
 

April 18, 2016     
Global Financial Markets 

Global equities closed the week much higher on the back of a number of positive economic data points and better-than-
expected corporate earnings results. Conversely, US Treasury prices slid for the week despite strong demand for the 10-
year note auction as investors responded to US economic data releases and the recovery in oil prices. The US Dollar 
traded sideways with a slight upward bias vis-a-vis the Euro this week as US inflation continued to creep up and the 
growth scarcity premium post the IMF global economic downgrade. 
  
Global Equities 
 

Global equities closed the week much 
higher on the back of a number of 
positive economic data points, better-
than-expected corporate earnings 
results, and the continued rally of oil 
prices. During the week, crude breached 
the US$42 to a barrel level and topped 
their 200-day moving average for the 
first time since July 2014 on 
unconfirmed reports that Saudi Arabia 
and Russia have agreed to freeze 
production.  
 
US equities began the weak on a 
subdued note as the oil-driven euphoria 
from the prior week slowly subsided. 
Investors were also cautious ahead of 
the bank earnings results coming out 
later in the week. Mid-week, positive 
momentum carried the stocks upward 
as oil prices rallied once more and JP 
Morgan, the first of the banks to report 
earnings, came out with stronger-than-
expected 1Q16 results.  
 
Meanwhile, European equities posted a 
multi-day winning streak amid strong 
German data, an outperforming financial 
sector and strength in the commodity complex. Data released during the week showed that German trade surplus widened 
unexpectedly during February. Seasonally adjusted exports in Germany rose 1.3% MoM (compared to the market estimate of 
+0.5%) after having declined for two consecutive months. That was also the largest increase since September. In other news, 
reports that Italy and its financial institutions would agree to set up a fund for the nation’s beleaguered banks boosted financial 
stocks.  
 
Asian equities were mostly mixed throughout the week as investors digested volatility in oil prices, a strengthening yen and strong 
Chinese trade data. Nevertheless, shares ended with strong gains as the rally in crude prices appeared to be sustained. 
 
Week-on-week, the MSCI World index was up 3.10%, with MSCI Europe jumping 5.04% and MSCI Asia Pacific ex-Japan gaining 
3.86%. US equities also rose, with the S&P500 Index rising 1.98% week-on-week while the Dow Jones Industrial Average Index 
increased 2.09%. 
 
Global economic releases were mixed through the week, though indicators in the US appeared to be on an improving trajectory, 
particularly on the labor front.  
 

 US wholesale inventories fell more-than-expected in February, locking in their fifth consecutive monthly drop. According to 

the Commerce Department, wholesale inventories dropped by 0.5%, worse than the market estimate of a 0.2% decline. 

This followed January's downwardly revised 0.2% in January (previously -0.3%). Inventories of farm product raw materials 

and drugs and druggists' sundries recorded large declines as well. Meanwhile, inventories of durable goods went lower by 

0.1% amid a sharp drop in inventories of lumber and other construction materials.  

 According to New York Fed President William Dudley, the central bank must approach further rate hikes with caution and 

gradually, largely due to lingering external risks to the US economy. According to Dudley, caution is needed because of 

their limited ability to reduce the policy rate as a response to potential adverse developments.  

07-Apr-16 14-Apr-16 % Change

MSCI World 1,621.66 1,671.96 3.10%

MSCI Europe 110.44 116.01 5.04%

MSCI Asia-Pacific ex-Japan 405.28 420.93 3.86%

Dow Jones Industrial Average 17,541.96 17,908.28 2.09%

S&P 500 2,041.91 2,082.42 1.98%

Global Equity Performance
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 According to the Organization for Economic Cooperation and Development (OECD), the outlook for developed countries 

continued to weaken in February. The OECD's composite leading indicator for its 34 member nations fell to 99.6 from 99.7 

last January. Note that any number less than 100 indicates slower-than-normal growth. Nevertheless, indicators also 

showed that economic growth in China is set to steady following the recent slowdown. 

 Last March, import prices in the US climbed for the first time in nine months. Import prices rose 0.2% month-on-month, 

lower than the market estimate of +1.0% following February's downwardly revised 0.4%. The increase was largely due to a 

rebound in oil prices as petroleum import prices jumped by 6.5% month-on-month. Meanwhile, prices ex-petroleum dipped 

0.2% month-on-month and 2.7% year-on-year.  

 Small business confidence fell to a two-year low in March amid persistent concerns on sales and profits. The National 

Federation of Independent Business' small-business optimism index fell 0.3 points to 92.6, slightly lower than the market 

estimate of 93.5. According to the NFIB, the April survey will decide whether or not the alarm (flashing a recession signal) 

should be rung.  

 According to Philadelphia Fed President Patrick Harker, central bank should wait for more evidence that inflation is moving 

toward their 2% target before raising interest rates again. Per Harker, "Although I cannot give you a definitive path for how 

policy will evolve, it might prove prudent to wait until the inflation data are stronger before we undertake a second rate 

hike,"  

 Meanwhile, Dallas Fed President Robert Kaplan said he is "very open-minded" on whether to raise interest rates in June, 

but appeared to rule out any chance he will vote for a hike this April. According to Kaplan, "There is a point at which I wil l 

be advocating to take the next step, but it's not now, by the way,"  

 US Retail sales fell in March by 0.3%, worse than the market estimate of a 0.1% gain, following an upwardly revised 

unchanged reading in February. Leading the drop was auto sales, which sank 2.1%, while receipts in service stations 

recorded the largest gain in 9 months as gas prices increased. Not including autos, sales were up 0.2%, still lower than the 

market estimate of +0.4%. 

 Producer prices in the US fell for a second month in March as the producer-price index fell by a seasonally adjusted 0.1%, 

slightly lower than the market estimate of +0.2%. 

 For the month of March through April, the Federal Reserve's latest Beige Book showed that the US economy continued to 

expand, driven by improving labor markets, increase wage pressures and a modest pick-up in consumer spending. 11 out 

of the 12 districts stated that growth expanded over that period, and most said that business contacts expected a similar 

pace of expansion moving forward.  

 Consumer prices in the US barely rose for the first time in four months last March. The CPI went up 0.1% MoM, slightly 

below the market estimate of +0.2%. Prices of gasoline, medical care and shelter rose +2.2%, +0.1% and +0.2%, 

respectively. "Core" prices were also up a marginal 0.1%, lower than the market estimate of +0.2%. 

 Jobless claims in the US dropped for a second week to match their lowest level since 1973 as initial claims declined by 

13,000 to a seasonally adjusted 253,000 compared to the market estimate of 270,000 in the week ended April 9. The four-

week moving average dipped by 1,500 to 265,000. Meanwhile, continuing claims dropped by 18,000 to 2,171,000 in the 

weekend ended April 2. 

  

 

Global Bonds 
 
US Treasury prices slid for the week despite strong demand for the 10-year 

note auction as investors responded to certain US economic data releases 

and the recovery in oil prices. The week started off relatively flat with a 

downward bias ahead of the scheduled government debt auction as the 

rally in crude oil led to the selloff of haven debt. However, sentiment was 

reversed especially for longer dated securities following a solid auction for 

the USD20 billion 10-year notes. Said auction fetched the highest demand 

level since January, while yields reached 1.765% with a bid-to-cover ratio 

of 2.75, well above the recent 2.62 average. Moreover, the sale reinforced 

weaker-than-expected readings on U.S. producer prices and retail sales. Nonetheless, Treasury prices still ended the week lower 

as markets geared up for the upcoming OPEC meeting which bolstered the strong recovery of oil prices.   

 

Week-on-week, yields increased by an average of 6.53 basis points. The two-year note yield gained 7.85 basis points to close at 

0.766%. Meanwhile, the ten-year benchmark yield climbed 10.30 basis points to close at 1.792%. 

 

 

 

US Treasury Yield Curve

Tenor 7-Apr 14-Apr  +/- bps

3m 0.229 0.219 -1.02

6m 0.340 0.362 2.14

2y 0.688 0.766 7.85

5y 1.137 1.250 11.33

10y 1.689 1.792 10.30

30y 2.515 2.601 8.56



 

 

 

 

 

Currencies  
 

The US Dollar traded sideways with a slight upward bias vis-a-vis the Euro 

this week as US inflation continued to creep up and the growth scarcity 

premium post the IMF global economic downgrade. The greenback ended 

last week on a soft note given the fall in US wholesale inventories in face of 

bounding German exports for February. The US Dollar likewise started this 

week flat as investors waited for US labor, inflation and consumer sentiment 

data. On Tuesday, the US Dollar recovered despite falling small business 

confidence, dovish Fed commentary and a higher fiscal deficit as the IMF 

downgrade to global growth bestowed a growth scarcity premium on the 

American economy. Mid-week, the Fed's Beige Book revealed that US 

economic strength in March so far carried into April and good Chinese 

exports dispelled concern of exogenous drag on the US economy. Towards the weekend the greenback maintained its strength on 

decent, much anticipated US CPI and jobless claims results. Inflation continued to creep higher, growing 0.1% (MoM) in March, 

largely because of the recent rise in energy prices. Weekly jobless claims likewise continued to fall 13,000 jobs to multi-decade 

lows, printing at 253,000 as of week ended April 9th, somewhat lower than the market estimate of 270K.  

 

Week-on-Week, the EUR/USD pair traded sideways with a downward bias, falling 1.14 US Cents, or -1.00%, to close trading at the 

1.1259 level.    

 

The week ahead (April 18 – April 22) 

 

For next week, we expect quiet trading as data releases will be limited, and all eyes will be on the European Central Bank meeting 

(the first since they announced that surprise rate cut last March). Investors will also be cautious ahead of more corporate earnings 

results and more Fed speak. As such, we expect range-bound trading for both equities and fixed income markets. For next week, 

expect the EUR/USD pair to continue moving sideways (downward bias) given the dearth of economic releases besides industrial 

production.   

Currencies 

7-Apr 14-Apr % Change

USD/PHP 46.100 46.230 0.28%

EUR/USD 1.1373 1.1259 -1.00%

GBP/USD 1.4077 1.4131 0.38%

USD/JPY 108.34 109.23 0.82%

AUD/USD 0.7553 0.7703 1.99%

USD/CHF 0.9572 0.9656 0.88%

EUR/CHF 1.08867 1.08718 -0.14%

EUR/JPY 123.21 122.99 -0.18%



 

Philippine Financial Markets 
 
The local equities market rallied strongly as oil prices firmed up awaiting for the result of the OPEC meeting. On the local 
fixed income space, yields of government securities declined on average, as investors managed to take positions despite 
persistent volatility in oil prices. The Peso traded flat relative to the US Dollar all week, barely appreciating as investors 
considered upcoming US data, global growth downgrades and renewed volatility of oil prices. 

Local Equities  
  
The local equities market ended in green, four out of five trading sessions this 

week due to the rally in oil prices in anticipation of continued freeze in oil 

production and as data showed that the US rig count declined further. US oil rig 

count fell for the third straight week to an all-time low, gaining optimism from 

the market that oil prices are on track to recovery. Brent crude oil rose 5% to 

US$44 and even reached US$44.65 during the week. Risk-on sentiment was 

sustained as China came out with good trade numbers, alleviating concerns on 

slow emerging market growth. China's dollar-denominated exports rose 11.5%, 

recovering from a 25.4% decline in February. This week also marked the end 

of the earnings season with companies showing mixed results. But in general, listed companies reported broadly in-line earning for 

the full year 2015. 

 

By Friday, the market slumped as profit taking overshadowed the strong remittance growth. For the month of February, overseas 

Filipino Workers' remittances rose 9% to US$2.3 billion, much better than consensus expectations of 4%, and the fastest recorded 

since June 2015. 

 

Week-on-week, the PSEi gained 74.10 points, or +1.02%, to close at 7,321.30. For the week, foreigners were net sellers at Php1.27 

billion, or US$27.44 million. Year-to-date, net foreign outflows reached Php710.71 million, or US$15.38 million. 

 

Holding Firms: 

 According to Filinvest Development Corp. (PSE Ticker: FDC), it booked a net income of Php7 billion in 2015, up 13% from 

2014. Meanwhile, its revenues grew 28% to Php49.3 billion in 2015 due to the initial recognition of electricity sales from its 

power subsidiary, FDC Utilities Inc., as well as increased sales in its real estate operations. Of the company’s revenues, 43% 

came from its real estate business, 37% was contributed by its financial services and banking arm, 13% was from power 

generation, 5% was generated from its sugar operations, while the remaining 2% was from its hotel operations. 

 In a statement to the PSE, JG Summit Holdings, Inc. (PSE Ticker: JGS) reported that its core net income (excluding non-

recurring items) registered 38.1% growth, earning a total of Php28.05 billion in 2015 compared to Php20.30 billion in 2014. 

The company cited that the increase in core net income was due to the double digit income growth in their core businesses 

particularly Cebu Air and Petrochemicals group. Meanwhile, the company’s consolidated revenues grew 21.1% to Php229.27 

billion in 2015 from Php184.81 billion in 2014. 

Industrials: 

 RFM Corp. (PSE ticker: RFM) reported a net income of Php216 million in the first quarter of 2016, 20% higher than the same 

period last year. Management attributed the strong growth performance to the 16% growth in sales of its consumer group, 

which includes the ice cream and pasta products. They expect that this strong growth trajectory will continue for the whole of 

2016 given the robust consumption spending and the favorable outlook on commodity input costs. 

Property: 

 Gokongwei-led Robinsons Land Corp. (PSE ticker: RLC) partnered with Japanese hotel operator Xymax Corp. to sell its 

Karaksa Hotels in Japan to the Philippine market through the website of RLC's Go Hotels. It is similar to RLC's no-frills Go 

Hotels which would supplement the country's lack of budget friendly hotel rooms. The guest rooms will have high quality 

beds, hot and cold shower, bath amenities, free wifi and buffet breakfast for all guests. Xymax plans to open 1,500 hotel 

rooms in the next three years while RLC is expecting to reach 3,331 rooms by 2018. 

 Following its Php10-billion preferred shares issuance, DoubleDragon Properties Corp. (PSE ticker: DD) plans to raise an 

additional Php15 billion through the debt market to fund its expansion program. The company is targeting to raise the funds 

within the latter part of the year, depending on the opportunities to acquire land. They said that it would most likely be via 

retail bonds or corporate notes or a combination of both. The company plans to hit one million square meters of leasable 

space by 2020 through the aggressive rollout of 100 community malls and office towers. 

8-Apr 15-Apr % Change

PSEi 7,247.20 7,321.30 1.02%

Philippine  Stock Exchange  Index



 

Services: 

 The Philippine Long Distance Telephone Co. (PSE ticker: TEL) announced that it would be spending PHp25 billion this year 

to improve its cellular and mobile internet services. Total capital expenditure is budgeted to be at Php43 billion. Specifically, 

the amount would be spent for the integration of the Smart and Sun networks, improvement of 3G and LTE as well as rollout 

of LTE-Advanced services. The group expects to complete the network integration of the two mobile brands to be finished by 

the end of this year. 

 Puregold Price Club, Inc. (PSE Ticker: PGOLD) reported that its 2015 net income reached Php5 billion, up 10.6% from the 

Php4.52 billion reported in 2014. The company cited strong consumer demand from its existing stores (i.e., Puregold, S&R 

stores, S&R New York Style Pizza) and its newly opened stores as the drivers for net sales increase. Moreover, the company 

expects to sustain or achieve higher same store sales growth in 2016 given that the same stores sales growth in the first two 

months of 2016 has been in the high single digit range. As of end 2015, the Puregold group has a total of 298 stores 

nationwide. 

 SSI Group, Inc. (PSE ticker: SSI) reported a 19% decline in earnings for full year 2015 due to lower margins brought by 

intensified competition. Net profit reached Php810.7 million only from Php998 million seen in 2014. Excluding nonrecurring 

losses of its joint ventures, net profit would have declined by only 9.1%. Meanwhile, revenues rose 15% to Php17.4 billion 

from Php15.21 billion driven by new store openings as well as diversified brand portfolio. 

 
 
Philippine Bond Market  

 
On the local fixed income space, yields of government securities declined on 
average, as investors managed to take positions amid persistent volatility in oil 
prices. Throughout most of the week, investors remained on the sidelines 
amid the lack of local developments. Some bargain-hunting ensued as 
investors looked to take positions on the short-end, but ultimately, cautious 
trading prevailed as the May elections draw ever closer.   
 
 
 
Yields declined by an average of 14.7 basis points for the week. The short, 
belly and the long-end of the curve dropped by 5.10, 42.81 and 11.18 basis 
points, respectively.  
 
 
 
 
 
Philippine Peso  
 
The Peso traded flat relative to the US Dollar all week, barely appreciating as investors considered upcoming US data, global 

growth downgrades and renewed volatility of oil prices. The Peso started the week on a strong note owing to the disappointing US 

wholesale inventories reported last Friday and on renewed buying interest in the local bourse. On Tuesday, the Peso tracked 

regional strength in emerging market (EM) currencies given the rebound in oil and as investors shed risk on excessive greenback 

holdings should inflation, labor and consumer data disappoint. Mid-week, the Peso corrected in tandem with the region on news the 

IMF downgraded global growth by 0.20% to 3.2%. The greenback sustained its recovery the next day as Chinese export data 

alleviated concern of exogenous economic drag on the US economy, which was seen in a better light after the IMF downgrade. By 

week-end the Peso resumed its modest rally as US inflation and jobless claims missed markets' expectations by a tad bit.    

 

Week-on-week, the USD/PHP pair traded sideways with a slight downward bias, falling 7.5 centavos, or -0.16%, to close the week 

at the 46.06 level. 

 

 The World Bank retained its 6.4% 2016 growth outlook for the Philippines, buoyed by election spending and robust 

domestic demand. Nonetheless, the World Bank cited some internal challenges faced by the country, such as relatively 

low tax collection, resolution of delays in public private partnerships for sustained infrastructure spending, and the 

upcoming elections. While the Bank declined to speculate on the results of the elections, it does expect growth to fall in 

2017 and stagnate the year after. In addition to the aforementioned challenges, weak outlook for global growth was also 

considered. External risks cited include uneven growth in the developing world, China’s slowdown, and weak oil prices that 

are impacting remittances from Filipinos in the Middle East. 

T enor 8-Apr 15-Apr  Change

1m 2.63 2.15 -48

3m 1.60 1.91 32

6m 1.80 1.75 -4

1y 2.41 2.40 0

2y 2.73 3.21 49

3y 3.78 2.97 -81

4y 3.23 3.15 -8

5y 3.48 3.40 -8

7y 4.45 3.70 -75

10y 4.71 4.47 -24

20y 5.33 5.23 -10

25y 5.25 5.25 0

Average -14.7

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

 According to Moody's Analytics, the country's industrial production likely grew by 5.5% in February, after it surged by 

34.3% in January, still one of the best performing economies in the region. Latest data from the Philippine Statistics 

Authority (PSA) showed the volume of production index (VoPI) grew by 34.3% in January as production of tobacco 

products, machinery, and food and beverages significantly increased. Meanwhile, value of production index (VaPI) also 

rose significantly by 26.5% in the same month. 

 According to the Philippine Statistics Authority (PSA), data from the February Monthly Integrated Survey of Selected 

Industries (MISSI) showed that factory output, measured by the volume of production index (VoPI), accelerated to 8.4% 

year-on-year in contrast with the 2.1% deceleration recorded last year. The growth was mainly driven by furniture and 

fixtures (32.4%), food manufacturing (26%), rubber and plastic products (25.6%), fabricated metal products (24.7%), 

machinery except electrical (22.8%), printing (22.4%), non-metallic mineral products ( 19.8%), and electrical machinery 

(16.3%). On the other hand, sectors that reported decreased production at double-digit rates were: petroleum products (-

10.5%), basic metals (-18.6%), textiles (-21.7%), and leather products (-80.5%). 

 In a report from the Chamber of Automotive Manufacturers of the Philippines, Inc. (CAMPI) and Truck Manufacturers 

Association (TMA), it showed that vehicle sales during the first quarter of the year continued to rise for the fourth straight 

year. Sales during the period reached 76,479 units, up 22% from 62,882 units during the same period last year. For March 

alone, sales grew by 9% to 27,521 units from the previous month's 25,150 units. Passenger cars account for the bulk of 

the industry's sales of 39%, which grew by 19% year-on-year. Coming in second is the commercial vehicles, contributing 

23% of the sales or 16,176 units. GT Capital Holdings, Inc.'s  (PSE ticker: GTCAP) Toyota Motors remained to be the 

market leader with 39.92% share. 

 The country’s exports continued to slide in February, extending the streak of declines to 11 months. Export sales were 

down 4.5% to USD4.31 billion in February from last year’s USD4.51 billion. The PSA attributed the negative year-on-year 

change to articles of apparel and clothing accessories (-44.9%), chemicals (-38.5%), other manufactures (-15.5%), metal 

components (-13.3%), and coconut oil (-5.1%). Conversely, the PSA cited electronics exports (8.1%), machinery and 

transport equipment (10.9%), woodcrafts and furniture (29.6%), and ignition wiring sets and other wiring sets used in 

vehicles, aircraft, and ships (13.3%) as drivers for growth. 

 Data from the Department of Budget and Management (DBM) showed that state agencies were able to utilize all their 

existing budget allocations in March. Notices of cash allocation (NCA) reached Php200.69 billion, with Php163.69 billion 

spent last month alone. Utilization rate rose to 123%, faster than the 88% and 74% recorded in January and February, 

respectively. Aggregately for the first quarter, the rate was pegged at 96%. According to economists, this is a good 

indication of a robust first quarter GDP as supported government spending. 

 According to a Grant Thornton International business report, the confidence of local business leaders in the Philippine 

economy fell in the first quarter of the year but still more optimistic than the outlook on the global economy. Business 

optimism fell to 56% from 84% in the same period last year. This is the lowest quarterly reading since the fourth quarter of 

2012. Despite the decline, the Philippines remains to have one of the world's most optimistic business leaders, ranking 8th 

out of 36 economies globally. According to the survey participants, they are still confident about their prospects for revenue 

and employment plans. And the extent of the Chinese economic slowdown is expected to be not as bad as what was 

feared. 

 Standard & Poor's Ratings Services (S&P) expects the Philippine economy to grow 6% in 2016, upwardly revised from its 

5.6% forecast set in September last year. Moreover, the rating agency expects the country’s growth to accelerate to 6.3% 

in 2017. The company cited robust domestic consumption and expansion of the business process outsourcing sector as 

main contributors to the country’s growth. On the other hand, it said that there is still some political transition risk as the 

country elects a new set of leaders in May. 

 According to a report released by Moody’s Investors Service, the diverse destinations and jobs of Filipino migrant workers 

as well as the robust business process outsourcing (BPO) sector would mitigate the impact of cheap oil on remittances to 

the Philippines. The debt rating agency noted that the slump oil prices has prompted declines in remittances to several 

Asian countries. However, the diversified locations and vocations of migrant workers from the Philippines, India, and 

Vietnam could help to reduce the drop in remittances in said countries. Moody’s added that personnel in domestic work, 

hospitality, medical services, and engineering are much less likely to see an impact from those in the construction or gas 

and oil industries. 

 Report from the Bangko Sentral ng Pilipinas (BSP) showed that more foreign portfolio investments or "hot money" flowed 

into the country in March due to the investors' renewed interest. Net inflow reached US$482.43 million, a complete 

reversal of the US$21.58 million in net outflows in the same month last year, more than eight times the US$57.74 million 

posted in February. For the first three months of the year, total inflows reached US$1.67 billion, up 58.1% from end-

February 2016, but down 42.6% from the US$2.1 billion recorded in the first quarter of 2015. Majority of the inflows or 72% 

flowed to the Philippine Stock Exchange (PSE) while the remaining 28% went into peso-denominated government 

securities. 



 

 

The week ahead (April 18 – April 22) 

 

We expect the local equities to continue taking cue from the international markets and significant domestic data releases. For next 

week, we see the PSEi to trade between 7,250 to 7,400. Bond yields are expected to once again take leads from global 

developments, as local data releases next week will be limited to the Balance of Payments figure. For next week, expect the 

USD/PHP pair to trade sideways with a slight upward bias should US industrial production beat expectations in an otherwise quiet 

week.  

 


