
 

February 9, 2016     
Global Financial Markets 

Global equities and US Treasury prices continued to move in an uptrend following the Bank of Japan’s decision to cut 
rates last week. The US Dollar fell relative to the Euro this week on growth concerns looming larger, over-shadowing the 
EU easing story expected this March. 
  
Global Equities 
 

Global equities continued to post an 
uptrend for the week following the 
Bank of Japan’s decision to cut rates 
last week, with investors mulling over 
the prospects of further stimulus from 
other central banks around the world. 
Stock likewise tracked the movement 
in oil prices as crude rebounded 
once again, sustaining the above-
US$30-per-barrel level. Some dovish 
rhetoric from Fed members likewise 
served to boost sentiment.  
 
US equities had a topsy-turvy week, 
swinging between gains and losses 
as investors digested a mixed bag of 
economic data releases during the 
week. Any positive sentiment seen 
on strong private sector payrolls data 
was ultimately trumped by sluggish 
services sector and personal 
spending data also released within 
the week. Meanwhile, European 
equities saw consecutive losses for 
the week as investors reacted to 
volatile oil prices and disappointing 
earnings results. Underwhelming 
global manufacturing PMI data 
likewise served to drag on sentiment. 
Over in Asia, strong gains were seen 
following the BoJ’s move into negative interest rate territory. Bargain-hunting also served to boost share prices. However, gains 
were tempered by heightened volatility as crude extended its slump and overall pessimism over global economic growth took hold.  
 
Week-on-week, the MSCI World index gained 1.06% led by a 1.40% jump in MSCI Asia-Pacific ex-Japan. Meanwhile, the MSCI 
European index slid 1.83%. US equities were up, with the S&P500 Index and the Dow Jones Industrial Average Index rising by 
1.01% and 1.66%, respectively.  
 

Data from the US was a mixed bag for the week, as strong private sector payrolls data were countered by weak manufacturing and 
slightly disappointing jobless claims figures. 
  

 The US economy barely grew in the fourth quarter, rising by just 0.7% YoY amid continued signs of a global economic 

slowdown. Both consumers and businesses cut back on spending and exports in the US were hurt by economic weakness 

in overseas markets. Consensus had initially estimated at 0.8% growth. Not that this is the Commerce Department’s first 

estimate of GDP for 4Q15, and may yet be revised upwards or downwards. Nevertheless, the 4Q figure was much slower 

than the 2% annual growth rate in the 3rd quarter and was the weakest showing since 1Q15.  

 According to the University of Michigan’s index of consumer sentiment, American consumers lost some confidence this 

month following the stock market tumble and signs of weakness in the economy. The index slipped to 92 for the month of 

January from 92.6 last December, and 98.1 in the same month last year. According to the survey’s chief economist, the 

drop in sentiment was due to the drop in stocks, which caused an “erosion of household wealth, as well as weakened 

prospects for the national economy." 

 According to Federal Reserve Vice Chairman Stanley Fischer, it is not yet clear how recent volatility in global financial 

markets would impact the US economy. He said, “At this point, it is difficult to judge the likely implications of this volatility. If 

these developments lead to a persistent tightening of financial conditions, they could signal a slowing in the global 

economy that could affect growth and inflation in the United States… As the FOMC said in its statement last week, we are 

28-Jan-16 04-Feb-16 % Change

MSCI World 1,532.68 1,548.86 1.06%

MSCI Europe 112.87 110.80 -1.83%

MSCI Asia-Pacific ex-Japan 371.61 376.81 1.40%

Dow Jones Industrial Average 16,069.64 16,336.66 1.66%

S&P 500 1,893.36 1,912.53 1.01%
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closely monitoring global economic and financial developments and assessing their implications for the labor market and 

inflation, and for the balance of risks to the outlook,”  

 Personal spending in the US remained unchanged in December, compared to the market estimate of a +0.1% gain, 

following an upwardly revised 0.5% increase last November. On an annual basis, the PCE price index rose 0.6% after 

increasing 0.4% in November. This was the largest increase since December 2014. Core PCE was unchanged following 

November’s +0.2%. YoY, the core PCE price index rose 1.4%, same as November. 

 For the month of January, the US services sector expanded at the slowest pace in almost two years. According to the 

Institute for Supply Management, its index of non-manufacturing activity slid to 53.5, lower than the market estimate of 

55.1, from an upwardly revised 55.8 last December. The reading was described as “a bit of a cooking off as we got into 

2016.”  

 According to payroll processor Automatic Data Processing Inc. and Moody’s Analytics, private sector payrolls jumped by 

205,000, beating the market estimate of 195,000. The chief economist of the first said, “Job growth remains strong despite 

the turmoil in the global economy and financial markets.” Service-providing firms added 192,000 workers, while goods-

producing firms hired just 13,000 workers. 

 US worker productivity declined sharply in the final quarter of 2015, sliding 3% on a seasonally adjusted annual rate. This 

was worse than the market estimate of a 2% decline. Meanwhile, hourly compensation increased by 1.3%. Coupled with 

an increase in hours worked and a modest increase in output, overall labor costs were up 4.5%, beating the market 

estimate of +4.3%. Unit labor costs have now risen by over 2% YoY for three straight quarters, the first time since before 

the 2009 recession.  

 Last week, initial jobless claims in the US rose by 8,000 to a seasonally adjusted 285,000. This was higher than the market 

estimate of 278,000. The less-volatile four-week moving average of claims likewise rose 2,000 to 284,750, the highest 

level since April. Continuing claims dropped by 18,000 to 2.255 million for the week ended January 23. 

 

 

Global Bonds  
 

US Treasury prices rallied for the week as market players digested Bank of 

Japan’s surprise move to negative interest rates territory. Moreover, mixed 

economic data releases failed to ease overall uncertainty in the market 

leading investors to prefer safe-haven assets. Prices continued their uptrend 

after selloff in the dollar made investors jittery ahead of Friday’s non-farm 

payrolls jobs report. 

 

Week-on-week, yields declined by an average of 9.63 basis points. The two-year note fell 11.88 basis points to close at 0.698%, 

and the ten-year benchmark yield dropped 13.89 basis points to close at 1.840%.  

 

 

Currencies  

 
The US Dollar fell relative to the Euro this week on growth concerns looming 

larger, over-shadowing the EU easing story expected this March. Weakening 

US economic growth outside of expected downturns in US energy and 

manufacturing colored expectations for this week's US non-farm payroll print 

and implications for increasingly dovish Fed monetary policy outlook. The 

greenback ended last week strong, rallying against the common currency by 

virtue of its abrupt strength versus the Yen Monday following the Bank of 

Japan's upset move to slash interest rates into negative territory the previous 

Friday. Already low expectations for Chinese industrial growth were 

disappointed and US manufacturing activity fell more than expected to an 

ISM score of 48.2 (vs Est. 48.4) for January, dragging down the USD last 

Monday. With major EU countries reporting lower industrial growth as well, negative sentiment over a broader global slowdown 

impacting the US economy was priced into fewer likely Fed hikes in FY'16E and the USD corrected downwards. Mid-week through 

to Thursday, The US Dollar nose dived versus the Euro as US non-manufacturing activity (i.e. services) sorely disappointed 

expectations of an ISM score of 55.1, printing at only 53.5 and raising the alarming prospect of the slowdown spreading to the 

service sector.  

 

Week-on-week, the EUR/USD pair trended upward, rising 3.65 US cents, or +3.37%, to close trading at the 1.1196 level.    

 

US Treasury Yield Curve

Tenor 28-Jan 4-Feb  +/- bps

3m 0.326 0.290 -3.56

6m 0.428 0.423 -0.51

2y 0.817 0.698 -11.88

5y 1.399 1.229 -17.02

10y 1.978 1.840 -13.89

30y 2.785 2.676 -10.94

Currencies 

29-Jan 5-Feb % Change

USD/PHP 47.650 47.660 0.02%

EUR/USD 1.0831 1.1196 3.37%

GBP/USD 1.4244 1.4532 2.02%

USD/JPY 121.14 116.82 -3.57%

AUD/USD 0.7084 0.7176 1.30%

USD/CHF 1.0231 0.9931 -2.93%

EUR/CHF 1.10776 1.11182 0.37%

EUR/JPY 131.21 130.79 -0.32%



 

 

The week ahead (February 9 – February 12) 

 

Upcoming significant data releases include the widely-watched US nonfarm payrolls data and the unemployment rate. Volatility is 

still seen for next week’s trading, especially given the uncertainty of central bank actions globally. Thus, investors would likely 

continue to seek safety resulting to higher US Treasury prices. For next week, expect the EUR/USD pair to move sideways with a 

marked upward bias given the leading indicators pointing towards a decent but lower-than-expected non-farm payroll gains number. 

  



 

 

Philippine Financial Markets 

The local equities market continued to recover as the dovish stance of central banks across the globe led to a renewed 
appetite for risky assets. Prices of government securities once again moved slightly higher as investors reacted to dovish 
rhetoric from the Fed and some weak US economic data. The Peso traded sideways vis-a-vis the US Dollar today, mostly 
due to disappointments on the part of the US economy. 

 
Local Equities  
  
The local equities market was up for most of the week as the sluggish growth 
from all over the world resulted to central banks having bias towards an easy 
monetary policy in efforts to spur demand. From the Bank of Japan's 
announcement last week that it would implement negative interest rates, the 
optimism towards risky assets was carried over this week. However, the PSEi 
retreated not long after as China came out with a weak manufacturing PMI 
data. From mid- towards the end of the week, the market was able to recover 
as there was a sharp rally in oil prices which resulted from the plunge in US 
dollar which in turn was due to weak economic data releases. Due to the 
underwhelming reports from the US, there had been growing expectations 
that there would be a more gradual interest rate hikes. 

Week-on-week, the PSEi gained 77.51 points, or 1.16%, closing at 6,765.13. For the week, foreigners were net buyers at 
Php523.44 million, or US$11.03 million.  
  
Industrial: 

 Lopez-owned Energy Development Corp. (EDC) won an arbitration case against contractor, Weir Engineering Services Ltd. 

as decided by the International Chamber of Commerce (ICC). ICC's International Court of Arbitration has made partial award 

in favor of EDC's subsidiary, BacMan Geothermal Inc. (BGI), entitling it to receive US$4.4 million within seven days from 

February 1, the date of partial award. In addition, it should receive a post-award simple interest rate of 5.33% per annum.  

The international court also ordered Weir to pay BGI US$887,902 to reimburse the latter for the costs incurred in connection 

with the emergency arbitrator and Phase 1 proceedings at the ICC. 

Financials: 

 The Bank of the Philippine Islands (BPI) and the International Finance Corp. (IFC) share risk of PHP3.5-billion portfolio 

consisting of distributed energy projects, energy serving companies, and green building construction. These projects aim to 

reduce greenhouse gas emissions and will fall under the Sustainable Energy Finance (SEF) program, which entails the 

provision of loans and technical advice to clients venturing in energy projects. To date, BPI has already supported 2 

windpower projects, 6 mini hydro-power plants and 13 biomass projects.  

 

Services: 

 Manila Water Corp. (PSE ticker: MWC) subsidiary Laguna Water Corp. announced that it will allot Php1.4 billion this year for 

service expansion and for the growth of its customer base in the province. In particular, the budget will be allocated to water 

source development, water network expansion, and improvement and rehabilitation projects. In the works currently is the 

construction of the Php1.6 billion Laguna Well Field project that is expected to provide as much as 100 million of waters per 

day. Also, the laying and installation of 13 network expansion lines are already being implemented to support the distribution 

of water to the expected 24,000 new service connections by the end of this year. 

 Aboitiz Power Corp. (AP) earned revenues of PHP1.745-billion from their 300-megawatt coal-fueled power plant in Davao. 

The power plant comprises of two units with a capacity of 150-megawatts each. The first unit has been operational since 

September of last year, while the second unit is about to begin operations this February 2. Pertinent to this, the majority of 

the plant’s capacity is being supplied to Davao Light and Power Company, while the rest are allocated among electric 

cooperative-buyers in Mindanao. 

Property: 

 After having no launches in 2015, Gokongwei-led property company, Robinsons Land Corp. (PSE ticker: RLC), said it may 

launch 6 to 8 projects worth Php14 billion this year. Nonetheless, the company remains to be cautious on the market; thus, 

they said they will always gauge the market first before actually launching. The company sees risk from the slowdown in the 

OFW remittances which could hamper the growth in the residential segment. For the fiscal year 2016, RLC has earmarked 

Php17 billion for capital spending, 54% of which will be allocated to its recurring income businesses while 25% will be spent 

for its residential division and the remaining 21% is for landbanking. 

29-Jan 5-Feb % Change

PSEi 6,687.62 6,765.13 1.16%

Philippine  Stock Exchange  Index



 

 Sy-led, SM Prime Holdings Inc. (PSE ticker: SMPH), plans to open at least four new malls this year, in line with its goal of 

having 70 malls by 2018. For 2016, the company has allotted Php65 billion in capital expenditure, bulk of which (52%) will be 

used for its malls expansion. The remaining 38% of the budget will go to the residential segment while the other 7% and 3% 

will be spent for its commercial and hotel projects, respectively. SMPH continues to have an optimistic outlook on the 

domestic retailing as household incomes improve and a new breed of shoppers increase. 

 Ayala Land Inc. (PSE ticker: ALI) plans to raise Php8 billion from the issuance of fixed-rate bonds due 2026 to fund its 

investment in a Malaysian development and construction firm, MCT Bhd. (Php2.9 billion), acquisition of a 26-hectare property 

at the South Road Properties in Cebu (Php1.3 billion) and construction of its existing projects (Php3.5 billion). The bonds are 

redeemable on the seventh, eighth and ninth year from issue date. This issuance is part of ALI’s Php50-billion debt securities 

program. 

 Vista Land & Lifescapes, Inc. (PSE Ticker: VLL) has successfully raised USD125 million from the offshore bond market via a 

re-tap of Vista Land’s existing 7.375% senior unsecured bonds due June 2022, off its USD1 billion Medium Term Note 

Program. The fresh funds were raised at a price of 102.00, which represents a yield of 6.979% per annum. 

 Century Properties Group (PSE Ticker: CPG) and Japanese conglomerate Mitsubishi Corp. broke ground for the eighth 

skyscraper to rise in Century City Makati – the Php4.5 billion office property Forbes Media Tower. The 35-storey Forbes 

Media Tower is expected to be completed by 2019 and will have a total gross floor area of around 95,000 square meters. 

The Forbes Media Tower aims to become an address of choice for both multinational as well as leading BPO (business 

process outsourcing) corporations. 

Holding Firms: 

 San Miguel Corp. (SMC) and New San Jose Builders, Inc. proposed a public-private partnership (PPP) project of PHP3.38-

billion, which involves the reclamation of part of Manila Bay. The project seeks to develop an urban waterfront for commercial 

activities but its main purpose is to build a flood and coastal sea barrier in order to counter floods in the area. Additionally, 

The coastal sea barrier will function as an expressway between Bataan and NCR.  

 

Philippine Bond Market  
 

On the local fixed income space, prices of government securities were supported 
during the week amid renewed speculation of a delayed Fed rate hike following 
weaker-than-expected GDP growth data. Dovish rhetoric from the Fed likewise 
served to push yields down. Mid-week, yields edged slightly higher on average 
due to reinvestment requirements from the 18.9 billion Treasury-bill maturity. At 
the end of the week, inflation data came out at 1.3% YoY, meeting the consensus 
expectation.   
 
 
Yields declined by an average of 1.1 basis points for week-on-week. The short- 
and long-ends of the curve fell by 3.37, and 7.33 basis points, respectively, while 
the belly of the curve bucked the trend and rose by 11.92 basis points. 
 
Philippine Peso  

 
The Peso traded sideways vis-a-vis the US Dollar today, mostly due to 

disappointments on the part of the US economy. For everyday of this week, the 

Peso would marginally depreciate versus the greenback with muted effect. On 

Monday, the weaker-than-expeted Chinese PMI score of 49.4 and the 4Q'15A 

US GDP disappointment of a meager 0.70%, versus estimates as high as 2.5%, 

exerted competing influence on the Peso which fell slightly. With US and 

European industrial production also ramping down significantly, investors had 

more reason to trim exposure to risky EM currencies like the Peso on Tuesday 

into mid-week as part of a broader weakening of regional currencies vis-a-vis the 

US Dollar. The Peso then recovered slightly Thursday as the US reported a 

contracting service sector, which printed at 53.5, below consensus expectations 

of 55.1 and December's score of 55.8 and fueling suspicions of a looming 

recession. The modest Peso rally was sustained Friday as investors cut holdings of US Dollars as lingering concerns on US growth 

colored expectations for impending US non-farm payroll result and, by extension, Fed guidance on further  

hikes in 2016.  

 

T enor 29-Jan 5-Feb  Change

1m 2.14 2.41 26

3m 1.88 1.45 -43

6m 1.97 1.99 3

1y 2.03 2.03 0

2y 3.72 3.46 -26

3y 3.15 3.00 -15

4y 3.61 4.02 41

5y 3.65 3.94 29

7y 4.66 4.58 -8

10y 4.21 4.08 -12

20y 5.46 5.43 -3

25y 4.98 4.91 -7

Average -1.1

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)

Currencies 

29-Jan 5-Feb % Change

USD/PHP 47.650 47.660 0.02%

EUR/USD 1.0831 1.1196 3.37%

GBP/USD 1.4244 1.4532 2.02%

USD/JPY 121.14 116.82 -3.57%

AUD/USD 0.7084 0.7176 1.30%

USD/CHF 1.0231 0.9931 -2.93%

EUR/CHF 1.10776 1.11182 0.37%

EUR/JPY 131.21 130.79 -0.32%



 

Week-on-week, the USD/PHP pair traded sideways with a slight upward bias, rising 1 centavos, or 0.02%, to close the week at the 

47.66 level. 

 

 The Department of Finance (DOF) said excise tax collection from cigarettes and alcohol products amounted to Php141.84 

billion in 2015, up 25% from last year’s collection and in excess of the Php119.08 billion target by about 20%. Meanwhile, 

BIR data showed that consumption has remained steady despite the higher levies on “sin” products since the passing of 

the Sin Tax Reform Law. Cigarette packs volume of removals increased 6.5% to 3.16 billion at end-October 2015 from 

2.97 billion in the same period last year. 

 Data from the Bureau of Treasury showed that the Philippines’ outstanding debt increased by 3.8% in 2015 to Php5.95 

billion. Domestic debt amounted to Php3.88 billion, which is 1.7% higher compared with end-2014. Domestic debt slightly 

decreased by 0.3% or Php11.33 billion against last month as the net redemption of government securities amounting to 

Php11.35 billion offset the Php0.02 billion upward adjustment in peso value of foreign currency domestic liabilities due to 

peso depreciation. 

 The Bangko Sentral ng Pilipinas (BSP) Governor Amando Tetangco Jr. issued an Open Letter to the President assuring 

him and the Filipino people that the 2-4% inflation target for this year will be met. The BSP is reassuring the public of its 

commitment to ensure monetary policies would be consistent with the economy's non-inflationary growth after the 

country's inflation fell to a 20-year low of 1.4% in 2015. Tetangco attributed the unexpected price movement to slower food 

inflation due to adequate supply of food commodities as well as the drop in electricity and oil prices due to subdued 

commodity prices. For this year, the BSP is positive that the 2-4% target will be met due to a possible improvement in oil 

prices, the impact of El Niño and power rate adjustments. However, downside risks remain to be the potentially slower 

than expected global demand. 

 Moody's expects the Philippines to remain resilient this year and to post 6.0% growth, higher than 2015's 5.8% expansion. 

The rating agency attributed its positive outlook to the stronger government spending, robust household consumptions and 

services exports which are expected to cushion the country against deteriorating global growth. Compared to its regional 

peers, the country is less reliant on Chinese demand, making it less affected by significant slowdown in China.  It cites the 

public-private partnership (PPP) program for infrastructure development and fiscal prudence as key to maintaining long-

term growth.  

 In a report from the Bureau of Internal Revenue (BIR), it showed that collections from ‘sin’ taxes grew at its fastest rate 

since 1983. Tobacco and liquor revenue collections expanded by 25% to hit Php141.84 billion, from the previous year’s 

Php112.81 billion. The increase was driven by revenues from cigarettes which surged 32% to Php100.02 billion, while 

those from fermented liquors rose 14% to Php28.26 billion. Sin taxes are charged to promote a better lifestyle. According 

to the law, 85% of the revenues should go to universal healthcare while the remaining 15 should be to support farmers 

displaced by the reform. 

 The Department of Transportation and Communication (DOTC) will conduct a prequalifying conference on February 15 for 

the Light Rail Transit Line 6 (LRT-6) public-private partnership (PPP) project. LRT-6 will be running a 19km line along 

Aguinaldo Highway, which passes through Niyog, Bacoor to Dasmarinas, Cavite. The 30-year concession agreement to 

finance, design, build, operate, and maintain the project will amount to an estimated PHP65-billion. 

 

 

The week ahead (February 9 – February 12) 

 

This week, the local equities market continued to be driven by external developments. For the coming week, we expect the same 

trend to continue. The direction of the market will largely depend on the critical non-farm payrolls data to be released Friday night. 

The PSEi is expected to trade within the range of 6,700 to 6,900. Bond yields are expected to trade sideways with a slight upward 

bias as investors react to the non-farm payrolls report due for release this Friday. For next week, expect the USD/PHP pair to move 

sideways with a slight downward bias given the pessimism surrounding the NFP number. 


