
 

April 20, 2015 

Global Financial Markets 
 
Global equities markets continued to rally amid mostly positive corporate earnings releases and a reiteration of the 
European Central Bank’s commitment to its QE measures. US Treasury prices likewise rose as recurring concerns over a 
potential Grexit fuelled demand for safe-havens. The Euro gained relative to the US Dollar this week as increasingly 
pessimistic US economic results mounted. 
  
Global Equities 

Global equities continued to 

climb during the week amid 

mostly positive corporate 

earnings releases. Weak 

economic data from the US, 

meanwhile, served to fuel hopes 

that the Fed may delay their first 

rate hike. However, some 

hawkish commentaries from Fed 

officials served to cap any 

significant gains.  

US equities rallied at the 

beginning of the week as 

investors cheered a major 

restructuring plan from General 

Electric that could return up to 

US$90 billion to shareholders. 

The mostly strong corporate 

earnings likewise boosted stocks 

further. Of the 51 companies in 

the S&P500 that have reported 

thus far, 76.5% have exceeded 

profit expectations.  

European stocks, meanwhile, 

posted slight gains on the back 

of strong corporate earnings and 

the ECB’s comment to remain committed to its asset purchases, though gains were limited as fears amid a potential “Grexit” 

resurfaced and as the German stock market finally lost steam on its QE-fuelled rally.  

Asian shares gained the most amid high liquidity, as well as speculations of further stimulus measures in the world’s second largest 

economy following weak Chinese GDP data for the 1
st
 quarter.  

Week-on-week, the MSCI World Index gained 0.83% led by the Asian Region, which added 2.05% and the European Region, which 
rose 0.53% . The Dow Jones Industrial Average index and the S&P500 index both gained 0.86% and 0.74%, respectively.  

Economic data releases for the week were mixed, though investors were mostly focused on corporate earnings results for the first 
quarter. 

 US import prices fell in March by 0.3% month-on-month last March, slightly higher than the market estimate of -0.4%, 
from a downwardly revised 0.2% gain last February. On a year-on-year basis, import prices were down 10.5%, the 
largest decline since September 2009. Imported petroleum prices were up 0.8% following February’s 5.2% jump. 
Meanwhile, export prices were up 0.1% month-on-month, but down 6.7% year-on-year. 

 US budget deficit was slightly up in the first half of fiscal year 2015 ended March. The 1H15 deficit of US$439.47 
billion, 6% higher YoY. This March, the deficit spiked 43% YoY to US$52.91 billion compared to the market estimate 
of a US$43.9 billion deficit. Larger deficits are seen in March due to tax refunds. 

 The US Energy Information Administration (EIA) projected that production from the quickest-growing US shale plays 
will fall about 45,000 barrels per day in May from April. Meanwhile, oil production from the Permian Basin of West 
Texas and New Mexico will climb 11,000 barrels per day to 1.99 million barrels per day, the smallest monthly increase 
since November 2013.  

09-Apr-15 16-Apr-15 % Change

MSCI World 1,771.86 1,786.58 0.83%

MSCI Europe 139.15 139.89 0.53%

MSCI Asia-Pacific ex-Japan 506.77 517.15 2.05%

Dow Jones Industrial Average 17,958.73 18,112.61 0.86%

S&P 500 2,091.18 2,106.63 0.74%

Global Equity Performance
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 US retail sales climbed last March, marking the first gain since November last year. Retail sales rose 0.9% on a 
monthly basis, slightly lower than the market estimate of +1.1%, to a seasonally adjusted US$441.4 billion. Though 
lower than consensus estimate, it was still the largest monthly gain in a year and followed February’s 0.5% decline. 
On an annual basis, retail sales rose by 1.3%. Last March, the year-on-year increase was at 4.5%. Overall sales were 
primarily driven by car purchases (+2.7%) though soft gas station sales continued to weigh. Not including gasoline 
and autos, sales were up 0.5%, still slightly lower than the market estimate of 0.6%. 

 The US produce-price index for final demand inched up a seasonally adjusted 0.2% month-on-month, slightly lower 
than the market estimate of +0.3%. Not including the volatile food and energy categories, “core” PPI likewise rose 
0.2%, slightly higher than the market estimate of +0.1%. On an annual basis, the PPI fell 0.8% but rose 0.9% on the 
“core” basis. Energy prices spiked 1.5% month-on-month but were down 21.7% year-on-year. Gasoline prices likewise 
rose 7.2%, the largest increase since September 2012. Food prices fell by 0.8% month-on-month and 1.4% year-on-
year. 

 The US Federal Reserve’s “Beige Book” report showed that US economic activity continued to expand across most of 
the country last February and March, though the strong dollar and falling oil prices continued to weigh on the 
manufacturing sector. The According to the report, “modest” growth was seen in eight of the twelve monitored 
districts. Elsewhere, economic activity was described to be steady, slight or continuing to expand.  

 US industrial output slowed the most in over 2.5 last March as industrial production fell 0.6%, much lower than the 
market estimate of -0.3%, following February’s measly 0.1% gain. Mining production, down 0.7%,  was dragged by a 
17.7% plunge in oil and gas well drilling. Industrial production for the first quarter was down at an annual pace of 
1.0%, the first quarterly decline since Q2’09. Meanwhile, manufacturing output inched up 0.1%, the first increase since 
November last year. 

 US housing starts rose by just 2% month-on-month last March to a seasonally adjusted 926,000, ,uch lower than the 
market estimate of a 15.9% increase to 1,040,000. For the first quarter, housing starts average at 969,000 each 
month, down from the +1,000,000 rate last year. Starts on single-family units rose 4.4%, while multi-family units, 
including apartments and condominiums, fell by 2.5%. Applications for building permits plunged 5.7%, also much 
lower than the market estimate of a 1.9% decline, to a seasonally adjusted 1,039,000. 

 The number of Americans seeking initial jobless claims rose 12,000 last week to a seasonally adjusted 294,000, 
higher than the the market estimate of 280,000 in the week ended April 11. The less-volatile four-week moving 
average of claims inched higher 250 to 282,750 while the number of continuing claims fell by 40,000 to 2.268 million in 
the week ended April 4 

 

Global Bonds  
 

US Treasury prices rallied during the week amid mostly weak US economic 
data. Recurring concerns over a potential Grexit likewise served to fuel 
demand for safe-havens such as US Treasuries. Bond prices were further 
boosted when the European Central Bank reiterated its commitment to 
following through with its bond purchases to its full degree.  
 
Week-on-week, the 10-year US Treasury yield fell 6.99 basis points to close 
Thursday at 1.890%.  
 

 

Currencies  

The US Dollar depreciated substantially vis-a-vis the Euro this week, 
relative to previous weeks, on a slew of data poor economic releases 
starting with the deeply disappointing non-farm payroll additions last week. 
Though lower jobless claims for the same week buoyed sentiment on the 
greenback causing some to speculate that a June Fed-liftoff was back in 
the cards, causing the US Dollar to rally vis-a-vis the Euro on Monday and 
Tuesday despite Greece meeting its financial obligation to the IMF last 
week, poor US indicators announced mid-week weakened the US Dollar 
starting Wednesday. US Retail sales, which grew below expectations of 
1.1% at 0.9% in March and factory output, which fell 0.6% instead of 0.3%, 
led to the greenback's reversal. As the market continued to wait for US 
consumer sentiment data and CPI on Friday, the US Dollar fell again the 
next day on poor US housing starts growth of only 2% vs. expectations of 
15%. The US Dollar will likely continue to weaken Friday on reports of higher than expected jobless claims for this week (294,000 
vs. consensus of 280,000) and lower building permit applications at 1.039 Million (vs. 1.08 Mn. expected).  

US Treasury Yield Curve

Tenor 9-Apr 16-Apr  +/- bps

3m 0.020 0.015 -0.51

6m 0.097 0.076 -2.05

2y 0.548 0.484 -6.39

5y 1.398 1.300 -9.80

10y 1.960 1.890 -6.99

30y 2.598 2.575 -2.28

Currencies 

10-Apr 17-Apr % Change

USD/PHP 44.550 44.430 0.27%

EUR/USD 1.0604 1.0765 1.52%

GBP/USD 1.4632 1.4931 2.04%

USD/JPY 120.22 119.01 1.02%

AUD/USD 0.7682 0.7790 1.41%

USD/CHF 0.9791 0.9562 2.39%

EUR/CHF 1.03910 1.02941 0.94%

EUR/JPY 127.49 128.13 -0.50%
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For next week, the EUR/USD pair will likely move sideways in range-bound trading depending on the outcome of inflation and 
consumer sentiment data due out today (US time). The EUR/USD pair climbed 1.52% (WoW) to close Friday's (Manila time) trading 
at the 1.0765 level. 

 

The week ahead (April 20 – April 24) 

This week, movements in global markets were driven by corporate earnings results and statements from the ECB as well as various 
Federal Reserve officials. Next week, we expect global equities to see some profit-taking as major indices have run-up quite 
significantly for the past 2 weeks. Meanwhile, US Treasuries could trade range-bound as investors remain on the sidelines awaiting 
economic data. Releases for the next week include CPI, existing home sales and durable goods orders in the US.  

For next week, the EUR/USD pair will likely move sideways in range-bound trading depending on the outcome of inflation and 
consumer sentiment data due out today (US time). The EUR/USD pair climbed 1.52% (WoW) to close Friday's (Manila time) trading 
at the 1.0765 level. 
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Philippine Financial Markets 
 
The local equities market retreated as high valuations and weak China GDP growth signaled a perfect opportunity to take 
profits. For the past week, local bond prices traded sideways with a slight downward bias on mostly thin volume. The 
Peso traded sideways relative to the US Dollar this week, appreciating slightly on poor US economic releases. 

 
Local Equities  

The local equities market started the week with a sell-off due to concerns on 
overvaluation after the PSEi reached 27 all-time-highs in just a little over three 
months. Names in the mining and oil sector experienced the biggest decline due 
to the analysts' gloomy outlook on commodities. Meanwhile, China's first quarter 
GDP growth came in at only 7% which turned out to be less than economists' 
expectations and the lowest since 2009. As such, the PSEi, together with other 
Asian markets declined further. Some bargain hunting was seen after the 
European Central Bank reassured its commitment to its quantitative easing 
program, but this was short-lived as the index still ended the week at a loss. 

The PSEi closed the week with a 180.59 points or 2.2% loss at 7,946.89. For the whole week, foreigners were net sellers at 
Php5.57 billion. 
 

Consumer 

 Century Pacific Food, Inc. (PSE ticker: CNPF), reported a 112% increase in net income from Php744 million in 2013 to 
Php1.575 billion in 2104 while revenues increased by only 8% from Php19.023 billion to Php20.473 billion. The surge in 
net earnings was mainly due to the improvement in margins as tuna prices went down and operating costs were 
trimmed. Its branded business delivered 24% growth in revenue as a result of various marketing campaigns and wider 
distribution network. Its private-label export business, on the other hand, contracted by 29% due to weaker tuna prices.   
 

 Consumer technology company, Xurpas Inc. (PSE ticker: X), reported a 60% expansion in net income in 2014 from 
Php119.49 million in 2013 to Php190.72 million in 2014. Excluding non-recurring expenses related to its initial public 
offering last year, X's core net profit grew by 64%. Meanwhile, revenues increased by 56% from Php252.06 million in 
2013 to Php392.22 million in 2014 anchored on its robust mobile consumer business. 
 

Gaming 

 Hong Kong-based Melco Crown Entertainment Ltd. (PSE ticker: MCP) reported a wider net loss of Php6.30 billion in 
2014, 156% less than the Php2.46 billion loss recorded in 2013. This is on account of the pre-operating costs of MCP 
which held the soft opening of its casino, City of Dreams, just last December 2014. Despite this, total revenues surged to 
Php430.20 million from Php53 million in 2013 with gaming revenues accounting for 70% and nongaming revenues 
accounting for 30%.   
 

Properties 
 
 SM Prime Holdings (PSE Ticker: SMPH) is earmarking Php330 billion over the next four years, or until 2018 to capitalize 

on the “very optimistic” forecast in the Southeast Asian region, according to SM Prime President Hans T. Sy. The 

company looks to spend Php20 billion in China each year to expand its mall and residential offerings. For this year 

alone, SM Prime has allocated nearly Php80 billion to support aggressively expanding their Philippine malls as well. 

Holding Firms 

 Metro Pacific Investments Corp. (PSE Ticker: MPI) increased its direct exposure in subsidiary Manila Electric Co. 

(Meralco, PSE Ticker: MER), after purchasing the latter’s shares at a 10.9% discount. MPIC stated that it acquired 

112.71 million shares of Meralco, equivalent to a 10% stake, for about Php235 per share, amounting to a total of 

Php26.5 billion. According to the company, the deal will increase its direct stake in Meralco to 15% and will be funded 

mainly by Php25 billion in “new 10-year bilateral term-loan facilities”. The shares were acquired from a special purpose 

company called Beacon Electric Asset Holdings, Inc., owned by both MPIC and PLDT Communications and Energy 

Ventures, which is under PLDT. 
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 In a disclosure to the Philippine Stock Exchange (PSE), JG Summit Holdings, Inc. (PSE ticker: JGS) reported that its net 

income rose by 75% from Php10.43 billion in 2013 to Php18.25 billion last year. The increase in earnings was primarily 

attributable to the full-year recognition of equity earnings from investments in Meralco, higher dividend income from 

PLDT and Jobstreet Malaysia, lower foreign exchange losses and growth in JGS's core businesses. Revenue expanded 

by 22.9% from Php150.35 billion in 2013 to Php184.81 billion in 2014. All subsidiaries contributed to the strong growth in 

earnings except for its banking arm which earnings fell by 68%. 

Financials 

 Gotianun-led EastWest Banking Corp (PSE Ticker: EW) released the details of its planned Php8 billion stock rights issue 
in a disclosure made to the Philippine Stock Exchange yesterday. The bank has priced its stock rights offering at 
Php21.53 per share, based on the volume-weighted average price of the bank’s common shares on the exchange for 15 
consecutive trading days immediately prior to the offer’s pricing date, at a discount of 12.8%. Net proceeds for the fund-
raising will at first be invested in interbank placements and investments allowed under BSP regulations, though will be 
disbursed as loans within 6 to 12 months. 

 

 
Philippine Bond Market  
 
For the past week, local bond prices traded sideways with a slight downward 
bias on mostly thin volume. The trading week was devoid of major market-
moving developments and most investors cast a far gaze towards the Bureau 
of the Treasury's (BTR) 10-year auction next Tuesday. Local investors took 
their cue, meanwhile, from US Treasuries and overseas developments. Early 
in the week, investors stayed mainly on the sidelines as they considered a 
new deposit facility the BSP introduced on Monday to manage short-term 
liquidity. Mid-week, there was some buying action as some participants began 
to bargain hunt in earnest as other investors rebalanced their positions in 
preparation for the BTR's auction next Tuesday. By Friday, trading came to a 
virtual standstill, in anticipation of overnight data from the US (inflation and 
consumer sentiment) and its implications on Fed lift-off, as well as the 10-year 
auction next week. Yields across the length of the curve gained 1.88 basis 
points, on average, with the short-end and belly gaining 1.01 and 3.43 basis 
points, respectively. The Long-end of the curve, meanwhile, fell -0.25 basis 
points.  
 
For next week, we expect local investors try and influence rates upward early 
in the week in a bid to secure more favorable terms at the auction, Tuesday. 
 
Data released today by the Philippine Statistics Authority showed that industrial production, as measured by the Volume of 
Production Index (VoPI), increased by just 4.4% year-on-year last February, much slower than January’s revised 6.9% year-on-year 
increase. The increase was mainly due to an improvement in the production output observed in 12 major sectors, with double-digit 
increases seen in leather products (+86.8%), tobacco products (+55.2%), printing (+51.4%) and basic metals (+38.8%) among 
others. 
 
According to the Chamber of Automobile Manufacturers and Truck Manufacturers Association (CAMPI), automobile sales were up 
22% year-on-year to 62,882 units during the first quarter of 2015. This marks the first time that car sales finished above 60,000 units 
for a quarter. March sales amounted to 23,557 units, 23% higher year-on-year and 14% higher month-on-month. 
 
Philippine Peso 
 
The Peso traded sideways relative to the US Dollar this week with the USD/PHP pair falling 12 Centavos, or 0.27%, to close the 
week at the 44.43 level. After tracking regional weakness vis-a-vis the greenback last Monday, the short-lived USD rally reversed as 
early as Tuesday for the Peso as market discounted January's poor FDI result and Singapore's no-cut decision in favor of waiting 
for the OFW remittance result, mid-week. That figure, for the month of February, met expectations of 4.2% growth (YoY), which 
supported the Peso from last Thursday through the rest of the week. As more, disappointing US indicators began to trickle out from 
official outlets, the Peso strengthened further and investors waited for more data to consider over the weekend (US consumer 
sentiment and inflation).  
     
 
 

T enor 10-Apr 17-Apr  Change

1m 2.31 2.34 3.48            

3m 2.48 2.70 22.09         

6m 1.93 1.90 (3.65)          

1y 3.25 3.08 (17.89)        

2y 3.31 3.29 (1.84)          

3y 3.55 3.08 (47.33)        

4y 3.67 3.66 (1.50)          

5y 3.12 3.86 73.78         

7y 3.96 3.90 (5.95)          

10y 4.16 4.11 (4.50)          

20y 5.08 5.12 4.00            

25y 0.00 0.00

Average 1.9

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (April 20 – April 24)  
  
We expect the local equities market to trade range-bound from 7,780 to 8,000. Continued net foreign outflows as seen this week will 
drag the index down. Inflation data from the US which is expected to come out next week could influence the direction of the 
market. Low inflation would result to positive sentiment in the equities market as it could indicate a delayed normalization of Fed 
rates. 
 
For next week, we expect local investors try and influence rates upward early in the week in a bid to secure more favorable terms at 
the auction, Tuesday. 
 
For next week, we expect range-bound trading with the USD/PHP moving sideways, but subject to the result of the abovementioned 
economic result over the weekend. Trading range is 44.10 to 44.40. 
 

 


