
 

May 4, 2015 

Global Financial Markets 
 
Global equities ended mixed as investors digested a mixed batch of corporate earnings results, the FOMC meeting and a 
number of economic data releases. US Treasury prices fell as investors trimmed positions ahead of the FOMC meeting. 
The US Dollar depreciated relative to the Euro all week on poor US manufacturing data and 1st quarter GDP print. 
 
Global Equities 

Global equities once 

again had a topsy-turvy 

week as investors 

digested a mixed batch 

of corporate earnings 

results, the FOMC 

meeting and a number of 

economic data releases.  

US equities kicked off the 

week strong with positive 

earnings results from 

tech giants Google, 

Amazon and Microsoft. 

However, weakness in 

the biotech segment and 

caution ahead of the 

FOMC meeting results 

kept investors at bay until 

Wednesday. On 

Wednesday, stocks were 

beaten down by a dismal 

1Q15 GDP growth figure.  

Over in Europe, stocks 

were mostly higher on 

the back of strong 

corporate earnings and a 

positive German 

business sentiment 

figure. Optimism which arose after Greece reshuffled its team for negotiations with creditors likewise supported stocks, though 

sentiment was dampened on a slew of weak corporate results on Tuesday as well as news that Iran supposedly intercepted a US 

cargo ship. However, a surge in the Euro caused stocks to plunge on Tuesday and European stocks ultimately ended the week 

lower. 

Asian shares, meanwhile, had mixed results for most of the week as investors reduced risk ahead of possible monetary policy 

changes by the US Federal Reserve and the Bank of Japan. Meanwhile, the Shanghai Composite index gained on the back of an 

M&A frenzy in the Oil and Gas sector, necessitated by the challenged operating environment.  

Week-on-week, the MSCI World Index inched up 0.51%. However, the European index declined 2.89% while the Asia-Pacific ex-
Japan region gained 1.05%. The Dow Jones Industrial Average index and the S&P500 index gained 0.40% and 0.32%, 
respectively.  

Economic data releases for the week were mixed, though investors mostly focused on the FOMC meeting results on Wednesday. 

 US durable goods orders rose in March, though not including transportation, particularly civilian and defense aircraft 
demand was mostly subdued. Durable goods orders jumped 4% month-on-month, much higher than the market 
estimate of a 0.6% increase. This was the largest gain since July 2014, following February’s 1.4% decline. Not 
including aircraft and military goods, core orders fell 0.5%. Not including transportation, orders declined 0.2%. Most 
worrisome was the confirmation that business investment spending fell for a seventh month, dropping by 0.5% 
compared to the market estimate of a 0.3% gain. 

 For the month of April, Markit’s “flash” Purchasing Managers Index declined to 57.8 compared to the market estimate 
of 58.8, from a final reading of 59.2 in March. The employment sub-index rose to a 10-month high of 55.4 from 54.0 in 

22-Apr-15 29-Apr-15 % Change

MSCI World 1,786.77 1,795.87 0.51%

MSCI Europe 139.18 135.16 -2.89%

MSCI Asia-Pacific ex-Japan 514.91 520.32 1.05%

Dow Jones Industrial Average 18,038.27 18,110.14 0.40%

S&P 500 2,107.96 2,114.76 0.32%

Global Equity Performance
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March. The composite PMI fell to 57.4 from 59.2. According to Markit Chief Economist Chris Williamson, "Alongside a 
solid rise in output signaled by the sister manufacturing PMI survey, the robust growth signaled by the services survey 
points to the economy as a whole picking up speed again after a temporary soft patch at the start of the year," 

 For the month of February, prices of single-family homes in the US rose modestly. The national S&P/Case Shiller 
Home Price Index rose by 4.22% on an annual basis, slower than the revised 4.41% pace recorded last January. The 
composite index of 20 metropolitan areas jumped by 5.03%, beating the market estimate of +4.7%, from the revised 
4.48% growth in January. According to David Blitzer, chairman of the Index Committee for S&P Dow Jones Indices, 
“Home prices continue to rise and outpace both inflation and wage gains.” On a national scale, he added that while 
prices were recovering, new construction of single family homes remained very weak despite low vacancy rates both 
among renters and owner-occupied homes. 

 US consumer confidence tumbled in April as the Conference Board’s index of consumer confidence retreated to 95.2, 
much lower than the market estimate of 102.2 following March’s upwardly revised 101.4. The present situation index 
fell to 106.8 from a revised 109.5, from the previously reported 109.1. Consumer expectations for economic activity 
over the next six months slide to 87.5 from 96.0. According to Lynn Franco, director of economic indicators at the 
board, "This month's retreat [in confidence] was prompted by a softening in current conditions, likely sparked by the 
recent lackluster performance of the labor market, and apprehension about the short-term outlook…” 
 

Global Bonds  
 

US Treasury price continued to retreat amid a number of lackluster 
auctions during the week, as well as a fresh wave or corporate debt 
issuances. Market players also remained wary of the FOMC meeting 
results trimming bullish bets tied to weak economic data as well as 
concerns regarding the Greek debt crisis. 
  
On Tuesday, the US Treasury Department auctioned US$26 billion in two-
year Treasury notes at a yield of 0.54%, largely in line with market 
expectations. Wednesday’s auction of US$35 billion 5-year notes was met 
with a yield of 1.368%, and had the highest overall demand since 
November. 
 
Week-on-week, the 10-year US Treasury yield rose 6 basis points to close Wednesday at 2.039%. 
 

 

Currencies 

The US Dollar depreciated relative to the Euro all week on poor US 
manufacturing data and 1st quarter GDP print. Concurrent with the highly 
anticipated outcome of the FOMC meeting in Washington Tuesday to 
Wednesday (US time), mid-week results of US manufacturing activity in 
the mid-Atlantic slid to an index score of -3, versus expectations of only   
-2 (though better than March's figure of -8) sustained the greenback's 
weakening. On Thursday, US quarterly GDP for the period January 1st 
through March 31, 2015 printed at 0.2% (YoY), missing consensus of 
1%, and was much lower than the 2.2% and 5% recorded in Q4'14A and 
Q3'14A, respectively. This supported the post-FOMC meeting's outcome, 
in which the committee acknowledged that the unemployment rate held 
steady in face of continuing job growth, albeit moderating, and that the 
1st Quarter headwinds were "transitory", but decided not to hasten, or 
appear to hasten, the timing of the first Fed rate hike post-QE without ruling out liftoff in within 2015 either. The upward movement 
of the EUR/USD pair reflected the emphasis on US economic growth over the deteriorating status of Greek debt negotiations/talks 
which played out over the week. From optimistic statements that an agreement was near last Monday, debt talks reportedly 
descended into finger-pointing amid the issuance of an ultimatum for an accord by this Sunday, lest the Greek government run out 
of money by mid-May. The EUR/USD pair rose 4.7 US cents, or 4.38% (week-on-week), to close mid-week at the USD 1.1210 
level.  

 

The week ahead (May 4 – May 8) 

This week, movements in global markets were driven by investors anticipating the results of the FOMC meeting concluded 
Wednesday (US time). For the coming week, we expect global equities markets to continue trading range-bound ahead of the 
closely-watched US nonfarm payrolls and unemployment report. US Treasuries will likewise trade sideways as investors anticipate 
the US jobs data, especially is this is a significant indicator on whether or not the Fed would accelerate its rate hikes.  

US Treasury Yield Curve

Tenor 22-Apr 29-Apr  +/- bps

3m 0.020 -0.005 -2.54

6m 0.087 0.056 -3.06

2y 0.545 0.557 1.24

5y 1.393 1.422 2.91

10y 1.979 2.039 6.00

30y 2.662 2.752 9.07

Currencies 

23-Apr 30-Apr % Change

USD/PHP 44.300 44.520 0.50%

EUR/USD 1.0740 1.1210 4.38%

GBP/USD 1.5007 1.5458 3.01%

USD/JPY 118.90 119.51 0.51%

AUD/USD 0.7723 0.7937 2.77%

USD/CHF 0.9521 0.9565 0.46%

EUR/CHF 1.02900 1.03378 0.46%

EUR/JPY 128.49 129.18 0.54%



 

May 4, 2015 

For next week, EUR/USD movement will depend on whether or not Greece can submit a credible turn-around plan for its financial 
situation to the satisfaction of its creditors. Our range is 1.10-1.15.   

 
Philippine Financial Markets 
 
The local equities market plunged as heavy selling was observed, in light of the shift of foreign funds to other markets 
such as China. In the local fixed income space, local bond prices traded flat all week as investors sat on the fence while 
waiting for the outcome of the Fed's FOMC meeting mid-week. 
 
Local Equities 
 

The local equities market ended significantly lower despite the shortened 
trading week as profit-taking continued. A couple of all-time-highs and an 11% 
return served as a cue for investors, particularly foreigners, to take profit and 
reinvest funds to other markets. China, for instance, became one of the new 
favorites as more monetary policy easing measures are expected from its 
central bank, thereby supporting its equities market further. Moreover, the 
FOMC meeting, which was closely watched the whole week, dampened 
sentiment as the Fed signaled that it will hike rates this year. Locally, more 
corporates announced the results of their first quarter performance but they 
were not compelling enough to stop the selling. 
 
The PSEi closed the week with 177.23 points or 2.25% loss at 7,714.82. For the whole week, foreigners were net sellers at Php4.48 
billion. 

 
Properties 
 
 Megaworld Corporation (PSE ticker: MEG) plans to open two hotels this year namely Richmonde Hotel Iloilo and 

Belmont Luxury Hotel Newport. Richmonde Hotel Iloilo will be the first Richmonde hotel outside Metro Manila. It will rise 

in the 72-hectare Iloilo Business Park with eight levels of 12-storey Richmonde Tower. Belmont Luxury Hotel Newport, 

on the other hand, is located in the 25-hectare Newport City and will offer 480 suites to the public. MEG envisions its 

group to be the largest hotel developer in the Philippines by 2020. 

 HOLCIM Philippines, Inc. (PSE ticker: HLCM) disclosed a lower bottom line of Php1.5 billion this year as compared to 

last year’s Php1.67 billion – both amounts covering each year’s first quarter. Despite its revenues increasing by 6.6%, 

the drop in its net was due to the purchase of imported clinker, which is nearly double the cost of their own.  They had to 

cater to the market’s strong demand for cement as well as provide stable supply, necessitating the need for the clinker 

imports. 

 Federal Land, Inc., property development arm of GT Capital Holdings, Inc. (PSE ticker: GTCAP) and Ayala Land’s Alveo 

Land Corp., entered a joint venture agreement to develop a property into a master-planned residential community. The 

property, located along Laguna Boulevard in Biñan, Laguna is directly accessible from the central business district of 

Makati City via the South Metro Manila Skyway and the South Luzon Expressway. It is also a few kilometers away from 

the planned Laguna Boulevard interchange of the proposed Cavite-Laguna Expressway (CALAX). 

 

Consumer 

 

 RFM Corporation reported an 8% increase in earnings for the first quarter of 2015. Net income expanded from Php167.0 

million in 2014 to Php179.4 million this year. RFM saw its revenue grow by 15% from Php2.2 billion to Php2.6 billion on 

the back of brisk demand for Selecta ice cream as well as Fiesta and Royal pasta. White King cake mixes and Selecta 

Milk also added to the sales. However, the earnings growth was tempered by the sustained logistical concerns. 

 

Utilities 
 
 Philex Petroleum Corp. reported a net loss of Php44.2 million in the first quarter. This turnaround from last year’s 

Php25.7 million was attributable to lower petroleum revenues by its subsidiary, Forum Energy Plc. Its financial report 

manifested sinking revenues with Php101.723 million in last year’s first quarter to Php37.616 million this year for the 

same time period. Philex says it will continue minimizing operating expenditures, which it was able to do this quarter, by 

its drop in costs and expenses by 16%. 

 In a disclosure to the Philippine Stock Exchange (PSE), Manila Electric Company (PSE ticker: MER) reported a10% 

increase in net income for the first quarter of 2015. Earnings grew to Php4.4 billion in the first three months of the year 

23-Apr 30-Apr % Change

PSEi 7,892.05 7,714.82 -2.25%

Philippine  Stock Exchange  Index
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from Php4 billion in the same period last year. Electricity sales volume increase by 2%, customer base expanded by 4% 

and the contribution from subsidiaries and affiliates improved by 14%. As a result, revenues climbed by 14% to Php62.2 

billion despite the Php9.3 billion adjustment pertaining to wholesale electricity spot market (WESM) transactions last 

year. 

 Philippine Long Distance Telephone Company (PSE ticker: TEL) is earmarking Php1.3 billion on its eight data center to 

be put up in Clark, Pampanga. This new data center is expected to accommodate the production requirements of 

enterprises based in Luzon, as well as the disaster recovery requirements in other areas. It will also increase TEL's rack 

capacity to 8,000. 

 

Philippine Bond Market  

 
In the local fixed income space, local bond prices traded flat all week as 
investors sat on the fence while waiting for the outcome of the Fed's FOMC 
meeting mid-week. On Monday and Tuesday, the market experienced 
significant selling as investors reduced risk ahead of month-end and the 
conclusion of the Fed FOMC meeting, mid-week. Moreover, with the advent of 
Non-Restricted Trading on May 4th, investors cut risk further. On Wednesday, 
however, sentiment reversed as poor US manufacturing data supported 
technical analyses that bond yields were "toppish", causing bonds to rally that 
day. Over the last day of the shortened week, bond prices were flat, once 
again, on thin volume as most business had been done prior to the long-
weekend. Week-on-week, bond prices traded sideways with an upward bias 
as yields fell 3.74 basis points, on average, across the length of the curve with 
the belly and long-ends gaining 0.82 and 4.66 basis points, respectively. The 
short end of the curve, meanwhile, lost 13.63 basis points. For next week, we 
expect bond prices to trade sideways in anticipation of US Non-Farm Payrolls 
due out May 8, Friday. 
 
 
 
 
  
Unemployment fell to a 4.5 year low at 19.1% according to a recent quarterly study by the Social Weather Stations (SWS). This is 
an 8% (QoQ) reduction from the jobless rate of 27% recorded last December and is 2nd-lowest after the 18.9% result in end-
September 2010. 38% of respondents expressed optimism that the future number of job openings would increase versus 31% who 
foresaw no change and 18% who expected a decline. The report cited government initiatives such as PPP projects as a key source 
of employment growth and efforts by national leadership to equip the populace with better skills and match them to the appropriate 
positions. Still, government officials conceded that while unemployment has decreased, under-employment has remains stubbornly 
high, with low-wage, low-skill contractual labor still very much prevalent in the labor market. Across all age groups, unemployment 
fell, except for the 18 to 24 years old bracket, in which the jobless rate increased from 48% to 50%. By contrast, employment growth 
was strongest on the opposite end of the spectrum with the jobless rate more than halving from 19% to just 8% for those 45 and up. 
 
NEDA released a statement today expressing confidence that the rapid growth in imports for the month of February, at 11.2% (vs. -
12.4% in January), is reflective of underlying robust economic and commercial activity, particularly in construction. Of the USD 5.3 
billion worth of imports for the month, capital goods showed strong growth at 21.5%, followed closely by increases in imports of 
intermediate and consumer goods by 16.7% and 12.2%, respectively. With domestic consumption and housing demand picking up, 
in no small part due to much lower commodity prices, NEDA expressed optimism national growth targets would be met if this trend 
continues in the coming months. 
 
Philippine Peso 

 
Week-on-week, the Peso depreciated relative to the US Dollar mainly due to a still-bloated trade deficit and the resumption of net 
foreign selling in our local equity market. On Monday, robust US durable goods orders, which grew 4% in March (vs. consensus of 
+0.6%), caused the greenback to strengthen ahead of the FOMC meeting, Tuesday. Initially, investors took rising imports of 
construction materials as a sign of future economic growth, causing the Peso to strengthen Tuesday. Mid-week, investors waited for 
clues as to what was taking place behind closed doors at the FOMC meet and sold down the Peso again on the only significant 
market-moving development; our trade deficit falling less than expected at USD813 million in February (vs. expectations of only 
USD 315 million). On Thursday, the Peso depreciated again, tracking the movement of regional currencies and due to the ongoing 
sell-off of local equities in favor of North Asian markets. Week-on-week, the USD/PHP pair climbed 22 centavos, or 0.50%, to close 
the shortened trading week at the PHP44.52 level.  

T enor 23-Apr 30-Apr  Change

1m 1.96 1.70 (26.42)        

3m 2.42 2.35 (7.50)          

6m 2.11 2.59 47.97         

1y 3.09 2.40 (68.57)        

2y 3.42 2.65 (76.67)        

3y 2.98 3.50 51.12         

4y 3.20 3.10 (9.78)          

5y 3.20 3.30 9.85            

7y 3.63 3.93 29.58         

10y 4.09 4.13 4.16            

20y 5.17 5.23 5.17            

25y 4.02 4.02

Average -3.7

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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The week ahead (May 4 – May 8) 
  
We expect the local equities market to trade between 7,620 to 7,780 as more corporates announce first quarter results. Inflation 
data, which will come out next week, should support the index as expectations are still for it to be benign and within the BSP’s target 
range. 
 
For next week, we expect bond prices to trade sideways in anticipation of US Non-Farm Payrolls due out May 8, Friday. 
 
For next week, USD/PHP movement will likely continue on its sideways trend with a downward bias given the continuing net foreign 
selling in the PSEi. Our range is 44.45-44.70. 


