
 

April 27, 2015 

Global Financial Markets 
 
Global equities markets were mixed as investors reacted to unremarkable corporate earnings, overall weak economic data 
releases and resurfacing concerns on the Greek debt crisis. US Treasury prices fell as investors locked in gains made 
over the previous week. For the past week the US Dollar traded sideways relative to the Euro on competing considerations 
of Greek financial distress and poor US economic indicators. 
  
Global Equities 

Global equities had a 

topsy-turvy week as 

investors digested a mixed 

batch of corporate 

earnings results, the 

possibility of a Grexit, and 

mixed economic data 

across the world.  

US equities, in particular, 

were quite volatile through 

the course of the week as 

market players reacted 

positively to the RRR cut in 

China, and crude oil prices 

soaring to the highest level 

in a year, Meanwhile, 

mostly weak economic 

data releases and 

unremarkable corporate 

earnings served as a drag 

to sentiment.  

European stocks likewise 

took a dive as sentiment 

was weighed down by 

resurfacing concerns of a 

Grexit and disappointing 

PMI figures released later 

during the week.  

Asian shares mirrored weakness in the western markets, despite initial optimism on China’s quantitative easing measures.  

Week-on-week, the MSCI World Index inched up 0.32%. However, the regional indices fell with Europe (-0.95%), followed by the 
Asia-Pacific ex-Japan region (-0.20%). The Dow Jones Industrial Average index lost 0.37% while the S&P500 index gained 0.14%. 

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

 Consumer prices in the US climbed for a second straight month last March, as the CPI increased by 0.2% MoM, 
slightly lower than the market estimate of +0.3%, following February’s 0.2% gain. On an annual basis, the CPI inched 
down 0.1%, lower than the market estimate of 0.0%. Taking out the volatile food and energy prices, costs rose 0.2% 
MoM and 1.8% YoY (Mkt. est: 1.7%), the largest annualized increase since October. Gas prices spiked 3.9%, the 
largest increase since February 2013, following February’s 2.4% rise. Meanwhile, food prices declined 0.2%, the 
largest drop since May 2013. 

 For the month of March, the Conference Board’s Leading Economic for the US crept slightly higher by 0.2%, slightly 
slower than the market estimate of 0.3% to 121.4, following February’s downwardly revised 0.1% increase. According 
to an economist at the Conference Board, "Although the leading economic index still points to a moderate expansion 
in economic activity, its slowing growth rate over recent months suggests weaker growth may be ahead,"  

 For the month of March, the Chicago Fed National Activity Index fell to -0.42, compared to the market estimate of 
+0.10, from February’s -0.18. The less volatile three-month moving average likewise fell to -0.27 from -0.12. The 

16-Apr-15 23-Apr-15 % Change

MSCI World 1,786.58 1,792.31 0.32%

MSCI Europe 139.89 138.56 -0.95%

MSCI Asia-Pacific ex-Japan 517.15 516.12 -0.20%

Dow Jones Industrial Average 18,105.77 18,038.27 -0.37%

S&P 500 2,104.99 2,107.96 0.14%
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production sub-index was the main drag, falling to -0.27 from -0.08 and the employment category dropped to -0.03 
from +0.11 in February. 

 US national chain-store sales crept higher 0.1% MoM during the first two weeks of April. Moreover, the Johnson 
Redbook Sales Index showed that seasonally adjusted sales for the period inched higher 1% YoY, compared with a 
targeted increase of 1.7%. For the second week of April, sales were up 0.8% YoY. Redbook stated that retailers were 
facing a difficult comparison owing to a shift in the Easter holiday. 

 US existing home sales spiked by 6.1% in March, beating the market estimate of a +3.1% gain, to an annual rate of 
5.19 million units. This was the highest level since September 2013. Meanwhile, the inventory of unsold homes rose 
5.3% MoM to 2 million units, the highest level since November last year. On an annual basis however, supply was up 
by just 2%. The median sale price for a previously owned home was up 7.8% YoY, the largest gain since February 
2014, to US$212,100. 

 The German economics ministry raised its forecast for the 2015 economic growth to 1.8% from the earlier forecast of 
1.5%, and predicted a 1.8% growth for 2016, from the previous 1.6%. According to Sigmal Gabriel, minister for 
economics and energy, "The German economy is enjoying an upswing. On the back of a persisting good labor market 
performance with rising wages and increasing employment, Germany is moving along a solid growth path," 

 US new home sales fell back in March after three consecutive months of strong gains. New home sales plunged 
11.4% MoM, much lower than the market estimate of -4.5%, to a seasonally adjusted rate of 481,000, compared to 
the market estimate of 515,000. This was the steepest decline since July 2013. Sales were down 33.3% in the 
Northeast, fell 3.4% in the West and lost 15.8% in the South. Moreover, the median prices of a new home sold 
declined by 1.7% YoY to US$277,400. At March’s sales pace, it would take 5.3 months to clear the supply of houses 
on the market, up from 4.6 months in February. 

 US unemployment claims rose slightly by 1,000 to a seasonally adjusted 295,000 last week, compared to the market 
estimate of 287,000. The less-volatile four-week moving average of claims inched up 1,750 to 284,500, slightly above 
the post-recession low of 282,500 seen earlier this month. Meanwhile, continuing claims rose by 50,000 to 2.325 
million against the market estimate of 2.29 million for the week ended April 11. 
 

Global Bonds  
 

US Treasury price retreated as investors locked in gains from the prior 
week. Some traders also trimmed bullish bets tied to weak economic data 
as well as concerns regarding the Greek debt crisis. However on 
Thursday, Treasuries reversed three straight days of losses to close 
higher following weak home sales data and a subdued “flash” 
manufacturing purchasing managers’ index figure. 
 
Week-on-week, the 10-year US Treasury yield rose 6.80 basis points to 
close Thursday at 1.958%.  
 

 

Currencies  

For the past week the US Dollar traded sideways relative to the Euro. 
From closing weaker last Friday, the greenback sustained its rally of 4 
days before tempering gains on poor US economic news as of close of 
trading-Thursday. Despite US consumer sentiment reaching its second-
highest level since 2007 and a cloud of "Grexit"-related anxiety casting its 
shadow over the Euro, the US Dollar ended last week lower. These 
concerns became more pronounced, Monday, with the US Dollar 
beginning its rally on anxiety and doubt surrounding Greece's ability to 
submit a convincing turn-around plan this week. On Tuesday, as German 
economic sentiment results (measured by the ZEW survey) showing a 1.5 
point contraction in April were released, the US Dollar sustained gains 
amid an ECB more vocal about limitations to Greece-bound financial aid. 
Past mid-week, the US economy got a shot-in-the-arm on the back of 
higher than expected US existing home sales of 6% (twice consensus), month-on-month. This tempered Friday, however, as 
overnight data on the heels of the good housing news was less than cheerful. New US homes, conversely, fell 11.4% to only 
481,000 units, instead of to 513,000 homes. It didn't help the US Dollar that a critical meeting between Greek PM Tsipras and 
German Chancellor Merkel ended on an apparently positive note. The EUR/USD pair closed the week flat, gaining a miniscule 0.02 
US cents per Euro, or 0.02%, to close the week at the 1.0808 level.  

 

 

US Treasury Yield Curve

Tenor 16-Apr 23-Apr  +/- bps

3m 0.015 0.020 0.51

6m 0.076 0.087 1.04

2y 0.484 0.528 4.45

5y 1.300 1.365 6.53

10y 1.890 1.958 6.80

30y 2.575 2.653 7.77

Currencies 

17-Apr 24-Apr % Change

USD/PHP 44.275 44.300 0.06%

EUR/USD 1.0806 1.0808 0.02%

GBP/USD 1.4962 1.5041 0.53%

USD/JPY 118.90 119.51 0.51%

AUD/USD 0.7782 0.7775 -0.09%

USD/CHF 0.9521 0.9565 0.46%

EUR/CHF 1.02900 1.03378 0.46%

EUR/JPY 128.49 129.18 0.54%
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The week ahead (April 27 – April 30) 

This week, movements in global markets were driven by more corporate earnings results, economic data releases and concerns 
over the Greek debt crisis. Next week, all eyes will be on the FOMC meeting to be held on the 28

th
 (concluding Wednesday, US 

time). Investors will be waiting for further news on the pace and timing of the Fed’s rate hikes. Any statement which causes 
investors to believe that a delay in rate hikes is possible will boost equities, while the reverse will cause a decline. US Treasuries 
will likely also trade range-bound ahead of the meeting. Economic data releases for the next week include US personal 
consumption and consumer confidence data.  

For this coming week, expect the EUR/USD to move sideways on range-bound trading until mid-week, as the market watches for 
market cues leading up to the Fed's FOMC meeting Thursday. 
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Philippine Financial Markets 
 
The local equities market ended flat as investors stayed on the sidelines, awaiting for the upcoming earnings releases.  
For the week, local bond prices traded sideways with a slight upward bias as poor US economic growth trumped net 
foreign selling from our local equity market. 
 
Local Equities  
 
The local equities market ended flat this week as investors stayed on the 
sidelines, awaiting for the first quarter earnings results. Selling was still seen 
early on during the week as sellers took the opportunity to take profits. Volatility 
in other parts of the world such as the US, the Eurozone and China, weighed 
down on sentiment. By the end of the week, bargain hunters dominated the 
market to pick up heavily sold stocks. The mining and oil sector rebounded 
after being sold down significantly during the previous weeks and as the crude 
oil prices surged. Although, low value turnover was experienced this week as 
investors positioned for the release of the first quarter results.  
  
The PSEi closed the week with a negligible gain of 0.36 points at 7,947.25. For the whole week, foreigners were net buyers at 
Php86.35 million. 

 
Properties 
 
 Megawide Construction Corp. (PSE Ticker: MWIDE) allocated roughly Php1.61 billion this year to finance the public-

private partnership (PPP) contract it won to build, transfer and operate an integrated transport terminal hub in the south 

of Metro Manila. According to MWIDE’s Chief Executive Office Michael C. Cosiquien, the funding is ready. Since the firm 

partnered with Walter Mart, the share would be 51% Megawide, then 49% with Walter Mart. 

 

 According to the Bases Conversion and Development Authority (BCDA), the Supreme Court’s final decision to subject 

the 33.1-hectare Bonifacio South Pointe in Taguig City to a Swiss challenge is seen as disregarding national security 

and threatening the level playing field for business. The Supreme Court Special Third Division’s recent ruling prioritizes 

the commercial interest of SM Land Inc. over the welfare and safety of the country’s soldiers, the BCDA said. The 

government is estimated to lose Php12 billion if it disposes the land through a Swiss challenge, while the AFP, which 

gets 50% of the asset disposition proceeds, could lose Php6 billion for its modernization program. In a Swiss challenge, 

the government can ask third parties to bid for a project based on a proposal given by an original proponent. There 

would then be an option for an original proponent to match the superior offers of other parties. 

 

 Ayala Land, Inc. (PSE Ticker: ALI) has earmarked Php16 billion to develop its 2.3-hectare property in Bonifacio Global 

City into a new mixed-use integrated hub over the next six years. According to ALI, the development, named Park 

Triangle, will have several integrated components to be undertaken by upscale subsidiary Alveo Land Corp. and Ayala 

Malls. Park Triangle Corporate Plaza, an office condominium by Alveo Land, was launched August last year. The Park 

Triangle Mall is targeted to open by 2Q2018 while Park Triangle Residences will begin turnover by 1Q2021. 

 

Utilities 
 
 The arbitration panel finally decided against Manila Water Company (PSE ticker: MWC) regarding its proposal to 

increase its water charges. In a disclosure, MWC said that the decision of the panel resulted to an 11.05% cut or about 

Php2.77-per-cubic meter (/cu.m.) cut to its 2012 basic water charge. A Php1.66/cu.m. tariff reduction will take effect this 

year reducing the average monthly bill of a customer consumer 30 cu.m. by Php14.86 from Php618.23 to Php603.37. 

Meanwhile, the remaining Php0.55/cu.m. cut will be implemented for each of 2016 and 2017. 

 

 In a disclosure to the PSE, Philippine Long Distance Telephone Co. (PSE ticker: TEL) said it will invest US$15 million 

(Php664.5 million) in a Kuala Lumpur-based video streaming start-up, iFlix. The funds raised by iFlix will be used to 

continue to roll out the iFlix service across the Southeast Asia region, acquire rights to new content, produce original 

programming and market to potential customers. Its products will be launched in key Southeast Asian markets such as 

Malaysia, Thailand, Philippines, Indonesia and Vietnam. This investment is part of PLDT's strategy of developing new 

revenue streams and complement its present business. 

 

17-Apr 24-Apr % Change

PSEi 7,946.89 7,947.25 0.00%

Philippine  Stock Exchange  Index
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 Telecommunications giant Philippine Long Distance Telephone Co. (PSE Ticker: TEL) is looking to spend more to 

further improve its network infrastructure after investing Php160 billion for its capital expenditures over the past four 

years. According to TEL’s spokesperson Ramon Isberto, the company has set aside Php39 billion to roll out more 4G 

and 3G mobile phone cell sites and more fiber optic cables to homes and offices. 

Holding Firms 

 Listed conglomerate, DMCI Holdings Inc. (DMCI) saw its net earnings decline by nearly half in 2014 due to higher one-

time gains recognized in 2013 as well as weak operating results from its power and construction subsidiaries. 

Consolidated net income last year declined by 43% to Php10.78 billion from Php18.94 billion in 2013. Net income 

contribution from power dropped 42% from Php3.5 billion in 2013 to Php2.0 billion last year while the contribution from 

the construction business dropped by 62% from Php1.3 billion in 2013 to Php479 million last year. Meanwhile, its 

mining, real estate and water businesses managed to post strong results, contributing 125%, 114% and 22% expansion 

in net income, respectively. 

 

 Lopez Holdings Inc. (PSE ticker: LPZ) reported a 94% increase in net income to Php3.76 billion in 2014 from Php1.94 

billion the previous year. The strong performance of the holding company was driven primarily by its energy holding unit, 

First Philippine Holdings Corp. (FPH) which comprises about 80% of LPZ's revenues. Its broadcast unit, ABS-CBN 

Corp.'s net income was flat compared to 2013, but rose 42% in 2014 without considering the effects of election-related 

advertisements the previous year. 

Financials 

 Aboitiz Group's banking arm, Union Bank of the Philippines (PSE ticker: UBP) reported earnings yesterday, showing a 

39% decline in its first quarter net income from Php2.410 billion in the same period last  year to Php1.481 billion this 

year. Earnings was dragged by the significant drop in trading gains, which nearly halved during the first three months of 

the years from Php1.070 billion last year to Php540 million this year. Meanwhile, net interest income also sank to 

Php2.527 billion from Php2.653 billion in 2014. 

 
Philippine Bond Market  

 
For the week, local bond prices traded sideways with a slight upward bias, 
despite falling 4 out of five days. On Monday, bonds traded flat to downward 
as investors waited for Tuesday's 10-year bond auction by the Bureau of the 
Treasury (BTR). Late-Tuesday, when all bids were rejected in a sign the fixed 
income market was still flush with liquidity, bonds rallied anyway on news the 
BTR proposed a possible bond-swap for higher yielding 10-15 year 
instruments sometime in Q3. Profit-taking promptly ensued, mid-week, with 
investors in a selling mood in a market devoid of new developments. This 
carried on into Thursday and Friday as directionless trading took its cue from 
rising US Treasury yields with selling emphasis placed on the long-ends of the 
yield curve. Week-on-week, the yield curve fell 7.34 basis points, on average, 
across the length of the curve with the short and belly losing 11.64 and 7.56 
basis points, respectively. The long-end, meanwhile, gained 1.81 basis points.  
 
For this coming week, expect local bond prices to move sideways on range-
bound trading until mid-week, as the market watches for market cues leading 
up to the Fed's FOMC meeting Thursday. 
 
 
 
 According to the Labor Turnover Survey issued by the Bureau of Labor and Employment Statistics (BLES), employment growth in 
large Metro Manila enterprises slowed to 1.02% year-on-year in 4Q14 from 3.22% a year earlier. The BLES stated that the services 
sector reported employment growth during the period at 1.39% on an annual basis, led by the administrative and support service 
segment, which includes Business Process Outsourcing jobs. Employment growth in the segment was 4.51%. 
 
According to an official from the Department of Finance (DoF), the Philippine economy could get an added boost in the next six 
years if the current administration’s successor is able to roll out the public-private partnership projects (PPP) in the pipeline. 

T enor 17-Apr 24-Apr  Change

1m 2.34 2.34 0.17            

3m 2.70 2.00 (70.32)        

6m 1.90 2.25 35.67         

1y 3.08 2.95 (12.08)        

2y 3.29 3.30 0.84            

3y 3.08 3.52 44.50         

4y 3.66 3.68 1.83            

5y 3.86 3.21 (65.16)        

7y 3.90 3.70 (19.83)        

10y 4.11 4.12 0.63            

20y 5.12 5.15 3.00            

25y 4.02 4.02

Average -7.3

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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Undersecretary and Chief Economist Gil S. Beltran stated that the pending PPP projects are equivalent to around 10% to 12% of 
gross domestic product (GDP). 
 
Philippine Peso 
 
The Peso traded sideways vis-a-vis the US Dollar this week with a very slight downward bias on strong net-foreign selling of local 
equities. The Peso alternated between appreciation and depreciation this week as 2 themes dominated the market; mounting net-
foreign selling and poor US economic indicators. Weak US inflation last March caused the greenback to weaken, Monday, as 
expectations turned to a later Fed-liftoff than June. Profit-taking led the Peso lower, Tuesday, on indications that financial markets 
are still highly liquid and that sharp net-foreign selling adversely affected the PCOMP. Sentiment reversed to risk-on, once again, as 
poor US economic indicators signaled "lower for longer" interest rates. Counter to this, somewhat, US sales of existing homes beat 
consensus expectations, Thursday, supporting the US Dollar once again. The Peso took the lead once again, Friday, as US new 
housing sales, this time, fell worse than expected, leading the USD/PHP lower. Week-on-week, the USD/PHP pair traded flat, 
depreciating only 0.06%, or 2.5 centavos, to close the week at the 44.30 level. 
 
 
The week ahead (April 27 – April 30)  
  
We expect the local equities market to trade between 7,850 to 8,030 with an upward bias as companies start to announce first 
quarter results. We are expecting a mostly positive performance from the corporates as they benefit from the sustained low oil 
prices and low interest environment. Henry Sy-led BDO kicked off the earnings season, reporting a better-than-expected 
performance due to trading gains. Aside from the corporate earnings releases, sentiment might also affect the market as the Fed 
governors convene again next week. 
 
For this coming week, expect local bond prices to move sideways on range-bound trading until mid-week, as the market watches for 
market cues leading up to the Fed's FOMC meeting Thursday. 

 
For this coming week, expect the USD/PHP to move sideways on range-bound trading until mid-week, as the market watches for 
market cues leading up to the Fed's FOMC meeting Thursday.     
 


