
 

May 16, 2016     
Global Financial Markets 

Global equities reflected a return to risk-on sentiment as most equity indices improved during the week, despite mixed 
economic data releases, hawkish Federal Reserve member commentaries, and as the first quarter of 2016 earnings season 
worsened fears about weakness in US consumer spending, given the 7% Brent crude oil price rally. On the other hand, US 
Treasury prices fell during the week as investors shifted to riskier assets and as they digested hawkish Fed member 
commentaries. The US Dollar strengthened vis-a-vis the Euro this week given overall poor earnings releases in the 
Eurozone and increase in US Treasury yields as mentioned above. 
  
Global Equities 
 

Global equities recovered during the 
week as risk-on sentiment ensued 
given the 7% crude oil price rally, 
despite mixed economic data 
releases, hawkish Federal Reserve 
member commentaries, and 
continuation of earnings releases.  
 
U.S. equities market strengthened 
during the middle of the week 
despite lower-than-expected non-
farm payroll numbers as 
improvement in global sentiment as 
reflected in the oil price rally 
triggered appetite for riskier assets, 
but pulled back given hawkish 
indications from Federal Reserve 
members. U.S. equities began the 
week on cautious trading as they 
awaited the results of the April non-
farm payroll. Along with the number 
disappointing at just 160k (versus 
market expectation of 202k), crude 
oil fell 4% on Monday leading to a 
rout in commodity-related equities. A 
―stealth rally‖ ensued the next day as 
the increase in job openings to its 
highest level in eight months 
coincided with a jump in business optimism and a 4% bounce back in crude oil prices. Moreover, investors gobbled up high 
dividend yield stocks given disappointing corporate earnings growth for certain stocks.  Another 5% rally in oil prices prevented the 
equities market from falling significantly given disappointment in major retail names which led to worries about the strength of US 
consumer spending. Towards the end of the week, the markets slightly fell further, as Apple reached its fresh two-year low, as the 
crude oil price rally partially weakened even after the International Energy Agency said that global oil supplies will experience a 
―dramatic reduction‖ in the second half of the year. Compounding weakness was hawkish Fed commentary, as Boston Federal 
Reserve President Eric Rosengren thinks that the central bank should raise interest rates again if data in the second quarter 
reinforces the view that the U.S. labor market is near full strength while inflation is on track to accelerate.  
 
Meanwhile, European equities ended flat during the week as the risk-on sentiment from oil price rally was offset by weaker-than-
expected earnings releases and mixed economic data. European equities began the week higher on the back of some encouraging 
earnings releases. The rally continued after a strong March Germany factory orders (+1.9% MoM versus consensus of +0.7%), 
which offset weakness in commodity-related stocks. uptick in a number of commodity prices given the worse-than-expected 
earnings releases. As the week progressed, the mini-rally of European stocks started to falter as disappointing earnings releases 
ensued again, and as the oil price rally slowed down, mirroring the US equities counterparts. 
 
Asian equities bucked the trend despite the 5% week-on-week oil price given public holidays which led to closed markets, and poor 
Chinese economic data releases. Asian equities started flat given strong U.S. labor data but moderating China’s services sector 
growth. Asian equities slightly fell given the 1.8% fall in China’s dollar exports in April and given the 18

th
 consecutive month of lower 

imports and as crude oil price initially weakened. The succeeding rally in oil prices and weakening of JPY along with significant rally 
in Philippine equities market caused a temporary rally in Asian equities the next day. The market continued to rally given another 
5% crude oil price rally. However the rally was snapped as technical correction following two days of rally occurred and as oil prices 
saw its rally slow down. 
 

05-May-16 12-May-16 % Change

MSCI World 1,641.16 1,649.91 0.53%

MSCI Europe 112.14 112.17 0.03%

MSCI Asia-Pacific ex-Japan 406.75 402.85 -0.96%

Dow Jones Industrial Average 17,660.71 17,711.12 0.29%

S&P 500 2,050.63 2,064.46 0.67%

Global Equity Performance
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Week-on-week, the MSCI World index was up by 0.53%. MSCI Europe ended flat at 0.03% while MSCI Asia Pacific ex-Japan lost 
0.96%. US equities managed to improve, with the S&P500 Index gaining 0.67% week-on-week while the Dow Jones Industrial 
Average Index jumped 0.29%. 
 
Economic releases were mixed through the week. 
  

 Initial jobless claims rose to the twelve-month high for the week ended May 7 at 294,000, up 20,000, and above estimates 

of 270,000; with economists attributing the jump to the strike of Viacom’s telecommunications workers. The four-week 

moving average reached 268,250, up 10,250. 

 U.S. import prices jumped 0.3% (vs. mkt est: +0.6%) after an upwardly revised 0.3% growth on March, given the oil price 

rally during April.   

 The budget surplus of the US for April was at USD106.5 billion, below estimates of USD107 billion, and was down 32% 

year-on-year. Outlays amounted to USD332 billion as receipts fell to USD438 billion, 7% lower year-on-year. Year-to-date, 

fiscal deficit is currently at USD355 billion. 

 The Job Openings and Labor Turnover Survey (JOLTS) in the US rose to 5.757 million in March, versus market estimates 

of 5.45 million, the highest since July 2015. This prompted the job openings rate to 3.9%, the post-recession high, from 

3.8% in February. The quit rate was flat at 2.1% both for total private and government while hiring rate declined to 3.7% 

from 3.8%.  

 U.S. small businesses turned positive on the outlook for business activity, as the National Federation of Independent 

Business’ small business optimism index rose for the first time during April. The index increased a single point to 93.6 from  

March’s 92.6—a two-year low. In the survey conducted by the National Federation of Independent Business, small 

businesses attributed the non-expansion to shortage of qualified workers to fill job opening and a poor economy and the 

political climate. Five of the 10 Index components posted a gain, four were unchanged, and one posted a small decline. 

 The Conference Board Employment Trends Index increased to 128.28 in April from 126.42 in March, and was up 1.4% 

year-on-year, due to positive contributions from all components led by Percentage of Firms With Positions Not Able to Fill 

Right Now. However, the Conference Board Chief Economist for North America Gad Levanon warned that despite the 

bounce in April, the growth slowed in recent months and thus job growth will also slow as employers become more 

cautious given that economic growth remains moderate and profits decline. He also said that they anticipate job growth to 

remain sub-200,000 per month. 

 While Chicago Federal Reserve President Charles Evans thinks that GDP growth may pick up to ~2.5% given solid U.S. 

economic fundamentals, he also believes that the Fed's current "wait-and-see" approach to monetary policy is appropriate 

given the uncertainty and risks present.  

 

 

Global Bonds 
 
US Treasury prices slightly fell week-on-week following risk-on 

sentiment globally as manifested by the rally in equities market. The 

week started with Treasury prices closing higher despite the upward 

pressure on yields from a rally in oil prices given positioning ahead of 

the April non-farm payrolls. US Treasuries dipped the next session but 

rebounded again given the decline in oil prices. Mid-week, investment 

grade credit issuance was seen to top USD20Bn in the busiest single 

session of the past two months. A strong three-year note auction 

propelled another rally as investors also digested certain weaker-than-

expected economic data releases in the US such as initial jobless claims rising to its 12-month high. The bumper 10-year note 

auction and slight dip in equities continued to push the US Treasuries upward. However, hawkish statements from Federal Reserve 

members along with relatively lackluster auction for USD15 billion 30-year bonds led to increase in yields, erasing gains during the 

week. Kansas City Fed President Esther George thinks that the central bank is keeping interest rates too low, while Boston Federal 

Reserve President Eric Rosengren thinks that the central bank should hike rates again if 2Q16 data confirms the strength of the 

U.S. labor market and the weakening of disinflationary pressures. 

 

Week-on-week, yields rose by an average of 2.07 basis points. The two-year note yield rose by 2.34 basis points to close at 

0.754%. Meanwhile, the ten-year government bond yield inched up by 0.63 basis points, closing at 1.745%. 

 

 

 

 

US Treasury Yield Curve

Tenor 5-May 12-May  +/- bps

3m 0.188 0.265 7.63

6m 0.381 0.357 -2.44

2y 0.718 0.754 3.58

5y 1.202 1.237 3.50

10y 1.745 1.752 0.63

30y 2.603 2.598 -0.46



 

Currencies  
 

The US Dollar strengthened vis-a-vis the  Euro this week given 

weakness in European earnings along with hawkish Fed indications in 

the U.S. The USD strengthened for the most part of the week with the 

only blip when Brent crude prices recovered from a 4% decline at the 

early part of the week. USD saw technical correction at the start of the 

week, causing it to weaken against the Euro. The 4% drop in crude 

prices pushed the USD up again against the Euro, and the USD’s rally 

continued to intensify given strong US job openings number. The 5% 

rally in oil prices mid-week weakened the USD momentarily as risk-on 

sentiment appeared to intensify globally, leading to shift to riskier 

assets and away from safe-haven assets and currencies. However, 

similar to the hike in Treasury yields during the latter part of the week, 

the greenback resumed its strengthening vis-à-vis the Euro given hawkish commentary from the Fed. Week-on-Week, the EUR 

weakened against the USD, similar to other major currencies such as the GBP and JPY, falling 0.34 US Cents, or +0.30%, to close 

trading at the 1.1392 level. 

 

The week ahead (May 16 – May 20) 

 

For next week, we expect global equities to trade sideways with a slight downward bias as technical correction might ensue in 

equities and commodities market. Critical consumption data (retail sales in US and China) and inflation data (US and Eurozone) will 

drive sentiment. US Treasuries movements will also be data-dependent but with bias for increase in yields, given key data releases 

such as April CPI (mkt. est: 0.4% MoM) and preliminary retail sales figures (0.8% MoM). Stronger-than-expected figures for both 

data releases will make investors adjust their rate hike expectations upward. For next week, movements in the EUR/USD pair will 

likely be sideways with slight bias towards Euro weakening. Direction will depend on inflation data both in the US and Eurozone, as 

well as GDP figures for certain Eurozone members.   

Currencies 

5-May 12-May % Change

USD/PHP 47.240 46.640 -1.27%

EUR/USD 1.1426 1.1392 -0.30%

GBP/USD 1.4462 1.4449 -0.09%

USD/JPY 107.28 109.23 1.82%

AUD/USD 0.7476 0.7330 -1.95%

USD/CHF 0.9642 0.9708 0.68%

EUR/CHF 1.10167 1.10601 0.39%

EUR/JPY 122.58 124.43 1.51%



 

Philippine Financial Markets 
 

The local equities market enjoyed an election-related rally and rose as risk-on sentiment ensued. For the local fixed 

income space, prices of government securities fell on average as the big rise in short-term yields offset the decline in the 
belly and the long-end. The Peso strengthened against the US Dollar this week as optimism brought inflows in the local 
equity market. 

Local Equities  
 

The local equities market enjoyed an election-related rally and rose as risk-on 

sentiment ensued. The investors perceived as positive that the frontrunner in 

the presidential race enjoyed a sizeable lead. The market started the week 

strong amid renewed optimism and with all sector indices enjoying gains. Mid-

week, the market corrected as the election-related sentiment lost some steam. 

Nevertheless, the buying ensued despite earnings releases this week being 

lackluster or just generally in-line with expectations. 

Week-on-week, the PSEi gained 444.92 points, or +6.36%, and closed at 

7,436.79; with net foreign buying of Php1.81 billion.  

 

Holding Firms: 

 Metro Pacific Investments Corp. (MPIC) is hoping to complete one or two tollway deals in Indonesia and Malaysia within 

2016. According to MPIC chairman Manuel V. Pangilinan, the Company is already in key ASEAN markets such as Thailand 

and Vietnam. As such, he stated that they are looking at more roads in Vietnam and one or two other projects in ASEAN 

outside of Thailand and Vietnam. 

 Metro Pacific Investments Corp. (PSE ticker: MPI) delayed the groundbreaking for the P62.72-billion Cavite-Laguna 

Expressway Project (CALAX) to next year, given delays in right-of-way as the government is still acquiring properties along 

the toll road’s route.  Construction was originally scheduled to start in July 2016 and expected to be finished by July 2020. 

 1Q16 earnings of DMCI Holdings, Inc. (PSE ticker: DMC) reached Php3 billion, but core net income of Php2.93 billion (given 

the Php111 million one-time gain on partial sale of its 10% share in Subic Water and Sewerage Company) represents 4% 

decline from its Php3.06 billion core earnings last year. For 2016, DMC expects weak earnings given the expiration of 

Maynilad's tax holiday, depressed commodity prices, and tapering electricity rates. 

 Ayala Corporation (PSE ticker: AC) saw its 1Q16 earnings rise to Php5.78 billion, given strong earnings growth contribution 

from Ayala Auto (4.5x from strong volume growth), and as Ayala Land (PSE ticker: ALI) and Manila Water (PSE ticker: 

MWC) improved earnings by 16% and 13%, respectively.  

 Ayala Corp. is looking to issue Php20 billion worth of 7-year fixed rate bonds, which will be issued for a minimum of 

Php50,000 and multiples of Php10,000. The first tranche, worth Php9.9 billion, will be used to refinance the company’s 

maturing peso-denominated debt obligations. Joint lead underwriters for the issue are BDO Capital and Investment Corp., 

BPI Capital Corp., China Bank Capital Corp. and First Metro Investment Corp. 

Industrial: 

 Emperador Inc. (Ticker: EMP) reported net earnings of Php 1.4 billion, flat year-on-year. The Andrew Tan-led liquor company is 

now the world’s largest brandy company and the Philippines’ largest liquor conglomerate after a series of acquisitions and 

brand building in the last two years. During the first quarter of 2016, the Company reported Php 9 billion in consolidated 

revenues, up 1.12% from the Php 8.9 billion churned in the same period last year. Winston Co, president of Emperardor Inc., 

stated that the Company marked a milestone during the first quarter of 2016 with the acquisition of Bodegas Fundador from 

Spain’s Beam Suntory. 

 

 
 
 
 
 
 
 
 
 
 

6-May 13-May % Change

PSEi 6,991.87 7,436.79 6.36%

Philippine  Stock Exchange  Index



 

Philippine Bond Market  
 
For the local fixed income space, prices of government securities fell on 
average as the big rise in short-term yields offset the decline in the belly and 
the long-end. The first day of the shorter trading week saw prices of 
government securities increasing, as market players priced in the weaker-
than-expected change in non-farm payroll report in the US, and as investors 
expected the Bangko Sentral ng Pilipinas to leave interest rates unchanged 
amid the sustained economic growth as well as benign inflation environment. 
This strength did not last long, however, as investors took on riskier assets the 
days following. The movement in the local fixed income market also mirrored 
the sell-off elsewhere as Fed officials issued hawkish statements.  
 
Yields rose by an average of 0.25 basis point for the week. The belly and the 
long-end of the curve fell by 9.57 and 8.33 basis points, respectively. The 
short-end bucked the trend, rising by 17.19 basis points.  
 
Philippine Peso  
 
The Peso strengthened against the US Dollar this week as optimism brought 

inflows in the local equity market. The Philippine peso exhibited strength vis-à-

vis the greenback at the start of the week following the elections and as 

market players digested the worse-than-expected U.S. non-farm payroll report. The Peso enjoyed even more strength as investors 

moved ahead of key economic data releases both locally and globally. In the past three presidential elections, the peso depreciated 

in the run-up to the elections then usually recovered after the results. Inflows to the local equities market helped sustain the strength 

of the local currency throughout the week. Week-on-week, the USD/PHP pair traded downwards, falling 60 centavos, or -1.27%, to 

close the week at the 46.640 level. 

 

 According to the Bangko Sentral ng Pilipinas, the Philippines’ financial system remained sound and stable despite the 

challenging global financial climate in 2015. The BSP noted that the banking system posted sufficient capitalization, 

improved asset quality, beefed up growth in assets, as it pursued sustainable reforms. The BSP highlighted that data 

showed the net income of banks was relatively stable at Php134.6 billion in 2015, slightly dipped by 0.22% from 2014’s net 

income of Php134.9 billion amid tempered trading gains on the back of a rising interest rate environment. 

 Department of Finance (DoF) Undersecretary Gil S. Beltran noted that East Asia and the Association of Southeast Asian 

Nations (ASEAN) accounted for the largest share in the country’s imports in February, which rose 1.2% to USD5.414 

billion. DoF thinks that the rising dependence to ASEAN member will continue given the region’s economic integration. 

 Data from the Bureau of the Treasury showed that public spending surged to a seven-month high in February. The budget 

deficit amounted to Php 34.63 billion, up 257% year-on-year and 898% month-on-month. This is expected to widen the 

year-to-date gap to Php 38.1 billion. Revenues in the month of February climbed 5% to Php 138.95 billion, while 

disbursements soared 22% to Php 173.58. Meanwhile, according to the Department of Budget and Management, 

expenditures rose at its fastest pace since July 2015, rising 25%. 

 The Mines and Geosciences Bureau (MGB) disclosed that investments in major mining projects in 2015 fell 22.5% to 

USD924.94 million, mainly due to the continuing expansion of four operating mining projects and one new mining project in 

construction stage.  

 International credit rating agency, Standard & Poor’s (S&P) Global Ratings, maintained its investment-grade credit rating of 

the Philippines amid the results of the presidential elections, wherein incoming president Rodrigo Duterte is expected to 

take over the government when President Aquino steps down on June 30. S&P Global said that its sovereign credit ratings 

of BBB, a notch above investment grade, and stable outlook on the Philippines are not affected by the change in 

leadership. S&P Global Ratings believes the fiscal and economic policies under the Duterte administration would remain 

supportive of the investment grade rating on the Philippines. 

 Data from the Philippine Statistics Authority (PSA) showed that exports fell for the 12th consecutive month in March on 

weak global demand. The state-run data agency reported that sales of outbound goods fell 15.1% in March to $4.61 

billion, the steepest decline in 6 months. The PSA also provided a breakdown of the exports drop, attributing lower 

shipments to the decline in seven commodity groups: (1) articles of apparel and clothing accessories, (2) chemicals, (3) 

metal components, (4) machinery and transport equipment, (5) electronic equipment and parts, (6) other manufactures, 

ignition wiring set and other wiring sets used in vehicles, (7) aircraft and ships. 

 In its Monthly Integrated Survey of Selected Industries (MISSI), the Philippine Statistics Authority (PSA) announced that 

Philippine factory output, as measured by the volume of production index (VoPI) rose for the ninth staight month in March, 

with growth at 7.8% YoY. Said growth however is slower than the 14.9% in March 2015 and 11.2% in February 2016. 

T enor 6-May 13-May  Change

1m 1.79 1.88 9

3m 1.90 1.88 -2

6m 2.11 2.77 67

1y 2.39 2.34 -5

2y 3.58 3.56 -2

3y 3.72 3.65 -8

4y 3.09 2.96 -13

5y 3.42 3.32 -11

7y 3.60 3.53 -7

10y 4.70 4.55 -15

20y 5.31 5.21 -10

25y 5.25 5.25 0

Average 0.3

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

 According to a report released by the Organization for Economic Cooperation and Development (OECD), the Philippines 

has one of the world’s most restrictive regimes for foreign direct investments—a key source of jobs and capital – despite 

the fact that its economy is now one of the fastest-growing in the Asia Pacific. Despite the country’s strong GDP growth, 

which picked up to 5.92% in 2011-2015 from 4.96% in 2005-2010, rampant poverty persists as poverty incidence was still 

at 26.3% of the population last year, from 27.9% in 2012. The lack of jobs has likewise forced millions of Filipinos to leave 

their families for opportunities abroad. The OECD further noted that ―the Philippines’ FDI regime is one of the most 

restrictive compared to OECD and non-OECD countries‖, adding that most restrictions stem from the Constitution’s 40% 

limit on foreign ownership in strategic industries and economic sectors. 

 

 

 

The week ahead (May 16 – May 20) 

 

Next week would be a data-laden week with the release of the Philippines GDP, OFW remittances number, and the balance of 

payments. We also expect the rest of the local listed companies to report their first quarter results. The PSEi is expected to trade 

between 7,400 and 7,600. Bond yields are expected to once again take leads from international developments and the general 

sentiment. For next week, expect the USD/PHP pair to continue moving sideways with a bias towards the peso strengthening 

especially if growth would beat expectations. 

 

  


