
 

May 02, 2016     
Global Financial Markets 

Global equities experienced a topsy-turvy week, ending mixed as the corporate earnings season continued, oil prices 
swung higher, and the FOMC and BoJ convened. On the other hand, US Treasury prices started to recover from back-to-
back weekly declines after the Federal Reserve kept policy rates unchanged with no conclusive statements concerning a 
possible rate-hike in June. The US Dollar traded sideways with a slight downward bias vis-a-vis the Euro this week given 
the slew of less-than-inspiring US economic data, culminating with the Fed's unsurprising decision to leave rates alone. 
  
Global Equities 
 

Global equities experienced a 
topsy-turvy week as the corporate 
earnings season continued, oil 
prices swung higher, and the 
FOMC convened. Investors also 
kept a keen eye on the BoJ 
meeting which concluded 
Thursday. 
  
Investors in the US remained on 
the sidelines ahead of the FOMC 
meeting, which concluded 
Wednesday night. The Federal 
Reserve left its benchmark 
federal-funds rate unchanged and 
said little to suggest a June rate 
hike. According to the Fed, 
information received since March 
indicated that while labor market 
conditions have improved further 
“growth in economic activity 
appears to have slowed. 
Moreover, officials noted that 
household spending has slowed 
even though real income has risen 
and consumer sentiment remains 
high. This implied that the Fed was 
somewhat less worried about 
external risks as they took out the 
statement “global economic and financial developments continue to pose risks” though will closely monitor inflation indicators and 
global economic and financial developments. At the end of the week, the 1Q16 GDP figure, which came in much lower than 
expected, caused investors to sell down on stocks.  
 
Meanwhile, European equities lost ground amid a batch of disappointing corporate earnings, and weak German business sentiment 
data. Recovery in oil prices helped stocks recover a little, though caution reigned ahead of the central bank meetings. On Thursday, 
European stocks extended losses as markets digested the latest central bank decisions from the US Fed and BoJ.  
 
Asian equities were mixed for most of the week as well, looking to central bank rhetoric for direction. On Thursday, the Bank of 
Japan (BoJ) decided to keep monetary policy steady just after the Fed did the same during the FOMC meeting. The BoJ’s decision 
to keep policy rates steady shows he is betting that Japanese business confidence will hold up, stronger yen notwithstanding.  
 
Week-on-week, the MSCI World index was slightly down by 0.78%, with MSCI Europe falling 0.30% and MSCI Asia Pacific ex-
Japan losing 2.08%. Conversely, US equities managed to hold on to gains, with the S&P500 Index rising 0.18% week-on-week 
while the Dow Jones Industrial Average Index increased 0.33%. 
 
Economic releases were mixed through the week, though most eyes were fixed on the central bank meetings for the week. 
 

 New home sales in the US decline for a third straight month last March. New home sales were down 1.5% MoM, much 

lower than the market estimate of a 1.6% gain, to a seasonally adjusted annual rate of 511,000, compared to the market 

estimate of 520,000. Nevertheless, the sales pace last March kept the market on target to beating 501,000 new homes in 

2015, the highest annual total since 2007. 

 For the month of April, German business sentiment fell for a fourth month out of five. The Ifo economic institute stated that 

its business climate edged slightly lower to 106.6, compared to the market estimate of 107.0, from March's 106.7. Ifo 

21-Apr-16 28-Apr-16 % Change

MSCI World 1,690.45 1,677.34 -0.78%

MSCI Europe 118.05 117.70 -0.30%

MSCI Asia-Pacific ex-Japan 427.23 418.32 -2.08%

Dow Jones Industrial Average 17,982.52 18,041.55 0.33%

S&P 500 2,091.48 2,095.15 0.18%

Global Equity Performance
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economic Klaus Wohlrabe stated that the mood in the German economy was good, but not euphoric, citing concerns about 

weakening exports linked to a slowdown in the US and China.  

 According to the Commerce Department, orders for durable goods, items ranging from toasters to aircraft meant to last 

three years or more, increased 0.8% last month after declining 3.1% in February. Non-defense capital goods orders 

excluding aircraft, a closely watched proxy for business spending plans, were unchanged after a downwardly revised 2.7% 

decrease in the prior month. Economists had expected durable goods orders to rise 1.8% last month and core capital 

goods to rise 0.8%.  

 A second report on Tuesday from the Conference Board showed its consumer confidence index fell 1.9 points to a reading 

of 94.2 in April. Consumers were a bit pessimistic on the economy's short-term prospects, implying they did not expect a 

pick-up in activity. Households' views of the labor market were mixed this month. The share of consumers who believed 

jobs were "plentiful" slipped, while those who said employment was "hard to get" fell.US equities ended modestly lower as 

investors remained cautious ahead of the FOMC meeting this week, as well as more corporate earnings results to be 

released. Lower oil prices led to losses in the energy sector. The Dow Jones Industrial Average index shed 26.51 points, 

or -0.15%, to 17,977.24 and the S&P500 index eased 3.79 points, or 0.2%, to 2,087.79. 

 Last March, pending home sales in the US rose to their highest level in nearly a year. According to the National 

Association of Realtors, its pending sales of index of previously owned homes rose 1.4% MoM, beating the market 

estimate of +0.5% to 110.5, the highest level since May. According to the NAR's chief economist, “Despite supply 

deficiencies in plenty of areas, contract activity was fairly strong in a majority of markets in March,” However, he warned 

that supply of homes on the market remains tight and is beginning to impact sales growth. 

 For the first quarter of 2016, economic growth in the US slowed to its weakest pace in 2 years. GDP grew at a seasonally 

adjusted annualized rate of 0.5%, lower than the market estimate of +0.7%. Personal consumption was up by 1.9%, while 

outlays on goods barely moved up by 0.1%, the slowest pace in nearly 5 years. One highlight was spending on residential 

investment, which spiked by 14.8%, the quickest pace since the end of 2012.  

 The number of Americans filing for new jobless benefits rose by 9,000 to a seasonally adjusted 257,000 last week. This 

was still lower than the market estimate of 259,000. The less-volatile four-week moving average of claims fell by 4,750 to 

256,000, the lowest level since December 8, 1973. Continuing claims, meanwhile, fell by 5,000 to 2,130,000, better than 

the market estimate of 2,136,000. 

 

 

Global Bonds 
 

US Treasury prices started to recover from back-to-back weekly declines 

after the Federal Reserve kept policy rates unchanged with no conclusive 

statements concerning a possible rate-hike in June. The week started with 

investors positioning for hawkish statements from the Fed regarding a June 

rate-increase on the back of sustained recovery in oil prices and stock 

markets together with an improving economic outlook. Investors’ cautious 

stance was also evident in the moderate bids for the USD26 billion two-year 

note auction, which was sold at a yield of 0.842% compared with the prior 

auction’s 0.877%. The downward trajectory of bond prices continued into the 

middle of the week up until the Fed’s decision to keep monetary policy rates unchanged together with little indication of a June-hike 

broke the trend. Hereafter, the price recovery was sustained followed by strong demand for the USD28 billion seven-year 

government debt auction. The securities were sold at a yield of 1.634% with bid-to-cover ratio of 2.65, higher than the prior month’s 

auction. 

 

Week-on-week, yields declined by an average of 1.67 basis points. The two-year note yield shed 2.42 basis points to close at 

0.782%. Meanwhile, the ten-year benchmark yield declined by 3.67 basis points to close at 1.824%. 

 

Currencies  
 

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

this week given the slew of less-than-inspiring US economic data, culminating 

with the Fed's unsurprising decision to leave rates alone. The US Dollar ended 

last week stronger, despite poor US manufacturing performance continuing 

into 2Q, on no ECB policy change and dovi sh commentary from its Chair, 

Mario Draghi. The greenback started this week on a soft note as US new 

home sales fell for a 3rd month straight last March, falling -1.5% (vs. Mkt. Est. 

US Treasury Yield Curve

Tenor 21-Apr 28-Apr  +/- bps

3m 0.229 0.209 -2.04

6m 0.361 0.386 2.54

2y 0.806 0.782 -2.42

5y 1.330 1.291 -3.96

10y 1.861 1.824 -3.67

30y 2.684 2.680 -0.46

Currencies 

21-Apr 28-Apr % Change

USD/PHP 46.440 46.770 0.71%

EUR/USD 1.1311 1.1347 0.32%

GBP/USD 1.4376 1.4551 1.22%

USD/JPY 109.75 108.06 -1.54%

AUD/USD 0.7810 0.7619 -2.45%

USD/CHF 0.9718 0.9669 -0.50%

EUR/CHF 1.09921 1.09714 -0.19%

EUR/JPY 124.14 122.62 -1.22%



 

+1.6%) to 511,000 units annually versus consensus of 520,000. Business sentiment was also steady in Germany, per the Ifo 

economic institute, printing at 106.6 for April versus 106.7 in March. On Tuesday, poor US durable goods orders this time weighed 

on the US Dollar and April consumer confidence slid further while US service PMI was hardly changed for the same month. 

Between durable goods orders growing 0.8% versus consensus of 1.9%, the consumer sentiment index printing at 94.2 (vs. Mkt. 

Est. 95.8) and US services PMI up beating expectations of 52.0 by only 0.1, higher US home prices (S&P Case-Shiller Index +5.3% 

YoY) was the only bright spot. Mid-week, the greenback was unchanged as the Fed delivered on broad expectations of no change 

in interest rates as they concluded their April FOMC meeting. As expected, post-meeting commentary was dovish and indicative of 

slowing economic activity despite ideal labor and income conditions. Towards the weekend, the greenback continued its slide as US 

1Q'16A GDP growth printed at 0.5% (YoY), missing street estimates of 0.7%. Coming at the heels of another decidedly dovish 

FOMC meeting, the result's stronger highlights like 1.9%, 2.7% and 14.8% growth in personal consumption, spending on services 

and housing purchases, respectively, were likely muted. Week-on-Week, the EUR/USD pair traded sideways with an upward bias, 

rising 0.36 US Cents, or +0.32%, to close trading at the 1.1347 level. 

 

The week ahead (May 2 – May 6) 

 

For next week, we expect global equities to trade sideways with a slight downward bias as investors continue to digest central bank 

rhetoric. Moreover, global markets, for equities and bonds alike, should once again return to economic data releases, including the 

widely-watched non-farm payrolls data coming out on Friday. For next week, expect the EUR/USD pair to continue moving 

sideways with a slight downward bias given recent months' US Non-farm payroll strength.   



 

Philippine Financial Markets 
 
The local equities market corrected as investors took the decision of the major central banks as an excuse to take profits. 
On the local fixed income space, yields of government securities rose slightly, as investors reacted to global central bank 
policy rhetoric and a number of key data releases from across the globe. The Peso traded sideways with a downward bias 
relative to the US Dollar this week as investors trimmed risky assets like EM Asia currencies ahead of the April FOMC 
meeting. Post-meeting, the same sentiment prevailed given the election-related anxiety as we approach May 9th. 

Local Equities  
 

The local equities market started the week on a weak note as investors were 

cautious ahead of the US Federal Open Market Committee (FOMC) and Bank 

of Japan (BoJ) meetings. Economists were expecting that the Federal Reserve 

will delay the hike until June but more of them were initially projecting further 

stimulus from the BoJ after its surprise cut in interest rates. Mid-week, the 

FOMC's decision not to hike rates came out which despite being widely 

expected by the market, made investors react negatively. Moreover, the BoJ's 

resolution to keep rates steady and not to extend its quantitative easing 

program triggered further market sell-off. As the elections come drew nearer, 

there have been concerns as well regarding who the succeeding President may be and how would he/she grow the economy. 

During the week, Manila Electric Company (MER) also released its first quarter results which came out to be in line with consensus, 

growing by 4% to Php4.59 billion.  

Week-on-week, the PSEi lost 96.1, or -1.32%, to close at 7,159.29. For the week, foreigners were net buyers at Php2.21 billion, or 

US$47.23 million. Year-to-date, net foreign outflows reached Php2.98 billion, or US$42.20 million. 

 

Holding Firms: 

 Gotianun-led Filinvest Development Corp. (PSE ticker: FDC) said that it may consider bidding for the Php122.8-billion 

Laguna Lakeshore Expressway Dike project if the government decides to separate the toll road and real estate components. 

It is also keen on participating in the Php170.7-billion South Line of the North-South Railway Project (NSRP) and in the Clark 

International Airport if the government decides to auction it off. Aside from these PPP projects, it targets to hit 5,000 hotel 

rooms by 2020 with the takeover of the Mimosa Leisure Estate in Clark. 

 In its annual stockholders’ meeting, SM Investments Corp. (PSE ticker: SM) said that it has earmarked Php80 to Php85 

billion for its capital expenditures (capex) this year. They added that the company does not have an immediate need to 

borrow additional funds to finance this capex program. It also slated its expansion plans for its major subsidiaries. For SM 

Prime Holdings Inc., it intends to open five new malls, expand two existing ones, and launch 11,000 to 14,000 residential 

units Meanwhile, for its retail group, SM targets to open three department stores, two supermarkets, 18 Savemore branches, 

and 12 hypermarkets. 

Property: 

 Listed low-cost housing developer, 8990 Holdings, Inc. (PSE ticker: HOUSE) targets to meet Php24 billion in sales next year, 

three years ahead of schedule. For this year alone, it expects to reach Php12 billion of sales through the strong take up of its 

projects in the National Capital Region. Aside from its maiden Metro Manila project in Ortigas, it plans to launch a residential 

project in Tondo. Combined, the two projects are estimated to hit Php12 billion in total sales. 

 SM Prime Holdings, Inc. (PSE Ticker: SMPH) opened SM City San Jose del Monte, the 57th mall provided by the company 

and the 3rd SM mall within Bulacan. According to SM Prime President Hans T. Sy, the firm seeks to branch out in other 

provincial areas and continues to be positive about its growth. He also mentioned that having SM City San Jose del Monte in 

Bulacan is considered a sign towards their plan as SM Prime expands in premier destinations within the Philippines. 

Services: 

 In a statement, Gokongwei-led Cebu Air, Inc. (PSE ticker: CEB) said that its passenger volume in the first quarter of 2016 

grew by 13% due to low fares and strong demand. On average, CEB’s flights were 87% full. For March alone, passengers 

reached 1.6 million, up 7% from the 1.5 million passengers carried in the same month last year. Domestically, the popular 

destinations were Tagbilaran, Dumaguete and Cagayan de Oro while for international destinations, strong demand was 

experienced for flights going to Hong Kong, Singapore and Dubai. 

 Manila Electric Co.’s (PSE Ticker: MER) power generation arm Meralco PowerGen Corp. plans to invest in natural gas, wind 

and hydro-electric power projects to boost its power generation capacity to 3,000 megawatts. The company is currently 

looking at a portfolio of 755 MW of coal projects in joint venture with other companies. Moreover, it needs to build another 

22-Apr 29-Apr % Change

PSEi 7,255.39 7,159.29 -1.32%

Philippine  Stock Exchange  Index



 

2,000 MW of power projects to meet its goal of 3,000 MW. Such additional capacity would require an investment of USD2 

million to USD2.5 million per MW. 

 Manila Electric Company (PSE ticker: MER) said that its reported net income for 1Q2016  was at Php 4.5 billion, up by 3% 

from same period last year. Volume of energy sales rose to 9,077 GWh (+12% yoy) after the Residential segment rose 20% 

and Commercial segment rose 13%. Industrial volume sales was up by 5%. Operating expenses rose by 16% to Php 6.4 

billion.  The company also declared a special cash dividend of Php 1.68/sh. Total dividends from the 2015. Consolidated 

Core Net Income is now at Php 16.76/sh. 

Financials: 

 Data from the Bangko Sentral nd Pilipinas (BSP) showed that BDO Unibank Inc. (PSE ticker: BDO) maintained its 

dominance in the banking industry in terms of total assets, capital, deposits and loans. BDO topped the list in 2015 with total 

assets of Php1.94 trillion followed by Metropolitan Bank & Trust Co. (MBT) with Php1.46 trillion. Meanwhile, Bank of the 

Philippine Islands (BPI) came in third with Php1.24 trillion followed by government-run Land Bank of the Philippines (LBP) 

with Php1.19 trillion. However, as a result of the merger of LBP and DBP, it now becomes the country’s second largest bank 

with a combined asset base of Php1.71 trillion. BDO also dominated one in terms of capital with Php198.64 billion, in terms 

of deposits with Php1.6 trillion and in terms of total loans and deposits with Php1.32 trillion. 

 
 
 
Philippine Bond Market  
 
On the local fixed income space, yields of government securities rose slightly, 
as investors reacted to global central bank policy rhetoric and a number of key 
data releases from across the globe. Earlier during the week, cautious trading 
was seen ahead of the FOMC and BoJ meeting concluding Wednesday and 
Thursday, respectively. Prices rose slightly following a number of weak 
economic data from the US. However, on Thursday, a relief rally following the 
Fed’s decision to keep rates on hold was easily reversed after the Bank of 
Japan decided to go against market expectations by refraining from 
implementing further easing measures. Meanwhile, a dismal 1Q16 US GDP 
print released at the end of the week caused bond prices to end on a slightly 
weaker note.  
 
Yields fell by an average of 2.2 basis points for the week. The short-end, belly 
and the long-end of the curve fell by 2.79, 1.56 and 3.10 basis points, 
respectively.  
 
 
 
 
Philippine Peso  

 
The Peso traded sideways with a downward bias relative to the US Dollar this week as investors trimmed risky assets like EM Asia 

currencies ahead of the April FOMC meeting. Post-meeting, the same sentiment prevailed given the election-related anxiety as we 

approach May 9th. The Peso started the week on a soft note, tracking regional EM Asia currency weakness on overall risk-

reduction ahead of the critical FOMC April meeting and 1Q US GDP print. On Tuesday, the Peso rebounded slightly as poor US 

sales of brand new homes fell more than expected for the third consecutive month last March to 511,000 units (-1.5%, YoY) 

annually versus consensus of 20,000, coloring outlook for the Fed meeting's outcome. Mid-week, more bad US economic news was 

piled upon the other as contracting US durable goods orders and consumer sentiment data caused investors to sit on the sidelines 

resulting in flat Peso performance. On Thursday, the Peso appreciated slightly, following the anticapted "no-change" Fed decision 

becoming reality. The Peso tracked regional EM Asia strengthening versus the greenback, led by the JPY, following the BoJ 

decision not to further ease monetary policy. By the weekend, however, the Peso resumed its slide as election-related anxiety, 

given last-minute political scandals rocking the neck-and-neck race, held sway over market sentiment with less than two weeks to 

national elections. Week-on-week, the USD/PHP pair traded sideways with a slight upward bias, rising 24 centavos, or +0.51%, to 

close the week at the 46.89 level. 

 

 According to the Bureau of the Treasury, debt payments reached Php78.17 billion, 34.07% lower than the same period last 

year, but the highest since that period. Interest payments totaled Php45.59 billion while principal repayments hit Php32.58 

billion. Most of the interest payments were made for domestic debts while majority of the principal repayments went to 

T enor 22-Apr 29-Apr  Change

1m 2.15 1.58 -57

3m 1.73 1.91 19

6m 1.96 1.98 2

1y 2.42 2.67 25

2y 3.57 3.57 0

3y 3.72 3.71 -1

4y 3.13 3.09 -4

5y 3.42 3.40 -2

7y 3.53 3.53 1

10y 4.70 4.58 -12

20y 5.17 5.19 2

25y 5.25 5.25 0

Average -2.2

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

foreign debts. Domestic interest payments reached Php23.29 billion and Php22.30 billion for foreign debt. Meanwhile, 

domestic settlements rose to Php9.65 billion while repayment of external obligations surged to Php22.3 billion. As of 

January, the country's deficit declined to Php3.47 billion.  

 The Department of Agriculture (DA) is proposing a more than 50% increase in its budget for 2017. They estimated their 

budget to reach Php83.6 billion, 55% higher than the Php54 billion approved this year. This amount will be spent on rural 

infrastructure, logistics, research and development, and additional support to the rice sector. Approximately Php19.2 billion 

will be allocated for farm-to-market roads (FMRs) to increase production, reduce costs, minimize post-harvest losses, and 

expand market opportunities for both producers and consumers. Around Php9.6 billion will be allotted for the Philippine 

Rural Development Project while Php9.1 billion will be for its rice program and Php6.1 billion is earmarked for its fisheries 

program. 

 In a report from the Bangko Sentral ng Pilipinas (BSP), it showed that the non-performing loan (NPL) ratio of rural and 

cooperative banks improved in the third quarter of last year, falling to its lowest level in two years. The central bank said 

that gross NPL dropped to 11.53% of the banks’ total loan portfolio as of end-September 2015 from the previous quarter’s 

11.9%. Meanwhile, the banks’ soured loans declined by 1.75% to Php14.0 billion while their total loan portfolio rose 1.4% 

to Php121.42 billion. Most of the loans were granted to the agriculture, forestry, and fishing sectors, followed by wholesale 

and retail trade, and individuals for consumption purposes. 

 According to the Association of Vehicle Importers and Distributors (AVID), sales of vehicle importers and distributors in the 

country reached 21,160 units in the first quarter of 2016, 151% higher than the sales reported in the same period last year.  

 The Philippine Statistics Authority lowered its rice output estimate for the first quarter of 2016 due to the drought linked to 

the El Niño weather phenomenon. The third estimated for unmilled rice output fell 1.5% to 4.01 million tons, which is 8.1% 

lower than the 4.37 million tons produced in the same period last year. Production losses as of mid-April surged to 233,000 

tons due to the dry spell. As a result, the Southeast Asian nation, one of the world’s top rice importers, has decided to 

delay its planned additional rice purchases for this year. 

 The total debt service of the National Government fell to Php78.2 billion in January, 34% lower than the figure same period 

last year. Interest payments declined to Php45.59 billion (-11% yoy) after interest payments for domestic and external 

obligations both fell by more than 10%. Amortization payments was slashed by more than 50% to Php32.78 billion. 

 According to data from the Philippine Statistics Authority, the country’s merchandise imports increased 1.2% in February to 

USD5.414 billion. Electronics products accounted for 28% of inbound shipments at USD1.518 billion, down 14.8% year-on-

year as semiconductors fell by 28.3% to USD1.040 billion. Transport equipment, the second largest import, amounted to 

USD505.50 million, up 25.2% from USD403.71 million last year. Industrial machinery and equipment accounted for 7.6% 

of total imports with USD412.45 million, rising 49.7% against last year. Meanwhile, minerals, fuels, lubricants and related 

materials amounted to USD490.92 million, a decline of 34.8% year-on-year. China, Japan, and the US were the top 

sources of imported products with shares of 16.7%, 12.6%, and 9.5%, respectively. 

 National Food Authority Administrator Renan Dalisay said that the country has about 31-day buffer stock of rice, which 

should be enough to keep prices stable in the coming months. The NFA is mandated by law to have at least 30-day buffer 

stock during lean months and at least 15-day buffer stock at any given time. For the buffer stocking, the government is 

considering the utilization of the minimum access volume (MAV). Meanwhile, another option is through government-led 

importation using the standby authority of about 500,000 metric tons (MT). 

 According to BSP Governor Tetangco, the country’s annual inflation will likely be in a range of 0.7% to 1.5% in April, 

reflecting higher fuel prices as well as power and water rates. Last month’s headline inflation stood at 1.1%. Moreover, 

Tetangco remarked that the BSP did not see any major development that would necessitate changes in its policy stance. 

The Governor’s comments came after the Federal Reserve showed little sign that it was in a hurry to raise interest rates. 

 

The week ahead (May 2 – May 6) 

 

This week, we expect the rest of the local listed companies to report their first quarter results. Market players are expected to take 

cue from that as well as significant economic data releases such as the US nonfarm payroll and domestic inflation. The PSEi is 

expected to trade between 7,050 and 7,220. Bond yields are expected to once again take leads from global developments, 

particularly US economic data such as the widely-watched non-farm payrolls figure. For next week, expect the USD/PHP pair to 

continue moving sideways with an upward bias as political noise gets louder and given the possibility of a disappointing CPI result 

for April.  

 

 


