
 

June 6, 2016     
Global Financial Markets 

Global equities saw range-bound trading for most of the week as investors were mostly cautious given the upcoming 
FOMC meeting (June 14-15), as well as following the upward revision to the 1Q16 U.S. GDP data and hawkish statements 
from the Fed. On the other hand, US Treasury prices firmed on average for the week as investors weighed the probability 
of a rate hike alongside developments in the Eurozone and OPEC. The US Dollar traded sideways with a very slight 
upward bias relative to the Euro this week as growing conviction that the Fed would hike rates mid-year was offset by 
mixed US economic data and the looming Brexit issue. 
  
Global Equities 
 

Global equities saw range-bound trading 
for most of the week as investors were 
mostly cautious given the upcoming 
FOMC meeting (June 14-15), as well as 
following the upward revision to the 1Q16 
U.S. GDP data and hawkish statements 
from the Fed. 
 
U.S. equities stated off quiet as both 
stock and Treasury markets were closed 
for the Memorial Day holiday. The rest of 
the week saw lackluster trading however, 
as investors digested strong consumer 
spending and manufacturing data, 
countered by a muted Fed Beige Book 
report. Gains were also limited as the 
S&P reached a technical resistance level. 
Meanwhile, worries over a possible 
“Brexit” did little to assuage investors’ 
fears. At the end of the week, stocks 
pared session losses after OPEC failed 
to agree on a production cap, causing 
crude oil prices to stage a rebound.  
 
Over in Europe, shares rose at the 
beginning of the week amid better 
consumer confidence data from France 
and the UK. However, the rally was short-lived after data released showed that the Euro-zone remained in deflationary territory for 
the month of May, and as investors retreated to the sidelines ahead of the ECB meeting on Thursday. Following its meeting, the 
ECB left its 1.8 trillion euro stimulus and interest rate unchanged, as expected. However, President Mario Draghi left the door open 
for further initiatives as the central bank’s latest forecasts suggest inflation would remain below target. With regard to forecasts, 
ECB economists raised their growth forecast for the Euro-zone economy for 2016 to 1.6% from 1.4%, and continued to project an 
expansion of 1.7% in 2017.  
 
Meanwhile, Asian shares were mostly higher amid good Japanese inflation data and amid hopes that PM Abe of Japan would 
announce a delay in the sales-tax increase during his next speech. However, profit-taking soon ensued as investors looked to a 
possible “Brexit” vote in the coming referendum, and as market players remained ever watchful of U.S. economic data releases.  
 

Week-on-week, the MSCI World Index closed at 1,673.77, up by 0.10%. Markets were mixed with MSCI Europe down 1.32%, while 
the MSCI Asia Pacific ex-Japan was up 0.78%.  
 
Economic releases were once again mixed through the week. 
  

 For the month of May, the ISM's index of manufacturing activity rose to 51.3, beating the market estimate of 50.3 and 

April's 50.8. The index for new orders was down slightly to 55.7 but expanded for a fifth consecutive month. According to 

Brad Holcomb, chairman of the ISM, he expects "continued growth for the remainder of the year". 

 According to the Fed's latest Beige Book, inflation pressures grew slightly across the nation in the period to mid-May. 

Labor markets likewise tightened across most regions to pushing wages higher for many workers. The report on regional 

economic conditions showed that "tight labor markets were widely noted in most districts." In general, the Fed reported 

modest economic growth in six of its 12 districts, with one district describing growth as moderate and other ranging from 

slower growth to "generally flat" activity.  

26-May-16 02-Jun-16 % Change

MSCI World 1,672.12 1,673.77 0.10%

MSCI Europe 117.38 115.83 -1.32%

MSCI Asia-Pacific ex-Japan 403.77 406.92 0.78%

Dow Jones Industrial Average 17,828.29 17,789.67 -0.22%

S&P 500 2,090.10 2,099.33 0.44%
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US Treasury Yield Curve

Tenor 26-May 2-Jun  +/- bps

3m 0.285 0.274 -1.10

6m 0.447 0.462 1.53

2y 0.867 0.887 1.98

5y 1.347 1.352 0.49

10y 1.828 1.799 -2.93

30y 2.641 2.581 -6.04

 Consumer spending in the world’s largest economy rose at the fastest pace in seven years. Consumer spending jumped 

by 1.0%, beating the market estimate of +0.7%, the strongest prince since August 2009, from a downwardly revised 

reading in March of 0.1%. Durable goods purchases were up 2.3%, with autos accounting for most of the growth. Non-

durable goods purchases rose 1.4% and spending on services grew by 0.6%. Adjusted for inflation, “real” consumer 

spending rose by 0.6%, also higher than the market estimate of +0.5%, the strongest gain since February. 

 Prices of single-family U.S. home rose by 5.15% YoY (as measured by the national S&P/Case-Shiller Home Price Index), 

beating the market estimate.  

 The Conference Board’s consumer confidence index fell to 92.6, lower than the market estimate of 96.1, the lowest level in 

six months, from an upwardly revised 94.7 in April. “Consumer confidence dipped slightly in May, primarily due to 

consumers rating current conditions less favorably in April”, according to Lynn Franco, director of economic indicators.   

 The French economy grew 0.6% QoQ in the first quarter, higher than expectations at around 0.5%. This encouraging data 

followed the news that Germany grew + 0.7% QoQ, above market est @ + 0.4% QoQ. This improved economic outlook for 

the Euro Zone. 

 U.S. private sector hiring rose in-line with consensus estimates in May. Data released by Automatic Data Processing Inc. 

and forecasting firm Moody's Analytics showed that private payrolls were up 173,000, meeting the market estimate, as 

service-sector firms drove jobs growth. 

 The number of Americans filing for unemployment claims rose in-line with expectations in May. Initial jobless claims inched 

down by 1,000 to a seasonally adjusted 267,000 (slightly lower than the market estimate of 270,000) for the week ended 

May 28. The less-volatile four-week moving average of claims likewise declined by 1,750 to 276,750 while continuing 

claims increased by 12,000 to 2,172,000 (mkt est: 2.15 million) for the week ended May 21. 

 

Global Bonds 
 
US Treasury prices firmed on average for the week as investors 

weighed the probability of a rate hike alongside developments in the 

Eurozone and OPEC. Last Friday, traders took profit on the back of 

Federal Reserve Chair Yellen’s hawkish remarks on a possible rate 

hike in the coming months. She reiterated that it’s appropriate for the 

Fed to gradually and continuously increase the overnight rates in the 

coming months given continued improvement in the economy. 

Nonetheless, the Chair stopped short of giving a solid hint of a 

possible move in June. These comments had investors closely 

monitoring economic data releases for the week, such as the robust 

consumer spending data and stronger-than-expected US manufacturing print. However, the said positive news from the US was 

countered by events overseas. The disclosure of a poll showing increased support for a “Brexit” vote had investors seeking refuge 

in government securities. Cautious views were further reinforced after the ECB kept rates unchanged and after an uneventful OPEC 

meeting wherein attendees failed to reach an agreement regarding a new output ceiling. 

 

Week-on-week, US Treasury yields declined by an average of 1.01 basis points, led by the 30-year bond which fell by 6.04 basis 

points to 2.581% and the 10-year benchmark yield which fell by 2.93 basis points to 1.799%. Meanwhile, the 2-year note yield 

increased by 1.98 basis points to 0.887%. 

 

Currencies  

 
The US Dollar traded sideways with a very slight upward bias relative to the 

Euro this week as growing conviction that the Fed would hike rates mid-year 

was offset by mixed US economic data and the looming Brexit issue. The 

US Dollar closed last week at a 10-week high as voices for a mid-year rate 

hike grew louder upon hawkish commentary from senior Fed officials in line 

with spirit of the April FOMC minutes. This carried over into Tuesday, upon 

resumption of the US workweek following the Memorial Day long weekend. 

Mid-week, the greenback continued to strengthen as the US reported robust 

increases in consumer spending and home prices. US consumer spending 

reportedly rose 1%, beating consensus estimates of only 0.7%, largely 

driven by 2.3% and 1.4% growth in durable (especially automobiles) and 

non-durable goods, respectively. Housing prices were also upbeat, rising 5.15% YoY (S&P Case-Schiller Price Index) on the back 

of persistent scarcity of homes relative to households. On Thursday, the US Dollar took a breather from its rally as weaker-than-

Currencies 

26-May 2-Jun % Change

USD/PHP 46.690 46.530 -0.34%

EUR/USD 1.1180 1.1199 0.17%

GBP/USD 1.4697 1.4431 -1.81%

USD/JPY 110.00 108.96 -0.95%

AUD/USD 0.7222 0.7213 -0.12%

USD/CHF 0.9913 0.9867 -0.46%

EUR/CHF 1.10823 1.10498 -0.29%

EUR/JPY 122.98 122.01 -0.79%



 

expected consumer confidence print of 92.6 vs. expected 96.1 (conference board CC index) revived the possibility of no rate hike in 

June after all. Moreover, US manufacturing continued to send mixed signals with a fifth month of expansion in manufacturing 

activity yet a fall in Manufacturing PMI (Markit). Construction also declined -1.8% (vs. expectations of +0.6%) across the board. 

Towards the weekend, the greenback traded flat with an upward bias as labor data came out decidedly positive for May. Private 

sector hiring for the month met expectations at 173,000 new jobs. Also, initial jobless claims printed below expectations of 270,000, 

at 267,000, and the 4-week moving average dipped 1,750 to 276,750, prompting more hawkish commentary from senior Fed 

officials with regard to further rate hikes mid-year. Week-on-Week, the EUR/USD pair traded flat, rising only 0.19 US Cents, or 

+0.17%, to close trading at the 1.1199 level. 

 

The week ahead (June 6 – June 10) 

 

For next week, we expect global equities to trade in range as investors position ahead of the FOMC meeting in the coming weeks. 

Any disappointment in the non-farm payrolls may cause some optimism that the Fed may hold off on raising rates. We also expect 

global bond traders be on the look-out for more Fed commentary and US economic data releases as possible indicators of the 

timing of the Fed interest rate hike. For next week, expect the EUR/USD pair to continue moving sideways with a slight downward 

bias should US non-farm payrolls print robustly. This may be capped, however, investors trim risk on UK and Eurozone assets as 

we approach referendum day. 



 

Philippine Financial Markets 
 
The local equities market continued to rally amid recovering oil prices and further buying on earlier M&A activity. 
Meanwhile, statements of local and foreign officials dragged down prices of local government securities. The Peso traded 
sideways with an upward bias relative to the US Dollar this week as investors initially sold down the former on a possible 
June Fed rate hike, but later second-guessed such a move given recent mixed US economic data.  

Local Equities  

The local equities market continued to rally amid recovering oil prices and 

further buying on earlier M&A activity. On Friday, investors bought up shares, 

pushing the bourse beyond the 7,500 level. Local shares traded within range for 

most of the week, as investors remained cautious ahead of key data releases 

from the U.S., and the upcoming FOMC meeting on June 14-15. Month-end 

rebalancing on the 31
st
 likewise incited some profit-taking. However, share 

prices of select stocks were boosted as market players digested the effects of a 

consolidation in the telecommunications and power sectors.  

 

Week-on-week, the PSEi gained 102.54 points, or +1.38%, and closed at 7,514.22, with net foreign buying of Php3.95 billion. 

 

Holding Firms: 

 In a disclosure to the PSE, infrastructure and tollways conglomerate Metro Pacific Investments Corp. (MPIC) announced its 

acquisition from PLDT Communications and Energy Ventures, Inc. the common and preferred shares of stock in Beacon 

Electric Asset Holdings, Inc. for Php 26.2 billion. As a result of the share sale agreement between MPIC and PLDT, MPIC will 

acquire a further 25 percent interest in Beacon Electric, which owns 35 percent of Manila Electric Co. (Meralco) and 56 

percent of Global Business Power Corp. 

 The Philippine Government spent Php104.8 billion for public infrastructure, up by 52.8% YoY, in 1Q 2016. The overall 

spending of the government rose to Php 591.6 billion (+ 17.3% YoY), about 19.7% of the full year budget. The government 

expects disbursement to gradually increase in the succeeding months due to 1) mid-year bonus release and 2) upward 

trajectory of infrastructure spending during the second quarter.  

Financials: 

 This year, Philippine National Bank (PNB) established 3B budget for its capital expenditures - majority of which is earmarked 

for the restructuring of its banking operations in order to meet the ballooning needs of its clients and to maintain its 

competitive edge in the industry. With the digitalization of its operations, new opportunities of offering more products would 

arise prospectively for its more than 4M investors whilst reducing its operating expenses and accelerating its services 

Services: 

 In a statement, Philippine Long Distance Telephone Co. (PLDT) chairman Manuel V. Pangilinan said that the Company is 

raising its core net income guidance for this year to Php 30 billion from Php 28 billion amid expected gains from the sale of its 

interest in Manila Electric Co. to Metro Pacific Investments Corp. The PLDT unit yesterday entered into a share purchase 

agreement with Metro Pacific Investments Corp. for the sale of 25% of the outstanding common shares of Beacon Electric 

Assets Holdings, Inc. amounting to 645.76 million common shares and 25% of the total economic rights on the outstanding 

preferred shares of the Company, amounting to 458.37 million preferred shares. 

 San Miguel Brewery, Inc. (SMB) is gaining advantage from increased consumer spending, and is anticipating sales volume 

to go up by 15% for 2016, resulting to a net income of around Php15 billion by year-end. SMB Chairman Ramon S. Ang 

mentioned that if sales continue to stabilize, net income may reach Php12 billion to Php15 billion this year 

 Telco giants Philippine Long Distance Telephone Company (PSE ticker: TEL) and Globe Telecom, Inc. (PSE ticker: GLO) 

jointly acquired today vaious companies from San Miguel Corporation (PSE ticker: SMC) holding telecommunication assets 

including certain radio frequencies in various bands for a total consideration of  Php52.8 billion (Php26.4 billion each), 50% of 

which payable today, 25% on December 1, 2016, and the remaining portion on May 30, 2017. Both parties claim that such 

transaction results in more efficient utilization of available radio frequency spectrum for mobile services and thus enhanced 

mobile internet services at a lower cost. 

 

Property: 

 Eton Properties Philippines Inc., business tycoon Lucio Tan’s property unit, sets aside P30B in capital expenditures for the 

next five years to develop more office units and commercial buildings. In yesterday’s annual stockholder’s meeting, Eton 

27-May 3-Jun % Change

PSEi 7,411.68 7,514.22 1.38%

Philippine  Stock Exchange  Index



 

Properties CFO, Wilfredo Pineda stated that Eton has established 7 billion budget for 2016 capital spending – doubling the 

3.4 billion of expenditure level last year. As part of the expansion program, the company will construct a 25-story BPO facility 

in Eton Centris, Quezon City and three new BPO buildings in Ortigas. Also, Eton Properties COO, Josefino Lucas, said that 

Eton plans to expand its portfolio beyond Luzon to capitalize on the thriving tourism sector outside Metro Manila.  

 Megaworld Corporation (PSE ticker: MWC) is currently expanding its developments by establishing two additional office 

towers in Davao, namely One Republic Plaza and Emperador House. These towers will add 30,000 square meters of office 

space to their portfolio. According to Megaworld Senior Vice president Jericho P. Go, it is considered the beginning of what 

they can provide in terms of offices. They also anticipate increased demand for office spaces in Davao City within the next 

three years.  

 

Industrials: 

 Manila Electric Company (Meralco) sees deceleration in sales volume growth starting May due to cooler weather conditions 

brought by the rainy season. But, Meralco anticipates that the solid growth in client count and new business ventures will 

placate the effect of cooler temperatures in its sales performance. In yesterday’s briefing, Meralco President and CEO Oscar 

Reyes stated that the power distribution giant had performed well in the first four months of the year with 12.1% increase in 

electricity sales.  

 

 

Philippine Bond Market  

 
For the local fixed income space, statements of local and foreign officials 
dragged down prices of local government securities. Earlier in the week, 
prices were down as traders reacted to hawkish commentary from Federal 
Reserve’s Janet Yellen and James Bullard. Fed Chair Yellen echoed her 
previous statements wherein a gradual and continuous rate hike was an 
appropriate move by the Fed in the coming months given continued 
improvement in the economy. St. Louis Federal Reserve President Bullard 
likewise remarked that global markets, in his opinion, seemed to be well-
prepared for a possible rate increase in line with the gradual normalization 
of monetary policy. Mid-week, prices started to recover some losses as 
bargain hunting lifted prices. However, this weak recovery was mixed as 
traders ultimately chose to be on the defensive while waiting for the release 
of the US employment data. Moreover, reservations on the next 
administration’s fiscal policies were at the forefront after President-elect 
Duterte’s budget secretary Diokno revealed considerations for a wider 
budget deficit equivalent 3% of GDP. 
 
Yields rose by an average of 13.30  basis points for the week as yields 
increased across the curve, led by the long-end which climbed 17.92 basis 
points. Meanwhile, the short-end and belly gained 2.22 basis points and 
1.59 basis points, respectively.  
 
Philippine Peso  
 
The Peso traded sideways with a upward bias relative to the US Dollar this week as investors initially sold down the former on a 

possible June Fed rate hike, but later second-guessed such a move given recent mixed US economic data. On Monday, hawkish 

commentary from senior Fed officials augmented the unusually specific language in the April FOMC minutes pointing to a hike "in 

the coming months" caused the Peso to slip. On Tuesday, however, the US came back from the long weekend to poor consumer 

confidence data (conference board CC index 92.6 vs. expected 96.1), reviving the possibility of no rate hike in June after all and 

healthy foreign buying interest in local financial markets caused the Peso to recover. Mid-week, mixed US manufacturing data 

suggesting expansion in US manufacturing activity for a fifth straight month in May, but a fall in Manufacturing PMI (Markit) score to 

50.7 from 50.8 in April. Construction also declined -1.8% (vs. expectations of +0.6%) across the board, causing the Peso to 

strengthen further. It was pretty much the same, Friday, with the Peso continuing to strengthen despite the good labor data by way 

of in-line US private payrolls and falling jobless claims. Week-on-week, the USD/PHP pair traded sideways with a slight downward 

bias, falling 17.0 centavos, or -0.36%, to close the week at the 46.47 level. 

 

 A Department of Trade and Industry (DTI) official has stated that an export recovery is likely to happen once El Niño starts 

to disappear and is hopeful towards a $100 billion target for 2017. Export Marketing Bureau Director Senen M. Perlada 

said that the most important thing is to escape from the effects of El Niño to achieve a bounceback in growth from 

T enor 27-May 3-Jun  Change

1m 1.65 1.65 0

3m 1.76 1.90 13

6m 2.49 2.49 0

1y 2.03 1.99 -5

2y 2.39 3.30 91

3y 3.52 3.46 -6

4y 3.55 3.70 15

5y 3.03 3.02 -1

7y 3.31 3.30 -1

10y 4.21 4.69 47

20y 4.36 4.42 6

25y 5.25 5.25 0

Average 13.3

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

segments that are considered to be a priority in relation to trade. He also mentioned that they will focus on meeting their 

target, and revisions will be made towards their forecast on the export side. 

 The Philippine Government spent Php104.8 billion for public infrastructure, up by 52.8% YoY, in 1Q 2016. The overall 

spending of the government rose to Php 591.6 billion (+ 17.3% YoY), about 19.7% of the full year budget. The government 

expects disbursement to gradually increase in the succeeding months due to 1) mid-year bonus release and 2) upward 

trajectory of infrastructure spending during the second quarter.  

 Incoming Agriculture Secretary, Emmanuel F. Piñol, announced that while he will allow private traders to import rice, he 

will impose tighter safeguards against smuggling and abusing of import permits. He said that the said directive came from 

the President-Elect Rodrigo Duterte. Meanwhile, President Noynoy Aquino III recently signed a law imposing heftier fines 

on the large-scale smuggling of agricultural products. 

 March state borrowing reached Php44.17 billion, rising by 92%% from a year ago, as the government sought to hike its 

foreign debt after paying off its outstanding balances.  The government got Php61.318 billion funds from foreign sources, 

(vs. just Php3.362 billion in offshore debt incurred in March 2015), which considers the Php41.257 billion raised through 

the country’s offer of global bonds.  

 

The week ahead (June 6 – June 10) 

 

Next week, local equities and fixed income would once again look abroad for direction, especially as the much-awaited FOMC 

decision draws closer. Any indications of a potential Fed rate hike may cause investors on the local bourse to sell off. For next 

week, expect the USD/PHP pair to trade sideways but with an upward bias depending on the outcome of critical US non-farm 

payrolls result. A good number would provide solid footing for already loud voices calling for a mid-year rate hike. 

 

  
 


