
 

April 11, 2016     
Global Financial Markets 

Global equities declined and US Treasury prices rose for the week amid recurring fears on a global growth slowdown, a 
weakening dollar, and volatility in oil prices. The US Dollar traded sideways vis-a-vis the Euro on mixed economic data 
results and anticipation over the release of the March FOMC meeting. 
  
Global Equities 
 

Global equities dropped for the week as 
risk-off sentiment persistent amid volatile 
oil prices, a weakening dollar and 
resurfacing concerns on the health of the 
global economy. Investors were also 
focused on the meeting minutes from both 
the Fed and the ECB as of last March.  
 
US equities were mostly lower at the 
beginning of the week despite the strong 
labor data released last Friday. Investors 
were focused on the falling prices of oil 
and continued concerns on the overall 
global economy. Mid-week, however, we 
saw a recovery following the release of the 
March FOMC meeting minutes, which 
reiterated the importance of economic data 
remaining consistent with their 
expectations for moderate growth. 
According to minutes, several 
policymakers expressed caution over the 
April hike, while some stated that an April 
hike might be warranted. Many participants 
indicated “heightened global risks and the 
asymmetric ability of monetary policy to 
respond to them” warranted caution in 
making adjustments to the stance of US 
monetary policy. The FOMC likewise dropped the dots from 4 hikes to 2 this year, with the minutes reading ““Several expressed the 
view that a cautious approach to raising rates would be prudent or noted their concern that raising the target range as soon as April 
would signal a sense of urgency they did not think appropriate.” Lastly, data dependence was highlighted with “some other 
participants indicating that an increase in the target range at the Committee’s next meeting might well be warranted if the incoming 
economic data remained consistent with their expectations for moderate growth.” 
 
European and Asian equities were mostly mixed to slightly lower amid similar concerns on the volatile oil prices and global 
economic growth. Profit-taking was also seen ahead of the FOMC meeting minutes released Wednesday night, eastern time, and 
the ECB meeting minutes released Thursday night. According to the latest ECB meeting minutes, the global economic outlook had 
deteriorated further, accompanied by bouts of market volatility, particularly in markets for bank liabilities. Meanwhile, the outlook for 
an oil price rebound was unclear, indicating that inflation could remain anemic for an extended period of time. Most of the members 
were described as having favored the 10bps cut revealed last month. Lastly, the minutes showed that policy rates were expected to 
“remain at very low levels”. 
 
Week-on-week, the MSCI World index was down 1.61%, with MSCI Asia Pacific ex-Japan falling the most for the week (-2.84%) as 
MSCI Europe lost -2.80%. US equities bucked the trend, with the S&P500 Index rose 0.34% week-on-week while the Dow Jones 
Industrial Average Index rose 0.34%. 
 

Global economic releases were mixed through the week, though indicators in the US appeared to be on an improving trajectory, 
particularly on the labor front.  
 

 US nonfarm payrolls rose by 215,000 in March, beating the market estimate of 205,000, while the unemployment rate 

edged up to 5.0%. Average hourly earnings rose by 7 cents, and the labor force participation rate rose to 63%, the highest 

level since March 2014.  

 For the month of March, the US ISM Manufacturing PMI came in at 51.8, topping the 50.7 expected, and well above the 

prior month’s figure of 49.5. The gain was led by the Prices Paid Index which rose to 51.5 in March compared to 38.5 in 

February, and the New Orders Index rose to 58.3 from 51.5 in February.  

 For the month of February, US factory orders dropped by 1.7% following a collapse in oil equipment and plane bookings. 

This marked the third drop in four months, and was worse than the 1.6% decline expected by the market. Orders for 

durable goods were revised to show a 3% decline instead of the previously reported 2.8% drop.  

31-Mar-16 07-Apr-16 % Change

MSCI World 1,648.12 1,621.66 -1.61%

MSCI Europe 113.62 110.44 -2.80%

MSCI Asia-Pacific ex-Japan 417.11 405.28 -2.84%

Dow Jones Industrial Average 17,685.09 17,716.05 0.18%

S&P 500 2,059.74 2,066.66 0.34%

Global Equity Performance
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US Treasury Yield Curve

Tenor 31-Mar 7-Apr  +/- bps

3m 0.198 0.229 3.06

6m 0.376 0.340 -3.56

2y 0.721 0.688 -3.33

5y 1.205 1.137 -6.81

10y 1.769 1.689 -7.98

30y 2.612 2.515 -9.70

 According to Boston Fed President Eric Rosengren, he thinks it will likely be appropriate to assume the path of gradual 

tightening sooner than implied by the financial market futures. He further added that the US has weather external shocks 

quite well, and that risks from abroad are easing.   

 For the month of February, the US trade deficit widened to a six-month high as an increase in imports exceeded a more 

modest pickup in overseas shipments. The gap rose by 2.6% to US$47.1 billion from January’s revised US$45.9 billion, 

according to the Commerce Department. Consensus had forecasted a US$46.2 billion shortfall.  

 The US ISM non-manufacturing PMI came in at 54.5 in March, up from February’s 53.4 print. The US Markit services PMI 

for March also rose, coming in at 51.3 vis a vis 49.7 for February. 

 US mortgage applications fell last week as rate inched higher, according to a report from the Mortgage Bankers 

Association. Their mortgage market index declined by a seasonally adjusted 1.0% in the week ending March 25 to 460.5. 

This followed a drop of 3.3% to 465.2 in the prior week.  

 The number of Americans filing for unemployment benefits dropped more than expected last week, suggesting that the 

labor market continued to strengthen despite anemic growth conditions. Initial claims fell by 9,000 to a seasonally adjusted 

267,000 in the week ended April 2, according to the Labor Department. This came in below the consensus forecast of 

270,000, and has remained under the 300,000 threshold associated with a healthy labor market for the past 57 weeks.  

 

Global Bonds 
 
US Treasury prices climbed for the week as risk-off sentiment due to 

renewed global growth fears spurred flight to safe-haven government bonds. 

Investors kicked off the week with cautious trading as Fed Chair Yellen’s 

generally dovish views on the pace of rate hikes mitigated their reaction to 

the stronger-than-expected US March manufacturing and labor data. This 

was followed, however, by strong rally in prices on the back of unfavorable 

data releases, such as lower US factory orders, wider-than-expected US 

trade deficit, downward revision in purchasing managers index for the euro 

zone, and an unexpected dip in German factory orders. Moreover, 

continued volatility in oil prices added to investors’ appetite for less risky 

assets.  

 

Week-on-week, yields fell by an average of 28.32 basis points. The two-year note yield lost 3.33 basis points to close at 0.688%. 

Meanwhile, the ten-year benchmark slipped 7.98 basis points to close at 1.689%. 

 

Currencies  
 

The US Dollar traded sideways vis-a-vis the Euro on mixed economic data 

results and anticipation over the release of the March FOMC meeting. The 

US Dollar ended last week flat despite the robust non-farm payroll result of 

215,000 beating consensus, owing to the rise in unemployment back to 5% 

and the equally robust and broad industrial expansion in major European 

economies. Past the weekend, the greenback opened on a soft note on 

news that factory orders fell -1.7% in February owing to the sharp 

contraction in capital investments in the oil and mining sector as well as 

weakness in demand for commercial aircraft. The fall in durable goods 

orders was also revised up to -3.0% from -2.8%, year-on-year, and the 

ECB signaled dramatically less easing in the near future. On Tuesday, the 

US Dollar recovered slightly as US exports grew again after 5 months of 

contraction and the service sector (Markit Svcs. PMI) and hiring growth (JOLTS) expanded by 1.6 points and 5.4 million jobs in 

March and Feb, respectively. Mid-week, the greenback closed somewhat lower upon release of the March FOMC minutes showing 

a very divided committee split on the merits of another rate hike as early as April. The minutes colored already dovish commentary 

from senior Fed officials and lent support to their "2 hikes only" view for 2016. Towards the weekend, the greenback gained ground 

again slightly on lower than expected jobless claims, which have remained below the critical 300,000 mark for 57 weeks.  

 

Week-on-Week the EUR/USD pair traded sideways, falling a mere 0.05 US Cents, or -0.04%, to close trading at the 1.1373 level.    

 

The week ahead (April 11 – April 15) 

 

Currencies 

31-Mar 7-Apr % Change

USD/PHP 46.070 46.100 0.07%

EUR/USD 1.1378 1.1373 -0.04%

GBP/USD 1.4404 1.4077 -2.27%

USD/JPY 112.35 108.34 -3.57%

AUD/USD 0.7682 0.7553 -1.68%

USD/CHF 0.9620 0.9572 -0.50%

EUR/CHF 1.09453 1.08867 -0.54%

EUR/JPY 127.83 123.21 -3.61%



 

For the early part of next week, we expect investors to remain on the sidelines awaiting further economic data releases. Coming out 

next week would be the US consumer CPI, consumer sentiment index and industrial production MoM. Further volatility in oil prices, 

however, could weigh on investor sentiment. As such, we expect range-bound trading in the equities markets. We expect US 

Treasury yields to trade with an upward bias given current relatively high valuations. For next week, expect the EUR/USD pair to 

move sideways with a slight downward bias if recent improvements in US economic indicators are maintained. US initial jobless 

claims, CPI inflation data and consumer sentiment (University of Michigan) data are due out.  



 

Philippine Financial Markets 
 
The local equities market ended flat as fears over sluggish global growth were slightly alleviated by the Fed's dovish 
comments. Yields of local fixed income securities slightly fell on average as investors took positions ahead of the FOMC 
meeting minutes, though it came in a bit less dovish than expected, while the ECB meeting minutes showed potential 
further cuts still on the table. The Peso traded sideways with a slight downward bias over the week as the US released 
generally positive economic results and investors waited for the March FOMC minutes. 

Local Equities  
  

Due to the lack of market-moving events locally, the domestic equities market 

was continued to be driven by the developments abroad. The strong employment 

data in the US that was released over the weekend showed sustained 

momentum in the labor market, with nonfarm payrolls reaching 215,000 for the 

month of March (versus market estimate of 210,000). This resulted to mixed 

reactions from investors across the globe. Locally, the buyers slightly dominated 

the sellers, as market players focused on the apparent strength of the US 

economy. However, concerns regarding the health of the global economy once 

again resurfaced as oil prices declined and economic data from different 

countries turned out to be mixed. Even the Fed and the ECB, in their respective meeting minutes, cited that the uncertainty over the 

world economy will continue to be one of their main considerations in calibrating their monetary policies. Their generally dovish 

statements provided some support to the markets, including the PSEi. 

 

Week-on-week, the PSEi gained 2.07 points, or +0.03%, to close at 7,247.20. For the week, foreigners were net sellers at Php1.62 

billion, or US$35.12 million. Year-to-date, net foreign outflows reached Php1,981.90, or US$42.83. 

 

Holding Firms: 

 DMCI Holdings, Inc. (PSE ticker: DMC) has earmarked Php40 billion for capital spending in 2016, more than double of its 

budget of Php19.3 billion in 2015. According to the management, the record level budget is mainly to support the growth of 

the conglomerate’s real estate and power generation businesses. Bulk of the planned capex or Php27.5 billion will be used 

for the development of new projects to be launched in 2016 while another Php5 billion will be spent for land acquisitions.  

 In a disclosure to the PSE, DMCI Holdings Inc.’s (PSE Ticker: DMC) construction arm, D.M. Consunji, Inc. (DMCI), said that 

construction of its Php900 million state-of-the-art steel plant in Batangas has been completed. The newest high capacity 

steel fabrication plant in the country has the capacity to fabricate heavy steel sections for power plants, infrastructure and 

steel vertical structures. While it currently supplies the requirements of the DMCI group, plans are said to be underway to 

secure sales contracts with other industrial and construction companies. 

Financials: 

 In a filing with the PSE, Rizal Commercial Banking Corp. (PSE Ticker: RCBC) disclosed that the top two shareholders of the 

company bought a total of Php438 million worth of stock, growing their combined stakes to 65.02%. According to RCBC, top 

shareholder Pan Malayan Management and Investment Corp bought 8.8 million shares at Php30 per share, raising its stake 

to 42.31% from 41.68%. Meanwhile, Cathay Financial Holding’s subsidiary Taiwan's Cathay Life Insurance bought 5.8 million 

shares also at Php30 apiece, taking its stake to 22.71% from 22.3%.  

Property: 

 As part of its Php50 billion securities program, Ayala Land Inc. (PSE ticker: ALI) will again raise Php7 billion through fixed-

rate bonds. The net proceeds for this second tranche, which is expected to reach Php6.93 billion, will be used to partially 

finance the company's general corporate requirements and capital requirements. The bonds will have a tenor of nine years 

and six months, to mature in 2025. The company's capex is expected to be withing the Php80 billion to Php90 billion range, 

roughly the same level as 2015's budget. 

 Andrew Tan-led, Megaworld Corp. (PSE ticker: MEG) reported its full year 2015 earnings showing Php10.4 billion net 

income, up 10.58% year-on-year. Consolidated revenues rose by 9.37% to Php44.81 billion, driven by the strong growth 

posted by the rental segment. Leasing income reached Php8.73 billion, 23.46% higher than Php7.07 billion recorded in 

2014. The company projects its rental income to reach Php11 billion by 2016. Real estate sales, on the other hand, were up 

11% to Php32.7 billion while its hotel operations grew 10% to Php796 million. MEG added five new townships during the 

year, ending 2015 with a total of 20. 

Industrial: 

1-Apr 8-Apr % Change

PSEi 7,245.13 7,247.20 0.03%

Philippine  Stock Exchange  Index



 

 Jollibee Foods Corp. (PSE ticker: JFC) has declared a cash dividend of Php0.86 per share of common stock, 7.5% higher 

than the cash dividends last year. This translates to a 0.40% gross dividend yield using the stock's recent close. The 

dividends would be issued to all shareholders of record as of April 21 and payable on May 6, 2016. The declared dividend 

represents 33% of the company's estimated earnings per share for the year. 

 Crown Asia Chemicals Corp. (PSE ticker: CROWN) reported net profit of Php100.15 million during the fiscal year 2015, up 

53% from Php65.38 million earned in 2015. This was due to the 26.61% growth in revenues as sales of PVC compounds 

more than doubled while pipe segment sales increased by 36.78%. CROWN said that it was able to get more government 

projects through the PPP program and that it plans to bag more supply contracts going forward. The company's capital 

expenditure last year reached Php94 million, but this year's budget will likely be lower since it is just budgeting spending for 

the expansion of its production plant in Bulacan. 

 Century Pacific Food Inc.’s (PSE Ticker: CNPF) consolidated revenues increased by 14% year-on-year to Php23.32 billion 

while its net profits grew by 21% to Php1.93 billion as the 18% rise in its branded food business overshadowed the stagnant 

performance of its non-branded tuna exports. The company mentioned that sales outside of Metro Manila outperformed as 

the company’s distribution infrastructure improved and modern retailers pursued aggressive expansion plans. The canned 

food company has set aside Php1.10 billion for capital spending, bulk of which will go to plant and capacity expansion in 

anticipation of increased sales volumes across various segments. 

 In a statement, Meralco (PSE Ticker: MER) said its rate for residential customers will increase by P0.22 per kilowatt-hour 

(kWh) in April due to higher generation charge and the imposition of an additional P0.08 per kWh on the Feed-in Tariff 

Allowance (FIT-All). The company added that this was driven by higher charges from the Wholesale Electricity Spot Market 

(WESM), which went up by P2.23 per kWh. Nonetheless, Meralco reiterated that it does not earn from the pass-through 

charges, and that payment for the generation charge goes to the power suppliers, while payment for the transmission charge 

goes to the National Grid Corporation of the Philippines (NGCP). 

 Emperador Inc. (PSE Ticker: EMP) registered a net income of Php7 billion in 2015, up about 15% against the Php6.1 billion 

posted in 2014. Moreover, the company’s highest quarterly net income was posted in the fourth quarter of 2015 at Php2.26 

billion, equivalent to 38% growth against the same period in 2014 and 56% jump against the third quarter of 2015, as sales 

surged following the company’s overseas acquisition late last year. Meanwhile, the company’s revenues reached Php43.6 

billion in 2015. 

Philippine Bond Market  
 
On the local fixed income space, yields of government securities fell on 
average as investors took positions ahead of the FOMC meeting minutes, 
though it came in a bit less dovish than expected, while the ECB meeting 
minutes showed potential further cuts still on the table. Volatility in oil prices 
likewise caused some risk-off sentiment at the beginning of the week, but the 
eventual recovery ignited some risk appetite towards the end of the week. 
Locally, the inflation figure came out for the week at 1.1% YoY, meeting 
consensus expectations and showing a gradual rise moving towards the end 
of the year. The YTD average inflation is still below the BSP’s 2-4% target for 
2016, but most analysts are expecting consumer prices to hit that range 
moving into year-end. The week’s t-bill auction met slightly weaker demand 
as investors remained cautious heading into elections next month. 
Nevertheless, yields of this month’s auction were higher than the prior 
month’s.  
 
The Bureau of the Treasury auctioned off Php20 billion worth of short-term 
debt on Monday , but awarded only Php16.35 billion pesos as borrowing 
costs rose. The 91-day, 182-day and 364-day papers were awarded at 
average yields of 1.551%, 1.758% and 1.779%, respectively, all higher than 
yields seen in the prior auction last March. Bids totaled Php27.7 billion, 
though the tendered amount of Php5.4 billion for the 182-day paper was less than the Php6 billion offered. Only the 182-day tenor 
was not fully awarded. 
 
Yields declined by an average of 7.1 basis points for the week. The belly and the long-end of the curve dropped by 12.78 basis 
points and 26.96 basis points, respectively. The short-end of the curve bucked the trend as it rose by 6.31 basis points.  
 
Philippine Peso  
 
TThe Peso traded sideways with a slight downward bias over the week as the US released generally positive economic results and 

investors waited for the March FOMC minutes. The Peso started the week sideways after Friday's good US employment report, 

falling slightly as investors put more weight on the labor result and better industrial and consumer sentiment data than the return to 

T enor 1-Apr 8-Apr  Change

1m 2.61 2.61 0

3m 1.76 1.88 12

6m 1.90 2.13 23

1y 1.99 1.89 -10

2y 3.26 3.47 21

3y 3.67 2.88 -80

4y 3.21 3.20 -1

5y 3.44 3.84 40

7y 4.46 4.36 -10

10y 4.81 4.74 -7

20y 5.22 4.48 -74

25y 5.25 5.25 0

Average -7.1

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

5% unemployment. The greenback continued to strengthen, Tuesday, despite lower US factory and durable goods orders. Mid-

week, the Peso rebounded as markets waited for the release of the March FOMC minutes, which overshadowed news of an 

expansion in US services and a recovery in exports. The minutes revealed, on Thursday, disagreement between factions of the 

committee with regard to the implications of another rate hike as early as April, sending the greenback slightly lower. The Peso 

closed the week sideways with a slight downward bias as investors took profit at the close of the trading week.    

 

Week-on-week, the USD/PHP pair traded sideways with a slight upward bias, gaining 12 centavos, or 0.26%, to close the week at 

the 46.14 level. 

 

 The Philippine Statistics Authority said that the country’s headline inflation climbed to 1.1% in March 2016 from 0.9% 

recorded in February 2016. However, the March 2016 inflation print is lower compared to last year’s 2.4% for the same 

period. According to the National Economic Development Authority (NEDA) the increase was mainly driven by food 

(inched up to 1.6% in March 2016 from 1.5% in the previous month) and oil prices. 

 According the Department of Finance (DOF), the Philippines’ budget deficit narrowed to Php3.5 billion in January, 46% 

lower than the Php6.5 billion deficit recorded in the same period last year. It also disclosed that revenues grew by 9% to 

Php182.3 billion while expenditures increased by 7% to Php185.7 billion. Finance Secretary Purisima remarked, “We’re 

starting the last year of this administration on a good note and in great shape. Both revenue and expenditure sides of our 

finances are sustaining a healthy amount of growth. We remain in a firm position to finance the commitments in our social 

contract with the Filipino people. As always, fiscal sustainability is top of mind.” 

 In a report from the Bangko Sentral ng Pilipinas (BSP), it showed that the Phlippine banks continued to lend more in 

February, with banks reporting outstanding loans of Php5.11 trillion, up 17% over a year ago. The BSP attributed the 

growth to the strong demand for credit from both corporate and retail borrowers. Loans extended for production activities 

comprised 80% of the banks' total loan portfolio, and it expanded by 17.4% to Php4.57 trillion. Meanwhile, loans to real 

estate activities continued to be one of the main drivers of growth, increasing by 25.4% to Php901.96 billion, and 

accounting for 17.6% of the total. Likewise, motor vehicle and salary-based loans jumped more than 30% during the 

month. 

 According to the Bureau of Treasury, the government’s outstanding debt rose to Php5.94 trillion in end-February due to the 

slight increase in both foreign and domestic obligations. This was Php40.63 billion higher than the level recording in 

January of Php5.90 trillion. Domestic debt accounted for 64.8% or Php3.85 trillion on the back of the net issuance of 

government securities amounting to Php26.16 billion. Meanwhile, about 35.2% or Php2.09 trillion of the total national 

government debt was denominated in foreign currency. 

 Several economists are expecting the Bangko Sentral ng Pilipinas (BSP) to announce a higher inflation for the month of 

March. Singapore-based DBS Bank Ltd., for instance, said that inflation likely rose to 1.1% from 0.9% in February due to 

the upswing in oil prices. Nonetheless, the anemic growth in food prices remains to be the key downside risk. Additionally, 

the strength of the Peso in the previous month could offset the uptick in oil prices. Despite these, consensus call is still for 

the BSP to maintain its neutral positioning since earlier, it said that March inflation could range from 0.6 to 1.4%. 

 According to the Department of Agriculture (DA), its El Niño interventions with regular budget funding are already planned 

until June. For 2016, total budget was estimated to be Php40.33 billion. This is in addition to the Php3.646 billion allotted in 

2015 to prop up production capacity of the regions struck by the dry spell. The department estimates that the loss have 

already reached 383,743 metric tons (MT) of crops valued at Php5.53 billion for the period between February 2015 to 

March 2016. As of year-to-date alone, losses totaled 159,256 MT equivalent to Php2.1 billion.   

 ING Bank revised downward its inflation forecast for 2016 to 1.8% from an earlier projection of 2.0%. Its senior economist 

said the inflation is likely to pick up from 2016's average of 1.4% as the impact of El Niño kicks in. However, this moderate 

rise could be "offset by the lower oil product prices and modest increase in utility rates." Meanwhile, they expect the 

country's gross domestic product to accelerate to 6.2% due to robust domestic demand. 

 In a report from the Bangko Sentral ng Pilipinas (BSP), it showed that the country's foreign exchange reserves 

experiences a steep rise in March, hitting their highest level in more than two years, on the back of strong inflows. Gross 

international reserves (GIR) reached US$82.6 billion, up US$725 million compared to February's US$81.88 billion. The 

increase was said to be due to the proceeds from the issuance of global bonds and ADB's loans, higher income from 

investments abroad, and a positive revaluation adjustments on the BSP's foreign currency-denominated reserves. The 

increase was, nonetheless, partially offset by payments in foreign exchange obligations and negative revaluation of the 

BSP's gold holdings. 

 

The week ahead (April 11 – April 15) 

 

We expect the local equities to continue taking cue from the international markets and significant domestic data releases. For next 

week, we see the PSEi to trade between 7,170 to 7,300, with main catalyst being the OFW remittances data for the month of 



 

February. This would confirm if the effects of weak global demand to the overseas workers would really be material. Market players 

are also expected to keep an eye on the US's CPI data to be released next week. Bond yields are expected to take leads from 

global developments, as local data releases next week will be limited to the OFW remittance figure. For next week, expect the 

USD/PHP pair to trade sideways with an upward bias if we experience another slowdown in monthly OFW remittances and/or 

exports.  

 


