
 

June 13, 2016     
Global Financial Markets 

Global equities saw range-bound trading for most of the week as investors saw weak US payrolls data, dovish statements 
from Yellen, and the recovery of oil prices to above US$50 per barrel for the first time in 10 months. On the other hand, US 
Treasury prices rallied while the US Dollar closed sharply lower relative to the Euro on the back of the surprisingly poor 
May US non-farm payroll (NFP) data. 
  

Global Equities 
 

Global equities saw range-bound 
trading for most of the week as 
investors saw weak US payrolls 
data, dovish statements from 
Yellen, and the recovery of oil 
prices to above US$50 per barrel 
for the first time in 10 months. 
During her speech concluded 
Monday, Federal Reserve Chair 
Janet Yellen removed the time 
frame for the next interest rate 
increase, speaking of the 
“inevitable uncertainty surrounding 
the outlook for the economy.” She 
added that “New questions about 
the economic outlook have been 
raised by recent labor market data,” 
However, she did say that she 
expects economic expansion to 
continue, noting that labor markets 
have been quite positive though 
last Friday’s report was 
disappointing. 
 
U.S. equities went off to a shaky 
start following the disappointing 
payrolls report released Friday, but 
rebounded quite strongly thereafter. 
Investors recognized the weakness in jobs data as a sign that the Fed may hold off on hiking rates further, and thus risk-on 
sentiment ensued. Optimism rose further as oil prices hurdled towards the US$50 to a barrel level on Tuesday, and finally breached 
that mark on Wednesday, for the first time in 10 months.   
 
Over in Europe, shares also fell earlier on as investors remained cautious given lackluster data from the US, and the upcoming 
“Brexit” vote on June 23. However, share prices did recover on the back of a weaker US dollar, and dovishness from Fed Chair 
Janet Yellen late Monday. Stronger oil prices and better German industrial output data likewise encouraged more risk-taking in the 
financial markets.  
 
Meanwhile, Asian shares were mostly lower as bourses in China closed lower ahead of a 2-day holiday, and upon news of falling 
exports while markets were resilient in Japan and Australia (flat) on the back of stronger US Dollar and crude oil prices. Chinese 
exports printed -4.1% lower for May, worse than -1.8% in April, causing some to reduce risk ahead of the long weekend. However, 
mainland bourses rallied this week on anticipation of inclusion of A-shares in the MSCI EM index.  
 

Week-on-week, the MSCI World Index closed at 1,688.66, up by 0.89%. Markets were mixed with MSCI Europe down -0.83%, 
while the MSCI Asia Pacific ex-Japan was up 2.99%.  
 
Economic releases were once again mixed through the week, but the spotlight remained on the dismal U.S. jobs report released 
June 3.  
  

 For the month of May, the US nonfarm payrolls came in at a meager 38,000, significantly lower than the market estimate of 

160,000. This marked the smallest increase since September of 2010, with most of the negative impact coming from a 

month-long strike by employees at Verizon, a U.S. telecom giant. Further adding insult to injury was the fact that data for 

March and April combined was downwardly revised by 59,000. Thus, average monthly job growth plunged to 116,000, 

much slower than the 219,000 average in the prior year.  

 Meanwhile, the US unemployment rate fell to 4.7%, lower than the market estimate of 4.9%. This was the lowest level 

since November 2007, though it was largely due to the fact that roughly 458,000 Americans gave up their search for work. 

02-Jun-16 09-Jun-16 % Change

MSCI World 1,673.77 1,688.66 0.89%

MSCI Europe 115.83 114.87 -0.83%

MSCI Asia-Pacific ex-Japan 406.92 419.10 2.99%

Dow Jones Industrial Average 17,838.56 18,005.05 0.93%

S&P 500 2,105.26 2,119.12 0.66%
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Participation rate was down 0.2% to 62.6%. Wage growth on the other hand, appeared to be the lone bright spot in the 

employment report as average hourly earnings of private-sector workers rose 0.2% to US$25.59, translating to a 2.5% 

YoY increase.  

 According to the Institute for Supply Management, U.S. service sector activity slowed in May. Its index of non-

manufacturing activity fell to 52.9, lower than the market estimate of 55.3, the lowest level since February of 2014. This 

compared to April's reading of 55.7.  

 According to Fed Reserve Bank of St. Louis President James Bullard, he is leaning to vote against any rate increase 

during the FOMC meeting next week. He stated that he would rather move on the back of good news about the economy, 

and on that basis the May NFP data was a “fair assessment” that the argument for a rate hike is considerably weaker than 

before. However, he did add that while the May data surprised to the downside, the totality of the labor market evidence 

has been improving for a long time.  

 Boston Fed President Eric Rosengren shared the same sentiment, saying that while the Fed is on track to hike rates this 

year, it is unlikely to do so this coming June 14-15. He stated that economic data has been “choppy lately” and that the 

May report was disappointing. However, he still believes that there is "sufficient economic growth to justify a gradual 

removal of accommodation." 

 Non-farm productivity in the U.S. fell at a slower pace than first estimated for 1Q16. However, it still shows declines in four 

of the past six quarters. Productivity, which measures the hourly output per worker, contracted at a 0.6% annualized rate 

(compared to the market estimate of -0.6%). This was a slightly improvement from the -1.0% contraction last month, but 

still shows a negative figure.  

 Industrial Production in Germany expanded by 0.8% MoM in April, compared to the market estimate of a 0.7% gain. This 

was the first expansion in three months, and came from an upwardly revised contraction of -1.3% in March. 

 The pace of hiring by U.S employers fell to a 2-year low in April. The JOLTS (Job Openings and Labor Turnover Survey) 

showed that the pace of hiring fell to 3.5%, the slowest rate since August 2014 from 3.7% last March. The number of 

people hired fell to 5.1 million from 5.3 million in March and 5.5 million in February. Conversely, job openings rose by 

118,000 to a seasonally adjusted 5.788 million.  

 The Commerce Department’s quarterly services survey indicated consumption, including health care spending, climbed at 

a faster than expected pace than as assumed by the government in its 2Q16 GDP estimate last month. Consequently, Q1 

growth was perhaps not as weak as previously estimate following the release of key data on the service sector. 

 

Global Bonds 
 

US Treasury prices rallied in response to the hugely disappointing 

jobs data which showed only 38,000 jobs created for the month of 

May. This led to expectations that rates in the US will be lower for a 

longer period of time, consequently, there will be no rate hikes by 

June nor July. Despite Yellen, during her speech this week, tried to 

be hawkish by reaffirming the market that the economy is in a healthy 

position, yields still went down due to the combined effects of 

speculations of a more gradual interest rate normalization and due to 

investors searching for at least some positive yield. This was also 

brought out by the ECB starting to buy corporate bonds; hence, pulling alternative foreign assets’ yields even lower. 

 

Week-on-week, US Treasury yields declined by an average of 8.70 basis points, led by the 5-year bond which fell by 13.16 basis 

points to 1.221% and the 2-year benchmark yield which fell by 11.99 basis points to 0.887%.  

 

Currencies  

 
The US Dollar closed last week sharply lower relative to the Euro on the back 

of the surprisingly poor May US non-farm payroll (NFP) data. The May NFP, at 

a mere 38,000 jobs (lowest in over 5 years) sorely disappointed expectations 

of 160,000. Even recently buoyant sectors like construction cut back on hiring 

and the unemployment rate fell on the back of more people leaving the labor 

force, all but ruling out a mid-year Fed rate hike. Across the weekend, the US 

Dollar traded flat even as commentary from Fed Chair Janet Yellen seemed to 

support renewed expectations of no mid-year rate hike while also downplaying 

the significance of any single month's employment results and kept open the 

possibility that the labor market would rebound quickly. On Tuesday, the greenback continued to trade sideways as the markets 

Currencies 

2-Jun 9-Jun % Change

USD/PHP 46.530 46.060 -1.01%

EUR/USD 1.1199 1.1343 1.29%

GBP/USD 1.4431 1.4466 0.24%

USD/JPY 108.96 106.49 -2.27%

AUD/USD 0.7213 0.7437 3.11%

USD/CHF 0.9867 0.9619 -2.51%

EUR/CHF 1.10498 1.09102 -1.26%

EUR/JPY 122.01 120.79 -1.00%

US Treasury Yield Curve

Tenor 2-Jun 9-Jun  +/- bps

3m 0.274 0.249 -2.53

6m 0.462 0.423 -3.96

2y 0.887 0.767 -11.99

5y 1.352 1.221 -13.16

10y 1.799 1.687 -11.22

30y 2.581 2.487 -9.32



 

digested lower US non-farm productivity in Q1. With a mid-year rate hike fully discounted and much of the economic bad news 

already fully priced in, negative productivity growth, at -0.6%, was also expected by investors and was near initial estimates of -1%. 

Mid-week, the US Dollar slid again as another employment indicator printed on the weak side. US Job Opening and Labor Turnover 

Survey (JOLTS) fell 3.5% in April, foreshadowing the May disappointment. Towards the weekend, the greenback rebounded as US 

initial jobless claims fell 4,000 to a seasonally adjusted 264,000 as of last week, (vs. expected 270,000) coupled with Euro-bearish 

commentary from ECB Chief Mario Draghi, which implied Euro-zone policies are losing efficacy. Week-on-week the EUR/USD pair 

traded markedly upward, rising 1.44 US Cents, or +1.29%, to close trading at the 1.1343 level. 

 

The week ahead (June 13 – June 17) 

 

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

“Brexit” decision in the coming weeks. Given the disappointment in the non-farm payrolls though, we expect most investors’ risk 

appetite to be slightly higher. We also expect global bond traders be on the look-out for the decision of the Fed in its meeting next 

week. For next week, expect the EUR/USD pair to resume moving sideways given the opposing considerations behind the 

possibility of poor US inflation, consumer sentiment, retail sales, housing starts and industrial production offset by safe-haven 

demand induced by Brexit and lingering doubts behind ECB stimulus. 



 

Philippine Financial Markets 
 
The local equities market ended flat as investors locked in gains after several days of rally. For the local fixed income 
space, prices of government securities rose following the weak US employment data and dovish rhetoric from the Federal 
Reserve Chair. The Peso strengthened relative to the US Dollar throughout the week, following the highly disappointing 
US non-farm payroll report for May.  

Local Equities  

 The local equities market started the week strong, gaining 1.12%, as the labor 

data from the US led to heightened speculations that the lift-off will be delayed 

further. In response to this, foreign investors flew to risky assets, including those 

of the emerging market stocks such as the Philippines. Foreign flows were 

recorded at its highest in a long time, which was further magnified by the 

European Central Bank's decision to start corporate bond buying, pulling bond 

yields to record-lows. By mid-week, the rally in the PSEi reached 2.8%, with the 

index almost breaching the 7,800-level. However, the run-up was not sustained 

as the steep surge triggered profit-taking by Thursday, which continued on until Friday.  

 

Week-on-week, the PSEi gained 4.28 points, or -0.06%, and closed at 7,509.94, with net foreign buying of Php4.62 billion. 

 

Holding Firms: 

 Metro Pacific Investments Corporation (PSE ticker: MPIC) will obtain repayment directly from Rodrigo R. Duterte’s 

administration, on the condition that the arbitration claims in opposition to the government are completely accurate. 

According to the Financing Secretary Carlos G. Dominguez, Mr. Duterte’s government will recognize the issue which 

occurred during the administration of President Benigno S.C. Aquino III.  MPIC Chief Financial Officer David J. Nicol 

indicated that these claims will rise as the length of the problem continues to go unresolved. He mentioned that he hopes that 

it will be settled eventually so that the firm can start over. 

 JG Summit Holdings, Inc. (PSE Ticker: JGS) is seeking to add more developments to its business by investing up to $600 

million in order to enlarge its petrochemical operations by the next three years. President and Chief Operating Officer Lance 

Y. Gokongwei said that the funds would enable them to construct much needed downstream for butadine and aromatics 

stream. He also mentioned that they are hopeful that with a mixture of internally generated cash flow and borrowing, the 

petrochemical business would have the necessary funds needed for its development. 

Financials: 

 The merger of Landbank of the Philippines and Development Bank of the Philippines will be put on hold for review until the 

new administration takes over next month. Outgoing President Aquino issued EO 198 which approved the merger of the 2 

banks to create the second largest bank in the Philippines with a combined asset base of P1.6 trillion based on September 

2015 data. The proposed merger would see Landbank as the surviving entity. 

Services: 

 Globe Telecom, Inc. (PSE Ticker: GLO) is going to roll out 200 cell sites with the use of the 700-megahertz (MHz) spectrum, 

which would help in making adjustments to the internet service in the Philippines. Joel Agustin, the Globe Senior Vice 

President for program governance, network technical group, indicated that the latest cell site will provide an advantage to 

customers at a distance of 2.2 kilometers. He also mentioned that the plan is to provide the first 200 cell sites to locations 

where connection is needed from their customers, including the National Capital Region (NCR). 

 Both PLDT (PSE Ticker: TEL) and Globe Telecom, Inc. (PSE Ticker: GLO) are viewing the likelihood of being able to buy out 

the minority shareholders of Liberty Telecoms Holdings, Inc. Globe stated that they are in the stages of examining the 

probability of administering a tender offer. As for PLDT, they mentioned that from this decision would take note of the 

business plans coming from VTI (Vega Telecoms, Inc.) and its subsidiaries, especially LIB. 

 Smart Communications, Inc. stated that they seek to initiate 360 cell sites with the application of the 700-megahertz (MHz) 

spectrum for 2016 in not only Metro Manila, but also Metro Cebu and Metro Davao. Joachim Horn, PLDT and Smart Chief 

Technology and Information Advisor said that the long-term evolution (LTE) on 700 MHz would benefit in the increase in 

coverage and provide advancements on their network data as well. He also mentioned that a mixture of improvements in 

network, devices and technology would help the firm in matching the needs of their customers within the Philippines. 

 

Property: 

3-Jun 10-Jun % Change

PSEi 7,514.22 7,509.94 -0.06%

Philippine  Stock Exchange  Index



 

 A joint venture firm coming from both Ayala and Aboitiz groups are progressing towards the development of a financial 

district located in Cebu, with a budget of Php10 billion from its initial stages. Both ALI President Bernard Vincent Dy and 

Aboitizland President Andoni Aboitiz presented the proposal in relation to the mixed-used estate called Gatewalk Central, 

which would consist of office buildings, choice of residences, family-friendly parks along with an Ayala mall as well. It is 

predicted to provide around 9,000 jobs when it is completed.   

 Alveo Land Corporation presented their current project called “The Gentry”, which is a multi-tower development within 

Salcedo Village, Makati City. The subsidiary of Ayala Land, Inc. is seeking to commence the project’s residential component 

for June 2016 and is also hoping to accumulate Php5 billion in sales.  According to Alveo Land Chief Operations Officer 

Jennylle S. Tupaz,   the company is expecting to begin the construction of the office component for 2017. 

 Megaworld Corporation (PSE Ticker: MEG) is developing a residential condominium tower called “The Ellis”, to be located at 

the Makati Central Business District (CBD). According to Eugene Em Lozano, Vice President for Sales and Makati in 

Megaworld, the project aims to be a residential masterpiece with features related to its creation and creativity. In addition, the 

tower would have an overall of  237 units consisting of both studio and executive bedrooms within the building. 

 

Mining and oil: 

 Semirara Mining and Power Corporation (PSE ticker: SCC) stated that the company has attained government permit in 

relation to the Molave coal expansion project. With the revised environmental compliance certificate (ECC), SCC will raise its 

production rate of coal not higher than 16 metric tons. The firm also seeks to enlarge the Molave Pit (West Panian) at 400 

hectares from 300 hectares. The Environmental Management Bureau (EMB) has mentioned that sanctions may be imposed 

if SCC failed to comply with the conditions coming from the ECC. 

 

 

Philippine Bond Market  
 
For the local fixed income space, prices of government securites rose 
following the weak US employment data and dovish rhetoric from the Federal 
Reserve Chair. At the beginning of the week, local bond yields were also up 
on the back of a well-received Treasury Bill auction. Wedensday’s maiden 
term deposit facility auction was likewise very well-received, with total bids at 
Php199.7 billion, vastly overwhelming the Php30 billion offer size. It was much 
of the same story for the rest of the week, even after inflation came in slightly 
higher than expected at 1.6%.  
 
Yields fell by an average of 27  basis points for the week as yields declined 
across the curve, led by the short-end which lost 33.65 basis points. 
Meanwhile, the long-end and belly fell 2.99 basis points and 22.59 basis 
points, respectively.  
 
On Monday, the Bureau of the Treasury sold Php20 billion worth of short-term 
debt. Yields of the 91- and 182-day tenors fell to 1.588% and 1.617%, from 
1.674% and 1.65%, respectively, in the prior auction (held May 2). Meanwhile, 
the yield on the 364-day paper rose to 1.925% from 1.866% in the May 2 
auction. All tenors were fully awarded (Php8 billion for the 91-day, Php6 billion 
each for the 182-day and 364-day papers). Bids tendered totaled Php38.05 
billion, nearly twice the offer size. 
 
Philippine Peso  
 
The Peso strengthened relative to the US Dollar throughout the week, following the highly disappointing US non-farm payroll report 

for May. The weak May number, at 38,000, all but canceled an anticipated June Fed rate hike, causing the greenback to fall against 

EM currencies including the Peso. Foreign investor fund flows returned to EM and local financial markets on Tuesday following Fed 

Chair Janet Yellen's first comments in the aftermath of the disastrous US non-farm payroll data for May, triggering renewed 

expectations of no mid-year hike and prompted buying appetite for risky assets like EM equities. Mid-week, the Peso continued to 

trade flat with a slight upward bias vis-a-vis the US Dollar as foreign buying interest in EM markets such as the Philippines persisted 

alongside the rally in commodities led by crude oil (sustained above USD 50/Bbl). Towards the weekend, Peso took a breather from 

its rally vis-a-vis the US Dollar as investors took profit on the local bourse. The move may have been triggered by the Bank of 

Korea's surprise decision to cut main policy rates by a quarter-point to 1.25%. The greenback rebounded Friday as investors took 

profit at the weekend. Week-on-week, the USD/PHP pair traded  markedly lower, falling 33.5 centavos, or -0.72%, to close the 

week at the 46.13 level. 

 

T enor 3-Jun 10-Jun  Change

1m 1.65 1.65 0

3m 1.90 1.58 -31

6m 2.49 1.57 -92

1y 1.99 1.87 -11

2y 3.30 2.40 -90

3y 3.46 3.07 -40

4y 3.70 3.47 -23

5y 3.02 2.92 -10

7y 3.30 3.13 -18

10y 4.69 4.22 -47

20y 4.42 4.80 38

25y 5.25 5.25 0

Average -27.0

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

 The Philippines has been viewed to perform better in the Asean peer’s growth due to a strong domestic demand in spite of 

a weak global economy coming from a statement made by the World Bank. In addition, the country’s growth has been 

estimated to reach 6.4% this year with a faster execution of public-private partnership projects as well. The World Bank 

also pointed out the Philippine’s better macroeconomic fundamentals such as solid macro-prudential policies leading 

towards a decline in credit growth, and an increase in the accumulation of revenue. 

 According to the Labor Force Survey (LFS), unemployment in the Philippines went down to 6.1% for the month of April 

2016, a decline from 6.4% in the previous year. As for the employment rate, it rose to 93.9% from 93.6% previously. Those 

in the service sector, having the largest number of employees within the Philippines, increased at 56.7% compared to 

54.2% in the previous year. Meanwhile the agricultural sector having the second largest number of employees fell down to 

25% from 29.3%. 

 Philippine Statistics Authority (PSA) said on Tuesday that inflation accelerated to 12-month high in May due to food and oil 

price increases. Up from last month’s 1.1%, inflation rate went up to 1.6% in May, but fell within Bangko Sentral ng 

Pilipinas’ (BSP) projection of 1.1% to 1.9% and situated higher than Department of Finance’s (DOF) 1.4% estimate for the 

month. Core inflation rate, which excludes price-volatile commodities such as energy and food products, rose to 1.6% from 

April’s 1.5%.  PSA attributed the higher inflation report to stronger price increases of heavily-weighted food items, 

particularly vegetables, meat and rice. Furthermore, index of heavily-weighted food and non-alcoholic beverages increased 

to 2.3% in May from the previous month’s 1.6%. 

  

 

The week ahead (June 13 – June 17) 

 

Next week, all eyes will be on the Fed as they meet for their June meeting. We expect the market to trade range-bound between 

7,450 to 7,650. Market players on the local fixed income space would continue to seek direction from overseas developments, given 

the lack of local news. For next week, expect the USD/PHP pair to trade sideways as investors await US economic results to unfold 

this data-heavy week. Important indicators such as inflation, housing starts, consumer sentiment, retail sales and industrial 

production are due out. Locally, OFW remittance growth will likely be sustained given that its back-to-school season. 

 

  
 


