
 

January 20, 2015 

Global Financial Markets 
 
Global equities ended another week in red amid the continued volatility in the markets which was brought by wild 
fluctuations in commodity prices. US Treasuries, however, continued to rally, serving as a safer alternative to equities. 
The US Dollar continued its advance vis-a-vis the Euro since the start of the year owing to negative sentiment surrounding 
the region stemming from the resurgent possibility that Greece may exit the Euro-zone, continuing improvements in the 
American labor market and headwinds faced by the ECB’s proposed stimulus bond-buying program.  

  
Global Equities 
 
Global equities edged lower after three 
days of trading as pessimism in the 
markets outweighed positive US 
employment data.  

Nonfarm payrolls data in the US was 
released by the Department of Labor 
last Friday, which showed 252,000 
jobs created for the month of 
December. Despite this figure beating 
the forecasted 240,000 jobs, investors 
were still disappointed due to the 
contraction in wage rate by 0.2%. 
Movements in oil prices still played a 
role into this week's market direction 
as Goldman Sachs and Société 
Générale's cutting of oil price forecast 
signaled a sell-off particularly of 
energy stocks. In addition, the oil 
minister for the United Arab Emirates 
said that the Organization of 
Petroleum Exporting Countries 
(OPEC) would stand firm on its 
decision not to cut production. 
Investors also became wary of the 
fourth quarter corporate earnings, 
expecting only 1.1% growth, the 
weakest in eight months. 

European stocks, in contrast, gained 
on the back of possible positive effects of the lower oil prices to other industries such as airline companies. Investors were also 
putting high hopes on the probable stimulus measures to be implemented by the European Central Bank which would add to the 
liquidity in the market. 

Asian shares, meanwhile, ended flat with movements mostly due to country-specific events. Technology sector in India and Hong 
Kong exhibited strength while JPY slightly strengthened. Investors bought up HK-listed Chinese companies following the trade 
surprise to the upside in China. 

Week-on-week, the MSCI World index declined by 0.33%, led by the US equities market. The Dow Jones Industrial Average index 
fell by 0.54% while the S&P500 index declined by 0.81%. The European equities market was the top performer with 2.00% gain, 
followed by Asia Pacific ex-Japan, closing 0.09% higher. 

 

Economic data releases for the week were mostly positive but were not enough to improve investor sentiment. 

 Jobs created in the US for the month of December was registered at 252,000, higher than consensus estimates of 
240,000 jobs. Unemployment rate also dropped to 5.6%, better than the forecasted 5.7% and the 5.8% seen in 
November. However, wage rate contracted by 0.2%, worse than what the market was expecting which was a 0.2% 
expansion. The participation rate also declined, falling to a 37-year low of 62.7%. These resulted to mixed reactions 
from the investors. 

 US wholesale inventories increase in November, marking their largest growth in seven months. Wholesale inventories 
rose by 0.8% in November while October's wholesale stocks were revised upward to 0.6%. The November data was 
higher than consensus estimates of only 0.3%, which is expected to boost fourth quarter growth. 

09-Jan-15 13-Jan-15 % Change

MSCI World 1,683.80 1,678.19 -0.33%

MSCI Europe 115.07 117.37 2.00%

MSCI Asia-Pacific ex-Japan 470.14 470.55 0.09%

Dow Jones Industrial Average 17,737.37 17,640.84 -0.54%

S&P 500 2,044.81 2,028.26 -0.81%

Global Equity Performance
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 Oil prices slumped to lower levels after Goldman Sachs (GS) and Société Générale sharply lowered their forecasts for 
2015. WTI and Brent both dropped to more than 5%, touching $45.85 and $47.16 a barrel, respectively. GS sees that 
Brent prices will average at $50.4 a barrel in 2015, down from its earlier estimate of $83.75 a barrel. 

 US corporate earnings for the fourth quarter of 2014 are expected to grow by 1.1% year-on-year, the weakest quarter 
since third quarter of 2012. Excluding the energy sector earnings, however, net income of US companies are 
projected to rise 3.6%, still below the 5.2% average growth rate for earnings of all S&P 500 companies over the past 
eight quarters. 

 The National Federation of Independent Business (NFIB)'s small-business optimism index for December rose 2.3 
points to 100.4, beating the market estimate of 98.5 and reaching its highest level in more than eight years. Small 
businesses have also been hiring more workers with the seasonally adjusted average increase in workers per firm 
increasing to 0.2 workers, a "historically large" number, according to the NFIB. 

 Job openings in the US rose to their highest level since January 2001. The recorded number of openings for the 
month of November reached 4.972 million, better than analysts' expectations of only 4.85 million. This is equivalent to 
a 27% increase on a year-on-year basis and now stands 15% above the pre-recession level. The figure also means 
that for every opening, about 1.8 unemployed workers were hired. 

 

Global Bonds  
 

US Treasury prices rallied during the week as investors continued to flock 
to safe haven assets. During the week, three-year notes were sold which 
received strong demand. Based on the indirect bidding for the three-year 
notes, demand from foreign investors reached 45.8%, the highest level 
since August 2011. Ten-year notes were also offered but the demand was 
relatively softer. 
  
Week-on-week, the 2-  and 10-year benchmark yields fell 56.1 and 252.81 
basis points to 0.561% and 2.528%, respectively.  
 

 

Currencies  

The US Dollar sustained its rally from 2015's first trading week into the 
middle of last week. The EUR/USD pair fell -0.34% from last Friday's close 
of 1.1842 to 1.1802 as of end-Tuesday. Intra-week, the Dollar fell to as low 
as 1.1795 on the back of continuing anxiety over the ongoing political 
situation in Greece with broader, more serious implications for the 
Eurozone should the country exit the currency union. Elsewhere in Europe, 
the much touted quantitative easing stimulus proposal, beginning with 
bond-buybacks of sovereign and corporate debt, has faced an uphill climb 
since the year began as the program met opposition from the German 
bloc. Weeks of debate will culminate in the January 22 ECB meeting, in 
which an unrelated but influential decision concerning the validity of 
Outright Monetary Transactions (OMT), a similar bond-buying program, is 
decided by the European Court of Justice (ECJ) after being referred by 
Germany's highest court. An adverse decision may curtail the scope and potency of the final ECB stimulus measure. Also in play 
since the start of year has been US economic strength, particularly in the labor market, which drove the recent optimism on the 
greenback. December's jobs data led to the unemployment rate beating expectations by 0.10% at 5.60%, but was partially muted 
by the 5 US cents decline in mean wages. 

 

The week ahead (January 20 – January 23) 

This week, the papers remained filled with oil-related news which also largely affected movements in the markets. For the coming 

week, we expect that investors will continue to monitor the level of oil prices as well as the corporate earnings releases. We expect 

the markets to trade sideways with a downward bias as volatility continue to weigh negatively on investors sentiment. Meanwhile, 

US Treasury prices are expected to continue trading in an opposite direction with equities. Economic data releases to watch out for 

this week include the weekly jobless claims, CPI urban consumers, housing starts and existing home sales. The Euro is likely to 

stay under pressure until the market obtains more clarity on ECB bond-buy back post their January 22 meet, absent major 

economic developments from the US economy besides CPI release next week. 

US Treasury Yield Curve

Tenor 6-Jan 13-Jan  +/- bps

3m 0.015 0.025 -1.52

6m 0.071 0.081 -7.10

2y 0.561 0.539 -56.10

5y 1.419 1.368 -141.90

10y 1.945 1.900 -194.49

30y 2.528 2.499 -252.81

Currencies 

9-Jan 14-Jan % Change

USD/PHP 44.950 44.770 0.40%

EUR/USD 1.1842 1.1788 -0.46%

GBP/USD 1.5160 1.5163 0.02%

USD/JPY 118.50 117.20 1.11%

AUD/USD 0.8204 0.8091 -1.38%

USD/CHF 1.0143 1.0188 -0.44%

EUR/CHF 1.20108 1.20095 0.01%

EUR/JPY 140.32 138.15 1.57%
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Philippine Financial Markets 

The local equities market continued to rally during the shortened trading week, closing Friday just below the 7,500 mark 
as sentiment towards the country’s robust fundamentals remained positive. The local fixed income market, meanwhile, 
sustained last week’s rally mostly for the same reasons of ample liquidity in the economy and expectations of benign 
inflation here and in the US to stay anticipated interest rate hikes. 
 
 
Local Equities  
    

The local equities market picked up from the previous week’s rally and soared to 
all-time highs during the three-day trading week (due to the Papal visit holiday) 
amid renewed optimism on the local economy. Though share prices fell Monday 
on profit-taking, sentiment was mostly positive on expectations of continued 
benign inflation, as well as Fitch’s forecast for the 2015 GDP growth figure, 
which emphasized that the Philippines’ growth story would be faster than 
regional peers’. The PSEi once again closed the trading week at an all-time high 
of 7,490, up 2.48% for the week. For the week, foreign investors were net 
buyers at Php16.57 billion. 

 
 
 

Conglomerates 

 George Ty-owned GT Capital Holdings, Inc. (GTCap) stated last Friday that they would likely spend about Php50 billion 
this year, most of which would be for boosting profits rather than acquiring another business. According to GTCap 
President Carmelo Maria Luza Bautista, there will be more significant move in 2015; rather, it would be more of inherent 
growth within the companies. GTCaps’ portfolio is composed of banking, real estate, power, automotive and insurance. 
Regarding fundraising activities for the year, Mr. Bautista stated that there was nothing definite on the table, and it would 
be decided once the company’s capital expenditure is finalized. 

 
Banking 

 In a disclosure to the Philippine Stock Exchange (PSE), Yuchengco-led lender, Rizal Commercial Banking Corp. 
(RCBC) said that it will offer senior unsecured fixed-rate notes. The proceeds will finance operations and general 
corporate purposes, including the refinancing of $250-million notes that carry a 6.25% interest rate and will mature on 
February 9, 2015. The tentative date of issuance is on January 21. 

 
Property 

 In a disclosure made to the PSEi, Gokongwei-led Robinsons Land Corp. (RLC) reported a 5.8% rise in net income for 
fiscal year 2014 (ending September) to Php4.73 billion from the Php4.48 billion recorded in the same period in 2013. 
Gross revenues likewise saw a 7% year-on-year growth to Php17.05 billion. The company’s commercial operations 
accounted for the largest real estate revenue contribution at Php8.10 billion, while its residential business contributed 
php5.87 billion. Moreover, RLC’s office buildings division was sturdy as revenues were up 7% to Php1.54 billion. 

 

 SMPH's plan to reclaim and develop a 600-hectare land along Manila Bay may be delayed up to the next administration. 
The Philippine Reclamation Authority (PRA) recently required a comprehensive study for the proposed reclamation 
projects. After the bidding for consultancy service within the year, the winning firm would be expected to finish the study 
in 14 months. Only then will the reclamation be started. Recall that last year, SMPH was awarded by the local 
government units of Pasay and Parañaque to reclaim and develop the mentioned area for a consideration of Php54.5 
billion and Php50.19 billion, respectively 
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Philippine Bond Market  
 
In the local fixed income space, bond prices rallied, week-to-date, as investors 
fed on bond-friendly sentiment supportive of later and lower, if at all, BSP rate 
hikes in 2015 owing to expectations of commodity-driven lower inflation both 
here and in the US, also affecting the timing of the Fed's proposed interest rate 
hike guidance. Buying interest in our local bond market was driven by 
positioning for this Tuesday's auction of PHP25 Bn. worth of securities due 
2020, which will likely be oversubscribed, resulting in a low yield and will 
sustain the fixed income rally this week into next.  
 
Yields fell by an average of -10.07 basis points, week-to-date, with the short, 
belly and long-ends of the curve declining -19.60, -4.06 and -7.38 basis points, 
respectively.   
 
 
 
 
Philippine Peso 

 
 

For this shortened "Papal-visit" trading week, the Peso gained vis-a-vis the US Dollar for 3 consecutive days and the USD/PHP pair 
fell -0.61% from last Friday to close mid-week at 44.675. By and large, actual and expected robust overseas remittance inflow 
growth for the months of December and 1Q'15E drove the sentiment on the Peso. This, coupled with declining US mean wages (5 
cents lower as of December), led to a sustained mini-rally for the local currency Week-to-Date. Improvement in our trade balance 
also supported the Peso. For next week, our forecast has the Peso trading range-bound between 44.60-44.75 as the market waits 
for the US December inflation print, widely expected to fall -0.40% from November figure of 1.30%. 
 
SMPH's plan to reclaim and develop a 600-hectare land along Manila Bay may be delayed up to the next administration. The 
Philippine Reclamation Authority (PRA) recently required a comprehensive study for the proposed reclamation projects. After the 
bidding for consultancy service within the year, the winning firm would be expected to finish the study in 14 months. Only then will 
the reclamation be started. Recall that last year, SMPH was awarded by the local government units of Pasay and Parañaque to 
reclaim and develop the mentioned area for a consideration of Php54.5 billion and Php50.19 billion, respectively. 
 
As of September 2014, the real estate exposure of banks rose by 23% to Php1.160 trillion, from Php939.775 billion in 2013. This 
occurred as real estate loans likewise went up by 24% to Php977.085 billion. Data released by the Bangko Sentral ng Pilipinas 
showed that banks increased lending to land developers, construction companies and other corporate entities by 24% to 
Php592.966 billion as of September, from Php479.688 billion one year ago. Credit extended to residential properties was also 
higher by 25% year-on-year to Php384.119 billion.  

 
 
The week ahead (January 20 – January 23)  
  
We expect the local equities market to trade within the range of 7,300 to 7,500 next week, as some investors may begin to take 
profits following the continued surge to all-time highs this week. Nevertheless, the market should remain supported given strong 
volumes. Sentiment towards the local equities market should still be positive, though investors will be continuing to watch economic 
data from the US react to upcoming US economic data, especially the CPI figure. If the US inflation rate continues to be solid, then 
the market may price in an early rate hike for the Fed, weighing down investor sentiment.  
 

For the local fixed income market next week, we expect the bonds to extend their rally. 
 

We expect the Peso to continue trading sideways next week between 44.600 and 44.750 per US Dollar. 

 

 


