
 

February 29, 2016     
Global Financial Markets 

Global equities closed mixed, while US Treasuries flattened, amid a week heavy with mixed economic data releases, 
dovish rhetoric from some Fed officials, and volatility in oil prices. On net, the US Dollar strengthened relative to the Euro 
this week as more good than bad US economic data was released and as we continue to approach likely ECB easing. 
  
Global Equities 
 

Global equities closed mixed amid 
a week heavy with mixed 
economic data releases, dovish 
rhetoric from Fed officials, volatility 
in oil prices and a smattering of 
earnings reports.  
 
US markets were mostly higher as 
oil prices continued to move 
upwards, though gains were 
tempered by rising fears about the 
effect that energy-related 
industries would have on banks’ 
balance sheets. Mixed data 
releases, particularly a solid 
durable goods report and, 
conversely, a larger-than-expected 
drop in consumer sentiment, 
likewise weighed on sentiment. On 
Thursday, a number of Fed 
officials spoke, with the overall 
tone coming in rather more dovish 
than hawkish. Fed Reserve Bank 
of St. Louis President James 
Bullard believes it would be 
unwise to follow through with 
further rate increases. The Atlanta 
Fed President Dennis Lockhart likewise agreed, saying that higher interest rates could hurt the banking sector. Lastly, San 
Francisco Fed President John Williams reiterated that the bank should stick to the broad strategy of gradual policy tightening. 
 
European and Asian stocks both ended with weekly declines mostly amid profit-taking from the prior week’s gains. Heightened fears 
of a possible “Brexit” and some downbeat German sentiment and earnings data likewise served to dissuade European investors 
from taking on too much risk. In Asia, markets sold off on comments from Saudi Arabia’s oil minister, Ali Ibrahim Naimi, ruling out 
the possibility of crude oil production cuts in the immediate future. Negative sentiment also prevailed on Chinese mainland selling, 
co-incident with the G-20 meeting in Shanghai, where financial ministers gathered to share insight on how best to stem financial 
volatility in global markets. Investors appeared to second-guess the regulatory intervention meant to support the market through 
higher liquidity.  
 
Week-on-week, the MSCI World index inched up 0.67% though the European region, dropped 0.76% and the Asia-Pacific ex-Japan 
region which fell 1.52%. US equities were up, with the S&P500 Index and the Dow Jones Industrial Average Index climbing by 
0.62% and 0.44%, respectively.  
 

Global economic releases were mixed through the week, causing some volatility in the financial markets.  
  

 The Labor Department said on Friday its Consumer Price Index, excluding the volatile food and energy components, 

flatlined in January, slightly better than the market estimate of a 0.1% decline, following December’s 0.1% dip. In the 12 

months through January, the CPI advanced 1.4%, beating the market estimate of +1.3%. Meanwhile, core CPI rose 0.3% 

MoM, the largest increase since August 2011, and 2.2% YoY, the largest increase since June 2012. The Fed has a 2% 

inflation target and monitors a price measure that is running well below the core CPI. 

 According to Cleveland Federal Reserve President Loretta Mester, improving US inflation data and the underlying strength 

in the economy should keep the Fed on track to gradually raising interest rates. Per Mester, "My feeling is the path of 

interest rates to support the economy is going to be still one where we gradually reduce the amount of accommodation," 

Further, inflation data released last Friday was “consistent” with her view that inflation would gradually return to the Fed’s 

2% target rate, though it would remain “lower for longer” than initially expected.  

 For the month of February, Markit's flash manufacturing PMI dropped to 51.0, lower than the market estimate of 52.4, from 

52.4 last January. This market the lowest level since September 2009, and was also the weakest overall improvement in 

18-Feb-16 25-Feb-16 % Change

MSCI World 1,543.51 1,553.90 0.67%

MSCI Europe 110.80 109.96 -0.76%

MSCI Asia-Pacific ex-Japan 379.33 373.55 -1.52%

Dow Jones Industrial Average 16,413.43 16,484.99 0.44%

S&P 500 1,917.83 1,929.80 0.62%

Global Equity Performance
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US Treasury Yield Curve

Tenor 18-Feb 25-Feb  +/- bps

3m 0.290 0.321 3.05

6m 0.433 0.448 1.53

2y 0.693 0.726 3.31

5y 1.197 1.170 -2.70

10y 1.740 1.716 -2.39

30y 2.609 2.594 -1.45

business condition for a little over three years. Weaker rates for output, new business and employment growth all weighed 

on the headline index. According to Chris Williamson, chief economist at Markit, “US factories are reporting the worst 

business conditions for over three years. Every indicator from the flash PMI survey, from output, order books and exports 

to employment, inventories and prices, is flashing a warning light about the health of the manufacturing economy…" 

 This February, Eurozone economic activity slowed for a second straight month to its lowest level in over a year. Markit's 

"flash" composite PMI declined to 52.7, lower than the market estimate of 53.6 last January. Of notable concern was a 

sense that the slowdown appeared more likely to continue than reverse over coming months, with businesses reporting the 

smallest increase in new orders over 12 months. As a response, corporates hired less workers at the slowest pace in 5 

months. 

 Last January, sales of previously-owned homes crept higher by 0.4% on a monthly basis, better than the market estimate 

of a 2.5% drop, to a seasonally adjusted rate of 5.47 million. This was the fastest pace since July 2015. On an annual 

basis, sales were up 11%, the largest yearly increase since July 2013. The inventory of existing homes available for sale 

slid 2.2% YoY to 1.82 million, which translates to a 4-month supply at the current pace of sales. 

 Last December, home prices logged their strongest gains since July 2014 as the national S&P/Case-Shiller Home Price 

Index jumped 5.43% YoY, up from the 5.22% pace seen in November. The 10-city index rose 5.1% YoY and the 20-city 

index leapt 5.74% YoY, meeting the market estimate.  

 The Conference Board's index of consumer confidence took a dive to 92.2 in February, much lower than the market 

estimate of 97.2 from a downwardly revised 97.8 in January. The director of the economic indicators at the Board 

attributed it to "jitters from what's happening in the financial market", but added that "there's no expectations that the 

economy is really going to deteriorate." 

 Last January, durable goods orders leapt by a seasonally adjusted 4.9% MoM, the fastest pace in 10 months. This was 

much faster than the market estimate of +2.9%, following a revised -4.6% in December. Transportation orders led the 

increase as these spiked 11.5%, the largest uptick since March. Not including the transportation sector, orders were up 

1.8%, still beating the market estimate of +0.3%. 

 Last week, the number of Americans filing for unemployment claims rose by 10,000 to a seasonally adjusted 272,000. This 

beat the market estimate of 270,000. Meanwhile, the four-week moving average of claims dipped by 1,250 to 272,000, the 

lowest level since mid-December.  

 

 

Global Bonds  
 

The US Treasuries yield curve flattened on the back of recent 

economic data releases and erratic demand for safe-haven assets. 

Prices fell following the release of better-than-expected January CPI 

data, with CPI at 1.4% and core CPI at 2.2% YoY, which kept the door 

open for possible rate hikes for the year. Analysts noted that this 

inflation print was important as it wasn’t isolated to a single driver, and 

therefore should remind people that underlying inflation pressures are 

moving up. Furthermore, fluctuation in oil prices continued to drive or 

dampen investors’ appetite for risk and safe assets.  

 

Week-on-week, yields edged up by an average of 0.22 basis points. The two-year note yield gained 3.31 basis points to close at 

0.726%. Meanwhile, the ten-year benchmark yield shed 2.39 basis points to close at 1.716%. 

 

Currencies  

 
On net, the US Dollar strengthened relative to the Euro this week as more 

good than bad US economic data was released and as we continue to 

approach likely ECB easing. The US Dollar ended last week on a soft note 

while investors waited on the January US CPI inflation result, which later 

turned out to be robust. The greenback strengthened into mid-week on a 

positive slew of robust US macro data starting with the highest core inflation 

of 2.2% in 4.5 years, higher retail sales, lower jobless claims and existing 

homes sales, coupled with the prospect of further deposit rate cuts and 

asset buying in the ECB next week. Sales of US used homes surprised to 

the upside. Per the National Association of Realtors, existing home sales 

grew 0.4% on the month in January versus expectations of a -2.5% decline. 

Existing home price growth is also at a 10 month high of 8.2% YoY and 

Currencies 

18-Feb 25-Feb % Change

USD/PHP 47.580 47.620 0.08%

EUR/USD 1.1126 1.1022 -0.93%

GBP/USD 1.4337 1.3925 -2.87%

USD/JPY 113.89 112.23 -1.46%

AUD/USD 0.7162 0.7174 0.17%

USD/CHF 0.9931 0.9904 -0.27%

EUR/CHF 1.10495 1.09156 -1.21%

EUR/JPY 126.71 123.7 -2.38%



 

inventories fell 2.2% to 4-months worth of supply. This more than offset poor consumer sentiment reading of 92.2 (vs. Mkt. Est. 

97.2) for February. Towards the weekend, however, the US Dollar gave back some gains as dovish comments out of St. Louis and 

San Francisco Fed directors supported the view of a more subdued pace of rate increases despite robust US durable goods orders 

of 4.9% MoM (vs. Mkt. Est. 2.9%), the fastest pace in 10-months. 

 

Week-on-Week, the EUR/USD pair trended downward falling 1.04 US Cents, or -0.93%, to close trading at the 1.1022 level.    

 

 

The week ahead (February 29 – March 4) 

 

Upcoming significant data releases include the 4Q15 US GDP growth revision tonight, together with consumer sentiment index and 

personal income. Next week, we look to the ISM Manufacturing PMI and the widely-watched non-farm payrolls report on Friday. We 

expect range-bound trading as investors continue to await key economic data from the world’ largest economy. For next week, 

expect the EUR/USD pair to move sideways with a slight downward bias as expectations of a March ECB Meeting are fully priced in 

and while investors wait-and-see following the data heavy week. US 4Q/2015 GDP, industrial production, services PMI and change 

in US non-farm payrolls are due out next week. 

  



 

 

Philippine Financial Markets 

The local equities market ended the week with a loss as oil prices continued to be volatile. On the local fixed income 
space, prices of government securities rose following a well-received Treasury bill auction on Monday and some dovish 
comments from the Fed towards the end of the week. The Peso moved sideways in a tight range vis-a-vis the US Dollar all 
week, hardly appreciating as markets considered the generally good US economic data releases in contrast to the Fed's 
dovish commentary. 

Local Equities  
  
The week started off with negative sentiment as oil prices declined due to 
worries about global oil oversupply. The downtrend continued into the middle of 
the week on the lack of fresh leads locally, then recovered prior to the EDSA 
Revolution holiday as market players took the chance to hunt for bargains. On 
Friday, the local bourse managed to recover amid dovish comments from 
several Fed members, which caused some to speculate a further delay in rate 
hikes. Earnings releases also continued throughout the week, including index 
large caps such as Meralco, Metrobank, SM Prime Holdings, Ayala Land and 
Semirara.   

Week-on-week, the PSEi slipped 20.76 points, or -0.31%, closing at 6,771.30. For the week, foreigners were net sellers at Php1.15 
billion. 

 

Industrial: 

 Semirara Mining and Power Corp. (PSE ticker: SCC) reported a 23% increase in net income, reaching Php8.45 billion in 

2015. Coal production and sales increased to 7.98 million metric tons (MT) and 8.4 million MT, respectively, despite the two-

month suspension of its operations due to the Panian mine accident. The power segment alone posted a net income of 

Php3.32 billion in 2015, 28% higher than the Php2.59 billion reported in 2014. The company attributed this robust growth to 

the strong performance of its subsidiary Sem-Calaca Power Corp., which generated 3,959 gigawatt-hours (GWh) of energy, 

39% higher than 2014's output. 

 

Financials: 

 In a press release, Metropolitan Bank & Trust Co. (PSE ticker: MBT) reported a consolidated net income of Php18.6 billion in 

FY15, down 7% from Php20 billion net profit recorded in 2014. Net interest income reached Php49 billion through the 

expansion of total loan portfolio to Php887.2 billion. Meanwhile, total deposits stood at Php1.3 trillion. The bank's capital 

remain to be adequate with CAR remaining well above the regulatory requirement and CET 1 ratio settling at 14.25%. 

Likewise, asset quality continued to improve as non-performing loans declined by 1%. 

 

Services: 

 Philippine Seven Corp. (PSE ticker: SEVN), the local licensee of the 7-Eleven chain of convenience stores, said that it will 

open at least 400 new stores to reach its goal of 2,000 stores by yearend. The company set its capital expenditure at Php3.5 

billion, 40% higher than last year's Php2.5 billion. A third of the new stores are planned to be in Metro Manila, another third in 

other areas in Luzon while the remaining will be in Mindanao. In 2014, the company announced its target of doubling its store 

network to 2,000 over a three-year period to protect its market share. It could be noted that in the past two years, several 

local players brought in foreign partners, which intensified the competition in the retail space. 

 Alsons Consolidated Resources, Inc. (PSE ticker: ACR) announced that it will focus more on solar and hydropower projects 

as it expects that Mindanao will have enough capacity from conventional energy sources in the coming years. It plans to 

build around 180 megawatts (MW) of capacity from greenfield hydropower projects, and 20 to 30 MW from solar power. The 

cost for the hydropower projects are projected to reach US$600 million and US$25-50 million for the solar project. 

Property: 

 SM Prime Holdings Inc. (PSE Ticker: SMPH) grew its net profit to Php28.3 billion last year, equivalent to 54% increase year-

on-year, buoyed by one-time trading gains on securities booked early in the year. Excluding the Php7.4 billion non-recurring 

gains, SMPH’s core net profit increased by 14% to Php20.9 billion last year. Meanwhile, 57% of its consolidate revenues 

were from rental revenues from malls and commercial spaces, which grew by 12% to Php40.7 billion. 

 Ayala Land Inc.’s (PSE Ticker: ALI) chief finance officer Jaime Ysmael said in a press briefing on Friday that ALI is unwinding 

its property investment in mainland China and instead focusing its overseas investing activities in Southeast Asia. ALI is 

trying to sell the remaining residential units and would afterwards liquidate its interest in the special purpose vehicle created 

19-Feb 26-Feb % Change

PSEi 6,792.06 6,771.30 -0.31%

Philippine  Stock Exchange  Index



 

to hold the investment in Tianjin Eco-City, a 3,000-hectare collaboration between the Chinese and Singaporean governments 

to showcase advanced urban planning and sustainable development. Ysmael added that ALI would likely end up with a 

break-even position from its investment in Tianjin. 

 Ayala Land Inc.’s (PSE Ticker: ALI) wholly owned subsidiary, Alveo Land, Inc., and Cathay Land, Inc. reported commercial 

lot sales yielding PHP3.89-billion from their 33-hectare joint venture project along Sta. Rosa-Tagaytay-Silang growth corridor. 

The joint venture consists of Westborough Commercial Strips, Westborough Town Center, and Westborough Park Square. 

Paolo Ong, Alveo’s division manager, attributed the fast inventory turnover to the project’s strategic location, which is 

surrounded by other developments such as Ayala Westgrove, South Forbes, NUVALI, and Laguna Technopark. 

 

 

Philippine Bond Market  
 

On the local fixed income space, prices of government securities rose amid a 
well-received T-bill auction on Monday, as well as lower US Treasury prices. 
Quiet trading was seen as investors remained sidelined on the lack of local 
leads, and the shortened work week. On Friday, yields declined following 
dovish statements from three Fed officials who spoke on Thursday.  
 
On Monday, the Bureau of the Treasury sold Php8 billion, Php6 billion and 
Php6 billion worth of 91-, 182- and 364-day Treasury Bills. T-bill yields across 
all tenors fell as demand exceeded supply during the auction, with bids 
amounting to Php52 billion more than twice the offered amount. On average, 
the yield of the 91-day bills fell to 1.513% from 1.684% during the auction last 
January. The same was seen for the longer tenors, with the 182-day paper 
declining in yield from 1.642% to 1.508%, while the yield of the 364-day bill 
dropped to 1.678% from 1.740%.  
 
Yields declined by an average of 54.9 basis points for the week. The short-
end, belly and long-end of the curve fell by 104.96, 29.54 and 24.00 basis 
points, respectively. 
 
 
 
Philippine Peso  

 
The Peso moved sideways in a tight range vis-a-vis the US Dollar all week, 

hardly appreciating as markets considered the generally good US economic 

data releases in contrast to the Fed's dovish commentary. The Peso started 

the week strong, given the robust January inflation print, but later took profit 

as investors doubted if the result was enough to put 2016 Fed rate hikes 

back on track. On Tuesday, more profit-taking took place as weak US 

industrial print of 51 (vs. Mkt. Est of 52.4) for January reinforced the growing 

concern over slowing global growth led by China affecting the US. The Peso 

also tracked the weakening CNY and was affected by local corporate 

demand. By mid-week, the Peso was up again on improving US existing 

homes sales and safe-haven demand resulting from plunging crude oil 

prices being offset by a large miss in consumer sentiment score of 92.2 (vs. 

Mkt. Est. 97.2) for February. With markets closed for trading Thursday, the Peso continued to rally Friday despite the robust US 

durable goods orders result (up +4.9 MoM versus Mkt. Est. 2.5% for January) on dovish commentary from senior Fed officials that 

reinforced a later and lower rate hike. Month-end selling of US Dollars by local exporters also weighed on the USD/PHP pair. 

 

Week-on-week, the USD/PHP pair traded sideways with a slight downward bias, falling 15 centavos, or -0.31%, to close the week 

at the 47.52 level. 

 

 Philippine imports in December dropped to USD4.06 billion, with total imports in 2015 at USD66.7 billion, up 2% from the 

same period last year. In December, electronic imports accounted for 31.6% of total imports while minerals fuels, 

lubricants and related materials accounted for 16% and transport equipment accounted for 8.4%. The country had a trade 

surplus of USD603 million in December, bringing the full-year 2015 trade deficit to USD8.04 billion, almost double the 

deficit of USD3.3 billion recorded in the same period last year. 

T enor 19-Feb 26-Feb  Change

1m 2.42 2.22 -21

3m 1.89 1.50 -39

6m 3.74 2.02 -173

1y 3.50 1.63 -187

2y 3.58 3.09 -49

3y 3.83 3.92 9

4y 3.90 3.38 -51

5y 4.31 4.25 -6

7y 4.50 3.80 -70

10y 3.82 3.83 1

20y 5.45 4.78 -67

25y 5.34 5.28 -6

Average -54.9

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)

Currencies 

18-Feb 25-Feb % Change

USD/PHP 47.580 47.620 0.08%

EUR/USD 1.1126 1.1022 -0.93%

GBP/USD 1.4337 1.3925 -2.87%

USD/JPY 113.89 112.23 -1.46%

AUD/USD 0.7162 0.7174 0.17%

USD/CHF 0.9931 0.9904 -0.27%

EUR/CHF 1.10495 1.09156 -1.21%

EUR/JPY 126.71 123.7 -2.38%



 

 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. 

 Cash remittances from the overseas Filipino Workers (OFWs) reached US$25.76 billion in 2015, 4.6% higher than the 

US$24.63 billion posted in 2014. The total remittances accounted for 9.8% of the country's gross domestic product and 

8.3% of gross national income. For the month of December alone, cash remittances hit US$2.5 billion, up 4.9% from the 

same month in the previous year. Meanwhile, personal remittances, increased by 4.4% to US$28.5 billion in 2015. The 

BSP noted that they experienced steady demand for skilled OFWs. For full year 2015, the number of OFWs deployed 

reached 1.8 million, according to the Philippine Overseas Employment Administration (POEA). 

 The Bangko Sentral ng Pilipinas (BSP) has issued Circular 902 Series of 2016 which lifted the suspension of the grant of 

new banking licenses or the establishment of new banks under a two-phase approach. The first phase includes the grant 

of new universal and commercial banking license in connection with the upgrading of an existing domestic thrift bank. 

Meanwhile, under the Phase 2, the moratorium on the establishment of new domestic banks shall be fully lifted and 

locational restrictions shall be fully liberalized starting January 1, 2018.  

 In a report from the Philippine Statistics Authority, foreign investment commitments approved by the country's seven 

investment promotion agencies grew by 31.2% in 2015 to Php245.2 billion. In the fourth quarter alone, total approved 

foreign investments rose 45.6% to Php138.6 billion. Most of the pledges came from Japan (28.5%), the Netherlands 

(26.7%) and United States (11.9%). The manufacturing sector received the largest share of investment commitments at 

Php95.8 billion of the total while the electricity, gas, steam and air-conditioning sectors came in second at Php18.1 billion. 

Bulk of the approved investments were allocated in the Calabarzon region, Cordillera Administrative Region and NCR. 

 According to the Philippine Statistics Authority's (PSA) Quarterly Economic Indices report, the country's gross revenue 

index which measures sales generated by companies, grew at its slowest pace in the past 15 quarters, reaching only 4.3% 

during the third quarter of 2015. Except for manufacturing, which contracted by 1.8%, all other sub-indices posted 

expansion with transportation and communication growing by 9.5%, private servics 9.5%, finance 7.4%, real estate 7.4% 

and trade 5.6%. In the same report, the PSA cited that total employment index rose by 2.8%, while total compensation 

index grew by 5.9%. 

 The Department of Trade and Industry (DTI) said that Philippine food and health products have entered the mainstream 

markets in the Middle East. Countries such as Kuwait, Saudi Arabia (Riyadh, Jeddah, Dammam), Bahrain, and United 

Arab Emirates are patronizing local exports, which are now distributed in major supermarkets and small community stores 

(Balakas). Furthermore, DTI stated that the compounded annual growth rate of Philippine exports to the Gulf Cooperation 

Countries stood at 10.53% in the last 6 years, amounting to a value of an estimated USD0.4-million as of November 2015. 

 

The week ahead (February 29 – March 4) 

 

The local equities market is expected to trade range-bound with a downward bias as uncertainty on the global macro space 

continues. Investors will likewise be looking at the closely-monitored non-farm payrolls report. If the figures come out higher than 

expected, the market may be sold off amid an expected rate hikes scenario. The PSEi will likely trade between 6,700 and 6,900. 

Bond yields are expected to trade sideways with a slight downward bias pending the February inflation data, which is still expected 

to be very benign. Likewise, the US non-farm payrolls figure due out next Friday will keep investors sidelined as they await the 

results. For next week, expect the USD/PHP pair to continue moving sideways in range-bound trading as investors consider the 

outcome of this coming data-heavy week. US 4Q/2015 GDP, industrial production, services PMI and change in US non-farm 

payrolls data are due out next week. 


