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Global Financial Markets 
 
Global equities seesawed during the week, weighed down by volatile oil prices and the Russian ruble’s depreciation but 
were later on lifted by the less hawkish statements from the Fed. US treasuries, meanwhile, pared gains generated at the 
start of the week, amid a strong rebound in the equities market. On the other hand, the dollar appreciated on bets of 
interest rate hikes next year. 
  
Global Equities 
 

Global equities nursed huge losses at the start of the 
week as the continued free fall of oil prices weighed on 
global inflation and on the health of the economy, in 
general. Brent crude prices fell below the US$60-per-
barrel psychological support following concerns that the 
demand for oil will continue to weaken next year and was 
compounded by strong resistance from OPEC to cut 
production. Crude oil prices have been volatile since, 
adding uncertainty to the financials market.  

Mid-week, global share prices received another 
dampener coming from Russia after its central bank 
decided to raise its key interest rates by 650 basis points 
to 17%, marking its biggest move since 1998. The move 
was aimed to arrest the depreciation of the currency 
which dropped by more than 50% from peak. The 
currency received a 2-hour boost following the 
announcement only to be sold off again after locals 
rushed to the banks to convert their money to hard 
currencies on fears that the central bank’s next move is to 
impose capital controls.    

Towards the end of the week, global equities rebounded 
strongly, paring losses incurred early in the week, 
following statements from the Federal Reserve that it will 
be patient in raising interest rates. In a statement following the two-day FOMC meeting concluding Wednesday, the Federal 
Reserve dropped its time-bound guidance of “considerable time” and replaced with a more general term, stating that “[the Fed] can 
be patient in beginning to normalise the stance of monetary policy.” In forecasts released along with the statement, 15 of 17 officials 
said they expected to raise rates in the coming year. The median estimate among officials put rates at 1.125% by end-2015. The 
median rate estimate for 2016 was revised downward to 2.5% and for 2017 to 3.625%. Fed officials projected the domestic 
economy would grow at a rate between 2.6% and 3.0% in 2015 and that the unemployment rate would fall to 5.2% or 5.3%. 

Over in Euro-zone, concerns on the region’s economic recovery were reinforced by country-specific issues of member countries. In 
Greece, Prime Minister Antonis Samaras failed to gather enough support for his nominee in a parliamentary vote for a new head of 
state. Stavros Dimas, Samara’s candidate for the presidency, got the backing of only 160 lawmakers out of Greece’s 300-seat 
chamber, short of the 200 vote requirement. Attention now falls on the second vote that will happen on December 23. If Samaras 
fails to garner 200 votes, another attempt will ensue on December 29. Failure to reach the 200 votes in all three instances will  lead 
to the dissolving of the parliament and early elections will be held.   

Week-on-week, the MSCI World managed to eke out a gain of 0.43% to 1,706.33. However, all other indices tracked closed in the 
negative territory, led by MSCI Asia-Pacific ex-Japan (-1.78%) and followed by US equities with Dow Jones Industrial Average and 
S&P 500 dropping by 1.01% and 0.65%, respectively.   

 

Data releases from the US further solidified the recovery of its economy.   

 U.S. manufacturing output recorded its largest increase in nine months during November and coupled with an upward 

revision to October data climbed past its pre-recession peak. Manufacturing production rose 1.1% from a revised 

increase of 0.4% in October, led by a 5.1% spike in automobile production following three straight months of decline. 

Overall industrial production jumped 1.3% from an upwardly revised +0.1% in October.  
 

 The labor market has sustained its recovery in November. Initial jobless claims dipped 6,000 to a seasonally adjusted 
289,000 in the week ended December 13. The four-week moving average edged down 750 to 298,750, extending the 
longest stretch sub-300k since the first half of 2000. The number of people who continued to file for benefit claims 
dropped 147,000 to 2.373 million for the week ended December 6. 

11-Dec-14 18-Dec-14 % Change

MSCI World 1,699.05 1,706.33 0.43%

MSCI Europe 115.63 115.52 -0.10%

MSCI Asia-Pacific ex-Japan 461.36 453.17 -1.78%

Dow Jones Industrial Average 17,533.15 17,356.87 -1.01%

S&P 500 2,026.14 2,012.89 -0.65%

Global Equity Performance
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 The Conference Board Leading Economic Index for the U.S. rose 0.6% in November to 105.5 from a downwardly 
revised increase of 0.6% in October. 
 

 
  

Global Bonds  
 

US treasuries were damped towards the end of the week following solid 

gains in the equities market for the past two days. Sentiment was 

revived in the equities market amid relatively dovish statement from the 

Federal Reserve. Week-on-week, the belly and the long-end of the 

curve took the brunt of the sell-off, led by the 5-year benchmark tenor 

which added 6.66 basis points to settle at 1.662%, while the 10-year 

benchmark tenor crawled up by 4.55 basis points to finish at 2.208%.   

 

 

 

 

 

Currencies  

Post-meeting statements from Fed Chairwoman Yellen has confirmed 
that the US liftoff will begin next year although she was still quite vague 
as to the exact timing. This prompted forex traders to enter into long 
positions for the US dollar. The yen and the euro depreciated against 
the US dollar this week by -0.50% and -1.41%, respectively.  

 
 
 
 
 
 
The week ahead (December 22 – December 31) 

 

The statements and projections of the Federal Reserve (the Fed) have only reaffirmed views of more divergent monetary policies in 

2015. Notwithstanding the weak global economic outlook and the impact of low oil prices on inflation, the Fed remains on track to 

begin hiking interest rates in 2015. Investors found some relief after Fed Chairwoman Yellen hinted that the liftoff in the next two 

quarters is very unlikely. Meanwhile, Japan, China, and the Euro-zone continued to face deflationary pressures combined with a 

weakening economy, prompting them to take more aggressive measures to help revive their economies.  

 

With the conclusion of the two-day FOMC meeting last week, financial markets will take guidance from the continued volatility in oil 

prices and from developments in Russia. The failure of the Russian central bank to contain the ruble’s depreciation, despite the 

significant interest rate hike that will put their economy at risk, has sparked concerns of a possible contagion in the emerging 

markets space. And this new development has prompted foreign fund managers to reassess their strategy as they position for 

2015. For the rest of the year, we expect muted volumes as fund managers take a defensive stance in light of these recent 

developments. 

 

  

US Treasury Yield Curve

Tenor 11-Dec 18-Dec  +/- bps

3m 0.020 0.036 1.52

6m 0.091 0.107 1.52

2y 0.600 0.631 3.13

5y 1.595 1.662 6.66

10y 2.162 2.208 4.55

30y 2.807 2.818 1.13

Currencies 

12-Dec 19-Dec % Change

USD/PHP 44.580 44.725 -0.32%

EUR/USD 1.2462 1.2286 -1.41%

GBP/USD 1.5716 1.5664 -0.33%

USD/JPY 118.75 119.35 -0.50%

AUD/USD 0.8247 0.8154 -1.13%

USD/CHF 0.9638 0.9799 -1.64%

EUR/CHF 1.20113 1.20391 -0.23%

EUR/JPY 147.99 146.64 0.92%
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Philippine Financial Markets 

The local equities market retreated as the sharp rebound due to the recovery in oil prices and hawkish statement of the 
Fed failed to offset losses incurred at the early part of the week. Local fixed income security prices fell as the US Fed 
indicated that it may raise interest rates sooner than expected.  The Philippine peso weakened against the US dollar as 
fears over the health of the Russian economy and the Fed’s hawkish statement improved appetite for the dollar. 
 
 
Local Equities  
 
The local equities market mirrored movements on Wall Street given the lack of 
domestic market-moving news. The PSEi nursed huge losses until the middle of 
the week, closing below the 7,000 level, on the back of continued slump in oil 
prices and risk-off sentiment fueled by fears of a Russian-led financial crisis. The 
local bourse recovered at the latter half of the week, trimming losses as oil 
prices rebounded and following the US Federal Reserve statement that it will be 
“patient” in raising interest rates. Week-on-week, the PSEi ended lower, losing 
98.58 points, or -1.36% to close at 7,125.63. In terms of foreign flows, foreigners 
were net sellers for the five trading days of the week resulting to a cumulative 
Php7.68 billion in net outflows. 
 

Industrial 

 Meralco (PSE Ticker: MER) will abide by the recent Court of Appeals ruling which requires the company to refund Php5 
billion worth of transmission line loss charges to its customers. Recall that the refund originated from the double 
charging of line loss rentals from the concurrent implementation of the Wholesale Electricity Spot Market (WESM) 
pricing mechanism and the Napocor-Meralco transition supply contract (TSC). The TSC and the WESM charges were 
both approved by the Energy Regulatory Commission to pass on transmission loss component of 2.98% to consumers. 

 Universal Robina Corporation (PSE Ticker: URC) posted a 14.5% increase in net income to Php11.51 billion for the 
fiscal year-ended 30 September 2014. Sales grew by 14.1% to Php92.40 billion, mainly driven by the company’s 
branded consumer food business which rose by 18% year-on-year to Php77.3 billion. URC’s domestic branded 
consumer food segment rose by 23% to Php53.5 billion. On its international businesses, Thailand operations posted the 
highest sales growth by 11% while Indonesia revenues declined by 4% year-on-year. 

Financials 

 Bank of the Philippines Islands (PSE Ticker: BPI) inked an agreement to buy into the Philippine unit of payment services 
provider, Global Payments, Inc. (GPN). BPI infused its merchant acquiring assets into GPN, resulting to a 49% 
ownership of Global Payments Asia-Pacific Philippines, Inc. (GPAP). The joint venture will allow BPI to secure the top 
two position in the merchant acquiring industry. The joint venture is expected to generate synergies from BPI’s 
expansive network and large merchant base and GPN’s strong infrastructure and global experience.  

 Yuchengco-led Rizal Commercial Banking Corp. (PSE Ticker: RCB) recently announced its agreement with Taiwanese 
financial company Cathay Life Insurance Co., Ltd. to acquire a 20 percent ownership in the bank. Cathay Life 
subscribed to 124.24 million new shares, 119.03 million shares from selling shareholder Hexagon Investments B.V. and 
36.72 million shares from another selling shareholder International Finance Corp. Cathay Life’s total investment 
amounted to Php7.95 billion. According to RCBC, the equity raising was done to bolster the bank’s capital adequacy 
position in compliance with the more stringent rules under Basel III as endorsed by the Bangko Sentral ng Pilipinas. 

Services 

 Philippine Long Distance Telephone Co. (PSE Ticker: TEL) expects fourth quarter earnings to be weighed down by its 
free internet offering. According to TEL President Napoleon Nazareno, PLDT’s seasonally strong fourth quarter is still 
likely to be better than third quarter, albeit tempered by the promotional initiatives introduced late last quarter. PLDT’s 
free internet offering is available to prepaid subscribers until January 5 of next year. PLDT maintains its 2014 profit 
guidance at Php37 billion, which was downwardly revised from Php39.5 billion, after the third quarter net income miss. 

Property 

 Gokongwei’s property arm, Robinsons Land Corporation (PSE Ticker: RLC) reported Php 4.7 billion in net income (6% 
year-on-year) for the fiscal year ended 30 September 2014. Earnings before interest and tax grew 5% year-on-year to 
Php6.25 billion. The strong performance of RLC’s office and hotel segments offset the slight weakness in its mall and 
residential operations. RLC initiated rationalization of mall tenants which resulted to the deceleration of same-mall 
revenue growth in the fourth quarter to just 3% from the 8% posted in the first nine months of fiscal year 2014. 

12-Dec 19-Dec % Change

PSEi 7,224.21 7,125.63 -1.36%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
Local fixed income security prices traded sideways for most part of the 
week, amid thin volumes as investors stayed on the side-lines ahead of the 
FOMC policy meeting at the latter part of the week. Yields ended higher at 
the close of the week as the US Fed suggested that it may raise interest 
rates sooner than expected. Yields increased by an average of 10.2 basis 
points across the length of the curve with the short, belly and long-ends 
inching up by 13.6, 9.7 and 6.5 basis points, respectively.  
 

The Philippine Dealing and Exchange Corp. (PDEX) expects infrastructure 
companies to drive new listings next year after the record-high volume 
registered in 2014. PDEX Chairman Cesar Crisol expects another company 
to list its debt securities before the conclusion of 2014. This will lead to a 
record-high annual aggregate listing size of just below the Php200 billion 
mark for 2014. Year to date, the total amount of securities listed at PDEX 
registered at Php189.75 billion, after factoring in Philippine National Bank’s 
(PNB) Php7 billion worth of long-term negotiable certificates of deposit 
listing last Friday. This is way above the exchange’s target of Php175 billion 
for 2014 and the previous high of Php114.8 billion in 2012. 
 
 
 
 

Philippine Peso 
 

The Philippine peso marginally weakened against the US dollar (+0.04%, week-on-week) to close at USD/PHP 44.77 Friday. The 
dollar ultimately prevailed on the back of hawkish comments from the Fed as to the normalization of its interest rates, and flight to 
safety on fears over the health of the Russian economy and continued freefall of oil prices. The continued withdrawal of foreign 
investors from the local equities market also contributed to the pesos’ depreciation.  
 
Standard & Poor’s (S&P) expects net oil importing countries such as the Philippines to benefit the most from the oil freefall . In a 
report, S&P cited that countries that would spend, rather than save additional disposable income from fuel cost savings will get a 
boost to their respective economies on low oil prices. Among Asia-Pacific countries, the Philippines, Hong Kong, China and 
Thailand are expected to have the biggest upside on their economies given the relatively high oil trade deficits (i.e. implies greater 
oil dependence). According to S&P, "In this group of economies, a one-year drop in Brent crude to US$65 per barrel could raise 
output by one-third of one percent or more." 
 
According to the Bangko Sentral ng Pilipinas, remittances (both cash and non-cash) increased by 6.9% year-on-year to US$ 2.458 
billion in October, bringing the year-to-date tally to US$22.02 billion. Personal remittances from land-based workers with work 
contracts of less than one year and those with one year or more rose at 8.1% and 5.6%, respectively. Cash remittances increased 
by 7% to US$2.224 billion in October from US$ 2.079 billion in the same month last year. Most of the cash remittances came from 
the United States, Saudi Arabia, the United Arab Emirates, the United Kingdom, Singapore, Japan, Hong Kong and Canada. 
 
Excise tax collections from tobacco and alcoholic beverages grew 40% year-on-year for the first nine months of the year. According 
to the Department of Finance, collections from “sin” taxes amounted to Php91.64 billion until September compared to Php65.45 
billion in collections in the same period last year. Collections from tobacco firms contributed 71% to total or Php64.96 billion 
(+56.7% year-on-year or 90% higher than government target of Php34.16 billion). On the other hand, collections from alcohol 
products amounted to Php26.68 billion, or 11% higher than last year’s, albeit 12.19% lower than the government’s target of 
Php30.39 billion.  
 
 
The week ahead (December 22 – December 31)  
  
We expect the local equities market to continue taking cues from developments overseas and movements in oil prices. In our view, 
the PSEi will trade within a broad range of 6,896 to 7,224 for the rest of the year, with bias to the downside on possible continuation 
of foreign selling.  
 
For the local fixed income market, we expect thin volumes as investors take a wait-and-see stance for the rest of the year in light of 
recent developments. The next market-moving event will be the first quarter 2015 auction schedule.  
 
Events overseas will continue to dictate the direction of the local currency. Key upcoming economic data releases in the US include 
the third quarter GDP print on December 23 and initial jobless claims for the week-ending December 13 on December 24. 
 

T enor 12-Dec 19-Dec  Change

1m 2.28 2.41 13

3m 2.26 2.40 14

6m 2.40 2.53 13

1y 2.48 2.62 14

2y 2.75 2.95 20

3y 3.27 3.31 4

4y 3.40 3.43 4

5y 3.44 3.58 14

7y 4.00 4.08 8

10y 4.16 4.34 18

20y 5.16 5.14 -2

25y 4.81 4.85 4

Average 10.2

Peso Yie ld Curve                                        

(PDST-F Reference Rates)


