
 

 

March 14, 2016     
Global Financial Markets 

Global equities edged narrowly lower as the European Central Bank’s aggressive monetary policy accompanied by cuts in 
growth and inflation forecasts took the spotlight from better-than-expected US February non-farm payrolls. US Treasury 
yields continued to rally amid economic data releases and despite easing measures from ECB. The Euro strengthened 
relative to the Dollar this week in light of strong German industrial production data and as market players discounted 
additional stimulus in Europe. 
  
Global Equities 
 

Global equities edged narrowly lower as 
as the European Central Bank’s 
aggressive monetary policy was 
accompanied by cuts in growth and 
inflation forecasts. This wiped out the 
gains from positive sentiment following 
the expansion of the quantitative easing 
program and the decision to further 
lower interest rates on the March 10 
meeting. Moreover, negative sentiment 
over the downgrade in growth 
expectations for the Eurozone took the 
spotlight from better-than-expected US 
February non-farm payrolls earlier in the 
week and the continued rally in oil 
prices. Sell-down during the middle of 
the week was also seen following the 
continually worsening trade data from 
China.     
 
US equities ended the week mixed 
following a week of anticipation ahead of 
the ECB meeting, better-than-expected 
February employment data, declining 
trade balance in China, and volatile oil 
prices. The week started with a strong rally in US equities as investors priced in non-farm payrolls beating expectations, +242,000 
versus estimates of +195,000. January and December figures were also upwardly revised. The following days saw cautious trading 
ahead of the ECB meeting with market players focusing on commodity prices. Mid-week, there was a slight sell-down following the 
release of China’s trade data. The week closed mixed for US equities after the announcement of the results of the ECB meeting as 
investors react to both the expanded easing and the signal that there would not be further rate cuts. 
 
Across the Atlantic, European equities were down week-on-week as investors focused on Draghi’s statement that “we don't 
anticipate that it will be necessary to reduce rates further” and discounted the bold stimulus measures from the central bank. In its 
recently-concluded meeting, the ECB expanded its quantitative easing program from EUR60 billion to EUR80 billion and will now 
include investment-grade euro-denominated bonds issued by non-bank corporations domiciled in the euro area, cut interest rates 
further, and launched a new round of long-term bank financing.  
 
Meanwhile, Asian equities narrowly strengthened as investors focused on the additional stimulus from the ECB and a general 
rebound in oil prices over the worsening Chinese economic data, particularly China’s February trade data where exports were down 
25.4% and imports by 13.8% year-on-year.  
 
Week-on-week, the MSCI World index was down -0.07%. US equities were mixed—the S&P Index fell -0.21% while the Dow Jones 
Industrial Average Index rose 0.33%. The MSCI Europe was down -1.75% while the MSCI Asia-Pacific ex-Japan was up 0.97%. 
 
Global economic releases continued to be mixed through the week, highlighting solid US labor markets but lackluster performances 
in other sectors.   

 Non-farm payrolls for February registered +242,000, above the +195,000 market estimate; December (+271,000, up 

9,000) and January (+172,000, up 21,000) numbers were also revised upwardly. The unemployment rate was in-line with 

expectations at 4.9% as labor force participation rate was up to 62.9%, versus expectation of 62.8% and January’s 62.7%. 

In contrast, average hourly earnings were down US$0.03 or -0.1%, below expectations of +0.2%, to US$25.35. The 

annualized wage growth went down from 2.5% to 2.2%. This was the first drop in wages since December 2014. 

 Data from the US Department of Commerce showed that the US trade deficit continued to widen in January, with exports 

down to its lowest in more than five years. The trade gap was at $45.7 Bn (mkt. est.: $44.0 Bn), higher than the upwardly 

revised December print of $44.7 Bn. Exports were down 3.3% mom to $116.9 Bn, the lowest since November 2010.  

03-Mar-16 10-Mar-16 % Change

MSCI World 1,598.26 1,597.09 -0.07%

MSCI Europe 114.42 112.42 -1.75%

MSCI Asia-Pacific ex-Japan 395.29 399.13 0.97%

Dow Jones Industrial Average 16,943.90 17,000.36 0.33%

S&P 500 1,993.40 1,989.26 -0.21%
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100

200

300

400

500

600

1,400

1,550

1,700

1,850

2,000

2,150

Nov '14 Jan '15 Mar '15 May '15 Jul '15 Sep '15 Nov '15 Jan '16 Mar '16

MSCI World (LHS) S&P 500 (LHS)

MSCI Europe (RHS) MSCI Asia-Pacific ex-Japan (RHS)



 

 

 January German industrial production saw the biggest increase since 2009. Seasonally adjusted production was up 3.3% 

from December and better than consensus median forecast of +0.5%. On a year-on-year basis, reading showed a 2.2%.  

Capital goods led the increase, registering +5.3%, while construction output rose by 7.0%. 

 Data from the US Department of Commerce showed that wholesale inventories in the US increased despite markets 

expecting otherwise. Wholesale inventories were up 0.3% (mkt. est.: -0.2%), up from the December 0% print. Due to weak 

sales, the inventory-to-sales ratio reached 1.35 months, the highest level in almost seven years.  

 The US Energy Information Administration said that gasoline stockpiles fell last week by three times larger than 

expectations, and diesel stockpiles by twice the forecast, but crude stockpiles rose 3.9 million barrels. Following this, 

commodity futures prices broadly rose: spot Brent crude was up 3.1% to US$40.89 per barrel, April WTI crude up by 5% to 

US$38.33 per barrel, and April natural gas rose 2.6% to US$40.89 a barrel.  

 The ECB expanded its expansionary monetary policy by expanding the bond purchases program to EUR80 billion per 

month from EUR60 billion, and further lowering overnight lending rate by 10bps to -0.4% and benchmark rate to zero from 

0.05%. Meanwhile, outlook for growth was cut as a reflection of weaker global prospects—both 2016 and 2017 GDP 

estimates were downward from 1.7% to 1.4% and from 1.9% from 1.7%, respectively. Inflation forecast for 2016 was 

lowered from 1% to 0.1% while that for 2017 and 2018 are expected to be 1.3% and 1.6%, respectively.  

 

Global Bonds 
 
US Treasury yields continued to move upwards following a string of 

economic data releases, global Treasury auctions, and as markets 

reacted to easing from the ECB. The week started with dips in US 

Treasury prices, as market players priced in the better-than-expected 

non-farm payrolls and as investors factored in comments from Fed 

Vice-Chair Stanley Fischer that US inflation is showing signs of pick-

up. While prices rebounded mid-week following the weak Chinese 

import data and the strong demand for Japanese bonds, lukewarm 

reception for the most recent US 10-year auction caused yields to rise. By the end of the week, easing measures from the ECB 

failed to cause Treasury prices to rally as ECB President Mario Draghi announced that they see no further need to increase 

stimulus in the future.   

 

Week-on-week, yields edged up by an average of 6.26 basis points. The two-year note yield gained 8.13 basis points to close at 

0.927%. Meanwhile, the ten-year benchmark rose 9.86 basis points to close at 1.932%. 

 

Currencies  
 

The euro strengthened against the greenback this week as investors 

focused on positive German industrial production data and as market 

players focused more on the future trajectory of ECB’s monetary 

policy. Most of the gains were recognized in the early part of the week, 

as reports surfaced that ECB members have not reached a policy 

consensus for the March 10 monetary policy meeting. This surge 

allowed investors to lock in gains the following day, but the strong 

industrial production growth in almost seven years caused the euro to 

strengthen again. As market players took positions ahead of the ECB 

meeting, the euro fell. The drop in the euro continued immediately 

after the announcement of additional easing from the Eurozone, but losses were reversed by the end of the day as Draghi 

commented that the ECB will not enact rate cuts in the future. 

 

Week-on-week, the EUR/USD pair gained 0.91% to close trading at the 1.0978 level.    

 

The week ahead (March 14 – March 19) 

 

Next week, we expect investors to continue to digest the aggressive move of the ECB while awaiting the Fed’s meeting. We also 

anticipate that investors would closely monitor upcoming economic data releases and movements in commodity prices. As such, we 

expect range-bound trading in the markets. We also expect the EUR/USD pair to move sideways as investors continue to factor in 

Draghi’s comments and as markets await US inflation data and the statement from the Fed on US monetary policy by the end of the 

week.  

US Treasury Yield Curve

Tenor 3-Mar 10-Mar  +/- bps

3m 0.275 0.310 3.56

6m 0.457 0.478 2.04

2y 0.845 0.927 8.13

5y 1.343 1.445 10.28

10y 1.834 1.932 9.86

30y 2.658 2.695 3.67

Currencies 

3-Mar 10-Mar % Change

USD/PHP 47.080 46.700 -0.81%

EUR/USD 1.0879 1.0978 0.91%

GBP/USD 1.4071 1.4229 1.12%

USD/JPY 113.94 113.49 -0.39%

AUD/USD 0.7332 0.7477 1.98%

USD/CHF 0.9969 0.9976 0.07%

EUR/CHF 1.08457 1.09524 0.98%

EUR/JPY 123.96 124.6 0.52%



 

 

Philippine Financial Markets 
 
Local equities were up week-on-week following improvement in sentiment, further bolstered by the oil price rally and 
“bazooka” stimulus from the ECB. On the local fixed income space, prices of government securities continued to track a 
downward trajectory as market players moved ahead of the ECB policy meeting and following a string of economic data 
releases globally. The Peso continued to appreciate vis-a-vis the US Dollar week-on-week, as foreign funds continued to 
flock into the Philippine equities market following increasing risk appetite. 

Local Equities  
  
Local equities were up week-on-week following risk-on sentiment bolstered by 
the 8% week-on-week (March 3-10) rise in Brent crude oil prices, and significant 
stimulus released by the ECB. The decline of the local equities market at the 
beginning of the week was due to continued negative sentiments from 
disappointing earnings and tough competition in telco stocks, which wiped out 
the gains of other sectors. However, the equities market rallied following two 
days of bargain-hunting as Brent crude oil prices breached past USD40/bbl. 
Positive results from big cap names such as Aboitiz Power (PSE ticker: AP) and 
Ayala Corp. (PSE ticker: AC), along with expectations and realization of 
significant additional stimulus in the form of rate cuts on the ECB’s three main policy rates and expansion of size and scope 
(inclusion of non-financial investment-grade corporate bonds), further uplifted sentiment as the PSEi rallied past 7,000 and reached 
the 7,100 level. Net foreign buying for most of the week also bolstered the index upwards.  

Week-on-week, the PSEi gained 199.57 points, or 2.89%, closing at 7,098.64. For the week, foreigners were net buyers at 

Php671.06 million.  

 

Holding Firms: 

 Ayala Corporation (PSE ticker: AC) saw its reported FY15 earnings rise by 20% YoY to Php22.3Bn (beating management 

guidance of Php20Bn), as the on-boarding of powerplants of AC Energy Holdings resulted to Php2.1Bn earnings, offsetting 

weak to in-line performance by its main businesses totalling Php28Bn (+13% YoY). Consolidated revenues also rose 13% to 

Php207.7Bn, while recurring earnings supposedly rose 24%. 

 The 2016 capex budget for Ayala Corp. (PSE ticker: AC) will reach Php174 billion - higher than the Php130 billion spent last 

year. The budget will be used mainly to support the growth of its real estate (Ayala Land) and telecommunications (Globe 

Telecom) affiliates. 

 Aboitiz Equity Ventures, Inc. (PSE ticker: AEV) saw 4% decline in its 2015 consolidated earnings to Php17.7 billion from 

Php18.4 billion in 2014 as two of its major associates and subsidiaries, Union Bank and AboitizLand, posted a double-digit 

decline in their contribution. Adjusting for non-recurring items based on mark-to-market revaluation of the power business 

unit’s consolidated dollar-denominated assets and liabilities, core earnings reached Php18.3 billion (+2% YoY). 

 Ayala Corp. (PSE ticker: AC), through AC Energy Holdings, Inc., and Bronzeoak Clean Energy, Inc., completed their 18-

megawatt (MW) solar power farm last month, and commenced operation of the initial phase of its solar power project. With a 

cost of Php1.3 billion, the 18-MW project is the first phase of 50-MW solar power farm of the joint venture Monte Solar 

Energy, Inc.(MonteSol). Expansion will start upon government guidance regarding the FIT (feed-in-tariff). 

 Metro Pacific Hospital Holdings, Inc. (MPHHI) President and Chief Executive Officer Augusto P. Palisoc, Jr. said that the unit 

has Php3 billion in investible funds ready for acquisitions of hospitals. He expects a deal to be completed by June at the 

soonest. 

 Metro Pacific Investments Corp. (PSE ticker: MPI) expects its three-phased, Php1.6 billion investment in De Los Santos 

Medical Center (DLSMC) to generate Php1 billion in revenues by 2019. MPI bought a 51% stake in 2013, infused Php250 

million in fresh capital, and turned around the hospital in six months, leading to revenue growth of 24-25% annually, and 

contributed around half a billion of the Php15 billion revenue contribution of MPI's hospital arm. 

Industrial: 

 Shell Philippines Exploration (SPEX BV) is aiming to start the construction of its liquefied natural gas (LNG) facility by 2017, 

given the depletion of the Malampaya gas field reserves by 2024. The company will examine the Batangas bay sea bed, to 

ensure that a floating regasification unit can be placed, along with other tests to be conducted on the site. 

  

4-Mar 11-Mar % Change

PSEi 6,899.07 7,098.64 2.89%

Philippine  Stock Exchange  Index



 

 

 

Property 

 Megaworld Corporation (PSE ticker: MEG) set aside Php55 billion as capex budget for 2016 to expand its rental portfolio, 

particularly its mall and office businesses. Development of new malls, commercial centers, office buildings and residential 

projects will be allocated 75% of the budget. The remaining 25% will be used for land acquisition and investment properties. 

In a press release filed with the PSE, Megaworld's SVP Jericho Go said that they "will certainly achieve the Php11 billion 

rental revenue target by year-end". The group will launch 14 residential projects, and 14 office towers, malls and commercial 

centers. 

Services: 

 International Container Terminal Services, Inc. (PSE ticker: ICT) saw its reported net income for 2015 fall to just USD58.5 

million (-68%) due to significant non-cash, non-recurring charges, specifically impairment charges on concession rights 

assets of its terminal in Argentina, Tecplata S.A.. Recurring earnings managed to rise by 1% despite the 1% decline in 

revenues as cash expenses fell by 5%. 

 

 

Philippine Bond Market  
 
On the local fixed income space, prices of government securities generally fell as 
investors reacted to positive economic data releases in the US and Germany, 
the European Central Bank meeting—wherein additional stimulus measures 
were introduced—and  a general rebound in crude oil prices. Risk-on appetite 
ensued as a result of the aforementioned factors and led to increased risk-taking 
which was manifested through the shift from fixed income to equities. 
 
Price movement of government securities started the week on the decline as 
market players reacted to movements in US Treasuries and as oil prices spiked 
over the weekend. In the next few days, local government securities were 
influenced by investors’ anticipation of the European Central Bank meeting 
during the latter part of the week, economic data releases in the US (particularly 
the stronger-than-expected non-farm payroll figure), a general rebound in crude 
oil prices, and positive German industrial production data. The week ended with 
prices of government securities tracking a downward trajectory despite the 
“bazooka” stimulus measures by the ECB as market players priced in Draghi’s 
comments that the ECB no longer anticipates additional stimulus moving 
forward.  
 
Yields rose by an average of 2.4 basis points for the week. The long-end of the curve rose by 27 basis points, , while the short-end 
and the belly of the curve dipped by 5 and 7 basis points, respectively.  
 
 
Philippine Peso  
 
The Peso strenghtened vis-a-vis the US Dollar all week, as the Peso 

hovered around the USD/PHP 46.90 level. The week started strong for 

the Peso following the lackluster initial jobless claims in the US last week 

and pledges from China to support growth. As the week progressed, the 

Peso tracked movements of its regional counterparts, following several 

days of strengthening as investors remained cautious ahead of the ECB 

meeting. Towards the end of the week, the Peso exhibited strength vis-à-

vis the dollar as foreign funds continued to enter the Philippine equities 

market following increasing risk appetite. Investors seem to be growing 

less wary about a global slowdown.  

 

Week-on-week, the Peso strengthened by 38 centavos, or 0.81%, to close the week at the 46.70 level. 

 

 The Bureau of Internal Revenue gave owners of imported automobiles whose excise taxes were not paid until the end of 

the month to settle their dues or risk losing their property. According to Revenue Regulations 2-2016, all cars shipped to 

the Philippines should have a corresponding Authority to Release Imported Goods (ATRIG) as proof of excise tax 

T enor 4-Mar 11-Mar  Change

1m 2.67 2.64 -4

3m 1.79 1.77 -2

6m 2.02 1.99 -3

1y 2.18 2.14 -4

2y 3.35 3.25 -10

3y 4.22 3.85 -37

4y 3.35 3.86 51

5y 4.44 4.22 -21

7y 4.69 4.47 -22

10y 3.81 4.73 91

20y 5.40 4.75 -65

25y 4.69 5.25 55

Average 2.4

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

 

payment. The regulations, dated March 4, stated that there has been a significant number of motor vehicles being released 

without the required ATRIG, which can be seized by the BIR under existing rules.  

 Credit ratings agency, Moody's Investor Service, said that the new liquidity requirement imposed by the Bangko Sentral ng 

Pilipinas (BSP) on big banks is credit positive for the Philippine banking industry. According to Moody's, the BSP's decision 

to adopt the liquidity coverage ratio (LCR) framework would strengthen the country’s banking sector.  

 Republic Act (RA) No. 10745, which will allow natural gas-fired power plants to legally use pure diesel as their alternative 

fuel in times of gas shortages, lapsed into law late last month. This law amends Section 5 of RA No. 9367, otherwise 

known as the Biofuels Act of 2006, which mandated at least 2% blend of coconut-based biodiesel as a backup fuel.  

 According to the Investment Promotion Unit (IPU) network, composed of 28 government agencies dedicated to facilitate 

and resolve investors’ concerns, state agencies have vowed to beef up their collaboration in promoting and facilitating 

investments in 2016, as the Philippines continues to improve its position as an investment destination. The IPU said that it 

is strengthening efforts to improve the business environment in the country by streamlining procedures and establishing 

close coordination among the concerned agencies on matters involving investments and investors’ issues.  

 Credit ratings agency Standard & Poor’s (S&P) and business group US-Philippines Society remain optimistic that key 

economic reforms implemented under the present Aquino administration are likely to be maintained even after a President 

Aquino steps down on June 30. In the recently held Philippine Business Investment Forum last March 3 in New York City, 

S&P sovereign debt committee chairman John Chambers said that the next set of leaders are likely to keep the reforms 

implemented by the current administration. Chambers shared S&P’s view that the Institution does not see the pending 

change in leadership disrupting the favorable credit standing of the Philippines, as Chambers believes whoever wins the 

presidential election in May is unlikely to initiate a reversal of the existing economic and business policy environment.  

 Data from the ASEAN Automotive Federation indicated that the Philippine automotive industry continues to buck the 

downward growth trend in Southeast Asia. Vehicle sales in the Philippines grew 27.6% year-on-year in January, while the 

total vehicle sales in Southeast Asia slipped 3.5% to 236, 930 units in January. Singapore was the region’s fastest-growing 

automotive market, as it grew 89.7% sales growth followed by Vietnam (+35.8% yoy) and the Philippines. Meanwhile, 

sales in Brunei (-30.9% yoy), Indonesia (-9.9% yoy), and Thailand (-13.2% yoy) declined.  

 According to Barclays, a UK-based investment bank, and ING Bank, Dutch financial giant, the Bangko Sentral ng Pilipinas 

is expected to keep interest rates unchanged during the policy rate-setting meeting this month. The Monetary Board is 

slated to hold its second policy-rate setting meeting for 2016 on March 23. The BSP has kept interest rates unchanged for 

11 straight policy-rate setting meetings since October 2014 mostly attributable to the benign inflation environment and the 

robust Philippine economic growth.  

 According to Suzanne Felix, executive director of the Chamber of Thrift Banks, major players in the Philippine thrift 

banking industry expects to sustain 20% loan growth in 2016 amid the country's economic growth and reforms being 

implemented by the Bangko Sentral ng Pilipinas. Latest data from the Bangko Sentral ng Pilipinas (BSP) showed the gross 

loans of thrift banks grew 20 percent to P687.27 billion in 2015 from P572.31 billion in 2014. Meanwhile, thrift banks 

managed to maintain a past due ratio of 4.8 percent in 2015 from 4.6 percent in 2014, amid a steady rise in lending.  

 

The week ahead (March 14 – March 19) 

 

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

continues and ahead of the Federal Open Market Committee meeting. The PSEi will likely trade between 6,800 and 7,100. Bond 

yields are expected to trade sideways ahead of key Philippine economic data releases, particularly OFW remittance data and the 

Philippine trade data. We also expect the USD/PHP pair to trade range bound with a slight downward bias as investors move ahead 

of the Federal Open Market Committee meeting.  

 


