
 

 

April 4, 2016     
Global Financial Markets 

Global equities continued to rally as risk-on sentiment was sustained following the dovish comments from US Fed Chair 
Janet Yellen’s most recent speech. US Treasury prices gained ground amid Janet Yellen’s statements in her speech at the 
Economic Club of New York last Tuesday. Given Yellen’s statements and following encouraging Eurozone credit data, the 
Euro strengthened relative to the Dollar. 
  

Global Equities 
 

Global equities rallied mainly as 
investors reacted positively to US Fed 
Chair Janet Yellen’s latest speech to 
the New York Economic Club, during 
which she said that the FOMC should 
be cautious in adjusting policy rates and 
that the recent uptick in US inflation is a 
result of temporary factors. While US 
markets were closed in observance of 
the Good Friday holiday, equities ended 
mixed as market players stayed on the 
sidelines ahead of Yellen’s speech and 
domestic labor data releases. Dovish 
comments from the Fed Chair caused 
the markets to rally during the middle of 
the week, with the gains sustained due 
to the positive March private payroll 
report from ADP. By the end of the 
week, investors locked in gains ahead 
of the non-farm payrolls report, causing 
the markets to dip. 
 
On the other hand, European equities 
were closed for two days in observance 
of the Good Friday and Easter Monday 
holidays. The strong February 
Eurozone loan growth figure allowed 
the market to rally after the holidays, with further support from the cautious stance of Yellen on future US rate hikes. Investors took 
profits by the end of the week, with concerns on the euro strength further weighing down on sentiment.  
 
Meanwhile, Asian equities started the week strong led by the rally in Chinese stocks as most local bourses were closed for the 
holidays. Markets retreated in the middle of the week as investors factored in hawkish statements from various Fed officials during 
the prior week, with expectations that Fed Chair Yellen would re-iterate the same views. Unexpectedly dovish comments from the 
Fed Chair allowed equities to rally, with month- and quarter-end re-balancing providing further support.  
 
Week-on-week, the MSCI World index was up 1.60%, with MSCI Asia Pacific ex-Japan rising the most for the week (+2.16%) as 
MSCI Europe gained +0.69%. US equities reflected the same risk-on sentiment —the S&P Index rallied 1.38% week-on-week while 
the Dow Jones Industrial Average Index rose 1.15%. 
 
Global economic releases continued to be mixed through the week, indicating continued strength in the US labor and housing 
markets, but still showing weak domestic demand.   

 According to St. Louis Fed President James Bullard, the FOMC should be prepared to hike rates at every policy meeting 

and decide based on the data available. Bullard commented that should the labor data continue to be strong, then a move 

as early as April should be warranted.  

 New U.S. single-family home sales recovered during February, rising 2% MoM (mkt est: +3.2%) to an annualized pace of 

512,000 (mkt est: 510k). Sales were driven by a 38.5% increase in the West area, offseting the 32.7% dip seen in January. 

 Reports from the US Commerce Department showed that consumer spending barely grew during the month of February. 

Consumer spending crept up 0.1% from a downwardly revised increase of 0.1% in January (previously: +0.5%). Real 

consumer spending rose 0.2% in February from a downwardly revised 0% in January (previously: +0.4%). Meanwhile, 

incomes have been rising, but Americans seem to be saving rather than spending. The personal income came in slightly 

higher than expected at 0.2% versus market expectation of +0.1%. The personal-saving rate increased to 5.4%, matching 

its highest level since the end of 2012. The report also showed that low energy prices continue to depress inflation. The 

personal consumption expenditures price index tumbled 0.1% month-on-month but rose 1% year-on-year. 

 According to US Federal Reserve Chair Janet Yellen, the FOMC should be cautious in adjusting policy rates given the 

risks to growth. Yellen re-iterated her stance that the recent uptick in inflation is a result of temporary factors rather than a 

24-Mar-16 31-Mar-16 % Change

MSCI World 1,622.21 1,648.12 1.60%

MSCI Europe 112.84 113.62 0.69%

MSCI Asia-Pacific ex-Japan 408.30 417.11 2.16%

Dow Jones Industrial Average 17,515.73 17,716.66 1.15%

S&P 500 2,035.94 2,063.95 1.38%
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sustained improvement in economic activity. However, Yellen also commented that the downside risks to the US economy 

as a result of global developments would be limited. 

 The national S&P/Case-Shiller Home Price Index rose 5.43% YoY in January, an improvement from December 2015’s 

+5.3% YoY growth, implying that U.S. single-family home prices continued to rise during January. The S&P/Case-Shiller 

10-city composite home index increased 5.1% YoY and the S&P/Case Shiller 20-city composite index gained 5.75%, 

slightly better than consensus estimates of 5.73%.  

 Data from the Automatic Data Processing Inc. (ADP) and Moody’s Analytics showed that U.S. private employers continued 

to hire at a solid pace in March. Private payrolls rose 200,000, better than consensus estimates of 195,000. Service 

providers added 191,000 jobs while manufacturers hired just 3,000 workers. Meanwhile, small businesses hired 86,000. 

 According to US Chicago Fed President Charles Evans, increased global risks hinder the central bank from moving 

forward with additional rate hikes. Evans said that “the threshold for having confidence that inflation is sustainably moving 

up towards our 2% inflation target is pretty high” and that reaching the target by April would be a surprise. Evans re-

iterated the Fed’s forecast of two rate hikes for the year. 

 According to Atlanta Fed President Dennis Lockhart, the central bank could hike rates as many as three times this year. 

However, he stopped short of saying that a quicker pace of rate hikes is needed. He added that even with good data, it 

would not be mandatory for the Fed to move in April.  

 

Global Bonds 
 

US Treasury prices rallied during the week following Federal Reserve 

Chairwoman Janet Yellen’s dovish commentary as she spoke to the 

Economic Club of New York. The week started with cautious trading, ahead 

of the aforementioned commentary and following the long weekend in 

observance of the Good Friday holiday in the US. Mid-week, US Treasuries 

rallied after Yellen said that the Federal Reserve should proceed with caution 

in adjusting policy rates, recognizing the changes in global financial and 

economic conditions currently. Markets continued to price in the dovish 

statement by Yellen for most of the week before paring gains following the 

positive Automated Data Processing, Inc. payroll report and ahead of key labor data releases—particularly the US non-farm payroll 

report.  

 

Week-on-week, yields fell by an average of 11.11 basis points. The two-year note yield lost 14.78 basis points to close at 0.721%. 

Meanwhile, the ten-year benchmark slipped 13.13 basis points to close at 1.769%. 

 

Currencies  
 

The euro strengthened against the greenback this week after the more 

dovish than expected commentary by Janet Yellen and positive economic 

data releases in Europe. The greenback started the week strong as market 

players took profits following the Euro’s rally last week and as European 

markets were closed in observance of the Easter holiday. However, the tide 

quickly turned mid-week as market players priced in Janet Yellen’s dovish 

commentary in the Economic Club of New York and following encouraging 

data that the Eurozone credit growth climbed to its highest level since 2011.  

 

Week-on-week, the EUR/USD pair gained 1.88% to close trading at the 

1.1378 level.    

 

The week ahead (April 4 – April 8) 

 

For the early part of next week, we expect investors to factor in labor data releases in the US, particularly the March non-farm 

payroll and the March unemployment rate. Risk-on sentiment may persist should the data beat expectations, further supporting 

global equities markets. We also anticipate that investors would closely monitor upcoming economic data releases globally and 

movements in commodity prices. As such, we expect range-bound trading in the treasuries markets with bias in yields to the upside 

given current relatively high valuations of US Treasuries. We also expect the EUR/USD pair to move sideways as markets await the 

release of key employment data in the US and manufacturing data in China.  

Currencies 

24-Mar 31-Mar % Change

USD/PHP 46.400 46.070 -0.71%

EUR/USD 1.1168 1.1378 1.88%

GBP/USD 1.4138 1.4404 1.88%

USD/JPY 112.63 112.35 -0.25%

AUD/USD 0.7509 0.7682 2.30%

USD/CHF 0.9742 0.9620 -1.25%

EUR/CHF 1.08794 1.09453 0.61%

EUR/JPY 125.79 127.83 1.62%

US Treasury Yield Curve

Tenor 24-Mar 31-Mar  +/- bps

3m 0.280 0.198 -8.15

6m 0.447 0.376 -7.13

2y 0.869 0.721 -14.78

5y 1.379 1.205 -17.37

10y 1.900 1.769 -13.13

30y 2.673 2.612 -6.11



 

 

Philippine Financial Markets 
 
Local equities ended lower week-on-week in the absence of market-moving events and as investors cashed in gains from 
the rally following Yellen’s dovish statements. Yields of local fixed income slightly rose on average due to conflicting 
factors, with the short-end’s uptick in yields offset by the belly’s slide in inflation. The US dollar weakened week-on-week 
against the local currency on the back of Fed Chair Yellen’s dovish comments during the week. 

Local Equities  
  
Local equities ended lower week-on-week in the absence of market-moving 
events and as investors cashed in gains from the rally following Yellen’s dovish 
statements. The first trading day following the Good Friday holiday saw equity 
prices falling as investors remained defensive ahead of Yellen’s speech and as 
the local bourse tracked weaknesses elsewhere in the region. A rally ensued 
mid-week as investors priced in dovish statements from the Fed, in-line with 
movements in peer markets. The following days saw a selldown of local equities 
as the market succumbed to profit-taking.   

Week-on-week, the PSEi lost 114.92, or 1.56%, closing at 7,245.13. For the 

week, foreigners were net buyers at Php322.87 million. 

 

Holding Firms: 

 GT Capital Holdings, Inc. (PSE ticker: GTCAP) will exercise its option to increase direct ownership in Property Company of 

Friends, Inc. (ProFriends), a mass housing developer, to 42% within the first half of 2016, and then to 51% by the first quarter 

of 2017. GTCAP acquired 22.68% of ProFriends in August 2015 for Php7.24 billion with an option to increase stake to 51% 

within the following three years. 

 Ayala Corporation (PSE ticker: AC) was granted additional creditable withholding tax (CWT) refund amounting to Php29.4 

million in addition to the Php67.7 previously granted by the Court of Tax Appeals (CWT). However, the CTA denied AC's 

additional claim for Php29.3-million refund as no supporting documents were submitted. 

 San Miguel Corporation (PSE ticker: SMC) is looking at issuing preferred shares or senior notes amounting to Php15 billion  

during the first half of 2016 to refinance the debt of the infrastructure and power gerneration  businesses according to its 

SMC Deputy CFO Joseph N. Pineda.  The Securities and Exchange Commission approved the issuance of Php73 billion 

worth of preferred shares over a three years. The first portion amounting to Php30 billion was raised this month  and was 

used for refinancing USD-denominated debt.  

Property: 

 DoubleDragon Properties Corporation's (PSE ticker: DD) application for the issuance of up to Php10 billion preferred shares 

was approved by the Securities and Exchange Commission (SEC). The plan is to issue at Php100 each up to 100 million 

cumulative, non-voting, non-participating redeemable, convertible, and perpetual preferred shares with an oversubscription 

option of 50 million shares. Proceeds will be used for the development of the community mall chain CityMalls, the 4.8-hectare 

mixed-use DD Meridian Park in Pasay City, the Jollibee Tower in Ortigas, and the 38-storey mixed-use Skysuites Tower in 

Quezon City. 

 DMCI Holdings' (PSE ticker: DMC) property business DMCI Project Developers, Inc. (DMCI-PDI) sold 10% stake in the 

Subic Water and Sewerage Co. to the City of Olongapo for Php210.58 million, according to a disclosure filed with the PSE. 

Following the sale, DMCI-PDI’s ownership is now down to 30%. 

 Consunji-led conglomerate, DMCI Holdings, Inc., reported consolidated net income in 2015 of Php12.3 billion, up 20% from 

2014. The company said that all of its investments posted strong performance during the recently concluded calendar year. 

Net income contribution from Semirara Mining and Power Corp. rose 18% to Php4.8 billion because of higher profits from 

energy generation. Its housing segment, on the other hand, contributed Php3.6 billion, up 11% from the year prior. 

Meanwhile, Maynilad Water Services, Inc. grew by 17% to Php2.3 billion due to improved operational performance and a 4% 

increase in billed volumes while DM Consunji, its construction arm,  posted Php628 million, 35% higher. 

Services: 

 Globe Telecom, Inc.'s (PSE ticker: GLO) plans to build more cell sites and roll-out fiber optic cables in 20,000 barangays all 

over the country will account for most of its capex budget for 2016 amounting to USD750 million. President and CEO Ernest 

L. Cu said that they want to give "a choice of at least 10 Mbps to 20 Mbps" as this can be done by even their older copper 

network. Globe is planning to increase network capacity by 70% over the next few years for both mobile and fixed line thru 

3G, Long-Term Evolution (LTE), and wireless Internet; and to replace old copper wires. Cu said that they will also 

"modernize...wireline data network to increase resiliency and reliability of enterprise connections including the BPOs as they 

25-Mar 1-Apr % Change

PSEi 7,360.05 7,245.13 -1.56%

Philippine  Stock Exchange Index



 

 

expand to provincial cities". For 2015, Globe spent Php32.1 billion in capex--almost half of which went to servicing data 

needs. 

 Per a disclosure filed with the PSE, Robinsons Retail Holdings, Inc.’s (PSE ticker: RRHI) 2015 net income was16.4% higher 

year-on-year at Php4.58 billion versus Php3.93 billion. Net sales  came at Php90.88 billion, up 13.0%. Operating  income 

was Php4.73 billion, up 5.4%. Meanwhile same-store-sales growth  in 2015 was 4.1% on a blended basis. As of end 2015, 

RRHI had 1,506 stores with the total gross floor area expanding by 9.7% in 2015. 

 In a disclosure filed to the PSE, Philippine Long Distance Telephone Company (PSE ticker: TEL) said that its investment 

arm, PLDT Capital , invested USD5 million in MATRIXX Software, a provider of real-time, integrated infrastructure for the 

business of digital service providers; a company based in California. SMART Communications, TEL’s mobile arm is 

deploying MATRIXX Software’s real-time Digital Commerce platform for its mobile business. 

 

Philippine Bond Market  

 
Yields of local fixed income slightly rose on average due to conflicting factors 
with the decrease in pacing of normalization in the US and pickup in US 
inflation offset by slightly higher expectations for March local inflation relative 
to the February print. For the week, the short-end’s uptick in yields was offset 
by the belly’s slide week-on-week. Profit-taking dominated the start of the 
week as prices of government securities slipped given the strong performance 
of the local fixed income market last week. The success of the three-year bond 
auction led to decline in yields and consequently rally in bond prices, with the 
yields in the belly of the curve falling further given the movement from the 
bond auction, but any price rally was tempered as investors stayed defensive 
ahead of the anticipated speech by Federal Reserve Chair Janet Yellen. The 
decrease in yield expectations following Federal Reserve Chair Janet Yellen’s 
dovish statements pulled rates further, although this was tempered by 
expected increase, albeit small in magnitude, in local inflation, relative to the 
inflation figure in February. Lack of other catalysts caused certain investors to 
take profits following several days of rallies in the market, and this continued 
until the end of the week.  
 
Yields rose by an average of 0.72 basis points for the week. The short-end and the long-end of the curve increased by 26.50 basis 
points and 2.50 basis points, respectively. The belly bucked the trend as it fell by 26.01 basis points.  
 
 
Philippine Peso  
 
The local currency strengthened against the US dollar week-on-week, as Federal Reserve Chair Janet Yellen’s statements on her 

outlook on the US economy signaled further dovish tone to the market, causing pacing of normalization to slow down. The peso 

opened the week strongly as foreign funds continued to flow to local markets after the holidays. This continued until investors went 

defensive ahead of Fed Chair Yellen’s statements. But after markets fully digested the implication of her statements, the local 

currency resumed its rally, closing very close to Php46 for three straight days. During the last two trading days of the week, the 

Peso breached the Php46 level intra-day but fell back to the Php46 level as some profit-taking ensued. Furthermore, strength of the 

Peso was tempered by the net foreign selling on Wednesday and Thursday, although we note that the equities market saw net 

foreign inflows in aggregate for the week. Moreover, we note that the expectation for weak recovery in local inflation from February 

levels, as well as Fed Chair Yellen’s prognosis that the recent uptick in US inflation was caused by temporary factors also tempered 

expectations of any increase in interest rates, which may have contributed to the strengthening of the Peso.  

 

Week-on-week, the peso strengthened by 33 centavos, or 0.71%, to close the week at the 46.070 level. 

 

 Energy Secretary Zenaida Y. Monsada said that the Department of Energy (DoE) will not prevent generation companies 

from putting up new coal-fired power plants “for now” since the country needs to cut its cost of power to support its 

economy. She added however that the DoE will be imposing stricter standards to comply with international commitments, 

specifically towards meeting the country’s voluntary contribution to the United Nations Framework Convention on Climate 

Change to cut emissions by 70% by 2030. 

 BIR Commissioner Kim S. Jacinto-Henares said that they are conducting an independent audit of the tax compliance of the 

persons involved in the recent entry of dirty money into the country but declined to name them and to disclose the result of 

the investigation. She said to "just wait when we file a case". The BIR files to court alleged tax evaders through its Run 

After Tax Evaders or Rate program. She also said that "we should lift the bank secrecy law, because we should not be 

complicit in allowing a crime to be committed successfully. 

T enor 11-Mar 18-Mar  Change

1m 1.33 2.61 129

3m 1.76 1.76 1

6m 1.99 1.90 -9

1y 2.13 1.99 -15

2y 3.26 3.26 -1

3y 3.92 3.67 -25

4y 3.31 3.21 -10

5y 4.15 3.44 -70

7y 4.44 4.46 2

10y 4.72 4.81 8

20y 5.23 5.22 -1

25y 5.25 5.25 0

Average 0.7

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

 

 None of the three groups prequalified submitted a bid for the auction for the Php122.8-billion Laguna Lakeshore 

Expressway Dike Project (LLEDP). San Miguel said that the project "is not feasible".  Trident Infrastructure and 

Development Corp said that the " risk-reward balance is not in favor of the bidders" while  Alloy-PAVI claimed that the 

bidding process is “illegal” and the contract is “unenforceable" with concerns on land procurement, interface with LGUs, 

and authority. The DPWH will schedule a meeting to decide on the future steps. 

 President Benigno S. Aquino III signed the Executive Order 202 which orders the creation of an Inter-Agency Technical 

Committee (IATC), to be composed of technical personnel from the Department of Public Works and Highways, the 

Laguna Lake Development Authority (LLDA) and the Philippine Reclamation Authority (PRA), to ensure proper 

implementation of the Laguna Lakeshore Expressway Dike Project (LLEDP). 

 In a report from the Bangko Sentral ng Pilipinas (BSP), it showed that the Phlippine banks continued to lend more in 

February, with banks reporting outstanding loans of Php5.11 trillion, up 17% over a year ago. The BSP attributed the 

growth to the strong demand for credit from both corporate and retail borrowers. Loans extended for production activities 

comprised 80% of the banks' total loan portfolio, and it expanded by 17.4% to Php4.57 trillion. Meanwhile, loans to real 

estate activities continued to be one of the main drivers of growth, increasing by 25.4% to Php901.96 billion, and 

accounting for 17.6% of the total. Likewise, motor vehicle and salary-based loans jumped more than 30% during the 

month. 

 The Court of Tax Appeals rejected the petition of the Bases Conversion and Development Authority (BCDA) to be 

refunded Php19.98 million for creditable withholding tax paid on its units in the Serendra Project, as the latter failed to 

prove that the said amount was not yet credited for its other taxes. 

 The Philippine Economic Zone Authority (PEZA) endorsed the proposal for “Dumagas Agro-Industrial Zone (DAIZ), a 6.2-

hectare industrial zone the town of Dumangas in Iloilo City. The proposal includes a 50-hectare area along the coastal 

road, which will serve as container yard, warehouse, and agro-industrial building. Three foreign groups were said to have 

indicated interest in the said zone. 

 The Securities and Exchange Commission (SEC) denied a request from the Philippine Stock Exchange (PSE ticker: PSE) 

for an exemption from the 20% limit on ownership of the planned unified equities-fixed income exchange. Such exemption 

is needed to complete the deal to raise the PSE’s interest in the Philippine Dealing System Holdings Corp. (PDS Group) to 

100%. The SEC earlier raised concerns on monopoly, hefty depository fees and governance structures, if the plan pushes 

through. 

 Data from the Bureau of Treasury showed that Government-owned and -controlled corporations (GOCCs) received 

Php12.01 billion during December 2015, 224% higher than the receipts a month ago but 15% lower than the amount 

received in 2014, with housing and agriculture-related GOCCs as the main beneficiaries. For FY15, subsidies totaled 

PHP78.01 billion (3% lower than the Php80.44 billion recorded in FY14).  

 

The week ahead (April 4 – April 8) 

 

The local equities market is expected to trade sideways as markets closely monitor movements abroad and as investors watch local 

data releases next week such as the March inflation. Trading range for the week is expected to be between 7,100 and 7,250. Bond 

yields are expected to trade sideways with bias to the upside as markets expect inflation to recover in March, with the Bangko 

Sentral ng Pilipinas expecting it to be within 0.6-1.4% (median of 1.0% from 0.9% in February) while the Department of Finance 

expects 1.1% inflation. The peso may continue strengthening should global bullish sentiment following Fed Chair Yellen’s dovish 

comments continue or if the inflation print for March is better than expected. but will likely weaken if inflation is lower-than-expected 

or if net foreign outflows in the equities space continue.  

 


