
 

February 15, 2016     
Global Financial Markets 

Global equities posted substantial losses during the week as risk-off sentiment prevailed amid very volatile oil prices, a 
wary stance on banks all over the world, and continued fears on a global growth slowdown. Conversely, US Treasuries 
rallied for the week as risk-off sentiment drove anxious investors to seek the safety of quality bonds. The US Dollar lost 
ground to the Euro this week as the January non-farm payroll result largely disappointed. 
  

Global Equities 
 

Global equities posted substantial 
losses during the week as risk-off 
sentiment prevailed amid very volatile oil 
prices, a wary stance on banks all over 
the world, and continued fears on a 
global growth slowdown. Global equities 
officially entered a bear market late 
Thursday’s trading. In the US, investors 
remained watchful of Janet Yellen’s two 
key speeches happening during the 
week. However, stocks ended lower as 
both speeches resulted in nothing new 
for them to chew on.  
 
According to Fed Chair Janet Yellen in 
her semi-annual testimony to the House 
Committee on Financial Services, 
tightening financial conditions and 
uncertainty over China's economic 
health are both risks to the US recovery. 
However, it is unlikely that the Fed 
would reverse the interest rate 
tightening cycle it started in December. 
Yellen further suggested that such risks 
could delay plans for raising short-term 
interest rates. Moreover, Yellen further suggested that global financial developments "bear close watching" and "may have 
implications for the outlook. Inflation is also expected to play an important role in the rate decision.  
 
On the other hand, during her semi-annual policy report before the Senate Banking Committee, Fed Chair Janet Yellen stated that 
there was a "chance of recession" in the US. She further confirmed that the Fed is currently examining the impact of negative 
interest rates. When asked whether  the FOMC would consider a negative rate policy, she reiterate what she said Wednesday, that 
the Fed had considered negative rates in 2010 but had decided that wouldn’t be the best course at the time. However, she added 
that they would still take a look at the possibility, "in light of the experience of European countries and others that have gone to 
negative rates…" 
 
European and Asian stocks both mirrored Wall Street losses, though Euro stocks plunged to the lowest level in over two years 
during the week amid a slump in the banking sector. Most Asian markets were on holiday for the Lunar New Year at the beginning 
of the week, and thus select markets quickly caught up to the global rout that occurred from Wednesday to Friday. 
 
Week-on-week, the MSCI World index surrendered 5.16% led by the European region, which slid 7.65% and the Asia-Pacific  ex-
Japan region fell 3.11%. US equities were down as well, with the S&P500 Index and the Dow Jones Industrial Average Index falling 
by 3.32% and 3.06%, respectively.  
 

Data from the US was a mixed bag for the week, and negative sentiment still prevailed on the markets.  
  

 For the month of January, the widely-watched US nonfarm payrolls report rose by 151,000, lower than the market estimate 

of 190,000. However, the general tone of the report was more or less positive as the unemployment rate fell to 4.9%. This 

was the lowest level since February 2008.  

 Last January, the Conference Board’s Employment Trends Index improved to 128.93 from December’s downwardly 

revised 128.71. On an annual basis, the index was up 1.9%. According to Gad Levanon, MD of Macroeconomic and Labor 

Market Research at the Board, he Employment Trends Index rose for the second month in a row, reducing the likelihood of 

further slowing in employment growth… However, the temporary help industry declined sharply in January, and because it 

is one of the best leading indicators of employment growth, we will monitor it closely in the coming months." 

 Last December, job openings in the US rose to the second-highest level on record. Job openings rose by 261,000 to 5.607 

million compared to the consensus estimate of 5.413 million, from the downwardly revised 5.346 million in November. 

04-Feb-16 11-Feb-16 % Change

MSCI World 1,548.86 1,468.90 -5.16%

MSCI Europe 110.80 102.32 -7.65%

MSCI Asia-Pacific ex-Japan 376.81 365.08 -3.11%

Dow Jones Industrial Average 16,416.58 15,914.74 -3.06%

S&P 500 1,915.45 1,851.86 -3.32%

Global Equity Performance
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Hiring rate was little changed at 3.7%. Construction companies and manufacturers were among employers looking to 

increase their staff count, and more people had confidence to quite their jobs.  

 US wholesale inventories slipped lower  by 0.1% in December, slightly better than the market estimate of a 0.2% decline. 

This followed the downwardly revised 0.4% drop in November. Not including autos, wholesale stocks declined 0.2%. 

 The number of Americans filing jobless claims for the first time dropped by 16,000 to a seasonally adjusted 269,000, lower 

than the market estimate of 280,000, for the week ended Feb 5. Claims have stayed below the 300,000 level for 49 

straight weeks now, the longest since early 1970s. The four-week moving average of claims dipped by 3,500 to 281,250. 

The number of continuing unemployment benefit claims declined by 21,000 to 2,239,000, lower than the market of 2.245 

million for the week ended January 30. 

 

 

Global Bonds  
 

US Treasuries rallied for the week as continued rout in oil prices and global 

market volatility drove anxious investors to seek the safety of quality bonds. 

Treasuries started the week on a high note as investors flocked to safe-

haven bonds following risk-off sentiment in global financial markets. The 

trend persisted for the rest of the week after concerns on the impact of 

negative interest rates on banks and their earnings outlook contributed to a 

slump in the banking sector. Moreover, the auction of 10-year notes drew the 

lowest yields since 2012. 

 

Week-on-week, yields declined by an average of 9.34 basis points. The two-year note yield shed 4.85 basis points to close at 

0.650%, and the ten-year benchmark yield fell 18.05 basis points to close at 1.659%.  

 

 

Currencies  

 
The US Dollar lost ground to the Euro this week as the January non-farm 

payroll result largely disappointed. The report, which printed at 155,000 jobs 

versus consensus estimates of 190,000, colored the bearish outlook on the 

greenback as lesser economic indicators like US employment sentiment and 

small business confidence influenced investors. Past mid-week, dovish Fed 

commentary also weighed on the US Dollar. The US Dollar closed last week 

slightly stronger on safe-haven demand ahead of the non-farm payroll 

announcement. After news of the NFP result miss, the greenback weakened 

but pared losses on mitigating data such as the Conference Board 

Employment Trends Index which was up 0.22 points from December to print 

at 128.93. Then, the Job Opening and Labor Turnover Survey (JOLTS) 

revealed a higher number of job openings and quit rate, implying workers 

are confident enough to switch jobs. Lower US wholesale inventories and deteriorating small business sentiment, however, weighed 

on the greenback. Mid-week, Fed Chair Janet Yellen appeared before congress to report on the US economy. In a seeming nod to 

the possibility of both negative US interest rates and recession, the US Dollar continued to slide. Towards the end of the week, 

markets priced in the Fed commentary in conjunction with slumping WTI crude oil prices and another rout in global financial markets 

to send the greenback lower versus the Euro. 

 

Week-on-Week, the EUR/USD pair trended upward, rising 1.14 US Cents, or +1.02%, to close trading at the 1.1323 level.    

 

 

The week ahead (February 15 – February 20) 

 

Upcoming significant data releases include the University of Michigan Consumer Sentiment Index, US PPI and retail sales monthly 

change. Volatility may persist into 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 in rangebound trading over a data-light week. Markets are anticipating US retail sales and consumer sentiment. 

  

US Treasury Yield Curve

Tenor 4-Feb 11-Feb  +/- bps

3m 0.290 0.280 -1.02

6m 0.423 0.377 -4.59

2y 0.698 0.650 -4.85

5y 1.229 1.132 -9.75

10y 1.840 1.659 -18.05

30y 2.676 2.498 -17.80

Currencies 

4-Feb 11-Feb % Change

USD/PHP 47.775 47.450 -0.68%

EUR/USD 1.1209 1.1323 1.02%

GBP/USD 1.4589 1.4477 -0.77%

USD/JPY 116.78 112.42 -3.73%

AUD/USD 0.7201 0.7109 -1.28%

USD/CHF 0.9933 0.9725 -2.09%

EUR/CHF 1.11313 1.10115 -1.08%

EUR/JPY 130.88 127.29 -2.74%



 

 

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 moved sideways in range-bound trading vis-a-vis the 
US Dollar all week on competing concerns of a global economic slowdown and international financial market volatility 
versus waning expansion in the US giving way to possible recession. 

 
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 a 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 lost 110.68 points, or -1.64%, closing at 6,654.45. For the week, foreigners were net sellers at 
Php1.63billion, or US$34.3 million. 
   

Industrial: 

 Jollibee Foods Corp. (PSE ticker: JFC) announced its earnings for the full year 2015. It reached Php4.81 billion, 10% lower 

than the Php5.36 billion earned in 2014. For the fourth quarter alone, net income was reported to be at Php948 million, down 

from 2014's Php1.72 billion. The company attributed the decline to the one-time necessary costs amounting to Php1.0 billion 

which included information technology upgrade, increase in network development organization, the acquisition of 

Smashburger, and added supply chain and logistics costs. Excluding the one-off items, JFC's operating income would have 

grown by 20.9% in the fourth quarter and 4.8% for the full year. The company reassured, however, that these costs will not 

be incurred in 2016. 

Financials: 

 Security Bank Corp. (PSE Ticker: SECB) reported a net income of PHP7.7-billion in 2015, growing at a rate of 7% year-on-

year. Their record high net income was attributed to the increase in loans (+24%) and deposits (+17%), which amounted to 

PHP240-billion and PHP290-billion respectively. Additionally, the bank’s corporate/commercial loans increased by 21% while 

their key consumer loan portfolio (home loans, auto loans, credit card receivables) increased by 67%. SECB ended 2015 

with total assets of PHP532-billion, a non-performing loan ratio of 0.14%, and a return on shareholders’ equity of 15.2%. 

 

Services: 

 Globe Telecom (PSE Ticker: GLO) was unable to spend the whole of its USD850 million budget to improve its network last 

year, only spending USD704 million or about Php32 billion. This year, it has set a target of USD750 million, USD100 million 

less than its target the previous year. Acting chief finance officer at Globe, Rosemarie Maniego-Eala, said a big reason for 

the lower spending figure is bureaucracy. 

 Globe Telecom, Inc. (PSE ticker: GLO) reported a net profit of Php16.48 billion for full year 2015, 23% higher than 2014. 

Service revenue during the fourth quarter of 2015 grew 15% driven mainly by data-related revenue, Mobile data revenue 

expanded by 71%, broadband 40% and fixed line 49%. However, this was partly offset by the 19% decline in SMS revenue. 

Subscriber base also experiences an uptick as GLO ended 2015 with 52.93 million subscribers. For 2016, the company 

targets a high-single digit revenue growth. The company also declared cash dividends of Php22/share translating to 

approximately 4.6% dividend yield. 

Property: 

 Villa-led Vista Land and Lifescapes (PSE ticker: VLL) have allotted Php1.0 billion for the initial development of its Davao 

project. It will launch its flagship brand Camella as well as its low-cost brand Lumina Homes in the said mixed-use project. 

The site involves a 100-hectare property in Toril District, in the southern part of the city. It plans to build both residential and 

commercial components. The company is also expanding its 27-hectare housing project in Communal which is located in the 

northern side of the city. 

5-Feb 12-Feb % Change

PSEi 6,765.13 6,654.45 -1.64%

Philippine  Stock Exchange  Index



 

 

Holding Firms: 

 Aboitiz Equity Ventures (PSE Ticker: AEV) is allocating Php58.4 billion for capital expenditures (“capex”) in 2016, slightly 

lower that the Php60 billion capex earmarked in 2015. About 90% of its 2016 capex, or Php 52 billion, is allocated to Aboitiz 

Power Corporation (PSE Ticker: AP) for its power expansion projects. Meanwhile, AEV’s banking and financial services 

companies will have a combined capex of Php968 million, food unit Pilmico will have Php2.3 billion, and Aboitiz Land will 

have Php2.7 billion. 

 San Miguel Corp. (PSE ticker: SMC) is issuing the initial Php30 billion worth of preferred shares, which forms part of its 

planned Php80 billion fund-raising program. It involves 280 million Series 2 preferred shares with an oversubscription option 

of up to 120 million shares, to be sold at Php75 per share. According to the company, the proceeds will be used to refinance 

its existing US dollar-denominated debt and for other general corporate purposes. 

 

Philippine Bond Market  
 

On the local fixed income space, prices of government securities fell on the 
short-ends, but rallied on the long-ends as some investors opted to take more 
risk as the 10-year US Treasury yield fell to the 1.5% level. Investors were 
initially sidelined, with some bargain-hunting seen ahead of Janet Yellen’s two 
speeches slated during the week. Expectations on the speech fell flat 
however, as Yellen mostly just reiterated what had already been said during 
the prior FOMC meetings. Locally, the Bangko Sentral ng Pilipinas met on 
Thursday, where in officials stated that the 2016 inflation forecast was lowered 
to 2.2% from 2.4%, while the forecast for 2017 was maintained at 3.2%.  
 
Yields rose by an average of 38.7 basis points for week-on-week. The short- -
end of the curve spiked 132.22 basis points, while the belly and long-end of 
the curve fell 10.20 and 15.27 basis points, respectively. 
 
 
 
Philippine Peso  
 
The Peso moved sideways in range-bound trading vis-a-vis the US Dollar all 

week on competing concerns of a global economic slowdown and international 

financial market volatility versus waning expansion in the US giving way to 

possible recession. The Peso started the shortened week slightly higher 

relative to the greenback as markets simultaneously priced in the January non-

farm payroll disappointment of 151,000 jobs (vs. est. 190,000) and yet flocked 

to safe-haven assets after global equity bourses fell on global growth concerns. 

The Peso continued to strengthen into mid-week as investors anticipated 

comments by Fed Chair Janet Yellen to be on the dovish side following soft 

employment numbers on the heels of the December GDP upset to the 

downside. Those who took profit on the greenback were later proved correct as 

the Fed, while not ruling out the possibility of a March rate hike, also alluded to consideration of exogenous risks like international 

financial market volatility and lower global growth in their calculations. Fed Chair Janet Yellen stated that both negative interest 

rates and recession in the US are possible. By the end of the week, an oil-driven rout in global equities forced the Peso to give up 

gains as markets turned to safe havens once again.  

 

Week-on-week, the USD/PHP pair traded sideways with a slight downward bias, falling 15 centavos, or -0.31%, to close the week 

at the 47.51 level. 

 

 Data from the Bangko Sentral ng Pilipinas (BSP) showed that prepayments on foreign debt by public and private firms 

more than doubled to US$2.342 billion during the first nine months of 2015. Bulk of the prepayments was made by the 

public sector which redeemed US$1.467 billion, up from the US$953.7 million in the same period of 2014. Meanwhile, 

private sector firms paid off US$875.2 million, almost five time the US$159.7 million loan prepayments in the prior year. 

This record level of prepayments may be attributed to the expectations of further strengthening of the dollar and potential 

rise in interest rates. 

 For the full year 2015, the country's exports fell by 5.6% to US$58.65 billion, according to the report from the National 

Economic and Development Authority (NEDA). Merchandise exports led the decline, offsetting the slight improvement in 

the exports of petroleum products. For the month of December alone, total exports revenue fell US$143 million to US$4.7 

T enor 5-Feb 12-Feb  Change

1m 2.41 3.85 144

3m 1.45 3.61 216

6m 1.99 3.22 123

1y 2.03 2.48 46

2y 3.46 3.68 23

3y 3.00 3.95 95

4y 4.02 3.50 -52

5y 3.94 3.94 0

7y 4.58 3.75 -83

10y 4.08 3.83 -26

20y 5.43 5.43 0

25y 4.91 4.71 -20

Average 38.7

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)

Currencies 

4-Feb 11-Feb % Change

USD/PHP 47.775 47.450 -0.68%

EUR/USD 1.1209 1.1323 1.02%

GBP/USD 1.4589 1.4477 -0.77%

USD/JPY 116.78 112.42 -3.73%

AUD/USD 0.7201 0.7109 -1.28%

USD/CHF 0.9933 0.9725 -2.09%

EUR/CHF 1.11313 1.10115 -1.08%

EUR/JPY 130.88 127.29 -2.74%



 

billion. The consistently weak trade data is attributed to the slowdown in the country's major trading partners, such as 

China. However, NEDA is optimistic that exports will rebound as other major trading partners of the country such as the 

United States, Japan, and the Euro area are expected to show some recovery.  

 The Department of Finance (DOF) announced its revision of the implementing rules and regulation (IRR) of the Republic 

Act 7656, which regulates dividends of government-owned and controlled corporations (GOCC). The revision consists of 

raising the dividends remitted to the government to more than 50% of annual net earnings, and scheduling the remittances 

of earnings on or before May 15 every year. 

 President Benigno S. Aquino III has approved the proposed merger of two state-owned lenders Land Bank of the 

Philippines and Development Bank of the Philippines (DBP). The merged companies, Land Bank – DBP, will be the 

second largest bank in terms of assets in the country at Php1.604 trillion, displacing Metropolitan Bank and Trust Company 

(PSE Ticker: MBT) with Php1.367 trillion as of September 2015.  

 The Banko Sentral ng Pilipinas (BSP) said that the Monetary Board has approved a two-phase gradual lifting of the 17-

year-old moratorium on the grant of licenses to establish new local banks, with all restrictions gone by 2018 to allow the 

entry of more foreign capital into the domestic banking system. The first phase, which takes effect until end-2017, allows 

existing thrift banks to apply for a license to convert into a universal or commercial bank. The second phase, which will 

start on Jan. 1, 2018, will fully remove all restrictions on the grant of all new bank licenses. 

 The Bangko Sentral ng Pilipinas (BSP), in its policy-setting meeting yesterday, decided to keep interest rates steady on the 

back of robust domestic demand and benign inflation rate. The overnight borrowing rate was maintained at 4%, while the 

overnight lending rate is at 6%. Meanwhile, interest rates on special deposit accounts (SDAs) were kept at 2.5% and the 

reserve requirement ratios were left unchanged. BSP Governor Tetangco said that inflation is expected to fall within the 

BSP's target of 2% to 4% for this year and the next. However, they reduced their inflation forecast to 2.2% instead of 2.4% 

but retained next year's estimates of 3.2%. 

 

The week ahead (February 15 – February 20) 

 

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

market to react to external news, investors will also be looking closely at the earnings releases by local corporates. The PSEi is 

expected to trade within the range of 6,500 to 6,750. Bond yields are expected to trade sideways with a slight upward bias as risk-

off sentiment continues to persist on the global macro space. For next week, expect the USD/PHP pair to move sideways in range-

bound trading given the data-light week. US retail sales and consumer sentiment data are due out. 


