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Global Financial Markets 
 
Global equities markets nursed losses this week as the downward revision in China’s economic growth target and mostly 
negative data releases over the US erased gains from fresh monetary easing measures in the Eurozone and China. US 
treasuries took a beating due to continued massive bond supply from corporates. On the other hand, the dollar continued 
to strengthen against major currencies on hawkish statements from New York Fed Governor Dudley. 
  
Global Equities 
 

Global equities pulled back this week as China set lower 
economic growth target in 2015, and due to mostly 
disappointing data releases in the US. Early into the 
week, China shares rallied as the People’s Bank of 
China announced a surprise rate cut last Saturday, the 
second time in three months. Effective last Sunday, the 
PBoC lowered by 25 basis points both the benchmark 
one-year loan rate to 5.35%, and the one-year deposit 
rate to 2.5%. This was followed by another monetary 
easing measure at the latter part of the week, with the 
central bank cutting rates charged to commercial 
lenders. However, gains were erased at the end of the 
week after Chinese premier Li Keqiang announced a 
lower GDP growth target in 2015 of 7%, the lowest in 
the more than two decades. Li also signaled that the 
growth level will be the “new normal” for the world’s 
second largest economy as the government continue its 
battle against “deep-seated” economic problems such 
as corruption and pollution.  
 

Over in US, shares pulled back week-on-week due to 
mostly negative data releases, and as profit-takers 
prevailed following rallies due to monetary easing 
across the globe. At the early part of the week, US 
stocks ended on the red following hawkish comments from New York Federal Reserve Governor Dudley. Also, the Commerce 
Department downwardly revised the fourth quarter GDP growth to 2.2% from the initial estimate of 2.6%, failing to maintain the 
5.0% growth recorded in the third quarter. At the middle of the week, stocks bounced back due to the resilient consumption 
spending data despite a decline in the headline figure. Selling pressure ultimately prevailed at week’s close due to the weak retail 
auto sales and higher initial jobless claims.  
 

Over in the Euro-zone, European shares posted solid gains following generally upbeat economic assessment of the European 
Central Bank (ECB). During the speech following its monetary policy meeting, ECB President Mario Draghi announced that its 
quantitative easing program will commence on Monday, March 9. Optimism among market watchers ensued after Draghi noted that 
the recent data releases pointed “to further improvements in the economy”. The ECB projects the economy will to grow by 1.5% in 
2015 and 1.9% in 2016, compared to forecasts of 1.0% and 1.5%r. Inflation forecasts for 2015 is expected to be unchanged year-
on-year. Meanwhile, key policy rates were kept at current levels.  
 

Week-on-week, the MSCI World index retreated by 0.58%, mainly driven by the Asia Pacific region, which plunged by 1.07%. US 
shares likewise closed lower, with both the Dow Jones Industrial Average and S&P 500 dropping by 0.65% and 0.58%, 
respectively. Meanwhile, MSCI Europe edged higher by 0.77% to 134.03.  
 

Data releases from the US were mostly negative during the week. 

 US 4Q GDP growth suggests that the remarkable 5.0% growth in 3Q is unsustainable. The Commerce Department said 
Friday that U.S. gross domestic product expanded at a 2.2% annual rate in the fourth quarter, down from an initial estimate 
of 2.6%. Economists surveyed by The Wall Street Journal had expected an advance of 2.0%. The GDP report showed 
household consumption grew at an annualized rate of 4.2% in the fourth quarter, the most since the last three months of 
2010. Demand for services climbed 4.1%, the most since 2000. 

 US consumer spending remained resilient despite a decline in the headline figure. Personal spending fell a seasonally 
adjusted 0.2% month-on-month. Overall consumer spending (+0.3%) and purchases of durable goods (+0.2%) and 
nondurable goods (+0.2%) actually rose when adjusted for inflation, reflecting a slide in gas prices during the month. That 
could turn out to be a good sign for economic growth, as people have more money left after filling up their gas tanks.  

26-Feb-15 05-Mar-15 % Change

MSCI World 1,773.99 1,763.74 -0.58%

MSCI Europe 133.00 134.03 0.77%

MSCI Asia-Pacific ex-Japan 488.70 483.46 -1.07%

Dow Jones Industrial Average 18,214.42 18,096.90 -0.65%

S&P 500 2,110.74 2,098.53 -0.58%

Global Equity Performance
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 Growth in the U.S. manufacturing sector gathered momentum in February as output and new orders rose at faster rates 
than seen in January. The final seasonally adjusted Markit U.S. Manufacturing PMI rose to 55.1 from 53.9 in January. The 
reading signaled the most marked improvement in business conditions in the sector since October of last year. 

 Bad weather took a toll on US vehicle sales in February. Six of the top seven manufacturers reported annual sales 
increases for the month but all fell short of market expectations. US sales were up 4.7% year-on-year. Toyota said it 
expects the auto industry to report annualized sales of 16.2 million vehicles for the month. General Motors Company said 
sales rose 4% to 231,378 cars and trucks. Ford Motor Inc. saw sales drop 2% to 180,383. Fiat Chrysler Automobiles 
enjoyed an increase of 6% to 163,586 vehicles. Toyota Motor Corp said sales jumped 13% to 180,467 cars and trucks. 
Nissan Motor Co.'s sales increased 3% to 118,436, and Honda Motor Co. reported an increase of 5% to 105,466. 

 Recent initial jobless claims reading raised concerns of a lower non-farm payroll print for the month of February. The 
number of Americans seeking first-time unemployment benefits rose last week to the highest level since May. Initial jobless 
claims rose 7,000 to a seasonally adjusted 320,000 in the week ended February 28. The four-week moving average for 
claims increased 10,250 to 304,750. The number of people filing continuing claims for unemployment benefits jumped 
17,000 to 2.421 million for the week ended February 21. 

 New orders for U.S. factory goods unexpectedly declined in January, logging their sixth successive monthly decline. New 
orders for manufactured goods dipped 0.2% from a downwardly revised drop of 3.5% in December. Orders for non-
defense capital goods excluding aircraft – a key measure of business confidence and spending plans - increased 0.5%, a 
small downward revision to the 0.6% growth reported in February.  

 

Global Bonds  
 

US Treasuries took a beating this week due to continued massive bond 

supply from corporates and mostly disappointing economic data releases. 

Week-on-week, the belly and the long-end of the curve took the most 

impact of the sell-off, led by the 30-year benchmark tenor which added 

9.91 basis points to close at 2.729%, while the 10-year benchmark tenor 

went up by 8.59 basis points to settle at 2.115%.  

 

 

 

 

Currencies  
 

The euro weakened against the dollar after the European Central Bank 

provided better visibility on its massive bond-buying program aimed to 

spur growth in the region. Given this, the EUR/USD pair dropped below 

1.10, the first time since September 2003. The EUR/USD pair depreciated 

by -1.99% this week, settling at 1.0973. The dollar continued to 

strengthen relative to major currencies for this week due to hawkish 

comments from New York Federal Reserve Governor Dudley.  

 
 
 
 
 
 
 
The week ahead (March 09 – March 13) 

 

For the week, we expect investors of global equities to factor in the results of US non-farm payrolls and retail sales for February, 

and consumer sentiment index for March. US Treasury prices will continue to trade sideways ahead of the upcoming Federal Open 

Market Committee meeting in the third week of March, and the abovementioned scheduled data releases. For the Euro-US Dollar 

pair, the commencement of the European Central Bank’s quantitative easing might put more downward pressure for the euro.  

  

US Treasury Yield Curve

Tenor 26-Feb 5-Mar  +/- bps

3m 0.015 0.005 -1.01

6m 0.071 0.071 0.02

2y 0.646 0.639 -0.72

5y 1.537 1.573 3.64

10y 2.030 2.115 8.59

30y 2.629 2.729 9.91

Currencies 

27-Feb 6-Mar % Change

USD/PHP 44.090 44.090 0.00%

EUR/USD 1.1196 1.0973 -1.99%

GBP/USD 1.5438 1.5194 -1.58%

USD/JPY 119.63 120.12 -0.41%

AUD/USD 0.7808 0.7798 -0.13%

USD/CHF 0.9543 0.9769 -2.31%

EUR/CHF 1.06802 1.07198 -0.37%

EUR/JPY 133.94 131.8 1.62%
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Philippine Financial Markets 

The local equities market has a strong week, reaching its 19th record high for the year despite negative market sentiment 
that caused a sell-off during the latter part of the week. Local fixed income yields increased on average as market players 
stayed in the sidelines ahead of major economic data releases coming from both the local and international markets. The 
Philippine peso, on the other hand was unchanged week-on-week against the US dollar as investors waited for the release 
of labor and unemployment data from the US as well as details of the ECB’s bond-buying program.  
 
Local Equities  
 
The local equities market started the week strong as early bargain hunting and 
a surge in property sector names pushed the PSEi towards reaching a mid-
week close of 7,847.83. The PSEi however succumbed to a sell-off brought 
about by speculations that the arbitration panel of MWC reached an 
unfavorable decision regarding MWC's rate rebasing exercise. Although no 
official statement has been released by regulators, negative market sentiment 
still weighed the market down before last minute buying of index heavyweights 
such as AEV and URC propelled the PSEi to close at 7,861.33, its 19th record 
high for the year. Throughout the week, market players also digested mixed 
corporate earnings results from TEL, ICT, EMP, MBT, and CHIB, among 
others.   
 
In terms of foreign flows, foreigners were net sellers throughout the week resulting to a cumulative Php296 million in net outflows. 

Industrial 

 Puregold Price Club Inc. (PSE Ticker: PGOLD) appointed Mr. Ferdinand Vincent P. Co as the President effective 01 
June 2015 to replace incumbent and retiring Mr. Leonardo Dayao. Mr. Ferdinand Vincent P. Co is the son of Mr. and 
Mrs. Lucio L. Co and Susan P. Co. He started his post in PGOLD in 2003 as a store manager for Puregold-Cubao 
branch. He also served as the store manager of Puregold Commonwealth branch from 2004 to 2007, and was 
subsequently promoted as Department Head of the Merchandising Department. He is a member of the board of 
directors of the Company since 2003 up to present. 

 Century Pacific Food, Inc. (PSE Ticker: CNPF) announced that it will construct a new storage facility in General Santos 
City after its board approved the reallocation of Php439 million worth of funds from its IPO proceeds. Initially, the money 
was assigned for the construction of a tin can factory in the same location and for the completion of a new dairy and 
mixes plant in Taguig City. According to Century Pacific, the funds were reallocated as the said factories have already 
been completed using internally generated cash. 

 Emperador Inc. (PSE Ticker: EMP) recorded Php6.1 billion net income in 2014, up 5% from Php5.8 billion of the prior 
year. Consolidated revenues climbed 7% to Php32 billion while net cash position stood at Php4.85 billion. In its effort to 
be a global company, Emperador has completed last year the acquisition of Whyte and Mackay of UK and several 
vineyard and brandy production facilities in Spain. The company is expecting to grow revenues by 35% this year. 

Financials 

 Metropolitan Bank & Trust Company (PSE Ticker: MBT) generated consolidated net income amounting to Php20.1 
billion in 2014, with the fourth quarter contributing Php7.0 billion. Net interest income grew by 20% to Php45.8 billion, 
which contributed 61% to total operating income compared to 48% contribution in 2013. This was mainly driven by 
growth in loans and deposits, and sustained interest margin despite the low interest rate environment and tough 
competition. Total resources inched up by 16% to Php1.6 trillion from Php1.4 trillion the previous year.  

 China Banking Corporation (PSE Ticker: CHIB) recorded full year consolidated net income of Php5.11 billion in 2014. 
Net interest income inched up by 42% to Php14.09 billion, mainly driven by earnings from loans and receivables and the 
consolidation of recently acquired Plantersbank. Net interest margin improved from 2.98% in 2013 to 3.30% this year. 
Meanwhile, total non-interest income decreased by 8% to Php4.76 billion. Barring the effect of trading gains in 2013, 
non-interest income would have grown by 30%. Total operating income reached Php18.85 billion, or 25% higher year-
on-year. The inclusion of Plantersbank contributed Php1.45 billion and Php397.07 million to total net interest and non-
interest income, respectively. 
 

 Rizal Commercial Banking Corp. (PSE Ticker: RCB) posted an unaudited consolidated net income amounting to 
Php4.41 billion in full year 2014. Excluding trading gains and extraordinary income, core income increased by 29% year-
on-year. Net interest income resulted to Php14.98 billion, 13% higher than 2013’s Php13.31 billion. Net interest margin 
expanded by eight (8) basis points to 4.30% compared to 4.22% the prior year. Core lending loans excluding interbank 
loans grew by 21% to Php259.3 billion. Consolidated non-profit loan ratio improved to 0.97% in 2014 versus 1.06% in 
2013. 

27-Feb 6-Mar % Change

PSEi 7,730.57 7,861.33 1.69%

Philippine  Stock Exchange  Index
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Services 

 Philippine Long Distance Telephone Company (PSE Ticker: TEL) cut its dividend payout for 2014 to 90% from the 
historical 100% or better over the past few years. The 90% current dividend payout comprises of 75% regular and 15% 
special dividends. Management’s attributed the lower dividend payout to higher capital expenditure requirements and 
investments in new adjacent digital businesses. Moreover, management sees use of leverage to rise to 1.8x equity in 
2015, compared to the 1.4x registered in 2014. 

 International Container Terminal Services Inc. (PSE Ticker: ICT) reported full-year 2014 net income of $182 million, 
higher by 6% from the $172.4 million registered the prior year. ICT attributed the growth to more meaningful 
contributions of its ports in Manzanillo, Mexico and Puerto Cortes, Honduras, together with the consolidation of terminal 
operations in Yantai, China, and better performance at Subic Bay, Philippines. Revenues from port operations inched up 
by 24% to $1.1 billion in 2014 from $852.4 million in 2013. Consolidated volume recorded at 7,438,635 twenty-foot 
equivalent units (TEUs) last year, or 18% higher compared to the previous year. The growth in volumes was mainly 
driven by the company’s new ports in Mexico, Honduras and Iraq 

Property 

 Robinsons Land Corp. (PSE Ticker: RLC) is looking to add several establishments this year across its different business 
portfolios as part of the company's bid to boost income. The establishments comprise of malls, namely, Robinsons 
Galleria Cebu, Robinsons Place Antique, and the Robinsons Nova Market, a 20-storey office building, the Tera Tower, 
and around four to five residential projects. The Tera Tower is under the Robinsons Cyberscape brand and the 11th 
office building of the firm. Meanwhile, the company is looking at launching between Php6 billion to Php12 billion of 
residential projects this year. 

 Alveo Land Corp., a wholly-owned subsidiary of Ayala Land, Inc. (PSE Ticker: ALI) aims for 20% growth this year by 
launching Php40 billion worth of residential and office projects. The company plans to launch six new projects 
amounting to Php25 billion in the first half of the year in Makati, Bonifacio Global City, Quezon City, Nuvali, and 
Pampanga. The company also plans to launch another four projects during the second half. Last year, Alveo launched 
nine projects generating Php36 billion worth of sales. 

 

Philippine Bond Market  
 
Local fixed income players adopted a defensive stance amid thin volumes 
ahead various economic releases scheduled to come out at the latter part of 
the week. First was the Philippine inflation for February came in at 2.5% 
year-on-year, marginally higher than the 2.4% recorded last month and in 
line with Bloomberg consensus. The increase in the CPI figure was 
attributed to the lower drop in the utilities and transport components. On the 
other hand, food and non-alcoholic beverages, which accounts for 39% of 
the commodity basket, moderated in February. Second off was the 
announcement of the European Central Bank (ECB) that it will start with its 
quantitative easing on March 9. The ECB also announced that they will 
keep policy rates steady for the time being. Lastly, market players took 
defensive positions ahead of the US jobs and unemployment data that is 
scheduled to be released Friday night. Yields rose by an average of 2.48 
basis points across the length of the curve with the short-end of the curve 
sinking by -0.59 basis points. The belly and long-end inched up by 4.74, 
and 2.83 basis points, respectively.  
 
 
 
 
 
 
 
 
 

Philippine Peso 
 
The Philippine peso underwent a roller-coaster ride this week but ultimately was unchanged compared to the US dollar to close at 
USD/PHP 44.09 for the second consecutive Friday. Mixed economic data was released throughout the week but market 
participants played it safe as major economic data from the Philippines, US and Euro-zone were released in rapid succession 
towards the second half of the week.   
 

T enor 27-Feb 6-Mar  Change

1m 2.31 2.41 10

3m 1.89 1.80 -9

6m 2.20 2.18 -2

1y 2.43 2.42 -1

2y 3.08 3.10 3

3y 3.44 3.43 0

4y 3.69 3.66 -2

5y 3.63 3.84 22

7y 3.75 3.78 2

10y 3.95 3.98 2

20y 4.90 4.93 2

25y 4.58 4.62 4

Average 2

Peso Yie ld Curve                                          

(PDST -F Re fe rence  Ra tes)
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The Bureau of the Treasury offered Php20 billion worth of Treasury Bills during an auction concluded last Monday. Php8 billion 
worth of 91-day T-bills were fully awarded at an average yield of 1.397%. Likewise, the 182-day and 364-day T-bills worth Php6 
billion each were also fully awarded at an average rate of 1.699% and 1.948%, respectively. The government received tenders 
totaling Php60.89 billion over thrice the amount offered 
 
The Bureau of Customs revenues registered at Php369.31 billion in 2014, which grew 21.1% year-on-year. Despite the double-digit 
growth, BoC’s collections still fell short of its target of Php408.1 billion by 10.5%. The country’s major portals such as the Manila 
International Container Terminal, Port of Manila, and the Ninoy Aquino International Airport missed their respective targets. 
Meanwhile, only the ports of Batangas, Iloilo,Cebu, Cagayan de Oro, Davao, Subic and Apari exceeded target last year. For 2015, 
the collection target is at Php456.47 billion, or 23.6% / 11.9% higher than the actual / target collection in 2014. The BoC believes 
that its current efforts to implement reforms against illicit trade and at improving efficiency of processes will help them achieve its 
collection target this year. 
 
According to the Bangko Sentral ng Pilipinas (BSP), at least seven Asian banks have expressed interest in doing business in the 
Philippines. According to BSP Governor Amando M. Tetangco, Jr., the BSP has already approved one bank while more are in the 
pipeline. Last month, a unit of Japan’s Sumimoto Mitsui Financial Group Inc. won approval to open a Manila branch, the first foreign 
bank to do business in the Philippines under new provisions. The new law, which was passed last July allowed foreign banks to 
take full control of local lenders. It also scrapped a previous limit of up to ten full bank branching licenses for foreign lenders. 
 
 
The week ahead (March 9 – March 13)  
  
We expect the local equities market to continue rising at the start of the week before profit-taking to commence. In our view, the 
PSEi will trade within a broad range of 7,780 to 7,900 for the week, with bias to the downside. Catalysts for the week include the 
PSEi rebalancing as well as corporate earnings releases. 
 
For the local fixed income market, we expect market players to take their cue from the release of the US non-farm payrolls on the 
evening of March 6, Manila time.  
 
Events overseas will continue to dictate the direction of the local currency. Excess liquidity from Europe may find its way in the 
Philippines as foreign investors hunt for higher returns. Furthermore, CPI figures of Euro-zone countries are set to be released next 
week.  
 

 

 


