
 

 

March 21, 2016     
Global Financial Markets 

Global equities rallied as risk-on sentiment intensified following the change in expectation of the Federal Reserve from 
four 25bps hikes to just two 25bps hikes in 2016. 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 rallied as the improvement 
in risk sentiment following the European 
Central Bank’s aggressive monetary policy 
last week was compounded by the 50bps 
downgrade in the expected level of the 
Federal Funds rate (to 0.875% by the end 
of this year) by the Federal Open Market 
Committee. This also manifested in the 
3.7% rally in Brent crude oil prices. The 
week started with a rally in risky assets 
following the rate cuts, expansion of QE, 
and revision in the TLTROs. Cautious 
trading ensued afterwards as markets 
awaited the statements from the BoJ and 
FOMC meeting later during the week. 
Markets weakened given the 2-day, 4.1% 
dip in crude oil prices, lackluster US retail 
sales, and the Bank of Japan's gloomy 
outlook on the Japanese economy. 
However, while US headline inflation 
remained weak (-0.2% MoM, +1.0% YoY), 
and while the Fed sees lower inflation 
(from 1.6% to 1.2%) and lower growth  
(from 2.4% to 2.2%) in 2016, the change 
in expectations on the pace of the rate 
hike (as reflected in the revision of the 
expected FFR to 0.875%) from four to just two 25bps hikes fueled another rally.  
 
Across the Atlantic, the story is similar. European equities rallied during the start of the week due to the bold stimulus measures 
introduced by the ECB last week. Strong Eurozone industrial output (+2.1% MoM vs. prior: -0.5%) further amplified the rally. There 
was cautious trading prior to the FOMC meeting but the rally restarted following the statements from the FOMC.  
 
Meanwhile, Asian equities narrowly strengthened as the commodities rally and slowdown in expected US rate normalization was 
offset by continually worsening Chinese economic data. Chinese industrial output grew by just 5.4% YoY in January and February 
from the 5.9% growth registered in December while retail sales leaped by just10.2% YoY (vs. mkt est: 11.0%). However, the 
statements from the chief of the China Securities Regulatory Commission regarding continuation of official support measures for the 
Chinese equities market, and from Chinese Premier Li regarding the realization of China’s economic targets fueled 3.6% rally in the 
SHCOMP and 2.6% rally in the Hang Seng Index. Japan’s Nikkei 225 Index was almost flat as concerns on the adversarial impact 
of the negative interest rates introduced in January weighed down the global risk-on sentiment. 
 
Week-on-week, the MSCI World index was up 2.87%. US equities reflected the same risk-on sentiment —the S&P Index rallied 
2.56% (-0.16% YTD) while the Dow Jones Industrial Average Index rose 2.86% (+0.32% YTD). The MSCI Europe was up 2.14% 
while the MSCI Asia-Pacific ex-Japan was up 2.85%. 
 

Global economic releases continued to be mixed through the week but still showing weak recovery in prices.   
 The Job Openings and Labor Turnover Survey revealed that job openings outpaced hiring during January, rising 4.9% 

MoM to 5.541Mn (vs. prior:  5.281Mn in December). However the number of new hires and new quits both fell to 5Mn from 

5.4Mn, and to 2.8Mn from 3.1Mn, respectively. 

 U.S. jobless claims inched up slightly last week but were below 300,000 for a 54th consecutive week. Initial claims for 

jobless benefits increased 7,000 to a seasonally adjusted 265,000 (vs. mkt est: 268k) while the four-week moving average 

moved up to 268,000. 

 The Federal Reserve held the status quo in its federal-funds rate (FFR) but slowed down expected pace of normalization, 

as the FOMC sees the FFR at 0.875% by the end of this year (-0.50% from the December projection), or two interest-rate 

increases this year compared with the expected four increases in December. FOMC downgraded economic output 

forecasts to 2.2% in 2016 (vs. prev: 2.4%), 2.1% in 2017 (vs. prev: 2.2%), and 2.0% in 2018 (vs. prev: 2.0%). Headline 

10-Mar-16 17-Mar-16 % Change

MSCI World 1,597.09 1,643.00 2.87%

MSCI Europe 112.42 114.83 2.14%

MSCI Asia-Pacific ex-Japan 399.13 410.50 2.85%

Dow Jones Industrial Average 16,995.13 17,481.49 2.86%

S&P 500 1,989.57 2,040.59 2.56%
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PCE inflation was cut from 1.6% to 1.2% in 2016, but 2017 and 2018 forecasts, as well as core PCE inflation forecasts 

were maintained. 

 While U.S. CPI fell 0.2% MoM (vs. mkt est: -0.2%; prior: 0%) but rose 1.0% YoY (vs. mkt est: +0.9%; prior: 1.4%) during 

February, core prices rose at their fastest annualized pace in almost four years at 0.3% MoM (vs. mkt est: +0.2%) and 

2.3% YoY (vs. mkt est: 2.2%). Energy costs slumped 6% MoM and 12.5% YoY but costs for many other items increased. 

 Data from the US Commerce Department showed that retail sales data contracted 0.1% in February, raising concerns on 

consumption in the US. The decline was largely attributable to lower automobile purchases and as cheaper gasoline 

undercut receipts at service stations. In the same report, the January figure was revised from a 0.2% gain down to a 0.4% 

decline for the month of January, highlighting possible risks to growth for the US economy. 

 Home-builder sentiment was flat during March, with the index of builder confidence in the market for new single-family 

homes remaining at a seasonally adjusted level of 58 (Mkt est: 59). NAHB Chairman Ed Brady remarked that builders 

continue to report shortages of land and labor. 

 Eurozone industrial output climbed 2.1% MoM (vs. mkt est: +1.75), representing the largest increase since September 

2009, from a revised 0.5% decline in December. Output YoY leapt 2.8%, which is the largest annualized gain since August 

2011. The improvement was driven mostly Germany (+2.9%). 

 Chinese aggregate financing fell from CNY3.42 trillion in January to just CNY780.2 billion ($120 billion) in February (vs. 

median forecast of CNY1.84 trillion). Meanwhile, new yuan loans slid from CNY2.51 trillion a month ago to CNY726.6 

billion (vs. mkt est.: CNY1.2 trillion).Declines were attributed to seasonality from the week-long lunar New Year holiday in 

early February. 

 Import prices continued to fall (-0.3% MoM), representing its eight consecutive monthly decline, given lower prices for 

imported fuels. Import prices fell 6.1% YoY, which is the 19th successive annualized decline but also the least since 

December 2014. Excluding fuel and food, import prices rose 0.1% MoM to post their first increase since May 2014. 

 Chinese industrial output grew by just 5.4% YoY (vs. mkt est: +5.6%) in January and February from the 5.9% growth 

registered in December. Retail sales leaped by just10.2% YoY (vs. mkt est: 11.0%), which is slower than the 11.1% during 

December. These suggest 1Q16 growth could fall toward the lower end of the government’s 6.5% to 7% 2016 target 

growth range. 

 

Global Bonds 
 
US Treasury prices rallied during the week given the downgrade in 

inflation and real rate expectations following the FOMC decision. The 

week started with cautious trading, but the mid-week decline in crude 

oil prices flattened the 2YR / 30YR curve to its lowest levels since 

2008. Given the slowdown in the Fed’s expected pace of normalization 

from four rate hikes to just two for 2016, and the revisions in the Fed’s 

inflation outlook (i.e. headline PCE inflation was cut from 1.6% to 1.2% 

in 2016, but 2017 and 2018 forecasts, as well as core PCE inflation 

forecasts were maintained), and the continued weakness in inflation print (US CPI fell 0.2% MoM but rose 1.0% YoY), the yield 

curve continued to flatten.  

 

Week-on-week, yields fell by an average of 3.95 basis points. The two-year note yield lost 6.32 basis points to close at 0.863%. 

Meanwhile, the ten-year benchmark slipped 3.65 basis points to close at 1.896%. 

 

Currencies  
 

The euro strengthened against the greenback this week after the 

overhang from the disappointment on the Draghi’s statement on the 

lack of need for further rate cuts, and weakening of the dollar from the 

risk-on sentiment given the expectations for slower US rate 

normalization. Movements were relatively muted prior to the FOMC 

decision despite the robust Eurozone industrial output print, with most 

market players choosing to stay defensive. As such, the Euro fell 

slightly by 0.61% before the announcement of FOMC decision. 

However, the Euro rallied 2.13% after Fed Chair Janet Yellen 

mentioned the 50bps decline in expected FFR 

 

Week-on-week, the EUR/USD pair gained 3.15% to close trading at the 1.1324 level.    

 

US Treasury Yield Curve

Tenor 10-Mar 17-Mar  +/- bps

3m 0.310 0.280 -3.05

6m 0.478 0.453 -2.43

2y 0.927 0.863 -6.32

5y 1.445 1.372 -7.32

10y 1.932 1.896 -3.65

30y 2.695 2.685 -0.93

Currencies 

10-Mar 17-Mar % Change

USD/PHP 46.700 46.380 -0.69%

EUR/USD 1.0978 1.1324 3.15%

GBP/USD 1.4229 1.4346 0.82%

USD/JPY 113.49 111.30 -1.93%

AUD/USD 0.7477 0.7633 2.09%

USD/CHF 0.9976 0.9697 -2.80%

EUR/CHF 1.09524 1.09818 0.27%

EUR/JPY 124.60 126.04 1.16%



 

 

The week ahead (March 21 – March 25) 

 

Next week, volumes may become thinner following the observance of the Holy Week among Christians. We expect investors to 

continue to digest the implications of the slowdown in rate normalization following the FOMC 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 equities and treasuries markets with bias to the upside given the prevailing risk-on sentiment. We also expect 

the EUR/USD pair to move sideways as markets await the release of Eurozone preliminary PMI figures for March as well as 

housing and durables goods data from the US.  



 

 

Philippine Financial Markets 
 
Local equities were up week-on-week following continued risk-on sentiment and strong foreign buying, supported by the 
dovish FOMC statement from the Fed. Yields of local fixed income fell on average as prevailing positive sentiment caused 
all asset classes to rally. The local currency strengthened against the US dollar week-on-week on the back of foreign 
currency inflows and the weakness of the greenback. 

Local Equities  
  
Local equities continued its rally week-on-week, primarily driven by the net 
foreign buying in the local market and the dovish Fed stance in their most 
recent FOMC meeting. Early during the week, gains made during the morning 
session were muted as the close as investors locked in gains ahead of the 
FOMC statement. Though the PSEi lost gains mid-week as investors awaited 
for the Fed’s decision, the market rallied during the latter half of the week as 
the Fed lowered their projections on US interest rates. This allowed the index 
to close above 7,200 and 7,300 on Thursday and Friday, respectively. The 
week also marked the first time in 2016 that foreign investors were net buyers 
on a year-to-date basis.   

Week-on-week, the PSEi gained 208.10 points, or 2.93%, closing at 7,306.74. For the week, foreigners were net buyers at Php4.35 

billion.  

 

Holding Firms: 

 San Miguel Corporation (PSE Ticker: SMC) President and COO Ramon Ang announced that the conglomerate will push 

through with its entry in the telecommunications industry despite negotiations with Telstra failing to materialize. According to 

Ang, "both SMC and Telstra worked hard to come up with an acceptable resolution to some issues", but they reached an 

agreement to no longer push through with the talks. Ang also mentioned that while SMC will consider other joint venture 

opportunities, the company is not in a rush to do so. 

 Ayala Corporation (PSE Ticker: AC) is looking to expand its ASEAN investment portfolio by evaluating potential investments 

in Indonesia. According to Paolo Borromeo, AC's Head of Strategy and Development, they are eyeing opportunities in the 

water, power, and real estate sectors. Currently, the conglomerate's investments in the region are in a Malaysian real estate 

firm and in a Vietnamese water company. 

Industrial: 

 In a disclosure to the PSE, Max's Group, Inc. (PSE Ticker: MAXS) reported net income of Php501.4 million in 2015, 

reversing the Php66.2 net loss recognized the year prior. Pro-forma sales were up 6% yoy to Php10.4 billion driven by the 

6% increase in restaurant sales despite the company's rationalization efforts. According to MAXS President and CEO Robert 

Trota, management is confident that current strategies will allow the company to sustain its growth trajectory in the coming 

years. 

 Petron Corporation (PSE Ticker: PCOR) reported a net income of Php6.3 billion in 2015, more than double the Php3 billion 

recognized the year prior. Revenues declined 25% yoy to Php360.2 billion driven by low oil prices, but favorable product mix 

allowed operating income to grow 138% to Php18.1 billion. For the first two months of 2016, the utilization rate of PCOR’s 

refinery has reached 90%, with an average run of approximately 160,000 barrels per day.   

 In a disclosure to the PSE, First Gen Corp. (PSE Ticker: FGEN) reported net income of US$167 million in 2015, 13% lower 

than the US$194 million recognized the year prior. Higher non-recurring gains in 2014 and higher expenses in 2015 

recognized by subsidiary Energy Development Corporation (PSE Ticker: EDC) caused the year-on-year decline in the 

bottom line figure, with recurring income growing 7% yoy to US$163 million. According to FGEN President Francis Giles B. 

Puno, 2015 results were below their expectations primarily due to the delay in the Avion power plant and the higher 

expenses incurred by EDC. 

Financials 

 Security Bank (PSE Ticker: SECB) signed a memorandum of agreement with 8990 Holdings, Inc. (PSE Ticker: HOUSE) to 

buy Php2 billion worth of the latter’s receivables. The transaction is expected to be finalized in April after SECB has 

conducted due diligence on the portfolio. The purchase value will be based on outstanding principal balance, with the 

receivables having a track record of at least 12 months and no past due experience in the past 12 months.   

 

 

 

11-Mar 18-Mar % Change

PSEi 7,098.64 7,306.74 2.93%

Philippine  Stock Exchange  Index



 

 

Services: 

 In a disclosure to the PSE, Globe Telecom, Inc. (PSE Ticker: GLO) announced that it had signed a Php7 billion loan with 

Land Bank of the Philippines to partially fund its capital expenditures for 2016. According to GLO, most of the amount would 

be used for data-related projects and for the modernization of its fixed line data infrastructure. The company has budgeted 

approximately US$750 million for its capital expenditures this year. 

 

Philippine Bond Market  
 
Yields of local fixed income fell on average as prevailing positive sentiment 
caused all domestic asset classes to rally. Prices of government securities 
started strongly as remnants of the agressive ECB stimulus package caused 
yields to fall. However, the continued rally from last week was halted as 
investors cashed in the previous days’ gains and as players position ahead of 
the FOMC meeting. This wait-and-see attitude prevailed over the days 
leading to the meeting and investors stayed on the sidelines. Following the 
recent FOMC meeting, prices of local fixed income resumed its rally on the 
back of positive sentiment and renewed risk-taking that brought foreign funds 
back to the local markets. As the Fed cut inflation expectations and signaled 
a more benign pace of normalization, yields fell on the short-end and the belly 
of the curve, and rose only slightly at the long-end.  
 
Yields fell by an average of 19.45 basis points for the week. The short-end 
and the belly of the curve declined by 20.06 basis points and 41.05 basis 
points, respectively. The long-end bucked the trend as it rose slightly by 0.61 
basis point.  
 
 
Philippine Peso  
 
The local currency strengthened against the US dollar week-on-week on the back of foreign currency inflows and the weakness of 

the greenback. The peso opened the week strongly as foreign funds continued to flow to local markets. But the appreciation of the 

local currency was surrendered some of its gains as investors succumbed to profit-taking and in light of the anticipation of the 

FOMC meeting. Following this slight retreat, the peso resumed its upward trajectory buoyed by foreign flows and the weakening of 

the dollar following dovish statements from the Fed that poured water on prospects of aggressive rate hikes.  

 

Week-on-week, the peso strengthened by 33 centavos, or 0.69%, to close the week at the 46.380 level. 

 

 The Bangko Sentral ng Pilipinas (BSP) now requires domestic systematically important banks (DSIBs) to submit a 

recovery plan on June 30 of this year and every March 31 as part of the Internal Capital Adequacy Assessment Process 

(ICAAP) every year following. The plan contemplates destabilizing events and/or crisis and aims not only to minimize the 

impact of a DSIB's distress or disorderly failure but also to reduce the probability of such distress or disorderly failure by 

preparing detailed steps to undertake in such a case. The plan shall be carried out during the recovery stage, or before 

reaching the point of non-viability, i.e., when the DSIB breaches the total required common equity tier 1 (CET1) capital 

and/or minimum BSP-required liquidity ratios, at the latest. Circular 904, signed on March 10, 2016, forms part of the 

implementation of the Basel 3 regime crafted by international policy makers following the global financial crisis and aims to 

strengthen the viability of banks..  

 The Bangko Sentral ng Philipinas (BSP) and Bank Negara Malaysia (BNM) signed an agreement today regarding the entry 

of Qualified ASEAN Banks (QABs) between the two countries in-line with strengthening  intra-regional trade and 

investments under the ASEAN Banking Integration Framework (ABIF), according to a media release posted on BSP’s 

website. QABs are strong and well-managed banks headquartered in ASEAN and majority owned by ASEAN nationals—

this status can be applied for by banks in their home country’s central bank. A key provision in the agreement is allowing 

up to three QABs from each jurisdiction to operate in the other country . 

 Manila Waterworks and Sewerage System (MWSS) approved the increase in rates of both Maynilad Water Services, Inc. 

and Manila Water Co., Inc. for the second quarter of 2016 by at least 15 centavos and 59 centavos, respectively. The 

concessionaires said that the rise in tariff was because of the peso depreciation that brought the adjustment in their 

Foreign Currency Differential Adjustment (FCDA). The FCDA accounts for foreign exchange losses or gains from payment 

of concession loans and foreign-currency denominated debt for service expansion and improvement. Both concessionaires 

are in arbitration procedures at the International Chamber of Commerce (ICC) regarding their business proposals for 2013 

to 2017 wherein MWSS ordered them to cut rates instead of their proposed increase.  

T enor 11-Mar 18-Mar  Change

1m 2.64 2.63 -1

3m 1.77 1.42 -35

6m 1.99 1.55 -44

1y 2.14 2.13 0

2y 3.25 3.34 9

3y 3.85 4.00 15

4y 3.86 3.33 -53

5y 4.22 3.63 -60

7y 4.47 3.81 -66

10y 4.73 4.78 5

20y 4.75 4.72 -3

25y 5.25 5.25 0

Average -19.5

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

 

 OFW remittances during January fell from USD2.47Bn to just USD2.02Bn (vs. mkt est: USD2.05Bn). Meanwhile, growth 

rate slowed down from 4.9% in December to just 3.4% (vs. mkt. est: 3.5%).  

 The Php18.99 billion Sasa Port modernization public-private partnership (PPP) project is being opposed in a petition filed 

to the Supreme Court  by Davao City local government officials, a nongovernment organization, and a group of owners of 

resorts nearby on grounds of lack of environmental permit, community consultation, and local government consent. The 

respondents are the Department of Transportation and Communications (DoTC), its secretary Joseph Emilio A. Abaya, its 

Pre-Qualification Bids and Awards Committee, and the Philippine Ports Authority. The bid scheduled on 28 March 2016 

will be participated in by bidders Asian Terminals, Inc.-DP World FZE Consortium; Bollore Africa Logistics; International 

Container Terminal Services, Inc.; and San Miguel Holdings Corp.-APM Terminals Management (Singapore) Pte Ltd. 

Consortium with contractors Hyundai Development Company and Hanjin Heavy Industries & Construction Co., Ltd.  

 The Philippine Economic Zone Authority (PEZA) and the University of the Philippines-Los Baños (UPLB) agreed to 

designate a 60-ha land as an agro-industrial park and a 10-ha parcel as an IT park within the university proper but outside 

the academic campus.  Food, agriculture and biotechnology businesses and outsourcing companies are the target of the 

economic zones. Aside from leasing, UPLB will also co-manage the zones alongside PEZA.  

 In a media release posted on its website, the Bangko Sentral ng Pilipinas announced its approval of the agricultural value 

chain financing framework with incentives for compliant financial institutions that include compliance with the agri-agra 

requirement and an additional 25% increase in the single borrower's limit for loans to the value chain. Circular 908 

addresses the associated credit risks with the agriculture and fisheries sector as the focus of lending is shifted from the 

individual to the whole value chain. The framework also provides minimum prudential expectations like the policies and 

procedures to analyze the value chain, appropriate products, innovative disbursement schemes, and anchor-firm triggered 

loan release.  

 Deficit widened  in 2015 by 66% to Php121.7 billion or 0.9% of GDP  from 0.6% but is below the target of 2% of GDP. 

Government spending rose to Php2.23 trillion or +13% YoY, but still short 13% of the target Php2.56 trillion. National 

government revenues were up 11% YoY to Php2.11 trillion but below the Php2.28-trillion target.  

 

The week ahead (March 21 – March 25) 

 

The local equities market is expected to trade with a downward bias in light of expected low volumes from the shortened trading 

week and as investors may take profits in their positions. Trading range for the week is expected to be between 7,100 and 7,400. 

Bond yields are expected to trade sideways on the shortened, data-light week. We also expect the USD/PHP pair to trade range 

bound as investors continue to digest the outcome of the FOMC meeting. The peso may continue strengthen should foreign inflows 

to the equities market continue.  

 


