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12-Mar-15 19-Mar-15 % Change

MSCI World 1,728.62 1,751.31 1.31%

MSCI Europe 134.48 136.43 1.45%

MSCI Asia-Pacific ex-Japan 474.75 483.60 1.86%

Dow Jones Industrial Average 17,895.22 18,076.19 1.01%

S&P 500 2,065.95 2,099.50 1.62%

Global Equity Performance
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Global Financial Markets 
 
Global equities managed to eke out gains on perceptions of a less-hawkish tone of the US Fed which fuelled expectations 
that the rate hike may happen later than expected. US treasuries rose after a 50-basis-point cut in 2015 average end-of-
year rate expectations of US Fed officials, which eased concerns over a possible rate hike in the near term.  The US dollar 
succumbed to profit-taking following the comments from the Federal Reserve.  
 
 
Global Equities 
 
Global equities traded sideways during 
the week amid mixed economic data 
releases over in the US, recent dollar 
strength, and weakness in oil prices, 
which prompted investors to stay on 
the sidelines ahead of the US Fed’s 
meeting at the latter part of the week. 
Ultimately, global equities managed to 
eke out gains on the back of 
perceptions of a less-hawkish tone of 
the US Fed, which fuelled expectations 
that the rate hike may happen later 
than expected.  
 
US shares ended the week higher as 
the Federal Reserve hinted of a 
gradual pace of the liftoff. Concluding a 
two-day meeting, the Federal Open 
Market Committee (FOMC) highlighted 
the need for stable inflation – medium-
term expectation of 2% – and further 
improvement in the job market as 
preconditions for raising policy rates. 
Fifteen out of 17 Fed officials said that 
they expected to start moving rates up 
this year. However, Fed officials 
substantially revised down estimates of 
how high rates will go. The average 
prediction is that the Fed’s benchmark 
rate would only reach about 0.625% by the end-2015, 50 basis points lower than the 1.125% average estimate in December. The 
average predicted rate by the end of 2016 was 1.875% (down from ~2.5% in December). The FOMC also revised down forecasts 
for growth and inflation, a development that could shape their willingness to raise rates in the months ahead. The FOMC noted that 
economic growth has “moderated somewhat.” 
 
Over in Europe, the equities market rallied due to ample liquidity and significant depreciation of the currency. Euro stocks managed 
to end higher due to optimism in some Italian companies and a less-hawkish tone of the US Fed, despite lower-than-expected 
German sentiment data released at the middle of the week.  
 
In Asia, most indices rallied after Chinese Premier Li Kequiang expressed commitment to support growth, fuelling speculations on 
further easing in the region’s largest economy. Asian markets were also lifted higher by expectations of a lower-for-longer US policy 
rates after the FOMC meeting at the latter part of the week.  
 
Week-on-week, the MSCI World edged higher by 1.31%, to close at 1,751.31. All other indices contributed to the gains, led by 
MSCI Asia-Pacific ex-Japan which soared by 1.86% to 483.60, followed by MSCI Europe which went up by 1.45% to 136.43. 
Likewise, the Dow Jones Industrial Average gained 1.01% to close at 18,076.19. 
 

Most data releases from the US painted a gloomy picture of the economy such as weak consumer sentiment, sluggish housing 
sector, and inconclusive labor data. Likewise, oil prices continued to slide on the back of higher-than-expected increase in crude oil 
supply, which continued to weigh down on inflation expectations.    
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US Treasury Yield Curve

Tenor 12-Mar 19-Mar  +/- bps

3m 0.020 0.005 -1.52

6m 0.102 0.117 1.50

2y 0.664 0.609 -5.52

5y 1.597 1.467 -12.98

10y 2.116 1.969 -14.71

30y 2.700 2.529 -17.04

Currencies 

13-Mar 20-Mar % Change

USD/PHP 44.300 44.815 -1.15%

EUR/USD 1.0496 1.0673 1.69%

GBP/USD 1.4744 1.4738 -0.04%

USD/JPY 121.40 120.90 0.41%

AUD/USD 0.7637 0.7674 0.48%

USD/CHF 1.0056 0.9896 1.62%

EUR/CHF 1.05545 1.05617 -0.07%

EUR/JPY 127.42 129.04 -1.26%

 In a report released Friday, the Paris-based International Energy Agency warned that the recent stability in oil prices may 
just be a façade and a decline in prices may be imminent in the horizon. Despite significant decline in rig counts, North 
American output has continued to remain robust. Crude inventories added 9.6 million barrels in the week ended March 13, 
more than double a forecast 3.7 million, according to the Energy Information Administration. 
 

 US consumer sentiment remained weak in February. The University of Michigan preliminary consumer sentiment index 
retreated to 91.2 from a final February reading of 95.4, which, too, was below the 11 year high of 98.1 in January.  
 

 US industrial production barely grew in February. Industrial production crept up a seasonally adjusted 0.1% MoM from a 
downwardly revised contraction of 0.3% in January. Utility output spiked 7.3% as the winter season boosted demand for 
heating. Manufacturing declined for a third consecutive month, a development the Fed attributed largely to weak demand 
for durable goods. Output for motor vehicles and parts slid 3%. 
 

 US builder confidence, a leading indicator of growth, remained weak in March. The National Association of Home Builders 
said builder confidence in the market for new single-family homes declined two points to a seasonally adjusted 53. The 
current-sales component of the NAHB index fell three points to 58. The index, measuring expectations for sales over the 
next six months, held steady at 59. A gauge of traffic from prospective buyers dropped two points to 37. 
 

 US housing starts plunged to their lowest level in a year in February, tumbling 17% to a seasonally adjusted annual pace 
of 897,000 units, the lowest level since January 2014, the Commerce Department said on Tuesday. January's starts were 
revised up to a 1.08 million-unit pace from the previously reported 1.07 million-unit rate. February's decline was likely a 
temporary setback for housing as permits for future construction rose 3 percent last month. 
 

 US labor sector data, one of the widely-monitored indicators by the Federal Reserve, remains to be inconclusive. 
According to the Labor Department, initial claims rose by 1,000 from the previous week's revised level of 290,000 to 
291,000 in the week ending March 14. The 4-week moving average, which is less volatile, was 304,750 – an increase of 
2,250 from the previous week. 
 

 US economy is still seen to grow in the near-term, albeit at a slower pace than prior expectations. The Conference Board’s 
index, a measure of the outlook for the next three to six months, climbed 0.2% for a second month. However, the gauge 
was lower compared to the past six month average of 0.5%.   

 
Global Bonds  
 

US treasuries rose for the early part of the week as underwhelming data 
releases suggested that the US Fed may continue to be patient in raising 
interest rates. At the latter part of the week, the 50-basis-point cut in 2015 
average end-of-year rate expectations of US Fed officials eased concerns 
over a possible rate hike in the near term. Week-on-week, the 2-year 
benchmark tenor closed lower by 5.52 basis points to settle at 0.609%, 
while the 5-year benchmark tenor went down by 12.98 basis points to finish 
at 1.467%.   

 

Currencies  

 

The US dollar succumbed to profit-taking following dovish comments from 
the Federal Reserve. During the week, the euro rebounded against the 
dollar, recovering from the record-low registered the prior week.  The 
EUR/USD currency pair gained 1.69% to close to 1.0673.  

 

 

The week ahead (March 23 – March 27) 
 

We expect the markets to take cue from key economic data releases 
scheduled next week, such as the US consumer price index for February 
and consumer sentiment index for March. Revisions in fourth quarter US 
GDP and inflation print will also be released. Expect mixed data releases to 
pump up volatility in the near term.   
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Philippine Financial Markets 

The local equities market consolidated on a tight range for the second straight week as the PSEi was affected by the 
movement of US stocks as well as rebalancing exercises from several indices. The local fixed income market saw little 
action ahead of last week’s Federal Open Market Committee (FOMC) meeting before ramping up activity with particular 
interest in long-tenor securities. US dollar strength remained to be the main theme driving the movement of the Philippine 
peso, causing it to inch closer to the Php45.00 level.  
 

 
Local Equities  
 
The local equities market mostly followed the movement of US stocks 
throughout the week as market players focused on the outcome of the 
Federal Open Market Committee meeting that concluded on March 18. 
Another catalyst that moved markets last week was the rebalancing of the 
Philippine Stock Exchange index and the FTSE index that took effect last 
March 16 (Monday) and March 20 (Friday), respectively. For the PSEi 
rebalancing, Index member weights were retained as EMP, SMPH, and AC 
were up-weighted while TEL was down-weighted. By the end of the week, 
the FTSE rebalancing caused some volatility as the index weights of SCC 
and MEG were increased while SMC’s index weight was lessened. The PSEi 
closed at 7,818.38, inching upwards by 0.11% from its close last March 13. 
 
In terms of foreign flows, foreigners were net buyers for the week resulting to a cumulative Php353.48 million in net inflows. 
 

Industrial 

 In a disclosure to the PSE, Petron Corporation (PSE Ticker: PCOR) reported a better than expected consolidated 
income of Php3 billion in 2014, lower than the Php5.2 billion recorded in 2013. The lower consolidated income figure 
was attributed to incurred net inventory losses of Php6.5 billion. Despite adverse conditions, combined sales from its 
Philippine and Malaysian operations rose by 6% to 86.5 million barrels compared to the 81.7 million barrels in 2013. Due 
to this, sales revenues went up by 4% to Php482.5 billion from the Php463.3 billion recorded last 2013.. 

 Manila Water Company Inc (PSE Ticker: MWC) announced that it will charge a Foreign Currency Differential Adjustment 
(FCDA) of Php0.05 per cubic meter starting 01 April 2015. The FCDA charge is based on the exchange rates of 
Php44.6044 per one US dollar and Php0.3764 per one Japanese yen. Based on the Concession Agreement between 
Manila Water and agency Metropolitan Waterworks and Sewerage System (MWSS), the FCDA is a tariff mechanism 
formulated to account for foreign exchange losses or gains due to concession loans and foreign-currency denominated 
borrowings of the MWSS paid by MWC, including loans for service expansion and services improvement availed by 
MWC. 

 According to Manila Electric Company (PSE Ticke: MER), power bills are expected to balloon in the months of April and 
May as a result of the Malampaya natural gas platform shutdown, which prompted three key power plants to use more 
expensive fuel. Shell Philippines Exploration B.V. (SPEX), the operator of Malampaya, scheduled the one-month 
shutdown starting last Sunday to take advantage of the dry weather to speed up the maintenance and installation of a 
second platform. The schedule shutdown will cover 10 days in March and 20 days in April. Three key power plants that 
account for 40% of the Luzon grid’s supply were affected by the shutdown, including Sta. Rita and San Lorenzo natural 
gas plants of First Gen Corporation (PSE Ticker: FGEN), and the Ilijan natural gas plant of San Miguel Corporation (PSE 
Ticker: SMC). 

Services 

 Lopez-led media company ABS-CBN Corporation (PSE Ticker: ABS) recorded flat earnings in 2014 at Php2.0 billion, 
largely unchanged from the Php2.02 billion generated the prior year despite the higher base due to election-related 
income in 2013. Revenues were likewise flat at Php33.5 billion in 2014 versus Php33.3 billion in 2013. Management 
attributed the strong performance to its TV and Studio businesses and its cost management initiatives (i.e., 4.3% 
reduction in production costs). ABS also reported that it gained 2 percentage points in its national total day audience 
share to 44% last year compared to 42% in 2013 

 In a disclosure to the Philippine Stock Exchange, Bloomberry Resorts Corporation (PSE Ticker: BLOOM), owner and 
operator of Solaire Resorts & Casino, reported that 2014 total  revenues reached an all-time-high of Php24.12 billion, 
almost double that of 2013's Php12.34 billion. Total expenses only grew by 31% to Php17.64 billion as BLOOM was 
able to benefit from operational efficiencies.  As a result of significant revenue growth and effective cost reduction 
practices, earnings before interest, depreciation, and amortization (EBITDA) ballooned by 802% to Php10.08 billion from 

13-Mar 20-Mar % Change

PSEi 7,809.54 7,818.38 0.11%

Philippine  Stock Exchange  Index
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Php1.12 billion the prior year. BLOOM's was able to generate net profits of Php4.07 billion, a significant turnaround from 
the Php1.315 billion net loss it incurred last 2013 

Property 

 Ayala Land Inc. (PSE Ticker: ALI) launched its Php25-billion newest mixed-use project located north of Metro Manila. 
“Cloverleaf” development is comprised of an 11-hectare land along EDSA and A. Bonifacio Avenue in the cities of 
Caloocan and Quezon, leading to the North Luzon Expressway (NLEX). The Ayala-led property giant plans to develop 
the project over a ten-year period after completing its ongoing developments such as the Bonifacio Global City and 
Nuvali. Residential developments will take up at least a third of the project, while the remaining two-thirds will be 
devoted to retail and commercial shops. 

Holding Firms 

 GT Capital Holdings, Inc. (PSE Ticker: GTCAP) will be issuing 174.30 million voting preferred shares with a par value of 
10 centavos per share to its existing shareholders next month. The preferred shares are non-cumulative, non-
participating, non-convertible and redeemable. Shareholders as of March 25 will be entitled to subscribe for a voting 
preferred share which is valued at 10 centavos each. Proceeds, according to the company, will be used for general 
corporate purposes.. 

 In a disclosure to the Philippine Stock Exchange, Apo Agua Infrastructure, Inc., a joint venture between Aboitiz Equity 
Ventures, Inc. (PSE Ticker: AEV) and J.V. Angeles Construction Corp., signed a contractual joint venture agreement 
and bulk water purchase agreement with Davao City Water District (DCWD). In accordance with the agreement, Apo 
Agua will supply treated bulk water of up to 300 million liters a day to DCWD from a facility that will be powered by a 
hydroelectric power plant.. 

 San Miguel Corporation (PSE Ticker: SMC) initiated an offer to buy back approximately half of the US$800 million notes 

raised in the international market last 2013. According to the statement, the move was in order to comply with the 

Company's policy to actively manage its balance sheet liabilities and to incur a lower running cost of debt. The offer to 

purchase up to US$400 million worth of notes will last until April 1, unless extended by SMC. The Company will 

determine the offer price via modified Dutch auction at between 92.5% and 95.0% of the nominal amount of the notes. 

Furthermore, SMC will increase the price of the notes that are validly tendered for purchase by March 26 by 1.25%, 

unless extended by the Company.   

Holding Firms 
 

 GT Capital Holdings, Inc. (PSE Ticker: GTCAP) will be issuing 174.30 million voting preferred shares with a par value of 
In a disclosure to the Philippine Stock Exchange, BDO Unibank, Inc. (PSE Ticker: BDO) is set to issue another tranche 
of up to Php5 billion Long-Term Negotiable Certificates of Deposit (LTNCD). This follows BDO's last issuance of 
LTNCD's last December 2013 and is part of the Unibank's effort to lengthen the maturity of funding sources and support 
growth objectives. The LTNCD's to be issued will have a term of five and a half years with interest to be paid quarterly in 
arrears. The minimum investment is Php100,000 with increments of Php50,000. The offer period is scheduled from 
March 16 to 27, with the issue date on April 6, 2015. The indicative price will be finalized at the end of the offer period. 

 

Philippine Bond Market  
 
For the second consecutive week, local fixed income players saw local 
yields follow the trend of its foreign counterparts as market participants 
adopted defensive positions ahead of the FOMC meeting last week. 
Market action was muted at the start of the week before developments 
from the meeting were released, after which, action started to ramp up as 
long-tenor securities as well as the newly auctioned  seven-year notes 
were traded. Towards the end of the week, market action tamed once 
again as investors looked for further cues as to where the market is 
headed.  
 
The Bureau of the Treasury offered Php25 billion worth of 7-year paper in 

an auction concluded last March 20. The bonds were fully awarded at an 

average yield of 3.458%, lower than the 3.501% recoded during the 

December 9, 2014 auction. The government received bids totaling 

T enor 13-Mar 20-Mar  Change

1m 2.41 2.36 -4.78

3m 1.93 2.40 47.05

6m 2.21 2.58 37.50

1y 2.44 2.67 22.73

2y 3.09 3.22 12.27

3y 3.52 3.46 -5.64

4y 3.71 3.60 -10.69

5y 3.84 3.86 2.50

7y 3.88 3.88 0.68

10y 4.06 4.06 0.23

20y 4.95 4.96 1.37

25y 4.68 4.71 2.73

Average 8.83

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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Php35.30 billion, almost one and a half times larger than the offered amount. 

Yields rose by an average of 8.83 basis points across the length of the curve with the short- and long-end of the curve rising by 

25.63 and 1.44 basis points, respectively. The belly on the other hand marginally dropped by 0.18 of a basis point. 

 
 

Philippine Peso 
 

The Philippine peso continued to weaken against the greenback week-on-week to close at USD/PHP44.815 as US dollar strength 
was evident among its Asian peers. This is on the back of perceptions of a less-hawkish statement released by the FOMC during its 
March meeting that was concluded last March 18. 
  
Remittances sent home by overseas Filipino workers (OFWs) stayed flat in January. According to the Bangko Sentral ng Pilipinas 
(BSP), OFW remittances registered at US$1.814 billion in January, largely flat from the prior year’s US$1.804 billion. Year-on-year 
expansion in January of 0.05% compare dismally to the 6.6% growth posted December of last year. Month-on-month, January 
remittances sharply declined by more than 20%. 
 
According to the Bangko Sentral ng Pilipinas (BSP), universal and commercial banks’ capital adequacy, which refers to the capital 

buffer against losses from non-performing assets, improved for the third quarter of 2014. BSP reported that the big banks’ capital 

adequacy ratio (CAR) increased on both solo and consolidated bases for the third quarter last year compared to the prior quarter, or 

higher from 15.94% to 16.32% on a solo basis and from 16.66% to 16.99% on a consolidated basis. BSP attributed the increase in 

CAR to the capital-raising efforts of domestic banks and capital infusions by foreign lenders into their local counterparts. Also, the 

adoption of a more stringent capital standard under Basel 3 last year resulted to better capital adequacy of local banks.  

The Department of Trade and Industry (DTI) anticipates slower exports growth due to weak currencies in major markets. According 

to DTI Secretary Gregory Domingo, exports may grow at a slower pace than initially expected due to the significant depreciation of 

the euro and yen. Weakness of the euro and yen may weigh down on profit margins of exporters to Europe and Japan. Latest 

government data showed that Japan was the Philippines’ top export destination with 20% share, while Europe accounted for 

11%.The DTI forecasted 10% exports growth this year, compared to 9% this year. However, January exports contracted by less 

than a percent 

The country’s foreign exchange surplus nearly tripled in February on the back of robust “hot money” inflows into local equities. 

Based on the data released by the Bangko Sentral ng Pilipinas (BSP), Philippines’ balance of payments (BOP) surplus registered at 

US$985 million in February, 185.5% higher than the US$345 million recorded for the same month last year. The significant increase 

was mainly buoyed by foreign participation in the top-up equity placements of two conglomerates, namely Metro Pacific Investments 

Corporation (PSE Ticker: MPI) and GT Capital Holdings Inc. (PSE Ticker: GTCAP). Year-to-date, forex surplus tallied at US$1.12 

billion, a reversal of the US$4.14 billion deficit the prior year. The BOP tallies the country’s economic transactions with other 

economies, with a surplus signifying that receipts of foreign exchange more than offset payments 

 
The week ahead (March 23 – March 27)  
  
We expect the local equities market to continue to consolidate and move on a tight range next week. In our view, the PSEi wil l trade 
within a tight range of 7,800 to 7,950 for the week, with a neutral bias. Catalysts for the week remain to be corporate earnings 
releases and any movement in US equities. 
 
For the local fixed income market, we expect market players to take their cue from the release of the US inflation figure.  
 
Events overseas will continue to dictate the direction of the local currency. Expect the US dollar to continue to strengthen on the 
back of economic news that are set to come out next week. 
 

 


