
 

May 30, 2016     
Global Financial Markets 

Global equities rose after the worries about the June rate hike subsided. Aside from the Greek deal, optimism towards the 
global economy was boosted by higher oil prices. On the other hand, US Treasury prices increased during as market 
players moved ahead of Janet Yellen’s speech and following weakness in the consumer durable goods report. The US 
Dollar continued to strengthen vis-a-vis the Euro this week following the conclusion of the G-7 Summit wherein world 
economic leaders decided not competitively devalue their currencies and ahead of Yellen’s address at Harvard University. 

 
  
Global Equities 
 

Global equities recovered after sell-
offs the week prior due to hawkish 
Fed statements. This week, panic 
over the June rate hike ebbed and 
the investors regained optimism 
towards global economic backdrop 
with global oil price gains and 
successful Greece deal.  
 
U.S. equities benefitted from the 
broad risk-on sentiment across 
markets. Looking more closely at 
home, data remained mix pointing to 
softness in economic recovery. The 
market, however, focused more on 
the positive news that the indicators 
that hinted soft domestic demand 
and slowing manufacturing sector. 
Data for the housing market was 
particularly strong and the NY Fed 
upgraded its 2Q 2016 GDP forecast 
to 1.7%, up by 0.5 percentage point. 
Investors are becoming more 
comfortable with the idea of a June 
rate hike. Energy share prices also 
lifted the market after US crude oil 
prices hit psychological threshold of 
US$ 50/bbl intra-week before settling 
at US$49.48/bbl last May 26. The 
rise in US crude oil prices was due to declining crude oil inventories and production. Inventories fell 4.2 million barrels while the 
market only expected a 2.5 million barrel drop. Tech shares were particularly strong this week with news on higher iPhone 7 
production and stronger-than-expected 1Q 2016 earnings of Applied Materials, Inc. Applied Materials Inc. reported a 13.8% growth 
in adjusted profit. Orders also rose to US$3.5 billion, up by 37% YoY. The semiconductor manufacturer also upgraded its 3Q 
guidance from EPS of US$0.46 to US$0.50.   
 
European shares posted strong growth on the overall optimism towards the Euro Zone. Eurozone finance ministers reached an 
agreement with Greece and the International Monetary Fund regarding Greece‟s bailout. The bailout includes additional EUR 10.3 
billion funding and extending repayment period and capping interest rates. Without slashing the total debt that Greece needs to pay, 
it seems that the strategy is to buy time. The repayment will commence in 2018 after the elections late 2017. This will avoid the 
potential July default that the market was worried about. The Greek parliament approved tough austerity measures despite populist 
pressures. The most recent austerity measures include tax hikes and automatic budget cuts should the government miss its budget 
targets.  
 
Asian shares rose on positive news from Europe and the United States. More importantly, higher oil prices lifted optimism towards 
emerging markets, especially to commodity-dependent economies. Asian shares posted three straight weeks of gains. The 
Australian market was particularly strong fueled by oil-led rally and optimism towards the banking sector. Fitch Ratings affirmed 
ratings of major banks while Moody‟s said that the balance sheet of the banking sector remains strong despite jump in impaired 
loans.   
 

 

 

 

19-May-16 26-May-16 % Change

MSCI World 1,627.61 1,672.12 2.73%

MSCI Europe 112.34 117.38 4.49%

MSCI Asia-Pacific ex-Japan 394.24 403.77 2.42%

Dow Jones Industrial Average 17,435.40 17,851.51 2.39%

S&P 500 2,040.04 2,090.54 2.48%

Global Equity Performance
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Week-on-week, the MSCI World Index closed at 1,672.12, up by 2.73%. MSCI Europe posted strongest growth of 4.49%. 
 
Economic releases were mixed through the week. 
  

 Data from the National Association of Realtors (NAR) showed that sales of existing homes rose for a second straight 

month during April. The NAR said that sales increased 1.7% month-on-month to a seasonally adjusted annual rate of 5.45 

million. Meanwhile, the national median sale price for a previously owned home climbed 6.3% YoY to $232,500. This gain 

marks the 50th straight month of annualized increases.  

 The NY Fed upgraded its 2Q 2016 forecast to 1.7%, up by 0.50 percentage point from its May 13 projection of 1.2%. It 

cited good print from manufacturing and housing data as reasons for the upgrade. This is now slightly closer to the Atlanta 

Fed estimate of 2.5% (as of May 17). 

 Federal Reserve Bank of San Francisco President John Williams issued a statement noting that the central bank is on 

track to raise interest rates in either June or July. Williams reiterated his belief that the U.S. economy is ready for two to 

three rate hikes, as long as it continues to track current growth trajectory. Williams noted that the June 14-15 FOMC 

meeting will be “live” but added that he is still uncertain about what will happen in the said meeting. Furthermore, he noted  

that it is a “good thing” markets are moving to the Fed‟s view about rates. 

 Markit “Flash” PMI Index for May indicated expansion yet at a slower pace of US factory activity. The Manufacturing 

Purchasing-Managers Index fell to 50.5, down by 0.3 points from April. Uncertainties remain at bay, which led to clients 

delaying spending decisions. This indicates that the 2Q 2016 GDP print will be dragged down by the manufacturing sector. 

 Data from the U.S. Commerce Department indicated that the U.S. national deficit increased slightly in April, following the 

advance look at the U.S. trade data. The trade deficit in goods rose to $57.5bln (Mkt est: deficit-$60bln) from a final March 

reading of $57.1bln. Imports of goods rose an unadjusted 1.9% month-on-month, while goods exports rose at a 2.4% 

pace. 

 US new orders for durable goods rose 3.4% (seasonally-adjusted) in April, ahead of the 0.7% expectation of the market. 

The said indicator, nonetheless, pointed to soft domestic demand after the non-defense capital goods excluding aircraft fell 

0.8%. For the first four months, the non-defense capital goods excluding aircraft component fell 4.1% YoY. Overall 

durables were up (0.8%) so far this year, due to strong aircraft orders. 

 

Global Bonds 
 
Movements in U.S. Treasuries were driven by Fed officials‟ hawkish 
commentary, following the more hawkish than expected Fed April 
meeting minutes wherein the possibility of a June rate hike remained 
„live‟. U.S. Treasuries started the week with market players positioning 
ahead of Janet Yellen‟s speech at Harvard University on Friday, where 
investors are expecting to take cue from as to the direction of policy 
rates. As the week progressed, the yield curve continued to flatten on 
further hawkish statements from Fed officials, particularly Federal 
Reserve Bank of San Francisco President John Williams after he 
issued a statement noting that the central bank is on track to raise 
interest rates in either June or July. Williams reiterated his belief that 
the U.S. economy is ready for two to three rate hikes, as long as it continues to track current growth trajectory. Mid-week, U.S. 
Treasury yields paused from shifting upward amid a well-participated $26 billion auction that drew direct bidding and was priced at a 
yield of 0.92% and positive economic data releases in the U.S., particularly the best housing starts data in more than eight years. 
U.S. The week ended strong for U.S. Treasuries following weakness in business spending following the consumer durable goods 
report and a strong $28 billion 7-year note auction that drew solid demand from both foreign and domestic investors.  
 
 Week-on-week, US Treasury yields declined by an average of 0.98 bps, led by the 5-yr rate (1.347%, -2.76 bps), while the 10-yr 

rate closed at 1.828% (- 2.05 bps).  

 

  

US Treasury Yield Curve

Tenor 19-May 26-May  +/- bps

3m 0.300 0.285 -1.52

6m 0.427 0.447 2.04

2y 0.882 0.867 -1.48

5y 1.375 1.347 -2.76

10y 1.849 1.828 -2.05

30y 2.642 2.641 -0.08



 

 

Currencies  

 
The US dollar strengthened vis-à-vis its major trading peers, 

particularly the euro and the yen, as market  participants moved ahead 

of Fed Chairwoman Janet Yellen‟s commentary on Friday and 

following the G-7 Summit held in Japan. The week started with the 

euro strengthening against the greenback following positive economic 

data releases in Europe and market players reacting to commentary 

by other Federal Reserve officials last week. The euro then returned 

gains the following trading day following hawkish commentary from 

Fed officials, particularly Federal Reserve Bank of San Francisco 

President John Williams. Towards the end of the week, the dollar 

gained against most other trading peers, including the euro, as market 

players moved ahead of Janet Yellen‟s speech wherein market 

participants are expecting the Federal Reserve chairwoman to give direction as to the pace of the U.S. tightening cycle. Moreover, 

market players reacted to the firm statement of the Group of 7 nations, following the G-7 Summit, wherein the Group collectively 

agreed not to engage in deliberate competitive devaluing of currencies. On Thursday, market players digested weaker-than-

expected core durable goods data from the U.S. Orders for long-lasting U.S. manufactured goods surged in April on strong demand 

for transportation equipment and a range of other products, but continued weakness in business spending plans suggested the 

manufacturing rout was far from over. The US dollar appreciated against the Euro, week-on-week. The Euro closed at 1.12, down 

by 0.21% WoW. 

 

 

 

The week ahead (May 30 – June 3) 

 

For next week, we expect global equities to trade sideways with downward bias on expected profit-taking after Yellen‟s speech and 

G7 meeting. U.S. Treasuries movements will also be data-dependent and driven by critical events for the week such as the 

European Central Bank policy meeting, commentary by Fed officials, and U.S. economic data releases—particularly the change in 

non-farm payrolls data. Stronger-than-expected figures for the change in non-farm payrolls and a hawkish statement by Yellen will 

strengthen the case for a June rate hike. For next week, movements in the EUR/USD pair will likely be sideways with slight bias 

towards Euro weakening following the European Central Bank, where the ECB may address key issues such as the expansion or 

end of QE beyond March 2017. Direction will depend on inflation data both in the US and Eurozone. 

Currencies 

19-May 26-May % Change

USD/PHP 46.800 46.690 -0.24%

EUR/USD 1.1203 1.1180 -0.21%

GBP/USD 1.4636 1.4697 0.42%

USD/JPY 109.93 110.00 0.06%

AUD/USD 0.7196 0.7222 0.36%

USD/CHF 0.9895 0.9913 0.18%

EUR/CHF 1.10855 1.10823 -0.03%

EUR/JPY 123.15 122.98 -0.14%



 

Philippine Financial Markets 
 
The local equities market recovered from the Fed-induced sell-down last week as M&A action and strong oil price rally 
pushed up the market back to the 7,400 level. For the local fixed income space, prices of government rose on average as 
investors await direction on US interest rates and following BSP’s announcement of the intial volume available thru the 
term deposit facility. The Peso strengthened against the US Dollar this week as oil prices gained foot, reaching the USD50 
a dollar level, and following inflows in the equities market.  

Local Equities  

The local equities market recovered from the Fed-induced sell-down as M&A 

action and strong oil price rally pushed up the market back to the 7,400 level.. 

Local equities ended weak last week as investors continue to factor in higher 

potential of a sooner-than-expected rate hike in the US given hawkish 

commentaries from Fed members and hawkish FOMC minutes last April. There 

was also concerns on the potential composition of Presumptive President 

Duterte‟s cabinet. Bargain-hunting on stocks that were sold down dominated 

the first half of the week, There was weakness on the fourth trading day of the 

week as investors stayed defensive ahead of Fed Chair Janet Yellen‟s speech at Harvard this weekend. They also priced in the 

secondary placement of a large-cap conglomerate, which fell 10% day-on-day. The rally resumed on the last trading day given 

further bargain-hunting and given the transaction between two conglomerates where one gave up its power business to gain a 

stake in the other conglomerate. 

 

Week-on-week, the PSEi gained 112.65 points, or +1.54%, and closed at 7,411.68, with net foreign buying of Php9,800.03 million, 

inflated by the Php11.6 billion JGS block sale.  

 

Holding Firms: 

 San Miguel Corp. (PSE ticker: SMC) is looking to prioritize investing in clean coal-fired power plants over renewable energy 

projects, given the higher cost burden of renewable energy projects to consumers. Its subsidiary SMC Global Power Holding 

will utilize fluidized bed coal-fired power generating facilities, which emit substantially less greenhouse gases. It plans to build 

two power plants in Luzon and three in Mindanao with aggregate capacity of 1,200 megawatts for ~USD4.2 billion. 

 SMC Global Power Holdings Corp., the power unit of San Miguel Corp. (PSE ticker: SMC) expects to start operating the first 

150MW of its four-unit coal-fired power plant in Malita, Davao del Sur in June or July this year. The second 150MW unit is 

expected to be online by December, while the third and fourth units have yet to start, with 600MW being the more realistic 

maximum capacity of the plant. 

Industrial: 

 According to a disclosure to the PSE, Jollibee Foods Corporation (PSE ticker: JFC) and Cargill Philippines, Inc. (Cargill 

Philippines), a wholly-owned subsidiary of Cargill, Inc. (Cargill) will build and operate a poultry processing plant in Santo 

Tomas, Batangas thru a joint venture, Cargill Joy Poultry Meats Production, Inc., of which 70% will be owned by Cargill and 

the remaining 30% by JFC. JFC will invest Php244.9 million for this stake and an additional Php15.2 million for a 30% stake 

in Cargill Joy Poultry Realty, Inc. the leasing company in which the plant will be located. 

 Century Pacific Food Inc. (PSE ticker: CNPF) will make its debut on the MSCI Philippine Small Cap Index on May 31, 2016, 

joining other listed Philippine companies such as Manila Water, First Gen Corp. and DoubleDragon on the said index. 

 Trans-Asia Oil and Energy Development Corp (PSE ticker: TA) registered Php265 million earnings for the first quarter of 

2016, more than four times better than the Php65 million earned during 1Q15, given the improvement in electricity sales 

volume from its power projects and contributions from joint ventures. 

 Therma South, Inc. (TSI),   a wholly-owned subsidiary of Aboitiz Power Corp. (PSE ticker: AP), will shut down 150-MW unit 2 

of its coal-fired power plant in Barangay Binugao, Toril, to facilitate maintenance works.  TSI has scheduled another 

maintenance shutdown on unit 1 later this year. 

 First Philippine Holdings Corp. (PSE ticker: FPH) vowed never to invest in coal-fired power plants. Instead, it plans to 

prioritize investments in low-carbon sources of energy from natural gas, hydro, and geothermal, as well as wind and solar. 

FPH also appealed to the government to halt putting up more coal-fired plants, and focus on transition to renewable energy. 

 

 

 

 

20-May 27-May % Change

PSEi 7,299.03 7,411.68 1.54%

Philippine  Stock Exchange  Index



 

Property: 

 8990 Holdings, Inc. (PSE ticker: HOUSE) announced its deal with BDO Unibank, Inc. (PSE ticker: BDO) to sell Php3billion 

worth of contract-to--sell (CTS) receivables from its home purchasers on a "without recourse basis", hitting its target sales of 

Php11 billion for 2016. 

 

Services: 

 Tiger Resorts, Leisure & Entertainment, Inc., which is controlled by Japanese casino mogul Kazuo Okada, has initiated the 

second stage of development in its integrated casino and resort at the Entertainment City in Parañaque. It also expects its 

first phase to open by the end of the year, and is estimated to generate 8,000 jobs, mostly for Filipinos. 

 

Philippine Bond Market  
 
For the local fixed income space, prices of government rose on average as 
investors await direction on US interest rates and following BSP‟s 
announcement of the intial volume available thru the term deposit facility. The 
first day of the week was capped off with weaknesses in securities prices as 
investors priced in increasingly hawkish statements of Fed officials, sounding 
off interest rate hikes as the conditions for such a hike “seem to be...on the 
verge of broadly being met” by the US economy. Statements from the Fed 
have turned increasingly hawkish especially following the release of the April 
meeting minutes last week. Various officials have alluded to hiking even as 
early as June should data corroborate the picture of a steady US economy 
growth, tighter labor markets, and inflation approaching the 2% mark. This 
pullback, however, was not sustained as the local market rallied, bucking 
general direction elsewhere. There was generally cautious trading in 
anticipation of  Yellen‟s speech, Friday, as the market seeks guidance on 
Fed‟s timing and pace. There was continuous buying at the belly and active 
trading at the long-end. Lastly, BSP also announced during the week the 
initial available volume for the term deposit facitlity (TDF). At Php10 billion for 
the 7-day TDF and Php20 billion for 28 days, the volume was lower than 
market expectation.  
 
Yields fell by an average of 9.6  basis points for the week. The short-end, belly, and the long-end of the curve fell by 12.09 and 
17.95 basis points, respectively, while the belly rose 8.78 basis points.  
  
 
Philippine Peso  
 
The Peso strengthened against the US Dollar this week as oil prices gained foot, reaching the USD50 a dollar level, and following 

inflows in the equities market. The Philippine peso initially weakened against the dollar following Fed‟s hawkish stance. Mid-week, 

the peso started recovering on the back of inflows in the local equities market and a weakening dollar from the oil price ral ly. Week-

on-week, the USD/PHP pair traded downwards, with the Peso appreciating by 11 centavos, or 0.24%, to close the week at the 

46.690 level. 

 

 According to a statement released in its website, the Bangko Sentral ng Pilipinas granted regulatory relief to banks and 

other financial institutions with head offices and/or branches located in areas plagued by El Nino, per Memorandum No. M-

2016-006 approved May 13. BSP can grant regulatory and rediscounting relief measures to banks and other financial 

institutions that would in turn provide debt relief to their affected borrowers. Relief measures include exclusion of loans to 

affected borrowers from computation of past due ratios, reduction in general loan loss provisions, and a 60-day grace 

period to all rediscounting banks to settle outstanding obligations, among others. Measures will be in effect for a period of 

one year from date of declaration of state of calamity. 

 Electricity rates are lower in May by 41-centavos per kilowatt hour to Php8.444 per kWh—the lowest since January 2010—

according to an announcement by Meralco. This translates to savings of around Php82 for a typical househould 

consuming about 200 kWh. The cut was due to lower generation, transmission, taxes, and other charges. May 2016‟s 

overall rate is down Php1.54 year-on-year at Php9.98 per kWh last year. 

 Republic Act (RA) No. 10844, or the Department of Information and Communications Technology Act of 2015 was signed 

into law by President Aquino. The new law forms the Department of Information and Communications Technology (DICT), 

which will be the "primary policy, planning, coordinating, implementing, and administrative entity of the Executive 

Branch...that will plan, develop, and promote the national ICT development agenda". With this, the following will be 

abolished: Information and Communications Technology Office, National Computer Center, National Computer Institute, 

T enor 20-May 27-May  Change

1m 1.91 1.65 -26

3m 1.91 1.76 -14

6m 2.51 2.49 -2

1y 2.10 2.03 -7

2y 2.88 2.39 -48

3y 3.70 3.52 -17

4y 2.73 3.55 83

5y 3.22 3.03 -19

7y 3.43 3.31 -12

10y 4.69 4.21 -48

20y 4.42 4.36 -6

25y 5.25 5.25 0

Average -9.6

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

Telecommunications Office, National Telecommunications Training Institute, and other Department of Transportation and 

Communications (DoTC) units dealing with communications. DoTC will then renamed to Department of Transportation. 

 Government share in the earnings of government-owned and -controlled corporations (GOCCs) grew to Php40.2 billion in 

2015 from Php36.4 billion in 2014. Fifty-four GOCCs posted remittances last year, with Land Bank of the Philippines 

remitting the highest amount of dividends at Php6.6 billion, while the Philippine Amusement and Gaming Corp. (PAGCOR) 

had the highest total remittances with Php8.86 billion. 

 In a statement on Monday, the Social Security System (SSS) announced that it has allocated Php 1 billion for its pioneer 

investment with listed small and medium enterprises. The pension fund for private workers said the fund is part of an 

agreement with the Philippine Stock Exchange. Under the plan, SSS will be allowed to invest in companies with authorized 

capital between Php 100 and Php 500 million. 

 S&P‟s outlook for the domestic banking sector remains stable on the back of economic growth and declining total bad 

loans, but it has flagged the risk of increasing consumer loans as S&P director Ivan Tan noted that the share of bad 

consumer loans have been increasing, almost double the total non-performing loans and higher than in neighboring 

countries. He said that “Unemployment and underemployment in the Philippines remain high. Despite high economic 

growth, the wealth gap is still uneven. Consumer repayment has not improved over the last few years”. 

 On the sidelines of a public consultation on the implementing guidelines of the Republic Act No. 10667 or the Philippine 

Competition Act described as the Philippine's first foray into antitrust regulation, Philippine Competition Commission (PCC) 

Chair Arsenio M. Balisacan said that they would investigate uncompetitive sectors, and understand from where the lack of 

competitiveness or inefficiency is coming--the players, a cartel issue, or the regulators themselves--to address the issue 

properly. Also, following Duterte's warning that he would open the country to foreign players if the two firms would not 

improve connection and access, PCC vowed to look into possible uncompetitive business practices as internet providers of 

the two telco giants. "Since the incoming president is already giving that signal that he wants a competitive telco sector, 

that will make our job easier," Balicasan said. 

 Investment pledges approved by the Board of Investments totalled Php117.3 billion, up 64%, in January to April as 

investors continued to buy into the Philippine story. According to Department of Trade and Industry Secretary Cristobal 

and Trade Undersecretary Rodolfo, investments are flowing into infrastructure and energy including the Php16.7-billion 

project of Megawide Cebu Corp., the Php15.2-billion project of Light Rail Manila Corp. , Php 14.7-billion 150-megawatt 

Bayog Wind Power in Ilocos,  and the Php 25-MW biomass project in Negros Occidental amounting to Php4.9 billion.  DTI 

is keeping its investment growth target at 5%. 

 The Department of Finance came up with a tax reform study including an all-in tax exemption for those earning Php1 

million and below per annum, lower tax rates for individuals and firms, and increase in value-added tax (VAT) to 14% and 

the expansion of VAT coverage for the incoming Secretary Carlos G. Dominguez III's consideration. According to current 

Secretary Cesar V. Purisima, this is to make the economy more equitable, dynamic, and competitive especially as an 

investment destination, with the study being done by partners like the World Bank and the International Monetary Fund. 

DOF said that the proposed tax reform package was comprehensive and revenue-positive. If the package would be 

implemented fully, DOF estimated that revenue gains would total Php511 billion in the first year or a net revenue gain of 

about Php351 billion.  

 

The week ahead (May 30 – June 3) 

 

Next week local equities would once again look for direction abroad, especially what Fed Chair Janet Yellen will say this weekend. 

There may be more price action in the energy and conglomerates space as investors further digest the transactions that occurred 

this week. Bond yields will take cues from local and international developments, with keen attention on Yellen‟s message that might 

give more clarity on the pace and timing of Fed‟s policy normalization, and given the data-laden week for the US especially the non-

farm payrolls and durable goods data. For next week, expect the USD/PHP pair to continue moving sideways with a bias towards 

the peso weakening as market expectations on interest rate hike signal conficence that the data releases will be supportive of such 

view and will thus be generally positive. 

 

  
 


