
 

 

February 1, 2016     
Global Financial Markets 

Global equities rebounded during the week as indications of additional stimulus from the ECB and the 16% rally in Brent 
oil prices led to risk-on sentiment, although earnings and economic data turned out mixed.  US Treasury yields declined 
as investors priced in the major correction in oil prices during the middle of the week, despite rallying overall week-on-
week, as markets saw no action from the Fed’s January meeting, and following a stellar auction as the week closed. The 
dollar weakened against the euro on the back of a recovery in oil prices and the inaction from the Fed. 
  
Global Equities 
 

Global equities generally tracked 
movements in crude oil prices for the 
rest of the week. The last week of 
January started positively as oil prices 
rallied 10% (from short-squeeze / 
weather-driven spike) and as European 
Central Bank President Mario Draghi 
made statements which suggest 
additional stimulus in their March 
meeting. The 5% correction in crude oil 
prices, along with deteriorating 
manufacturing outlook survey results, 
led to a correction in global equities 
afterwards. The increase in housing 
prices, along with continuation of high 
US consumer confidence, positive 
consumer earnings results, and 
rebound in crude oil prices, boosted 
markets again. While crude oil prices 
continued to rally, US equities fell after 
the Fed, while maintaining a dovish 
tone given its explicit consideration of 
global volatility, did not explicitly rule 
out a rate hike in its March meeting. 
Reports that Russia is willing to meet 
with OPEC and discuss production 
cuts boosted oil prices further, and 
along with the drop in US initial jobless claims, led to more risk appetite globally, and consequently, better equities performance on 
the last trading day of the week. Both European equities and Asian equities performed well given the 16% jump in crude oil prices 
week-on-week, with the announcement that Japan will implement negative interest rates on excess additional reserves, further 
boosting Asian equities on the last trading day of the week. 
 
Week-on-week, the MSCI World index gained 2.32% led by the 3.71% jump in MSCI Asia-Pacific ex-Japan and 2.02% increase in 
MSCI Europe. Meanwhile, the gains in US equities were tempered by earnings disappointments from major companies, e.g. 
earnings slowdown from Apple. As such, the S&P500 Index and the Dow Jones Industrial Average Index rose by just 0.75% and 
0.39%, respectively.  
 

Data in the US and the Eurozone painted a picture of recovering housing sector and labor markets. Meanwhile, prospects for the 
manufacturing sector remained bleak. Business sentiments in Germany was weak in contrast to the upbeat consumer sentiments in 
the US.  Investors also got confirmation from the Federal Reserve of the concerns about financial market volatility and sluggish 
global growth. 
  

 Existing home sales rebounded from December’s 19-month low as it rose 14.7% MoM (vs. mkt est: +9.2%). This marks 

the largest monthly increase ever recorded. For 2015, sales reached 5.26 million, the highest annual level since 2006.  

 The headline seasonally adjusted Markit “flash” U.S. Manufacturing Purchasing Managers’ Index was up to 52.7 (versus 

market estimate of 51.0) in January from December’s 38-month low of 51.2. Despite the increase, this print us still the 

second lowest since October 2013 and weaker than the 54.2 post-crisis trend.  

 The Dallas Fed’s Texas Manufacturing Outlook Survey showed that factory activity fell during January, with general 

business activity index skidding 13 points to negative-34.6 (vs. mkt est: negative-14.5) from a downwardly revised 

negative-21.6 in December (vs. prev: negative-20.1), marking the lowest level since 2009. Meanwhile, the production index 

slumped 23 points to negative-10.2.  

 According to the Ifo Institute, German business sentiment fell to its lowest level in nearly a year during January, dropping 

to 107.3 (vs. mkt est: 108.4; prior: 108.6) driven by a poorer export outlook. Meanwhile, the current conditions index dipped 

to 112.5 from 112.8 and the expectations index of the survey dropped to 102.4 from 104.6, the lowest in five months.   

21-Jan-16 28-Jan-16 % Change

MSCI World 1,497.87 1,532.68 2.32%

MSCI Europe 110.64 112.87 2.02%

MSCI Asia-Pacific ex-Japan 358.32 371.61 3.71%

Dow Jones Industrial Average 15,882.68 15,944.46 0.39%

S&P 500 1,868.99 1,882.95 0.75%

Global Equity Performance
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 The S&P/Case-Shiller Home Price Index rose 5.3% in the year to end-November (vs. Oct: +5.1%) while the 10-city and 20-

city indices jumped 5.3% and 5.83% YoY (vs. mkt est: 5.69%), respectively.   

 According to data from the Conference Board, consumer confidence in the US improved to a three-month high in January, 

as Americans grew more upbeat about the prospects of the economy, labor market and their incomes. The Conference 

Board’s index of consumer confidence increased to 98.1 (Mkt est: 96.5) from a downwardly revised 96.3 in December 

(Prev: 96.5).    

 The Federal Reserve confirmed concerns about financial market volatility and sluggish global growth but didn’t 

categorically rule out a rate hike in its March meeting. While the US employment outlook "improved further even as 

economic growth slowed late last year”, which will boost inflation to its 2% target, the Fed mentioned that it  is “closely 

monitoring” developments in global economies and markets.  

 Sales of new single-family houses in the US soared in December by 10.8%, beating expectations of +2.0%. Meanwhile, 

median sales price of new homes dropped 5.3% MoM to $288,900. Estimated and unadjusted new home sales for 2015 

was 501,000, the highest since 2007’s high of 776,000. Supply of newly built homes was worth 5.2 months, down from 

November’s 5.7 months. 

 Durable goods orders fell during December as new orders for durable goods slipped 5.1% MoM seasonally adjusted (vs. 

mkt est: -0.7%) from a downwardly-revised decline of 0.5% in November (vs. prev: 0%). For FY15 durable goods orders 

shrank 3.5%, marking the first annual decline in demand since 2009.  

 Inital  jobless claims dropped to a seasonally adjusted 278,000 (versus market estimate of 281,000) for the week ending 

January 23. The new print is 16,000 less than the previous week. The four-week moving average decreased by 2,250 and 

now stands at 283,000. Continuing claims, however, rose by 49,000 to 2,268,000 (versus market estimate of 2,218,000) 

for the week ending January 16. 

 

 

Global Bonds  
 

US Treasury yields declined on average as investors priced in the slump of 

oil prices during the middle of the week despite rallying overall week-on-

week, as markets saw no action from the Fed’s January meeting, and 

following a stellar auction as the week closed. Treasury prices were down 

during the start of the week following risk-on sentiments that drove investors 

to shift to riskier asset classes. The succeeding days saw a bull flattening of 

the yield curve from the simultaneous slump in oil and equities. Gains of 

Treasuries were solidified the following day as oil prices continued their 

decline. The market ended mixed as the Fed decided not to hike rates during 

the January meeting but at the same time not closing the possibility of a hike in March. Yields continued to drop after a upbeat 

seven-year note auction which saw a decrease in yields to 1.759% from 2.161%, the lowest at a sale since beginning of 2015.   

 

Week-on-week, yields declined by an average of 0.59 basis points. The two-year note fell 1.59 basis points to close at 0.833%, 

while the ten-year benchmark yield edged down 5.27 basis points to close at 2.031%.  

 

Currencies  

 
The dollar weakened against the euro on the back of a recovery in oil prices 

and the inaction from the Fed. The dollar started the week strongly as the 

remnants of the effects of the ECB stimulus caused a selldown of the euro. 

The following days, however, saw weakening of the greenback as oil prices 

recovered and following a disappointing manufacturing print in the US. The 

decline of the greenback was cemented as the Fed announced the result of 

its January meeting not to raise interest rates.  

 

Week-on-week, the euro rose vis-à-vis the dollar, gaining 0.14% to close 

trading at the 1.0906 level.    

 

 

 

 

 

 

US Treasury Yield Curve

Tenor 21-Jan 28-Jan  +/- bps

3m 0.280 0.326 4.58

6m 0.372 0.428 5.61

2y 0.833 0.817 -1.59

5y 1.442 1.399 -4.30

10y 2.031 1.978 -5.27

30y 2.811 2.785 -2.58

Currencies 

21-Jan 28-Jan % Change

USD/PHP 47.940 47.730 -0.44%

EUR/USD 1.0891 1.0906 0.14%

GBP/USD 1.4148 1.4328 1.27%

USD/JPY 116.97 118.85 1.61%

AUD/USD 0.6910 0.7076 2.40%

USD/CHF 1.0065 1.0135 0.70%

EUR/CHF 1.09616 1.10535 0.84%

EUR/JPY 127.40 129.62 1.74%



 

 

The week ahead (February 1 – February 5) 

 

Upcoming significant data releases include US GDP annualized QoQ, change in US nonfarm payrolls, and PMI manufacturing and 

non-manufacturing data for China. Given expectations of continued weakness in China’s manufacturing, we expect cautious trading 

in global equities with downside bias, but upside surprises for any of these data releases will boost markets moving forward.  

Support for US treasuries may be sustained next week as investors may continue to prefer safe-haven assets and as investors 

await the data releases. Over the next few days, we expect the US Dollar to further weaken especially if the GDP disappoints and 

US nonfarm payrolls indicate weaknesses in the labor market. Surprise to the upside may come from the investors’ seeking safe 

haven assets should the non-manufacturing data from China not meet expectations. 

  



 

 

 

Philippine Financial Markets 

The local equities market gained ground following a rebound in crude oil prices and a better-than-expected 4Q 2015 GDP 
print. Prices of government securities rallied as oil-driven movements dominated the early part of the week, while solid 
domestic fundamentals and easing measures from Japan by the end of the week allowed financial assets to rally. The 
Peso strengthened relative to the greenback during the week as investors focused on the upbeat Philippine GDP print. 
 
Local Equities  

  
The local stock market recovered this week following a rebound in crude oil prices, 
higher-than-expected GDP print, and as the bourse tracked movements overseas. 
Philippine equities started the week right after a 10% rally in crude oil prices on 
short covering. The next trading day, the stock market fell after crude oil prices 
dipped 5% on news that Iraqi production was higher-than-expected. Mid-week, the 
stock market gained momentum following the rebound in crude oil prices following 
speculation that OPEC may cut crude oil production when they meet in June and 
ahead of the GDP print. The better-than-expected 4Q GDP print of 6.3% (vs. 
market est: 5.9%) buoyed Philippine equities to end the week on a strong note.  
 
Week-on-week, the PSEi gained 479.57 points, or 7.72%, closing at 6,687.62. For the week, foreigners were net buyers at 
Php2.59billion, or US$54 million.  
  
Industrial: 

 Manila Electric Co. (Meralco) looks to attract more small and medium enterprises (SMEs) in their peak/off peak program, 

which is part of their Biz Partners segment. The program, which entails qualified businesses to move operations during off 

peak hours, would lessen a business’ power cost by 10-20%. However, the program is only available to businesses within 

the Meralco franchise area. 

 Cebu Pacific Air, a business unit of JG Summit Holdings, Inc. (JGS), purchased two Airbus A320 planes, which increases 

their fleet size to 57 planes. The new planes are said to be equipped with the fuel-saving wingtip devices called Sharklets. 

Moreover, the budget airline plans to purchase 3 more aircrafts from 2016-2020, namely, Airbus320, 30 Airbus A321neo, and 

16 ATR 72-600 aircraft. To date, Cebu Pacific Air is the 3rd largest budget airline in the region in terms of fleet size. 

Holding Firms: 

 JG Summit Holdings Inc.’s (JGS) airline, Cebu Air Inc., expects to carry around 19-million passengers this year compared to 

the 18-million last year due to cheap airfares caused by falling crude oil prices. However, Cebu Air, Inc. also felt the 

downsides of oil prices in the removal of fuel surcharges, which reduces their yields.  

 Ayala Corp. (AC), with their business unit Ayala Healthcare Holdings, Inc., is planning to put up retail healthcare clinics. The 

healthcare clinics, under the FamilyDoc brand, would cost PHP6-million to PHP7-million, which would include a convenience 

store, pharmacy, and primary care services. AC has already put up 2 outlets in Imus and Las Pinas, offering medical 

consultation for PHP350.  

 Metro Pacific Investments Corporation’s (MPI) chairman, Manuel V. Pangilinan, expressed his optimism on the future 

prospects of Manila Electric Company (Meralco), Metro Pacific Tollways Development Corp. (MPTDC), and Manila North 

Tollways Corporation (MNTC). He attributed the positive outlook for MPI’s power and tollway business to the falling oil prices 

and the upcoming election period. MPI reported a 1H2015 consolidated core net income of PHP5.9-billion, which increased 

27% compared to 1H2014 income.  

Property: 

 Megaworld Corp. (MEG) expects its commercial property portfolio to earn more than 20% of its total revenue by the end of 

2016. MEG’s completion of at least 650,000 square meters of total floor area at the end of 2016 is expected to contribute a 

recurring income amounting to PHP11-billion. The projects include 10 office towers and 11 malls/commercial centers located 

in Uptown Bonifacio, McKinley West, The Mactan Newtown, Iloilo Business Park, ArcoVia City, Southwoods City, and Makati 

City.  

 According to a company official of SM Prime Holdings, Inc., the Company believes its massive land reclamation deals with 

the cities of Pasay and Parañaque will hurdle all regulatory approvals next year. SM Prime Commercial Properties Group 

Senior Vice-President David L. Rafael told reporters last week the firm is set to present the master plan to the two local 

government units, which will then be endorsed to the Philippine Reclamation Authority for approval. The local cities of Pasay 

(2013) and Paranaque (2014) both awarded to the SM Group separate contracts to reclaim and develop around 300 

hectares each in Manila Bay under their jurisdiction for P54.5 billion and P50.19 billion, respectively. 

 



 

 

Philippine Bond Market  
 

On the local fixed income space, government securities tracked an upward 
trend week-on-week. During the start of the week, prices  of government 
securities fell as Brent crude oil prices shot up over the weekend, but 
immediately rebounded as risk-off sentiment resumed following a 
retracement in crude the following day. Towards the end of the week, the 
better-than-expected Philippine GDP print boosted valuations across all 
asset classes. A surprise monetary easing from the Bank of Japan also 
helped the local bond market to rally by the end of the week.  
 
Yields declined by an average of 13.7 basis points for week-on-week. The 
belly and long-end of the curve fell by 31.1, and 12.2 basis points, 
respectively, while the short-end of the curve bucked the trend and rose by 
7.0 basis points. 
 
Philippine Peso  
 
The Peso exhibited weakness vis-à-vis the US Dollar during the beginning 

of the week, as the drop in crude oil following its steep rise over the 

weekend caused investors to seek safe haven assets such as the US 

Dollar. During the middle of the week, as crude oil prices started to recover, market players took on more risks, allowing for peso 

strength. The upbeat domestic GDP figure also provided for the peso to appreciate. Despite the announcement of easing measures 

from the BOJ, net foreign buying into the local equities market allowed the peso to hold its ground relative to the greenback.  

 

Week-on-week, the peso appreciated by 15.5 centavos, or 0.32%, to close the week at the 47.65 to the dollar. 

 

 The Bangko Sentral ng Pilipinas (BSP) expects the demand for real estate loans to remain steady for the next 3 months. 

Additionally, BSP sees banks making slight changes in their credit standards such as wider loan margins, stricter collateral 

requirements, and increased use of interest rate floors. These were observed in the results of the 4th Quarter 2015 Senior 

Bank Loan Officer’s Survey (SLOS) conducted by the central bank. 

 The Bureau of Treasury (BoT) disclosed a payment of PHP26.498billion in debts settled in November 2015, which was 

about a third higher compared to the amount paid in October 2015. The debt paid comprises of interest and principal 

settlements totaling PHP15.922-billion and PHP10.506-billion respectively. Furthermore, the interest payments in domestic 

debts totaled PHP14.122-billion, a decrease of 12.63% year-on-year, while foreign interest payments declined by 3.41% 

totaling PHP1.870-billion. On the other hand, domestic and foreign principal payments rose to PHP4.073-billion (+16.27%) 

and PHP6.433-billion (+22.49%) respectively.  

 The Bangko Sentral ng Pilipinas (BSP) is encouraging rural bank mergers by consolidating its incentives programs. 

Subsequently, BSP Bank regulators are assessing modifications of their Strengthening Program for Rural Banks Plus 

(SPRB Plus) in order to fold it into the Comprehensive Program for Rural Banks (CPRB). The CPRB aims to strengthen 

and enhance the viability of rural banks. 

 According to Department of Finance’s (DoF) chief economist Gil Beltran, the low utility and food prices after the Christmas 

season might decrease the reported inflation rate for January. According to Beltran, inflation might hit 1.2% for the month, 

compared to 1.5% in December, with the normalization of food prices, falling oil prices, and cheap electricity rates. 

 The National Economic and Development Authority (NEDA) released the 4Q2015 GDP of the Philippines, which grew at a 

rate of 6.3%. This amounts to a full-year GDP growth of 5.8%. The services sector grew the highest at 6.7%, followed by 

industry and agriculture, which posted a 6.0% and 0.2% full-year growth respectively.  

 According to the Department of Tourism, tourism revenues for 2016 is expected to reach US$6.5bn as the government is 

targeting 6 million inbound visitors for the year. According to Undersecretary Benito Bengzon Jr., the DOT is in the process 

of drafting a successor tourism plan for 2017-2022. For the year, the government allotted a Php24-bn budget for tourism 

infrastructure improvements. 

 

The week ahead (February 1 – February 5) 

 

For the week ahead, we expect local equities to track movements overseas, as market players take cue from developments abroad 

on the lack of local catalysts. The PSEi is expected to trade between 6,500 and 6,700. Bond yields are expected to trade sideways 

with a slight downward bias given the recent monetary policy measures enacted by the BOJ. We expect market players to take cue 

from global market developments and economic data releases. Expect also the USD/PHP pair to move range-bound, with US GDP 

and non-farm payroll figures to influence the movement of the pair at the start of the week. 

T enor 22-Jan 29-Jan  Change

1m 2.34 2.14 -19

3m 1.50 1.88 38

6m 1.63 1.97 33

1y 2.27 2.03 -24

2y 3.91 3.72 -19

3y 4.12 3.15 -97

4y 3.77 3.61 -16

5y 3.82 3.65 -17

7y 4.73 4.66 -7

10y 4.35 4.21 -14

20y 5.50 5.46 -5

25y 5.16 4.98 -18

Average -13.7

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


