
 

April 13, 2015 

Global Financial Markets 
 
Global equities markets rallied for the week as the markets perceived the US FOMC meeting minutes, released 
Wednesday, to be more on the dovish side. Meanwhile, US Treasury prices were lower as the government’s debt auctions 
during the week were met with tepid interest. The Euro fell relative to the US Dollar this week as initial concerns of a 
waning recovery in the US labor market gave way to long-standing concerns on Greek debt. 
  
Global Equities 

Global equities rebounded during the 

week as investors interpreted the 

minutes of the FOMC meeting to be on 

the more dovish side.  

US equities trended higher for most of 

the week as investors awaited the FOMC 

meeting minutes released Wednesday 

and digested a mixed bag of corporate 

earnings results.  

Though the FOMC meeting minutes 
showed that officials were divided about 
whether or not to raise rates in June, the 
market perceived it to be a more dovish 
tilt. The minutes revealed that several 
officials thought it would be apt to hike 
rates in June, while others were of the 
opinion that the sharp decline in energy 
prices and a strong US dollar would 
weigh on inflation and justified keeping 
short-term rates near zero. Moreover, 
some participants suggested that 
economic outlook would not merit a move 
higher in rates until 2016.  

European equities kicked off on Tuesday 
as markets were closed for Easter 
Monday. Stocks continued to rally on the back of high market liquidity, as well as strong economic data releases from Germany 
later during the week. 

Meanwhile, movements in Asian markets rallied, largely mirroring gains in Wall Street and amid varied country-specific positive 
data.  

Week-on-week, the MSCI World Index gained 1.29% led by the Asian Region, which added 3.56% and the European Region, which 
rose 2.75% . The Dow Jones Industrial Average index and the S&P500 index both gained 0.78% and 0.72%, respectively.  

Economic data releases for the week were mostly positive, providing a boost to equities. 

 The Labor Department’s Job Openings and Labor Turnover (JOLTS) Survey revealed that job openings climbed by 
168,000 to a seasonally adjusted 5.133 million in February, the highest level since January 2001, up from the 4.965 
million in January and 4.88 million last December. On the flip side, Americans hired to fill those openings dropped to 
4.9 million from January’s 5.0 million and December’s 5.2 million. Consequently, the hiring rate remained stable at 
3.5%. Unemployed job seekers per open job dropped to 1.70, which was the smallest since November 2007.  

 US outstanding consumer credit grew by a seasonally adjusted US$15.52 billion in February, beating the market 
estimate of a US$12.5 billion increase, to US$3.34 trillion. This translated to a yearly gain of 5.59%. The increase was 
mainly due to car loans and educational debt rather than credit cards. Credit card balances posted the largest 
percentage decline since April 2011. Revolving credit, meanwhile, fell at an annualized rate of 4.97%, the third decline 
for the measure over the past four months.  

 For the month of March, the Conference Board's US employment trends slide lower to 127.65 from February's 127.77, 
but was still up 5.6% on an annual basis. The growth in the employment trends index slowed in 1Q15, according to 
the managing director of research at the Board, and the combination of a disappointing March employment report and 
weakness in the employment trends index suggests that the likelihood of a slowdown in employment has increased. 
Nevertheless, it is unlikely that job growth in 2Q15 would fall below the trend of 200,000 jobs per month.  

02-Apr-15 09-Apr-15 % Change

MSCI World 1,749.34 1,771.86 1.29%

MSCI Europe 135.42 139.15 2.75%

MSCI Asia-Pacific ex-Japan 489.37 506.77 3.56%

Dow Jones Industrial Average 17,763.24 17,902.51 0.78%

S&P 500 2,066.96 2,081.90 0.72%

Global Equity Performance
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 The Institute for Supply Management's services index slipped to 56.5 in March, meeting the market estimate but lower 
than February's 56.9. Despite the minute decline, the majority of respondents' comments reflect stability and are 
mostly positive about business conditions and the over-all economy.  

 Data analyzing firm Markit reported that its final reading of the US Purchasing Managers Index for the services sector 
leapt to 59.2 in March, beating the market estimate of 58.6 and the "flash" estimate of 58.6. Employment was up to 
54.0 from 52.7, the highest level since June last year. The new business component was likewise the highest since 
September. Meanwhile, the composite PMI, a weighted average of the manufacturing of the services and 
manufacturing indices, climbed to 59.2, the best reading since August, from February's 57.2. 

 Data released by the US Commerce Department showed that the country’s wholesale inventories climbed by 0.3%  
YoY in February from an upwardly revised 0.4% in February. Sales at wholesalers fell by 0.2%, much lower than the 
market estimate of a 0.3% gain, following January’s downwardly revised -3.6%. At February’s sales pace, it would 
take wholesalers 1.29 months to cleat shelves, unchanged from January.  

 The number of Americans filing for unemployment benefits increased by 14,000 to a seasonally adjusted 281,000, 

lower than the market estimate of 283,000, for the week ended April 14. Also, the less-volatile four-week moving 

average of claims fell by 3,000 to 282,000 last week, the lowest since June 2000. The number of continuing claims fell 

by 23,000 to 2.304 million, compared to the market estimate of 2.35 million for the week ended March 28, the lowest 

level since December 2000. 

 The Eurozone private sector continued to improve in March. Markit’s final composite Purchasing Mangers' Index rose 
to 54 in March from 53.3 in February, an 11-month high and its joint-highest reading for almost four years. "The PMIs 
are indicating somewhat sluggish GDP growth of 0.3% for the first quarter," Chris Williamson, chief economist at 
Markit said. The composite output index for Germany rose to 55.4 from 53.8. 

 
 

Global Bonds  
 

 
US Treasury prices fell during the week despite the supposedly dovish tone 
of the FOMC meeting minutes. Prices fell as the US government’s debt 
auctions during the week were met with somewhat tepid demand. For the 
week, the 10-year benchmark yield rose 4.79 basis points to close at 1.960%. 

Last Tuesday, the Treasury department sold US$24 billion in three-year 
notes at a yield of 0.865%. The auction drew $3.25 bids for each dollar 
offered, the lowest since December 2014. Meanwhile, the government’s 
US$13 billion 30-year bond auction on Thursday was met with weak demand. 
Bid-to-cover ratio was at 2.18x, below the 2.42x average at recent 30-year 
bond auctions. The bonds yielded an average of 2.597%, notably higher than 
the market rate at the time of the sale. 
 

 

Currencies  

US Labor data and continuing credit concerns with regard to Greece 
dominated the Euro-US Dollar exchange rate this week. As the 
disappointing US non-farm jobs result from last week dampened 
confidence in the ongoing US recovery, investors sold down the greenback 
at the end of last week. Initial optimism that Greece would fulfill its 
obligation to pay EUR450 Mn. in debt to the IMF as it came due this 
Thursday mitigated the fallout from the poor US jobs result last Monday, 
which came in at 126,000 jobs instead of consensus expectations of 
145,000. Mid-week, the tables turned with the greenback rebounding as 
optimism turned into anxiety the day before the Greece's IMF payment 
was due. This, despite an improving Service PMI (Markit) and Producer 
Price Index scores for the Eurozone. By Friday, the US Dollar rallied 
strongly with the EUR/USD pair falling -1.13% overnight (1.22 US cents) 
on less-than-encouraging comments by the IMF's Christine Lagarde underscoring the pessimistic sentiment for Europe, low yields 
EU financial markets fueled by the divergence in monetary policy on either side of the Atlantic, better-than-expected US jobless 
claims announcement of 281,000 claims instead of the expected 285,000 and a 6-day deadline imposed on Greece to produce a 
credible turn-around plan (or no more bailout funds). Week-on-week, the US Dollar appreciated vis-a-vis the Euro with the 
EUR/USD pair falling -2.67%, or 2.93 US cents. 

US Treasury Yield Curve

Tenor 2-Apr 9-Apr  +/- bps

3m 0.010 0.020 1.02

6m 0.097 0.097 0.00

2y 0.540 0.548 0.82

5y 1.351 1.398 4.72

10y 1.912 1.960 4.79

30y 2.532 2.598 6.60

Currencies 

3-Apr 10-Apr % Change

USD/PHP 44.580 44.465 0.26%

EUR/USD 1.0969 1.0676 -2.67%

GBP/USD 1.4920 1.4719 -1.35%

USD/JPY 118.97 120.47 -1.25%

AUD/USD 0.7633 0.7720 1.14%

USD/CHF 0.9517 0.9765 -2.54%

EUR/CHF 1.04322 1.04249 0.07%

EUR/JPY 130.54 128.62 1.49%
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The week ahead (April 13 – April 17) 

This week, movements in global markets were driven by various economic data releases and the much-awaited FOMC meeting 
minutes. For the coming week, we expect markets to continue monitoring upcoming economic data including US retail sales, 
industrial production and the closely-watch inflation figure. Global equities could trade range-bound with an upward bias amid the 
lack of catalysts, while US Treasury prices with a downward bias amid continued anticipation for a rate hike by year-end.  

For next week, the Euro will probably maintain its bearish trend given the increasing number of hurdles Greece must jump through 
to access more of its bailout fund package. 
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Philippine Financial Markets 
 
The local equities market continued to rally due to increased speculations of a delayed lift-off and lower-than-expected 
inflation data from the BSP. In the local fixed income space, bond prices traded sideways all week, declining more days 
than advancing, but up overall for the week. 
 
Local Equities  
    

The local bourse finally ended the week above the 8,000-level, hitting three 
record highs within the shortened trading week. The market rallied primarily as a 
response to weak labor data from the US, which hinted that the normalization of 
the Fed funds rate could be delayed further. Locally, inflation data came in at 
2.4%, lower than market expectations of 2.5%. Given this, the BSP is also 
expected to keep its neutral stance with regard to interest rates. A low interest 
environment usually bodes well for the stock market as the cost of funds become 
cheap. This added to the positive sentiment in the domestic equities market, 
which again attracted funds, both local and foreign. For the first three months of 
the year alone, total net foreign inflows have already reached more than US$1.0 
billion or 87% of total net foreign inflows in 2014. Some profit taking was seen last Wednesday, but the index still ended the week 
on a positive note, reaching its 27

th
 record close for the year. 

  
The PSEi closed the week with a 134.39 points or 1.68% gain at 8,127.48. For the week, foreign investors were net buyers at 
Php422.52 million. 
  
 

Consumer 

 Max's Group Inc. (PSE Ticker: MAXS) is set to open its first hotel called the Meranti in Quezon City by the third quarter 
of the year. They plan to expand this business through franchising as what they do with their food businesses. MAXS 
aims to utilize their existing properties in key areas in the provinces by putting up hotel branches. The Company initially 
invested Php200 million into the hospitality business and it expects it to start contributing revenues by next year.   
 

Properties 

 Andrew Tan-led Megaworld Corporation (MEG) increased its capital expenditure budget for the next five years from 
Php230 billion planned earlier to Php285.8 billion. The increased budget will be used to develop various townships all 
over the country to add to their existing 15 townships. For this year, MEG intends to launch 5 new townships, two of 
which will be in Western Visayas. As such, the total capital expenditure earmarked for this year is Php65 billion, three-
fourths of which will be allotted for township development while the remaining one-fourth will be spent on land banking 
and property investments. 

 Ayala Group's property arm, Ayala Land Inc. (ALI), acquired 9.16% stake in a Malaysian property developer named GW 
Plastics Holdings Bhd. This marked ALI's fourth international investment and the second in the Asean region. ALI's 
US$43 million investment permits it to have a seat in the company's board, allowing it to have some influence with 
regard to the strategic direction of the company. ALI further said that it is open to increasing its stake to the said 
company depending on its operations moving forward. GW Plastics Holding Bhd, which will be renamed MCT Bhd, is 
engaged in mixed-use project development in OneCitySubang Jaya and Cyberjaya, and has landbank in Dengkil in 
Klang Valley. 

 In a disclosure to the Philippine Stock Exchange, Ayala Land Inc. (ALI) said it acquired 100% of a Cebu property firm, 

Aegis PeopleSupport Realty Corp. for Php435 million. Aegis is registered with the Philippine Economic Zone Authority 

and owns the Aegis building in Cebu IT Park in Lahug, Cebu City. The building is also a certified LEED-Gold office with 

a gross leasable area (GLA) of 18,092 square meters (sqm). This acquisition is part of ALI's thrust of expanding its office 

leasing business. For FY2015, ALI intends to launch about office development with GLA of about 300,000 sqm. 

Services 

 In its annual stockholders' meeting, Globe Telecom Inc. (GLO) said that it plans to borrow around Php7 billion from local 
banks to fund its planned capital expenditure of US$850 million. Globe allotted 75% of this year's capex on increasing 
broadband capacity while the remaining 25% is earmarked for business support systems and other corporate capital 
expenditures. The said borrowing is planned to be dominated in peso and with maturity of seven to ten years. 

 

 

3-Apr 10-Apr % Change

PSEi 7,993.09 8,127.48 1.68%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
On the local fixed income space, bond prices traded sideways all week with 
declines outnumbering advances. Initially, bonds rallied on expectations that 
Fed liftoff just got farther away with the poor US labor showing for the month 
of March. The implication on the local market was that the BSP would 
likewise be in no hurry to hike rates given stable inflation driven by 
persistently low commodity prices. As inflation came in mostly in line at 2.4% 
last Tuesday, investors took profit on the previous fixed-income rally on the 
back of the Fed's latest dovish statement. Ahead of the holiday last Thursday, 
foreigners closed out their long positions and strong domestic buying, 
especially in the short end of the curve, carried the day's outperformance. In 
relatively quiet trading, post-holiday, the lack of market-moving developments 
led to investors sitting on the fence. For the week, yields fell -2.40 basis 
points, on average, across the length of the curve with the short and long-
ends falling -14.85 and -0.94 basis points, respectively. The belly of the 
curve, meanwhile, gained 6.67 basis points. 
 
For next week, bonds will likely continue to trade range-bound with a 
downward bias as robust expectations for next week’s CPI and consumer 
sentiment in the US influence the market. 
 
Preliminary data released by the Philippine Statistics Authority showed that the country’s exports fell 3.1% year-on-year to US$4.51 
billion in February from US$4.66 last year. On a year-to-date basis ending February, exports slid 1.8% to US$8.9 billion. The 
decline in February was attributed to the decrease of six major commodities out of the top 10 commodities for the month namely, 
woodcraft and furniture, other mineral products, metal components, electronics equipment and parts, other manufactures and 
machinery and transport equipment. Japan continued to be the top export destination for the month, account for 20.9% of total 
exports. 
 
The country’s inflation rate for the month of March rose by 2.4% year-on-year (YoY), down from the 2.5% YoY registered in the 
previous month and lower than the Bloomberg consensus estimate of 2.6% YoY. According to Economic Planning Secretary 
Arsenio M. Balisacan, the easing annual growth rate of rice prices was supported by favorable total rice stocks inventory. Moreover, 
food inflation would have been lower barring the relatively higher prices of vegetables and fish, which was mainly due to a likely shift 
in consumers’ preferences given the Lenten season. Core inflation, which excludes the more volatile food  and energy prices, rose 
by 2.7% YoY in March from 2.5% in February. For the first three months of the year, headline inflation and core inflation averaged at 
2.4% and 2.5%, respectively. 
 
Philippine Peso 
 
The US Dollar and Philippine Peso took turns strengthening and weakening against each other all week as initial greenback 
weakness last Monday due to the poor jobs report gave way to profit-taking and a stronger USD on Tuesday. Disappointing trade 
data (exports of agricultural, mineral and manufactured goods to other Asian countries fell 3.1% last February, instead of rising 1% 
as expected) did not temper a slight appreciation of the Peso, mid-week, as the Bank of Japan's decision to continue it stimulus 
program offset negativity surrounding our trade balance. On Friday, the Peso depreciated again as the US showed better-than-
expected jobless claims result, which came in lower than the 285,000 claims at 281,000. Week-on-week, the Peso strengthened 
slightly on flat trading with the USD/PHP pair falling 0.26% or 11.5 centavos. 
 
The week ahead (April 13 – April 17)  

  
We expect the local equities market to trade sideways within the range of 8,050 and 8,200. Foreign fund flows are expected to push 
the index to record levels. Externally, US inflation and industrial manufacturing data are expected to come out. Any disappointment 
on these data will further speculations of a delayed lift-off; hence, will keep strong foreign flows. On the local front, OFW remittances 
for the month of February will be released, which if surprised to the upside will also influence the market to rally. Conglomerates are 
seen to attract special attention as they are the closest proxies to the economy. 
 
For next week, bonds will likely continue to trade range-bound with a slight downward bias. 

 
For next week, the Peso will likely trade sideways with a slight upward bias owing to the mid-week announcement of OFW 
remittance results. 
 

 

 

T enor 3-Apr 10-Apr  Change

1m 2.47 2.31 -16

3m 2.34 2.48 14

6m 2.72 1.93 -79

1y 3.04 3.25 21

2y 3.30 3.31 1

3y 3.52 3.55 3

4y 3.68 3.67 0

5y 3.13 3.12 -1

7y 3.65 3.96 31

10y 4.17 4.16 -1

20y 5.09 5.08 -2

25y 4.02 4.02 0

Average -2.4

Peso Yie ld Curve                                        

(PDST-F Reference Rates)


