
 

 

March 7, 2016     
Global Financial Markets 

Global equities edged higher as markets positively reacted to the stimulus measures enacted by the Chinese central bank. 
US Treasury yields rallied amid a week heavy with mixed economic data releases, dovish expectations for the European 
Central Bank, and volatility in oil prices. The US Dollar strengthened relative to the Euro this week as investors focused on 
good than bad US economic data releases and as market players moved ahead of next week’s ECB meeting. 
  

Global Equities 
 

Global equities closed higher week on 
week as investors factored in the most 
recent monetary easing measures from 
the People’s Bank of China (PBOC), 
despite misses in economic data from the 
US and negative Eurozone inflation.   
 
US markets ended lower Friday as 
market participants priced in the 
possibility of tightening from the Fed 
during the year in light of the strong 
inflation print and the upward revision to 
the domestic 4Q GDP figure. Despite the 
announcement of a 50 bps cut in the 
reserve requirement ratio from the PBOC, 
investors focused more on weak 
economic data from the US. However, the 
start of a new month allowed US equities 
to technically rebound, supported by the 
leap in domestic construction spending 
which beat consensus estimates. The 
upbeat private payroll print from ADP by 
the middle of the week further helped the 
markets to rally.   
 
European equities ended higher last 
Friday in light of G20 talks to refrain from 
competitively devaluing currencies of member countries. Markets continued to rally for most of the week in light of the surprise RRR 
cut from China despite the negative inflation print in the Eurozone. By the end of the week, European shares slightly retreated as 
investors stayed on the sidelines ahead of the US non-farm payroll release.  
 
Asian markets were also up as resumed risk-on sentiment following loose Chinese monetary policy prevailed for most of the week.  
 
Week-on-week, the MSCI World index climbed 2.85% as the MSCI Asia Pacific ex-Japan index was up 5.82% and as the MSCI 
Europe index rose 4.06%. US equities were up, with the S&P500 Index and the Dow Jones Industrial Average Index gaining 1.78% 
and 1.21%, respectively.  
 
Global economic releases were mixed through the week, exacerbating volatility in the financial markets.  
  

 For the month of January, US pending home sales fell to their lowest levels in a year. According to data from the National 

Association of Realtors (NAR), the index fell 2.5% (mkt est: +0.5%) to 106.0 in January from an upwardly revised 108.7 the 

prior month. The NAR attributed the decline to an increase in home prices and minimal inventory throughout the country. 

 Business activity in the US Midwest unexpectedly fell in the month of February as producers curtailed production—

signifying a potential slowdown in the domestic economy. The Chicago Business Barometer, also known as the Chicago 

PMI, slumped to 47.6 (mkt est: 52.5). Production declined by a steep 18 point drop, which weighed on the overall index. 

Meanwhile, new orders also tumbled and order backlogs toppled into contraction.  

 New York Federal Reserve President William Dudley commented that the risks to the US economy have been increasing. 

According to Dudley, “the balance of risks to my growth and inflation outlooks may be starting to tilt slightly to the 

downside”. Dudley re-iterated the view that “the appropriate pace of policy normalization is likely to be gradual”. 

 Manufacturing activity in the US stabilized in the month of February as production accelerated and new orders held steady 

at higher levels. The Institute for Supply Management said that its gauge of manufacturing activity increased to 49.5, 

beating market estimates of 48.5. The ISM manufacturing figure is the closest the sector has been to expansion since 

September 2015, as it improved from the 48.2 print in January.  

25-Feb-16 03-Mar-16 % Change

MSCI World 1,553.90 1,598.26 2.85%

MSCI Europe 109.96 114.42 4.06%

MSCI Asia-Pacific ex-Japan 373.55 395.29 5.82%

Dow Jones Industrial Average 16,697.29 16,899.32 1.21%

S&P 500 1,951.70 1,986.45 1.78%
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 San Francisco Federal Reserve President John Williams commented that the US economy is set to “power ahead even 

with the significant headwinds both in terms of growth and inflation”. According to Williams, data releases in the US do not 

show a slowdown in domestic demand. Nonetheless, Williams re-iterated the view of a gradual policy normalization. 

 According to data from the Automatic Data Processing, Inc. and forecasting firm Moody’s Analytics, private sector hiring 

was stronger-than-expected in February. The total private sector payrolls jumped 214,000 (mkt. est: 190,000) driven by the 

service sector. Service-providing companies added 208,000 employees, construction firms added 27,000, and businesses 

with at least 500 employees added 76,000. Meanwhile, manufacturers slashed 9,000 jobs.  

 Data from the US Department of Commerce showed that non-farm productivity in the US was at its lowest in almost two 

years, but beat consensus estimates. The fourth quarter print registered at -2.2% (mkt. est.: -2.9%), slightly higher than the 

initial estimate of -3.0%. On the other hand, unit labor costs rose at a lower rate than expected, increasing 3.3% (mkt. est.: 

4.3%) but lower than the 4.5% preliminary estimate.  

 Data from the US Commerce Department showed that new orders new orders for US factory goods rose at the quickest 

pace in seven months during January. New orders for manufactured goods accelerated 1.6% albeit at a notably slower-

than-expected rate of 2.1%. This figure is an improvement from an unrevised 2.9% contraction in December. Orders rose 

broadly with transportation equipment, up 11.4%, while orders for non-defense capital goods excluding aircraft - a closely 

watched measure of business confidence and spending plans - increased 3.4%, lower than the 3.9% increase reported in 

February. Meanwhile, shipments of core capital goods dropped an unrevised 0.4%, while inventories of factory goods 

retreated for a seventh straight month.  

 

Global Bonds  
 

The US Treasuries yield curve shifted slightly upwards following a string of 

economic data releases in the US and as risk-off sentiment permeated global 

markets. The week started with a relatively strong rally in US Treasuries as 

market players priced in regional manufacturing data, highlighting the relative 

fragility of the state of US economic growth. Mid-week, the trend reversed, as 

yields rallied, after somewhat encouraging manufacturing data—particularly a 

less-worse-than-expected Institute of Supply Management manufacturing 

PMI, and employment data—specifically private payrolls released by the 

Automatic Data Processing, Inc. came in higher-than-expected. However, 

Treasury yields fell slightly towards the end of the week following worse-than-expected non-farm productivity print and a slower-

than-expected growth in new orders.   

 

Week-on-week, yields edged up by an average of 7.27 basis points. The two-year note yield gained 11.88 basis points to close at 

0.845%. Meanwhile, the ten-year benchmark rose 11.80 basis points to close at 1.834%. 

 

Currencies  

 
The US Dollar strengthened relative to the Euro this week as investors focused 

on more good than bad US economic data releases and as market players 

moved ahead of the March 10 European Central Bank meeting, where market 

expectations are of further easing through additional asset purchases and cuts 

in the deposit rate. The US Dollar started the week strong as weak inflation 

print in the Eurozone fueled expectations of further stimulus measures from the 

ECB in its upcoming meeting. The greenback further strengthened mid-week 

following less-worse-than-expected economic data releases in the US, 

particularly manufacturing data and private payrolls report. Towards the 

weekend, however, the US Dollar gave back some gains following lower-than-

expected new orders data (actual: +1.6% yoy vs. mkt est: 2.1%) and as non-

farm productivity registered its lowest figure in almost two years, albeit a beat relative to consensus estimates. The weakness also 

reflected a negative view on upcoming economic data releases, particularly the non-farm payrolls figure to be released in the 4
th

 of 

March. 

 

Week-on-Week, the EUR/USD pair trended downward losing -1.30%, to close trading at the 1.10879 level.    

 

  

US Treasury Yield Curve

Tenor 25-Feb 3-Mar  +/- bps

3m 0.321 0.275 -4.58

6m 0.448 0.457 0.90

2y 0.726 0.845 11.88

5y 1.170 1.343 17.24

10y 1.716 1.834 11.80

30y 2.594 2.658 6.39

Currencies 

25-Feb 3-Mar % Change

USD/PHP 47.620 47.080 -1.13%

EUR/USD 1.1022 1.0879 -1.30%

GBP/USD 1.3925 1.4071 1.05%

USD/JPY 112.23 113.94 1.52%

AUD/USD 0.7174 0.7332 2.20%

USD/CHF 0.9904 0.9969 0.66%

EUR/CHF 1.09156 1.08457 -0.64%

EUR/JPY 123.70 123.96 0.21%



 

 

The week ahead (March 7 – March 12) 

 

Upcoming significant data releases include the February non-farm payrolls figure tonight, together with the US trade balance of 

goods and services. Next week, we look to the initial jobless claims in the US and the highly anticipated European Central Bank 

meeting. We expect range-bound trading as investors move ahead of the ECB meeting on the 10
th

 of March and as market players 

continue to await key economic data from the world’s largest economy. For next week, expect the EUR/USD pair to move sideways 

with a slight downward bias as investors factor in potential further easing by the ECB and as market players adopt a wait-and-see 

approach following a relatively data-light week.  

  



 

 

 

Philippine Financial Markets 

Local equities were up week-on-week following some better-than-expected earnings results locally and the risk-on 
sentiments globally. On the local fixed income space, prices of government securities fell as investors stayed cautious 
following the release of Philippine inflation figures and US nonfarm payroll figures during the end of the week, and as risk-
on appetite ensued. The Peso appreciated vis-a-vis the US Dollar week-on-week, as foreign funds started to enter the 
Philippine equities market following increasing risk appetite and as oil prices strengthened. 

Local Equities  
  
Local equities were up week-on-week following some better-than-expected 
earnings results locally and the risk-on sentiments globally. The decline of the 
local equities market at the beginning of the week was due mainly to the steep 
year-on-year  decline in the 2015 earnings of big cap name TEL (Philippine 
Long Distance Telephone Company). However, this was reversed in the three-
day rally that followed. Positive results from other big cap names such as Metro 
Pacific Investments Corp. (PSE ticker: MPI) and SM Investments Corp. (SM) 
improved sentiments. Local names also saw some net foreign buying as risk-on 
global sentiments benefitted emerging markets. Some of the gains were 
reversed as the week closed as investors monetized some of the previous days’ 
gains.  

Week-on-week, the PSEi gained 137.61 points, or +1.89%, closing at 6,899.07. For the week, foreigners were net buyers at 
Php1.40 billion.  

Holding Firms: 

 In a disclosure to the PSE, SM Investments Corp. (PSE Ticker: SMIC) reported that its consolidated net income came in flat 

from last year to Php28.4 billion in 2015. Meanwhile, consolidated revenues grew by 7% to Php295.9 billion for the year. The 

company’s earnings were mostly from banks, which comprised 40%of SM’s consolidated earnings, while property and retail 

contributed 38% and 22%, respectively. Retail operations under SM Retail Inc. – which consist of both food (SM Markets) 

and non-food (The SM Store) – reported constant growth in total sales of 7% to Php211.4 billion, while net income rose by 

17% to Php6.8 billion. 

 In a disclosure to the PSE, Metro Pacific Investments Corp. (PSE ticker: MPI) reported its full year 2015 core net income of 

Php10.3 billion, up 22% from 2014's Php8.5 billion. Reported net income was up 20% to Php9.6 billion while revenues  were 

up 10% to Php37.2 billion. Share in operating income is as follows: Maynilad, 38% or Php4.8 billion; MERALCO, 36% or 

Php4.5 billion; tollroads, 22% or Php2.8 billion; and hospitals, 4% or Php473 million. As such, MPI shares gained 4.31%.  

 A third of SM Investments Corporation's (PSE ticker: SM) capex budget of Php85 to 90 billion will be sourced externally. 

SM's CFO Jose Sio said that, "with that kind of capex, it [fund-raising] is always there. It's a question of timing and 

availability". SM's earnings amounting to Php28.4 billion are accounted for as follows: BDO, 40%; SMPH, 38%; and retail, 

22%. The earnings mix is expected to see a change as the share of property and retail increase. Price of SM shares were up 

7% and closed at Php877 yesterday, Tuesday 

Industrial: 

 D&L Industries (PSE ticker: DNL) reported 2015 net income of Php2.3billion, up 12% YoY—this includes a one-off gain from 

sale of a property for Php83 million.  However, revenues were down 5% to Php19.6 billion as lower commodity prices 

dragged the increase in volume. Recurring net income was Php2.29 billion. In terms of mix, high-margin specialties 

contributed 62% of revenues while low-marging commodity products accounted for the remaining 38%. Capex budget for 

2016 is Php250 million, down 10% YoY. 

 Holcim Philippines, Inc. (PSE ticker: HLCM) committed a capex budget of Php2 billion this year to expand its cement 

capacity given strong demand which propelled its net profit to record levels in 2015 at Php8.1 billion. HLCM wants to 

increase its annual capacity to 10 million MTs by the end of the year from 8 million MTs last year.  

 Shell companies' chairperson Edgar Chua told reporters yesterday that they are working on an IPO within the year. Republic 

Act No. 8479 or the Downstream Oil Industry Deregulation Act of 1998 requires 10 % of the common stocks of oil refineries 

in the Philippines to be made public within the period of three years from the effectivity of the law or the commencement of 

the company's operations. The Department of Energy asked Shell to submit its IPO plans in May 2013 to comply with said 

law. Pilipinas Shell engages in oil and gas exploration, extraction, refining and distribution of petroleum products and is the 

local arm of  Royal Dutch Shell Plc. 

  

26-Feb 4-Mar % Change

PSEi 6,771.30 6,899.07 1.89%

Philippine  Stock Exchange  Index



 

 

 

Property 

 Ayala Land, Inc. (PSE Ticker: ALI) aims to introduce a resort located in northern Iloilo by 1st half of 2016. According to Jose 

Emmanuel H. Jalandoni, ALI Senior Vice-President and Group Head of Commercial Business, he indicated that the building 

process will focus on providing an airport runway in travelling the island of  Sicogon. With the collaboration of Sicogon 

Development Corp. (SIDECO), the process in the creation of the tourism estate would help provide sustainability while Ayala 

Land would distribute the green space needed. 

Services: 

 In a statement, Philippine Long Distance Telephone Company (PSE Ticker: TEL) said its net income declined to Php22.1 

billion, equivalent to a 35% in 2015, due to lower core net income, higher foreign exchange and derivative losses and a rise 

in impairment charges relating to both fixed assets and investments. PLDT added that its consolidated core net income 

declined by 6% to Php 35.2 billion in 2015 because of higher financing costs for the manpower reduction program. 

Consolidated service revenues, however, grew by 2% to Php143.2 billion, excluding revenues from the international and 

national long distance (ILD/NLD) segments of Php19.7 billion. 

 Metro Retail Stores Group, Inc. (PSE ticker: MRSGI) bought the Wellworth department stores from the joint venture of Ayala 

Land, Inc. (PSE ticker: ALI) and SSI Group, Inc. (PSE ticker: SSI), SIAL Specialty Retailers, Inc. MRSGI acquired the fixed 

assets of Wellworth in Fairview Terraces Mall and UP Town Center mall. The JV, SIAL, will continue to manage the 

FamilyMart convenience stores. ALI said that the sale is in-line with ALI's plan of focusing its resources on its core 

businesses and SSI would like to focus its resources on its specialty retailing business. MRSGI said that the transaction is 

also supportive of MRSGI's entry in Metro Manila and the higher-end market. Prices of the shares of ALI (+3.6%), SSI 

(+3.12%) and MRSGI (+5.36%) were all up yesterday. 

 

Philippine Bond Market  
 
On the local fixed income space, prices of government securities generally fell 
as investors stayed cautious following the release of Philippine inflation 
figures and US nonfarm payroll figures during the end of the week, and as 
risk-on appetite ensued, leading to increased risk-taking with a shift to equities 
from fixed income. On Friday, yields fell after inflation figure for February was 
a lot weaker than expected at 0.9% (vs. expectations of 1.3%) as the El Niño’s 
inflationary pressure on certain food items have yet to strongly materialize.  
 
Price movement of government securities started the week flat as market 
players looked to key data releases this week. BSP’s expectation of soft 
inflation data for February led to a rally on Tuesday but a string of good data 
from the U.S. and Australia renewed upward pressure on local bond yields 
mid-week. As investors shifted focus to the equities market, and due to the 
lack of other market-moving events aside from local inflation and US nonfarm 
payroll print, yields rose as they shifted from fixed income to equities.  
 
Yields rose by an average of 23.83 basis points for the week. The short-end 
and the belly of the curve rose by 35.24 and 38.20 basis points, respectively, 
while the long-end dipped by 1.13 basis points.  
 
 
Philippine Peso  
 
The Peso strenghtened vis-a-vis the US Dollar all week, Php47.080 per 

US dollar as foreign funds started to enter the Philippine equities 

market following increasing risk appetite and as oil prices strengthened. 

Investors seem to be growing less wary about a global slowdown.  

Despite negative sentiment from PLDT’s earnings guidance, the 

equities market saw Php1.4 billion in inflows from foreigners, which 

intensified as the PSEi nearly reached 7,000 index level.  Expectations 

for flat to slightly higher inflation also influenced the currency 

movement although the Peso weakened following the disclosure of 

0.9% inflation for February (behind consensus of 1.3-1.4%) given 

weaker fish and vegatable prices (from  an unexpected abundance in 

T enor 26-Feb 4-Mar  Change

1m 2.39 2.67 29

3m 1.50 1.79 29

6m 1.69 2.02 33

1y 1.67 2.18 51

2y 3.40 3.35 -4

3y 3.80 4.22 41

4y 3.36 3.35 -1

5y 4.01 4.44 43

7y 4.00 4.69 69

10y 3.81 3.81 1

20y 5.43 5.40 -3

25y 4.71 4.69 -1

Average 23.8

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)

Currencies 

25-Feb 3-Mar % Change

USD/PHP 47.620 47.080 -1.13%

EUR/USD 1.1022 1.0879 -1.30%

GBP/USD 1.3925 1.4071 1.05%

USD/JPY 112.23 113.94 1.52%

AUD/USD 0.7174 0.7332 2.20%

USD/CHF 0.9904 0.9969 0.66%

EUR/CHF 1.09156 1.08457 -0.64%

EUR/JPY 123.70 123.96 0.21%



 

 

supply) and cuts in shipping and jeepney fares. The Peso also tracked strenghtening of its regional peers, with the MYR, IDR, and 

THB rising by 1.91%, 1.24%, and 0.37% from February 26 to March 3, 2016.  

 

Week-on-week, the USD/PHP pair strengthened by 54 centavos, or 1.13%, to close the week at the 47.080 level. 

 

 The Department of Transportation and Communication moved the auction date of LRT-2 PPP to 04 April 2016 from 01 

March. Four groups prequalified to join the auction: Aboitiz Equity Ventures, Inc. and SMRT Transport Solution consortium; 

DM Consunji, Inc. and Tokyo Metro Co., Ltd. consortium; Light Rail Manila Holdings 2, Inc. consortium led by LRM 

Holdings, Inc. of Metro Pacific Investments Corp., and Ayala Corp., RATP Transdev Group and RATP Development; and 

the San Miguel Corp. and Korea Railroad Corp. consortium. 

 Import of capital goods was up 20.9% in December and 22.5% full year. Finance Undersecretary Gil S. Beltran said that 

the continued increase in imports of capital goods suggests a continuing expansion of productive capacity and signal 

robust economic growth moving forward. Meanwhile, merchandise imports were down 25.8% YoY in December which 

dragged growth to only 2%. Import totaled US$66.7 billion, the highest since 2010. 

 The Bangko Sentral ng Pilipinas (BSP) approved the liquidity coverage ratio (LCR) framework for universal and 

commercial banks, including foreign bank branches. These banks must "hold sufficient High Quality Liquid Assets 

(HQLAs) that can be easily converted into cash to service liquidity requirements over a 30-day stress period". Such HQLAs 

assets include cash, funds parked with the BSP, and government securities. The BSP has set an “observation period” for 

the new liquidity rule between July this year until end-2017. Banks will be required to meet at least 90% LCR by 2018 and 

100% by 2019. 

 Bangko Sentral ng Pilipinas (BSP) expects 0.9-1.7% range for February 2016 inflation, given lower prices of rice, gasoline, 

liquefied petroleum gas (LPG), and minimum jeepney fares in some regions. January inflation came at 1.3%, which is the 

same as the midpoint for the BSP's range for February. 

 The Bangko Sentral ng Pilipinas reported that the real estate exposure of the local banks increased by 6.8% in the second 

quarter of 2015 on the back of the steady rise in real estate loans. The exposure of universal, commercial, thrift banks and 

trust departments reached php1.4 trillion, Php1.2 trillion or 86.8% of which represent real estate loans. Meanwhile, 

investments in real estate securities rose 1.4% to Php182.6 billion. Despite the increase, non-performing real estate loan 

ratio of big banks and small banks improved to 2.3% from 2.6% in end-March last year. 

 Data from the Department of Agriculture (DA) in Northern Mindanao revealed that the El Niño phenomenon destroyed 

63,862 metric tons of mixed agricultural crops, which affected 11,709 farmers in the region. Bukidnon province was hit the 

hardest where most of the agricultural lands were devoted to rice, corn, and cassava. 

 In a working paper titled “Improving Public Infrastructure in the Philippines”, IMF economist Takuji Komatsuzaki said that 

after 15 years, hiking public investments would yield about 5% of economic expansion for the Philippines. He noted that 

5% of GDP public investment leads to a cumulative 9%-11% increase in GDP after 15 years. 

 Finance Secretary Cesar Purisima wants the Bureau of Internal Revenue (BIR) to form an office which will track tax 

payments of high net worth individuals. He said that "high net worth individuals are still lagging behind in terms of their 

share in nation building, in terms of their share in paying taxes". 

 

The week ahead (March 7 – March 12) 

 

The local equities market is expected to trade range-bound with a downward bias as uncertainty on the global macro space 

continues and investors continue to take profits. Investors will likewise be looking at the closely-monitored non-farm payrolls report 

and wait for the results of the ECB meeting. The PSEi will likely trade between 6,700 and 6,900. Bond yields are expected to trade 

sideways with a slight upward bias if US nonfarm payrolls improve as expected and as investors factor in the weaker-than-expected 

February inflation data. For next week, expect the USD/PHP pair to weaken following expectations of stronger US nonfarm payrolls 

figure and as investors digest weakness in inflation for February.  

 


