
 

April 06, 2015 

Global Financial Markets 
 
Global equities markets declined for the week amid a batch of mixed economic data and as investors sentiment in the US 
was dragged down by speculation that the continuously strengthening dollar would result in weaker corporate earnings. 
US Treasury prices likewise fell amid continued expectations of a rate hike on or before year-end. The Euro fell relative to 
the US Dollar this week, ending a minor, short-lived relief rally last week due to the lack of progress surrounding the Greek 
debt and prospective exit issues. 

  
Global Equities 

Global equities closed with a weekly loss 

as US investors began to price in weaker 

corporate earnings results due to the 

strengthening US dollar.  

Movements of the market were dictated by 

the various economic releases, as well as 

another speech from US Fed Chairwoman 

Janet Yellen. During the week, Fed 

Chairwoman Yellen spoke at a San 

Francisco Fed Conference, noting that a 

rise in core inflation is not necessary 

before the Committee decides to raise 

policy rates. Weak inflation, on the other 

hand, would deter the Fed from pulling the 

trigger to normalize policy rates. Yellen, 

however, emphasized that even if the 

liftoff by the end of the year is warranted, 

the tightening process will be gradual. 

Meanwhile, movements in Asian markets 
were largely driven by disappointing 
corporate earnings results.  

Week-on-week, the MSCI World Index lost 
1.78% led by the European Region, which 
lost 1.28%. The Dow Jones Industrial 
Average index and the S&P500 index both 
lost 0.19% and 0.25%, respectively.  

Economic data releases for the week were mixed, failing to offset the mostly downbeat tone in the market. 

 Consumer spending remained muted in February, partly due to bad weather and as consumers preferred to put into 
savings the windfall received from low oil prices. Consumer spending barely rose in February, increasing a seasonally 
adjusted 0.1% from the prior month after two consecutive declines. Spending on goods and services, when adjusted 
for inflation, actually declined slightly for the first time in 10 months. Personal income rose by 0.4% in February from 
the prior month. Meanwhile, the personal saving rate climbed to 5.8% in February, its highest level since the end of 
2012 and up from 4.4% as recently as November. 

 Pending sales performed strongly in February, driven by a steadily improving labor market and low mortgage rates. 
Signed contracts to buy existing homes rose 3.1 percent from January, according to the National Association of 
Realtors (NAR). On an annual basis, the index jumped by 12%, registering its highest pace of growth since June 
2013.  

 Economic growth in the last quarter of 2014 was unchanged at 2.2%. Analysts were expecting a slight uptick to 2.4%. 
Broken down, consumer spending was revised higher to 4.4% from 4.2%, the fastest rate since the first quarter of 
2006. On the other hand, corporate profits after tax fell at a 3% pace from the third quarter. That was the largest 
quarterly drop in profits since the first quarter of 2011. 

 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. 

24-Mar-15 31-Mar-15 % Change

MSCI World 1,772.41 1,740.81 -1.78%

MSCI Europe 137.01 135.26 -1.28%

MSCI Asia-Pacific ex-Japan 488.79 485.69 -0.63%

Dow Jones Industrial Average 18,011.14 17,976.31 -0.19%

S&P 500 2,091.50 2,086.24 -0.25%

Global Equity Performance
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 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. 

 Single-family home prices rose last January as indicated by the 4.47% year-on-year increase in the national home 
price index. However, this was slower than the downwardly revised 4.58% in December. Meanwhile, according to the 
S&P Case-Shiller 20-city home price index, residential real state values rose 4.56% year-on-year , slightly lower than 
the market estimate of 4.60%. On a seasonally adjusted basis, the 20-ciy index rose by 0.87%, beating the market 
estimate of a +0.65% increase. The Chairman of the index committee stated that home values were growing twice as 
fast as wages, which put pressure on potential buyers and heightening the risk that an uptick in rates could result in a 
major setback. 

 For the month of March, the Conference Board's index of consumer confidence rose to 101.3, beating the market 
estimate of 96.4. This followed February's upwardly revised 98.8. The director of the board stated that the month's 
increase was driven by an improved short-term outlook for both employment and income prospects, while consumers 
were less upbeat about business conditions. 
 
 

Global Bonds  
 

 
US Treasury prices fell amid some better-than-expected labor data and a 
seven-year note auction during the week which was met with lukewarm 
demand. The price decline was somewhat tempered by a generally weak 
4Q GDP revision for the US, which boosted demand for safe-havens. 
However, over-all anticipation of an interest rate hike by year-end 
continued to dampen sentiment. For the week, the 10-year benchmark 
yield rose 5 basis points to close at 1.923%. 
 

 

Currencies  

The Euro stumbled vis-a-vis the US Dollar as of mid-week, depreciating -
1.37% (from last Friday) as of Wednesday on ongoing concern over Greece 
and overall weakness in Western Europe. Optimism on the US economy 
and the Fed's interpretation of economic health, caused the greenback to 
rally sharply Monday as Janet Yellen's emphasis on labor improvement 
rather than economic output weighed on investors waiting on yesterday's 
consumer sentiment data and the next non-farm payrolls announcement. 
As both sides of the Greek debt and exit issues remain at loggerheads, the 
country continues to exhaust cash, perpetuating the uncertainty and 
pessimism surrounding the Euro. The EUR/USD pair shed 1.45 US cents 
from last Friday to close Wednesday's trading (Philippine time) at 
USD1.0744 per Euro.    

 

The week ahead (April 6 – April 10) 

This week, movements in global markets were driven by various economic data releases and the statement from Fed Chair Janet 
Yellen. For the coming week, we expect markets to continue monitoring upcoming economic data as well as any further signals 
from the Fed Chief. Global equities could continue to remain subdued amid the lack of catalysts, while US Treasury prices would 
trade sideways with a downward bias amid continued anticipation for a rate hike by year-end. Economic data releases to watch out 
for next week would be ISM Manufacturing, jobless claims and the ever-anticipated non-farm payrolls report.  

For next week, the Euro will probably maintain its bearish trend given the lack of confidence that the Greek situation would improve. 

 
 
 
 
 
 
 
 
 

US Treasury Yield Curve

Tenor 24-Mar 31-Mar  +/- bps

3m 0.015 0.020 0.51

6m 0.107 0.132 2.55

2y 0.557 0.555 -0.19

5y 1.360 1.370 0.99

10y 1.873 1.923 5.00

30y 2.464 2.536 7.16

Currencies 

25-Mar 1-Apr % Change

USD/PHP 44.755 44.700 0.12%

EUR/USD 1.0972 1.0778 -1.77%

GBP/USD 1.4876 1.4857 -0.13%

USD/JPY 119.62 119.81 -0.16%

AUD/USD 0.7877 0.7630 -3.14%

USD/CHF 0.9572 0.9694 -1.26%

EUR/CHF 1.05016 1.04473 0.52%

EUR/JPY 131.25 129.12 1.65%
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Philippine Financial Markets 
 
The local equities market continued to rally, posting another all-time high, mainly owing to the positive news overseas and 
end-of-the-period portfolio rebalancing. In the local fixed income space, bonds traded sideways week-to-date during this 
short, holiday-week, owing to the wait-and-see attitude adopted by investors watching for this Friday's economic data 
releases in the US. 
 
Local Equities  
    

For the shortened trading week, the PSEi kept testing the 8,000-level, briefly 
breaching during intraday trades but finally settling below the psychologically 
significant mark. Nevertheless, the local bourse managed to close the week at 
7,993.08, a mere 7 points shy of 8,000. This was mainly due to the positive news 
from markets overseas such as US, where investors took Yellen's statement as 
to mean a delayed lift-off. Meanwhile, China and Europe's own stimulus 
measures further increased the liquidity in the system, which helped index 
heavyweights such as ALI, URC, GTCAP, JGS, AC, SCC and GLO reach record 
levels as well. Quarter-end portfolio rebalancing added boost to the index. 
  
The PSEi closed the week with a 156.75 points or 2.00% gain at 7,993.09. For the week, foreign investors were net buyers at 
Php4.30 billion. 
  

Consumer 

 Max’s Group Inc. (PSE Ticker: MAXS) registered combined pro-forma revenues of Php9.55 billion and core net income 
of Php154.1 million. However, factoring in one-time costs such as write-off of receivables and marketing spend for brand 
revitalization resulted to a pro-forma consolidated net loss of Php56.0 million. In 2014, MAXS’ store network grew from 
513 stores in 2013 to 540 stores last year. For 2015, Max’s Group expects to realize considerable cost savings  from the 
integration of the Max’s Group of Entities and the Pancake House Group from rationalization of shared services, and 
cost synergies. Management also plans to roll-out 80-90 stores this year, both locally and internationally. 

 
Properties 

 Andrew Tan-led, Megaworld Corporation (MEG) launched its second tower in Davao Park District. The Company said 
that its subsidiary, Suntrust Properties Inc. will develop the second tower after its first tower in One Lakeshore Drive was 
almost sold out, two months after the selling began. MEG expects at least Php2 billion in sales this year from the said 
project. It allots Php15 billion in the next five to seven years to build and develop the Davao township. 

 
Services 

 In a disclosure to the Philippine Stock Exchange, Xurpas, Inc. (PSE Ticker: X) announced that it has signed a binding 
term sheet with Indonesian mobile content provider PT. Sembilan Digital Investema (SDI) for US$245,000. The deal 
gives X 49% ownership and management control of the company. SDI owns mobile content provider Ninelives 
Interactive which supplies various telecom companies such as Telkomsel (140 million subscribers), XL Axiata (63 million 
subscribers), and Indosat (55 million subscribers) with mobile content. The acquisition of SDI and Ninelives marks the 
third company that X has invested in since it was made public late last year.  

 GMA Network Inc. (PSE Ticker: GMA7) reported full year 2014 net income of Php1.01 billion, lower by more than a third 
year-on-year on the back of absence of elections-related revenues last year. Consolidated revenues dropped by 8% to 
Php11.94 billion due to the absence of political advertisements last year. Meanwhile, GMA7 managed to maintain 
operating expenses largely flat at Php10.57 billion on the back of a 7% reduction in production costs. GMA7 also 
declared a 25 centavos per share cash dividend payable on May 19, 2015 with a record date on April 24, 2015. 

 
Conglomerates 

 According to SM Investments Corporation (PSE Ticker: SM) CFO Jose Sio, SM is allocating Php85 billion for its capital 
expenditures and approximately Php34 billion of which will be through debt. SM is has earmarked up to Php70 billion will 
be funneled to SM Prime Holdings, Inc. (PSE Ticker: SMPH) while the remaining will be split between the Company’s 
retail and banking units. 

25-Mar 1-Apr % Change

PSEi 7,836.34 7,993.09 2.00%

Philippine  Stock Exchange  Index
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 Ayala Corporation (PSE Ticker: AC) committed US$1 billion dollar investment in power and infrastructure projects for the 
next five years. Of the US$1 billion dollar, AC already allotted around 70% for power projects and 30% for infrastructure 
projects. As of date, Ayala Group has been awarded three public-private partnership (PPP) projects including the Daang 
Hari-South Luzon Expressway (SLEX), the Automated Fare Collection System (AFCS) and the Light Rail Transit Line 1 
(LRT1) Cavite Extension. AC is also expressed its interest in the Laguna Lakeshore Expressway Dike (LLED) (through a 
consortium) and the North-South Railway Project – South Line. For power, AC plans to put up 1,000 megawatts of 
generating capacity. 

 Metro Pacific Investments Corp. (PSE Ticker: MPI) controlled Manila North Tollways Corporation (MNTC) increased its 
capex spending budget for the NLEX-SLEX Connector Road Project of the Department of Transportation and 
Communications. According to MNTC president Rodrigo Franco, the company increased the budget for the project to 
Php14 billion from the initial allocated amount of Php11 billion. The increase in the capex was brought about by a 
revision of project design. The Connector Road will require building 13.5-kilometer six-lane elevated expressway 
connecting the NLEX in Balintawak, Quezon City to the end of the Skyway in Makati. 

 
 
Mining & Oil 
 
 Nickel Asia Corporation (PSE Ticker: NIKL) reported attributable net income at Php8.55 billion, or 316% higher than 

Php2.05 billion generated in 2013. Revenues likewise posted significant increase at Php24.7 billion in 2014 compared to 

Php11.1 billion the prior year. Earnings per share grew by 319% to Php2.26 versus Php0.54 the previous year. The 

strong financial performance of NIKL was attributed to the more than twofold increase in sales of ore, and higher ore 

prices, which contributed 97% to the topline. The increase in ore prices is owed in part to Indonesia’s ore ban which 

contributed to the increase in average realized price of US$45.10 per wet metric tons from just US$21.28 in 2013. 

 
Philippine Bond Market  
 
On the local fixed income space, bonds traded sideways all working days of 
this short, holiday-week, owing to the wait-and-see attitude adopted by 
investors watching for this Friday's economic data releases in the US. 
Authorities are due to release unemployment and non-farm payroll figures for 
the month of March this Friday. Consensus estimates are that non-farm jobs 
would register 245,000 for March, 50,000 less than last month, and 
unemployment would remain unchanged at 5.5%. Week-on-week, yields 
gained 1.58 basis points, on average, across the length of the curve with the 
short, belly and long-ends rising 0.91, 0.76 and 3.85 basis points, 
respectively.       
 
For next week, bonds will likely continue to rally on the back of higher T-bill 
rates at next week’s auction. 
 
Data released by the Department of Finance showed government borrowings 
at Php369.06 billion in 2014, 33% lower than the borrowings in 2013. The 
department attributed the significant decrease to higher revenues and efficient 
management of debt. Most of the borrowings, equivalent to Php266.12 billion, 
was raised through the sale of Treasury bills and bonds to the domestic 
market. Foreign borrowings, on the other hand, was recorded at Php102.94 
billion, three times the Php33.8 billion posted in 2013. The government's 
outstanding debt as of end-January stood at Php5.75 trillion, just 2.8% higher 
on a year-on-year basis.  
 
In a report from the Bangko Sentral ng Pilipinas (BSP), money supply (M3) grew at a faster pace of 8.5% in February compared to 
the 7.7% growth recorded in the month prior. Month-on-month, M3 increased by 1.4%. The acceleration in domestic liquidity was 
due to the pickup in net foreign assets (NFA) of banks which grew by 7.3% in February, faster than the 5.6% growth in January. 
Bank's NFA expanded because the growth in their foreign loans and receivables, investment in marketable debt securities and 
deposits with other banks. Moreover, sustained demand for credit in the private sector underpinned the growth in liquidity with 
domestic claims grew by 10%.   

 
 

T enor 25-Mar 1-Apr  Change

1m 2.41 2.41 0

3m 2.27 2.27 0

6m 2.56 2.58 2

1y 2.66 2.69 3

2y 3.22 3.20 -2

3y 3.41 3.41 1

4y 3.59 3.59 0

5y 3.80 3.83 2

7y 3.86 3.89 3

10y 4.05 4.06 1

20y 4.95 4.99 3

25y 4.69 4.77 7

Average 1.6

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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Philippine Peso 
 
The Peso traded sideways vis-a-vis the US Dollar everyday of this short, holiday-week. Between watching for clues from Fed 
statements and anticipation over positive economic releases from the US economic authorities by this Friday, the USD/PHP pair 
was laregely unchanged, appreciating 0.40% or 18 centavos as of mid-week. The short-trading week, this week, due to religious 
holidays, was also responsible for the relatively flat trading as market participants were less active. 
 
The week ahead (April 6 – April 10)  
  
We expect the local equities market to trade sideways within the range of 7,900 and 8,100. Foreign funds are expected to continue 
to flow to the market, supporting the index. But we may see some rotation of funds to laggards and mid-tier names after index 
stocks reached all-time highs. 
 
For next week, bonds will likely continue to rally on the back of higher T-bill rates at next week’s auction. 
 
For next week, the Peso will likely trade sideways with a slight downward bias owing to the broadly expected positive US economic 
result. 
 

 

 


