytay 

and Quezon City. 

Holding Firms: 

 Ramon Ang-led, San Miguel Corp. (PSE ticker: SMC), will be issuing Php30 billion of preferred shares to refinance its 

existing dollar-denominated debt. The issue will involve 280 million Series 2 preferred shares and an additional 120 million 

shares in case of oversubscription. The shares are intended to be offered at Php75 a piece. They will have a cumulative, 

non-voting, non-participating and non-convertible features. The company also intends to allocate some of the proceeds to its 

investments in existing subsidiaries such as infrastructure and telecommunications. 

 

Philippine Bond Market  
 

On the local fixed income space, prices of government securities fell amid a 
well-received 5-year FXTN reissuance, the successful completion of the 
government’s US$2 billion 25-year RoP sale, and volatility in the global macro 
space. There were no significant local data releases during the period, which 
caused lackluster trading during the week. Otherwise, investors also tuned 
into the FOMC meeting minutes, which were released Wednesday night. 
More dovish rhetoric from the Fed served to encourage cautious trading 
globally.  
 
On Tuesday, the Bureau of the Treasury sold Php25 billion worth of 5-year 
FXTNs (Reissuance of FXTN 5-73) with a coupon of 3.375%. Strong demand 
was seen as the government received a total of Php56 billion in bids, more 
than twice the offer, and the bonds were fully awarded. Average yield was at 
3.647%, which a low of 3.500%, and a high of 3.725%. 
 
Yields rose by an average of 2.8 basis points for week-on-week. The short-
end of the curve fell by 40.13 basis points, while the belly and long-end of the 
curve spiked 35.18 and 21.24 basis points, respectively. 
 
 
 
Philippine Peso  

 
The Peso moved sideways in range-bound trading vis-a-vis the US Dollar all 

week, hardly depreciating as markets considered the mixed economic data 

released this week. The Peso started the week on a higher note as US retail 

sales of 0.2% in January (vs. -0.30% last December) was offset by poor 

consumer sentiment with the University of Michigan preliminary gauge 

registering a lower score of 90.7 from 92.0 the previous month. Investors 

took profit Tuesday, however, on the chance of a weaker OFW remittance 

figure coming out this week and on higher corporate demand for the 

greenback. Mid-week, the Peso continued to slide as investors awaited the 

release of January's FOMC minutes to color market outlook. The Peso 

rebounded Thursday, however, as the minutes did show a divided FOMC 

second-guessing the strength of the US economy, serving to push expectations of the first interest rate hike this year even further 

out. Once again, investors took profit on the Peso right away especially as critical US inflation data was due out, as crude oil prices 

fell again and as the OFW remittance result (which later turned out to be robust) was due to be announced. 

 

Week-on-week, the USD/PHP pair traded sideways with a slight upward bias, rising 15.5 centavos, or 0.33%, to close the week at 

the 47.67 level. 

 

 Under the recently approved Philippine Exports Development Plan (PEDP) 2015-2017, Philippine exports are expected to 

grow by 8% to 9% in 2016. Moreover, the total value of export receipts is seen to hit roughly USD93 billion in 2016 from 

the estimated USD85.5 billion recorded last year based on the official targets of the Department of Trade and Industry. 

T enor 12-Feb 19-Feb  Change

1m 3.85 2.42 -143

3m 3.61 1.89 -172

6m 3.22 3.74 52

1y 2.48 3.50 102

2y 3.68 3.58 -10

3y 3.95 3.83 -11

4y 3.50 3.90 40

5y 3.94 4.31 38

7y 3.75 4.50 75

10y 3.83 3.82 -1

20y 5.43 5.45 1

25y 4.71 5.34 63

Average 2.8

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)

Currencies 

11-Feb 18-Feb % Change

USD/PHP 47.450 47.580 0.27%

EUR/USD 1.1313 1.1126 -1.65%

GBP/USD 1.4459 1.4337 -0.84%

USD/JPY 111.73 113.89 1.93%

AUD/USD 0.7041 0.7162 1.72%

USD/CHF 0.9700 0.9931 2.38%

EUR/CHF 1.09740 1.10495 0.69%

EUR/JPY 126.40 126.71 0.25%



 

This, however, was much lower than the expectations of the private sector, led by the Philippine Exporters Confederation 

Inc., which expects export revenues to breach the USD100 billion mark this year. 

 According to the Bangko Sentral ng Pilipinas (BSP), it will implement the interest rate corridor (IRC) system as early as 

April this year. However, it expects the market to experience some volatility because of the uncertainty ahead of the final 

implementation. The BSP aims to have a more effective implementation of its monetary stance by using a narrower range 

between the floor (borrowing) and ceiling (lending) rates. Together with the IRC system, the BSP would auction term-

deposit facilities at least once a week. 

 The country's economic managers lowered their target for gross domestic product (GDP) to 6.8-7.8% in 2016 from 

previous estimate of 7.0-8.0%. They attributed potential risks from the challenging external environment but they were 

optimistic that the robust domestic demand could partially compensate. It also cited the decelerating growth from the OFW 

remittances but expects to achieve 4% growth this year. For the succeeding years, they expect GDP to pick-up modestly 

at 7-8% for 2018 and 6.9% and 7.9% for 2019. Meanwhile, inflation targets are kept at 2-4% until 2019. 

 The Bureau of Treasury said that the Philippine government launched its fresh sovereign commercial borrowing with a 

buyback program. The government said that it started marketing 25-year dollar dominated bonds and has invited holders 

of October 2016 up to January 2037 bonds to submit offers to sell the bonds for cash. The treasury has yet determined the 

aggregate purchase price for buyback. However, National Treasurer Roberto B. Tan said that the government intends to 

use USD1.25 billion to buy existing notes as it seeks to cut borrowing costs. 

 In a report from the Bureau of Customs (BOC), it showed that it has collected Php30.9 billion of custom duties during the 

first month of the year. This was 21.1% lower than its goal of Php39.2 billion goal for the month which it attributed to the 

persistent drop in oil prices. Oil revenue collections declined to Php3.9 billion only from Php4.6 billion reported in the same 

period last year. Meanwhile, non-oil revenues rose to Php26.9 billion from Php24.7 billion. The value of non-dutiable 

imports die to free trade agreements has now reached 70% of the total value of imports. For this year, BOC maintains its 

target of Php498.7 billion, 14% higher than last year's goal. 

 Data from the Bangko Sentral ng Pilipinas (BSP) showed that bad debts held by thrift banks rose by 23.4% to Php31.311 

billion at end-2015. This brought the thrift banks' gross non-performing loans (NPLs) ratio to 4.5%, a bit higher than the 

4.4% posted in 2014. As such, thrift banks increased their allowance for potential credit losses for the year to Php16.241 

billion but reserves against potential defaults dropped to 3.31% (vs. 3.38% PY) while coverage against NPLs fell to 72.81% 

from 76.73% the previous year. Nonetheless, the banks managed to deliver higher profits at Php12.23 billion, translating to 

an 18.89% growth year-on-year. 

 According to the Asian Development Bank (ADB), inclusive investment deals in the Philippines are expected to grow 

tenfold in the Philippines by 2025. The lender expects the number of inclusive business at 50 in 2025 from five in 2015, 

with investments estimated at USD940 million from USD94 million in the same period. The ADB defines inclusive business 

as “a private sector core business activity that creates at scale innovative and systematic solutions to the relevant 

problems of poor and low-income people” through partnership. 

 For the second time this year, the International Monetary Fund (IMF) cut its growth projection for the Philippines to 6% 

from 6.2%, citing external challenges for the downgrade. In a statement, the IMF noted that real GDP growth will be driven 

by continued strong domestic demand, offsetting weak net exports. Furthermore, IMF added that the economic outlook is 

favorable but subject to increased downside risks, including lower growth in China and the region, higher global financial 

volatility and capital outflows and weather-related disruptions. Moving forward, the next administration should continue to 

increase tax revenues, among other structural reforms, to sustain economic expansion and further slash poverty, 

according to the IMF. 

 Data from the Bangko Sentral ng Pilipinas showed that foreign portfolio investments or "hot money" recorded a net outflow 

of US$129.85 million in January, marking its third straight month of net outflow. In the same month last year, hot money 

reported was a positive net inflow of US$592.15 million. This complete reversal is attributed to the overall risk-off sentiment 

across the globe. About 89.3% of investments were channeled through the equity market while a tenth were coursed 

through government securities. US remained to be the top source of inflows and top destination for outflows. The BSP 

expects hot money to post a net outflow of US$1.3 billion this year due to the continued uncertainty in the global growth 

outlook. 

The week ahead (February 22 – February 26) 

 

The local equities market is expected to trade range-bound with an upward bias as stronger-than-expected OFW remittances came 

out past trading hours. We expect this positive surprise to boost the market next week. The PSEi will likely trade between 6,700 and 

6,900. Bond yields are expected to trade sideways with a slight upward bias as risk-off sentiment continues to persist on the global 

macro space. For next week, expect the USD/PHP pair to continue moving sideways in range-bound trading as markets await US 

CPI, housing and consumer sentiment data to be released. 


