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Global Financial Markets 
 
Global equities ended lower during the week as escalating tensions in the Middle East and weak earnings outlook weighed 
by the strong dollar provided a reason to cash in on gains made year-to-date. US treasuries, on the other hand, declined 
as investors took caution in increasing positions amid mixed data releases. The US dollar meanwhile continued to 
depreciate against major currencies on hopes that the US liftoff will be pushed forward to end 2015.    
 
 
Global Equities 
 
Global equities traded in the negative 
territory as expensive valuation 
prompted profit-taking and amid 
positive data releases that increased 
the possibility of an earlier liftoff. 
Negative developments across the 
globe and weak earnings outlook 
sparked a long overdue market 
correction in the equities market. 
Earlier in the month, US bourses 
marked its 6th year winning streak as 
financial markets were awash with 
liquidity underpinned by ultra-
accommodative central banks.   
 
Over in the Middle East, Saudi Arabia 
launched more air strikes on Friday 
against targets in the Yemeni capital 
of Sanaa. Worries over the possible 
impact of the geopolitical tensions on 
the Bab el-Mandeb Strait, the closure 
of which could affect 3.8 million 
barrels per day (bpd) of crude and 
product flows, put oil prices on track 
for weekly gains. This recent 
development has sparked a renewed 
rebound in oil prices and if it continues 
may trigger a reversal in the course of 
global oil prices. 
 
European equities suffered the most 
in the week as the weak sentiment 
spilled over the European markets. 
Furthermore, the recent strength 
faded hopes of strong earnings of 
companies in the region. Strong German data failed to lift spirits as investors focused on the lingering concerns over Greece. 
 
In Asia, the benchmark index erased all of the gains generated in the first four days of the week as the weakness in the US dollar 
weigh on the region’s exports.   
 
Week-on-week, the MSCI World closed lower by 0.37%, to finish at 1,744.90. European equities took the brunt of the selloff, 
shedding 1.52% to 134.36. US equities equally took a hit with the Dow Jones Industrial Average Index giving away 1.34%, while the 
S&P 500 shaved off 1.35%. The MSCI Asia-Pacific ex-Japan fell 0.03% to 17,718.54. 
 

US data releases in the past week were mostly positive. Gains were seen in the labor market and service and housing sectors. The 
pick-up in monthly inflation likewise supported an economic recovery.  On the other hand, 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.    

 

 U.S. home re-sales rebounded modestly in February against the backdrop of a persistent shortage of properties on the 
market, a trend that could undermine the spring selling season. The National Association of Realtors said on Monday that 
existing home sales rose 1.2% to an annual rate of 4.88 million units, failing to reverse January's 4.9% plunge. 
 

19-Mar-15 26-Mar-15 % Change

MSCI World 1,751.31 1,744.90 -0.37%

MSCI Europe 136.43 134.36 -1.52%

MSCI Asia-Pacific ex-Japan 483.60 483.45 -0.03%

Dow Jones Industrial Average 17,959.03 17,718.54 -1.34%

S&P 500 2,089.27 2,061.05 -1.35%

Global Equity Performance
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 Consumer prices started to pick up in February, reflecting a rebound in oil prices. The U.S. consumer-price index climbed 
a seasonally adjusted 0.2% month-on-month in February. In the 12 months through February, the CPI was unchanged 
after slipping 0.1% in January. Core CPI, which strips out food and energy costs, increased 0.2% in February after a 
similar gain in January. Year-on-year, core CPI rose 1.7%, the largest increase since November.  
 

 Demand for housing has resumed strongly in February. Sales of newly built single-family homes increased 7.8% from a 

month earlier to a seasonally adjusted annual rate of 539,000, registering its highest pace of growth since February 2008. 

Figures for the prior month were revised up to a rate of 500,000 from an initial estimate of 481,000. 

 
 Weakness durable goods orders for the month of February casted doubt on the sustainability of the country’s economic 

recovery. Orders for durable goods dropped a seasonally adjusted 1.4% MoM from a downwardly revised increase of 2% 

in January. Excluding the volatile transportation sector, orders were still lower, down 0.4%, the fifth consecutive monthly 

decline, from a downwardly revised drop of 0.7% in January. 

 
 The volatile measure of job market performance showed improvement last week. Initial jobless claims dropped 9,000 to a 

seasonally adjusted 282,000 in the week ended March 21. The four-week moving average for claims declined 7,750 to 
297,000. The number of people filing continuing claims for unemployment benefits dipped 6,000 to 2.416 million for the 
week ended March 14. 
 

 The U.S. service sector posted its sharpest increase in activity for six months during March. Markit’s "flash" Purchasing 
Managers Index for the service sector rose to 58.6, the highest reading since September, from 57.1 in February. 

 
Global Bonds  
 

US treasuries succumbed to profit-taking following its recent rally 
buoyed by expectations of a protracted normalization of policy rates in 
the US. Furthermore, the tepid demand for the 5-year and 7-year notes 
auction last week served to dampen sentiment and pushed bids higher. 
Week-on-week, the 10-year benchmark tenor increased by 2.09 basis 
points to settle at 1.989%, while the 30-year benchmark tenor climbed 
by 5.07 basis points to finish at 2.580%.   

 

The Treasury Department auctioned US$35 billion in five-year notes at 
a high yield of 1.387%. The bid-to-cover ratio, an indicator of demand, was 2.35, lower from a recent average of 2.63. This auction's 
bid-to-cover ratio was also the weakest since July 2009, resulting in the issue to sell at higher-than-expected yield. 

 

A US$29 billion seven-year Treasury note auction received lackluster demand on Thursday, pushing the closing yield higher than 
the market's expectations. The auction fetched an average yield of 1.792%, 1.3 basis points above the 1.779% expected. 

 

Currencies  
 

Weakness in the US dollar persisted as economic data releases in the 
country remained to be inconclusive, diminishing chances of a June rate 
hike. The euro likewise gained ground against the dollar for most of the 
week. However, resurging concerns over Greece prompted profit-taking 
as the currency topped 1.1000 mid-week. The US dollar depreciated 
against most of the currencies monitored, with the Swiss franc 
registering the largest gain of 0.83% week-on-week. However, the 
EUR/USD currency pair ended marginally lower by 0.05% to close to 
1.0816.  

 

 

The week ahead (March 30 – April 3) 
 

We expect increased volatility as the geopolitical tensions in the Middle East unfolds. In the US, the widely-monitored non-farm 
payrolls and unemployment data will be the focus for the week. Trading is expected to be light as uncertainty abound ahead of the 
data release and lingering concerns over the Middle East.   

US Treasury Yield Curve

Tenor 19-Mar 26-Mar  +/- bps

3m 0.005 0.025 2.02

6m 0.117 0.127 1.05

2y 0.609 0.610 0.10

5y 1.467 1.458 -0.91

10y 1.969 1.989 2.09

30y 2.529 2.580 5.07

Currencies 

20-Mar 27-Mar % Change

USD/PHP 44.815 44.760 0.12%

EUR/USD 1.0821 1.0816 -0.05%

GBP/USD 1.4949 1.4852 -0.65%

USD/JPY 120.04 119.36 0.57%

AUD/USD 0.7775 0.7793 0.23%

USD/CHF 0.9752 0.9672 0.83%

EUR/CHF 1.05518 1.04616 0.86%

EUR/JPY 129.9 129.1 0.62%
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Philippine Financial Markets 

The local equities market started the week at a slow pace; initially consolidating at the first half of the week before moving 
up to record a new high by the end of the week. Local fixed income players saw little action during most of the week as all 
eyes focused on the Bangko Sentral ng Pilipinas Monetary Board meeting and the Bureau of the Treasury’s release of the 
second quarter auction schedule. The Philippine peso partially strengthened against the US dollar week-on-week despite 
improving economic data from the US and geopolitical turmoil in the Middle East. 
 

 
Local Equities  
 
The local equities market started the week at a slow pace; initially 
consolidating at the first half of the week before moving up to record a new 
high by the end of the week. The lack of fresh market developments left 
market participants at the mercy of flow driven trading. Flows were funnelled 
into index heavyweights such as Ayala Corporation (PSE Ticker: AC), Globe 
Telecom, Inc. (PSE Ticker: GLO) and banking names like Bank of the 
Philippine Islands (PSE Ticker: BPI), BDO Unibank, Inc. (PSE Ticker: BDO), 
and Metropolitan Bank and Trust Co. (PSE Ticker: MBT). The PSEi recorded 
another all-time high as the PSEi closed at 7,877.96, inching upwards by 
0.76% from its close last March 20. 
 
In terms of foreign flows, foreigners were net buyers for the week resulting to a cumulative Php3,096 million in net inflows. 
 

Industrial 

 Robinsons Retail Holdings Inc. (PSE Ticker: RRHI) reported net income at Php3.56 billion, or 29.5% higher than 
Php2.75 billion in 2013. Store expansions, sustained same-store sales growth and margin improvements drove the 
increase in net earnings. Core income, which excludes interest income and other non-recurring items, grew by 18% to 
Php3.42 billion last year compared to Php2.9 billion in 2013. Consolidated revenues from RRHI’s diverse retail formats 
came in at Php80.4 billion, the highest recorded level in the company’s history. Management attributed the strong topline 
growth to the sales contribution of 263 new stores in 2014 and the 152 stores opened the prior year. 

 In a disclosure to the Philippine Stock Exchange, SSI Group, Inc. (PSE Ticker: PSE) announced that it was able to 
record unaudited net income worth Php998.7 million for 2014, representing a growth of 63% from the Php613.7 million 
the previous year. The strong growth in revenues was driven by the Company’s store expansion efforts that resulted in 
an additional 36%, or 35,500 square meters of retail space. In terms of unaudited revenues, SSI recorded an increase of 
19% to Php15.2 billion , while its EBITDA grew 88% on a year-on-year basis to Php2.9 billion. 

Services 

 Manila Electric Company (PSE Ticker: MER) applied for approval of an additional 100,000 prepaid electricity meters 
from the Energy Regulatory Commission (ERC) even as the energy regulator has yet to release its approval for MER’s 
initial application of 40,000 electric meters. The total 140,000 meters, once approved, will cover Metro Manila. According 
to MER Senior Vice-President Alfredo S. Panlilio, the ERC may give out its approval some time during the middle of the 
year. Once approval is obtained, MER is set to roll-out the prepaid meters by June or by the end of the year at the latest. 

 Gokongwei-led low cost carrier Cebu Air Inc. (PSE Ticker: CEB) reported strong growth in its earnings last year. CEB 
generated earnings of Php853.5 million in 2014, or 67% higher than the Php511.95 recorded the prior year. The strong 
performance was driven by a 27% increase in passenger revenues to Php52 billion, which comprise 77% of total 
revenues. Likewise, cargo revenues which comprise 6% of total revenues also grew at a healthy pace, or 20.6% higher 
than the previous year. Lower jet fuel prices also provided upward support on the bottom line. 

Property 

 Megaworld Corporation (PSE Ticker: MEG) posted a net income of Php21.6 billion in 2014, 139% larger than its net 
income figure the prior year. Removing non-recurring items, net income came in at Php9.4 billion, a 14% increase 
compared to 2013. Income growth was driven by real estate sales as well as rental income. Consolidated revenues 
posted a 15% gain to Php41 billion as real estate sales growth came in at 16%, contributing Php24.6 billion while rental 
income grew by 17% to Php7 billion. Moving forward, the Company aims to maintain similar growth momentum, 
achieving double-digit net income growth on a yearly basis on the back of a stronger township portfolio. 

Holding Firms 

 LT Group Inc. (PSE Ticker: LTG), the listed holding firm of tycoon Lucio Tan, recorded a significant drop in 2014 net 
income by more than 40%. LTG generated earnings of Php6.154 billion last year, down from the Php11.475 billion 

20-Mar 27-Mar % Change

PSEi 7,818.38 7,877.96 0.76%

Philippine  Stock Exchange  Index
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registered the prior year. Its banking segment, Philippine National Bank (PSE Ticker: PNB), drove the slump in earnings 
as it accounted for the lion’s share in earnings at 47%. Banking revenues dropped by 14.9% to Php24.6 billion due to 
the lack of trading gains. Also, LTG’s tobacco business also recorded substantial cut in earnings at Php99 million in 
2014, a far cry from the Php3.9 billion generated in 2013. LTG attributed the weak financial performance of its tobacco 
segment to the illicit trade in cigarettes. 

 Sy-led conglomerate SM Investments Corporation (PSE Ticker: SM) announced the buy-back of its dollar-denominated 
convertible bonds maturing 2017 with coupon of 1.625%. SM will be exercising its option to redeem the remaining 
outstanding debt of the original US$250 million worth of convertible bonds issued last February 13, 2012. The company 
intends to redeem all outstanding bonds on April 19, 2015 at a redemption price equal to approximately 104.127% of the 
principal amount plus accrued and unpaid interest until February 15, 2015. For debt-holders who do not intend to have 
their bond holdings redeemed, SM allowed for common stock conversion until April 9, 2015 at a conversion price of 
Php624.625 per share at the time of announcement of early redemption.. 

 GT Capital Holdings Inc. (PSE Ticker: GTCAP) generated Php9.2 billion in earnings in 2014, or 6% higher than the 
Php8.6 billion the prior year on the back of growth in its auto, power and real estate segments. Revenues soared 35% to 
Php143.1 billion from Php105.7 billion in 2013. GTCAP’s auto business, through joint venture Toyota Motor Philippines 
Corporation (TMPC), posted 71% increase in net income to Php7.3 billion from Php4.3 billion in 2013 due to higher car 
sales volumes. Meanwhile, Global Business Power Corporation (GBPC) reported earnings at Php2.3 billion, which was 
up 18% due to higher sales of bilateral contracts. Its real estate arm, Federal Land Inc., likewise posted healthy growth 
in net profit at 48% to Php1.5 billion on the back of higher real estate sales and rental income. 

 

Financials 

  Security Bank (PSE Ticker: SECB) appointed Bank of the Philippine Islands (PSE Ticker: BPI) head of Corporate Clients 
Group as its new CEO, in congruent to its commitment to expand its consumer finance business. Alfonso L. Salcedo 
boasts of a 30-year career in retail banking, most of it spent with BPI. He also served as the president of BPI Family 
Savings Bank for six years before his current post. SECB announced that its incumbent CEO Alberto S. Villarosa will 
soon become chairman to succeed Frederick Y. Dy, who will undertake the role of chairman emeritus 

 In a statement, Shinhan Bank announced that it has obtained approval from the Bankgo Sentral ng Pilipinas (BSP) and 
is planning to open their first branch here in Manila. The Korean bank is the second bank, following Japan’s Sumitomo 
Mitsui Corporation, to get permission from the BSP to set-up a local branch here after last year’s liberalization of foreign 
ownership restrictions in the banking industry. According to Shinhan Bank, it aims to open their first branch by 
September after the completion of the initial set-up of its systems. 

 

Philippine Bond Market  

 
Local fixed income players saw local yields flat-line during most of the 
week as all eyes focus on the Bangko Sentral ng Pilipinas Monetary Board 
meeting held last March 26 and the Bureau of the Treasury’s release of the 
second quarter auction schedule done on March 27.   
 
The Bangko Sentral ng Pilipinas (BSP) kept its policy rates unchanged for 

the fourth straight meeting, in line with market expectations. Overnight 

reverse repo rate remained at 4.00% while the Special Deposit Account 

(SDA) rate stayed at 2.50%. However, the BSP downwardly revised its 

average inflation forecast for this year from 2.3% to 2.2% and kept it at 

2.5% for 2016. This was in line with the headline inflation target of 2% to 

4% for the policy period 2015 to 2018.  

Yields inched upward by an average of 0.09 of a basis point across the 

length of the curve with the short-end and belly of the curve declining by -

1.71 and 1.18 basis points, respectively. The long-end of the curve on the 

other hand increased by 4.62 of a basis points 

 

Philippine Peso 
The Philippine peso partially strengthened against the US dollar week-on-week to close at USD/PHP44.760 despite improving 
economic data from the US and geopolitical turmoil in the Middle East. Market players ignored improving US inflation and init ial 
jobless claims in favour of strong Philippine fundamentals.  

T enor 20-Mar 27-Mar  Change

1m 2.36 2.42 5.23

3m 2.40 2.28 -11.37

6m 2.58 2.57 -1.14

1y 2.67 2.67 0.45

2y 3.22 3.21 -0.45

3y 3.46 3.39 -7.05

4y 3.60 3.59 -1.59

5y 3.86 3.84 -2.50

7y 3.88 3.94 5.68

10y 4.06 4.12 5.45

20y 4.96 5.02 5.45

25y 4.71 4.74 2.95

Average 0.09

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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According to the National Economic and Development Authority (NEDA), merchandise imports dropped by 14.2% in January as 

payments for mineral fuels and lubricants, capital, and consumer goods decreased in the period. Figures from the Philippine 

Statistics Authority (NSA) showed that total import payments dipped to US$5.1 billion in January 2014 versus the US$6.0 billion 

recorded from the prior period. According to Economic Planning Secretary Arsenio M. Balisacan, lower oil prices are the primary 

cause as to why the imports bill declined for January. 

 
The week ahead (March 30 – April 1)  
  
We expect the local equities market to be more volatile in the coming week on the back of a shortened work week as well as quarter 
end portfolio rebalancing activities. In our view, the PSEi will trade within a tight range of 7,820 to 7,950 for the week, with an 
upward bias.  
 
For the local fixed income market, we expect market players to focus on the release of US non-farm payrolls and unemployment 
data.   
 
Events overseas will continue to dictate the direction of the local currency, particularly developments in the Fed as well as 
geopolitical tensions in the Middle East.  
 

 


