
 

June 20, 2016     
Global Financial Markets 

Global equities saw declines for most of the week as investors remained cautious ahead of the FOMC, as well as the 
impending “Brexit” vote. In contrast, US Treasury prices posted gains as yields fell to record-lows in response to the 
Fed’s decision to keep rates steady. The US Dollar traded sideways with a pronounced upward bias this week as investors 
fled the Euro (and Pound Sterling) on the prospect of the Britain-less EU. 
  

Global Equities 
 

Global equities saw declines for most 
of the week as investors remained 
cautious ahead of the FOMC, as well 
as the impending Brexit vote. Polls 
showed that the possibility of Britain 
leaving the EU rose to as much as 
40%, coming from 30% last week.  
 
U.S. equities posted losses throughout 
the week amid a batch of mixed data, 
and caution ahead of the FOMC 
meeting. Despite the fact that the Fed 
appeared dovish, the market continued 
to trade in range to slightly lower. The 
Federal Reserve kept its rates 
unchanged during its FOMC meeting, 
as was widely expected. The Fed 
signaled that it still plans to hike rates 
twice this year, but lowered its growth 
forecasts both 2016 and 2017, and 
lowered tightening projections in the 
near term. According to Fed Chair 
Yellen, “it was fair to say that [“Brexit” 
concerns] was one of the factors that 
factored into today’s decision.” The Fed 
stated that the pace of improvement in 
the labor market has slowed, while 
growth in economic activity appears to 
have picked up, which completely reversed their statement back in April. 
 
Over in Europe, shares continued to decline amid fears of a potential “Brexit”, especially as polls showed an increase in the 
possibility of Britain leaving the EU. A continued strengthening of oil prices failed to lift sentiment. Shares continued to decline 
towards the end of the week as the market digested what was referred to as an “influential” Brexit poll, which showed that the 
“Leave” vote held a six point lead.  
 
Asian shares were also broadly lower as markets in Japan reacted to a weakening U.S. dollar. Overall, Asian markets continued to 
see profit-taking as global investors reduce risk ahead of the critical UK referendum vote on the 23rd - the main source of recent 
market volatility.  
 
Week-on-week, the MSCI World Index closed at 1,628.13, down by 3.58%. MSCI Europe was down -5.68%, while MSCI Asia 
Pacific ex-Japan declined 4.38%.  
 
Economic releases were once again mixed through the week, but the spotlight remained on the FOMC meeting for the week.  
  

 The University of Michigan's preliminary consumer sentiment index was higher than forecast in June, coming in at 94.3 

compared to the market estimate of 94. However, it was slightly lower than May's 94.7. The figure indicated that 

consumers were more optimistic about the economy, which could translate into earnings.  

 For the month of May, U.S. retail sales climbed strongly by a seasonally adjusted 0.5% MoM, beating the market estimate 

of +0.3%, from an unrevised spike of 1.3% in April, led by a 1.3% jump in “non-store” sales, including purchases on 

Amazon and internet competitors. On a YoY basis, the “non-store” category surged 12.2% while department-store sales 

slumped 5.8% YoY. Gas station spending rose by a healthy 2.1% MoM, and the purchase of motor vehicles rose 0.5%. 

 Business inventories in the U.S. barely expanded in April, creeping up 0.1%, slightly lower than the market estimate of 

+0.2%, from a downwardly revised 0.3% increase during March. Auto inventories were slightly up by 0.1%.  

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

MSCI World 1,688.66 1,628.13 -3.58%

MSCI Europe 114.87 108.34 -5.68%

MSCI Asia-Pacific ex-Japan 419.10 400.74 -4.38%

Dow Jones Industrial Average 17,985.19 17,640.17 -1.92%

S&P 500 2,115.48 2,071.50 -2.08%

Global Equity Performance

100

200

300

400

500

600

1,400

1,550

1,700

1,850

2,000

2,150

Mar '15 May '15 Jul '15 Sep '15 Nov '15 Jan '16 Mar '16 May '16

MSCI World (LHS) S&P 500 (LHS)

MSCI Europe (RHS) MSCI Asia-Pacific ex-Japan (RHS)



 

 The National Federation of Independent Business stated that its small business optimism index inched up 0.2 of a point to 

93.8, marginally beating the market estimate of 93.6. Four components of the index increased while two were unchanged. 

Concerns about anemic sales ranked high among small business owners. 14% of owners said weak sales were their main 

business problem, which was up three points MoM.  

 U.S. import prices rose for a third month, at their fastest pace in over four years during May, as price continued to improve 

for petroleum-related and industrial supplies such as metals. Import prices were up 1.4% MoM, beating the market 

estimate of +0.7%, from April’s upwardly revised 0.7%. Not including petroleum, import prices recorded their first monthly 

gain, +0.4%, since March 2014. Import prices for petroleum and petroleum products spiked 17.4%. 

 Industrial production in the U.S. declined faster-than-expected in May, contracting by a seasonally adjusted 0.4% MoM, 

mostly due to a decline in output at auto factories and electric utilities. Manufacturing output was down 0.4% (compared to 

the market estimate of -0.1%), driven by a plunge of 4.2% in motor vehicles and parts production. 

 Producer prices in the U.S. were up for a second straight month in May, increasing by a seasonally adjusted 0.4% MoM, 

compared to the market estimate of a 0.2% decline. This was largely because energy prices spiked 2.8% and trade service 

prices rose 1.2%.  

 Consumer prices in the U.S. rose by a seasonally adjusted 0.2% MoM in May, following April's 0.4% increase. Core prices 

were also up 0.2% MoM, meeting the market estimate of +0.2%, driven by a 0.4% jump in shelter costs. Meanwhile, 

energy prices were up 1.2% MoM led by a 2.3% jump in gas prices.  On an annual basis, headline CPI rose 1.0% as core 

prices jumped 2.2% YoY to mark a seventh straight month that annualized core inflation met or went past 2%. 

 The number of Americans filing for unemployment claims rose by 13,000 to a seasonally adjusted 277,000, higher than the 

market estimate of 270,000 for the week ended June 11. The less-volatile four-week moving average fell slightly by 250 to 

a seasonally adjusted 269,250. Continuing claims, or those drawn by workers for more than a week, spiked 45,000 to 

2,157,000 compared to the market estimate of 2.14 million. 

 

Global Bonds 
 

US Treasury prices continued to rally with yields falling to record-lows 

in response to the risk-off sentiment brought by the Federal Reserve 

(Fed) officials’ comments regarding the US economy, and the looming 

referendum in the UK. This week, all eyes were on the Federal 

Reserve as they convened for their June meeting. Investors became 

cautious as they awaited for the central bank’s remarks regarding the 

poor May jobs report, and the timing and magnitude of interest rate 

hikes. The statement proved to be with a dovish tone as more Fed 

governors now think that it is best to hike just once this year, and the 

dot plots showed a slower pace of normalization. Moreover, the meeting added to the concerns over global growth as the Fed 

revised their GDP growth forecast lower. All throughout the week, investors took a flight-to-safety stance ahead of the UK vote to 

either stay or leave the European Union, which led to yields falling even further. 

 

Week-on-week, US Treasury yields declined by an average of 8.12 basis points, led by the 5-year bond which fell by 13.00 basis 

points to 1.091% and the 10-year benchmark yield which fell by 10.79 basis points to 1.687%.  

 

Currencies  

 
The US Dollar traded sideways with a pronounced upward bias this week as 

investors fled the Euro (and Pound Sterling) on the prospect of the Britain-

less EU. The theme was in vogue since the end of last week when the 

greenback rallied on the back of the souring outlook for global economic 

growth and louder "leave" voices from Britons. The US Dollar gave back its 

gains past the weekend as risk-off appetite returned, but for sovereign debt 

and the Yen rather than the greenback as the looming "Brexit" vote 

approached and as Chinese fixed asset investment fell from +10.5% (YTD) 

in April to +9.6% (YTD) in May. Risk assets like global equities and crude oil 

uniformly fell amid the volatility. On Tuesday, the US Dollar rebounded on 

good US retail, inventories and small business confidence data. Safe-haven 

appetite focused on the greenback again as economic fundamentals were better so far in the week. US May retail sales grew 0.5% 

on the month (vs. 1.3% in April), beating consensus of +0.3% for the same period owing to robust expansion in online sales. US 

business inventories for April were slightly lower than expectations of 0.2% at 0.1% and small business confidence printed at 93.8 

US Treasury Yield Curve

Tenor 9-Jun 16-Jun  +/- bps

3m 0.249 0.254 0.57

6m 0.423 0.340 -8.26

2y 0.767 0.685 -8.16

5y 1.221 1.091 -13.00

10y 1.687 1.579 -10.79

30y 2.487 2.396 -9.10

Currencies 

9-Jun 16-Jun % Change

USD/PHP 46.060 46.430 0.80%

EUR/USD 1.1343 1.1212 -1.15%

GBP/USD 1.4466 1.4127 -2.34%

USD/JPY 106.49 104.30 -2.06%

AUD/USD 0.7437 0.7357 -1.08%

USD/CHF 0.9619 0.9657 0.40%

EUR/CHF 1.09102 1.08277 -0.76%

EUR/JPY 120.79 116.94 -3.19%



 

(SB optimism index), a tad higher than expectations of 93.6. Mid-week, the greenback slumped again as a vastly greater number of 

senior officials (6 Fed governors vs. 1, previously) now see only one (1) rate hike between now and December. Moreover, US 

industrial output came out worse than expected, falling -0.4% (MoM) versus expectations of only -0.2% for May, driven by weaker 

manufacturing activity. Towards the weekend, the US Dollar rebounded as US inflation data moderated for the month of May. CPI 

of 0.2% fell short of the expected 0.3%, though core inflation met consensus of 0.2%. Items such as shelter and energy costs grew 

the most, at 0.4% and 2.3% respectively, supporting the annualized core inflation print of 2.2% (YoY), the seventh straight month 

above 2%. This was reflected in the National Assoc. of Home Builders (NAHB) index rising to 60 (vs. expectations of 59). Week-on-

Week, the EUR/USD pair traded markedly downward, falling 1.31 US Cents, or -1.15%, to close trading at the 1.1212 level. 

 

The week ahead (June 20 – June 25) 

 

For next week, we expect global equities to trade with an upward bias as investors respond dovish rhetoric from the Federal 

Reserve. Bargain-hunters will be looking for opportunities following this week’s losses, though gains would be capped by caution 

ahead of the Brexit vote. Meanwhile, bond prices will likely continue to increase as investors favor safety assets. For next week, 

expect the EUR/USD pair to trade sideways with continuing anxiety over Brexit offset by low expectations for US Manufacturing 

PMI, durable goods orders, consumer sentiment and initial jobless claims. 



 

Philippine Financial Markets 
 
The local equities market extended gains on expectations of sustained easy monetary policy globally amid the Fed's 
inaction. For the local fixed income space, prices of government securites fell following caution ahead of the FOMC 
meeting, which eventually ended with dovish rhetoric from the Fed. The Peso weakened relative to the US Dollar 
throughout the week after initially starting strong. This was largely due to safe-haven demand driven by market volatility 
stemming from the "Brexit" issue.  

Local Equities  

The local equities market managed to post gains despite the risk-off sentiment 
globally as investors took the Fed's decision not to hike rates to mean more 
liquidity that could flow into strong emerging markets such as the Philippines. 
During the early part of the week, market players remained cautious as they 
await for the outcome of the FOMC. The pending resolution regarding UK's 
membership in the European Union likewise triggered investors to shift to safety 
haven assets. However, the Fed's decision to keep rates steady, and their less 
optimistic outlook on the US economy led to heightened expectations of a 
lower-for-longer interest rate environment. Locally, data on OFW remittances 
came out, showing a 4.1% increase over a year ago, which is slower than 
economists' expectations of 7.5% growth. Nonetheless, strong foreign inflows dominated, pushing the market higher. 

  

Week-on-week, the PSEi gained 112.13 points, or +1.49%, to close at 7,622.07. For the week, foreigners were net buyers at 
Php487.16 million. Year-to-date, net foreign inflows reached Php21.6 billion or US$464.85 million. 
 

Holding Firms: 

 Aboitiz Equity Ventures (PSE Ticker: AEV) is hoping that its power distribution business increase at 5.3% sales growth for 

2016 as a result of strong growth in the Philippines, including higher electricity consumption in the middle of the dry weather. 

According to Jaime Jose Y. Aboitiz, the Chief Operating Officer of Aboitiz Power Corporation, he stated that its subsidiary 

Visayan Electric Co., Inc. (VECO) will also see growth for the rest of the year. AEV is looking to spend Php4.7 billion for 2016 

in order to provide additional developments on its industrial and residential land bank.  

 In yesterday’s annual stockholder’s meeting, San Miguel Corporation (PSE:SMC) announced that the firm is in discussions 

with Manuel V. Pangilinan’s Metro Pacific Investments Corporation (PSE: MPI) for a possible joint venture in infrastructure 

projects. Ramon Ang, SMC president and COO, said that the infrastructure project proposal includes a new Manila Bay 

international airport, which may cost around $2 to $10 billion. Furthermore, the two conglomerates are open for possible 

cooperation in other infrastructure projects such as toll roads, railways and power generation. 

Financials: 

 BDO Unibank (PSE: BDO) acquires the rights to be the exclusive issuer and acquirer of Diners Club International (DCI) 

credit cards in the Philippines. The acquisition adds another credit card offered by BDO in what is already the largest credit 

card portfolio in the country. BDO executive vice president Rolando C. Tachangco said “The Diners Club portfolio w ill allow 

us to deliver new customer benefits to our card members. SB Cards has built a quality portfolio, and we are excited to work 

with those card members as well as start to issue new Diners Club cards.” The transaction is expected to be completed 

within 2-3 months. 

Services: 

 Globe Telecom, Inc. (PSE Ticker: GLO) is aiming to seek legal methods in case that the Philippine Competition Commission 

(PCC) would come into a resolution in rejecting its notification of a joint purchase with Philippine Long Distance 

Telecommunications, Inc. (PLDT) in relation to San Miguel Corp’s telecommunication assets. According to Yolanda C. 

Crisanto, Global Senior Vice-President for Corporate Communications, she stated in a phone interview that the company is 

taking action in ensuring that they give them the information needed as their references. However, she also mentioned that if 

it does not go well as planned, then they will exert efforts from the legal side instead.  

 Cebu Pacific and its sister carrier Cebgo indicated that both of its passenger volume saw an increase from January to April 

2016 at 10.6% to 6.61 million passengers, with an additional rise that is bound to happen from the hectic summer season. 

Capacity also went up to 2.4%, which showed a combined seat load factor of 87.6% compared to 81.1% in 2015. Cebu Air 

(PSE Ticker: CEB) said that better online bookings and an expansive selection of products and services lead to its increase. 

 Cebu Pacific (PSE ticker: CEB) aims to construct an aircraft parking bay within the Ninoy Aquino International Airport (NAIA) 

south general aviation area. The airline has indicated that upon its development, it would be able to assist four to six Airbus 

10-Jun 17-Jun % Change

PSEi 7,509.94 7,622.07 1.49%

Philippine  Stock Exchange  Index



 

A320 aircraft. According to Lance Y. Gokongwei, Cebu Pacfiic’s President and CEO, the area would meet the required space 

and enable the process of its operations. 

 Philippine Long Distance Telephone Co. (PSE Ticker: TEL) has been shown to be hopeful that it will get past the regulatory 

approval in relation to the arranged $1.5 billion takeover with Globe of San Miguel Corp’s telecom business. PLDT 

Regulatory Affairs and Policy Head Ray C. Espinosa indicated that the transaction has not gone against the Competition Act. 

Also, he said that the firm is currently getting the regulatory approval needed with regards to the deal. 

 Philippine Long Distance Telephone Co. (PSE Ticker: TEL) is looking to retain its investment in German e-commerce 

company Rocket Internet SE in spite of its unsatisfactory performance. PLDT Chairman Manuel V. Pangilinan said that it 

should be kept despite shareholders not being too cheerful about its share price and execution. He also said that this puts 

pressure for Rocket Internet SE to do well when the opportunity arises.  

 Philippine Long Distance Telephone Co. (PSE Ticker: TEL) and Globe Telecom, Inc. (PSE ticker: GLO) have reached an 

agreement in the signing of the Memorandum of Agreement (MoA)  which allows both companies to establish a bilateral 

domestic peering within 30 days. Through this arrangement, it would enable direct local exchange in the middle of PLDT’s 

Internet Exchange and Globe’s Internet Exchange. Both companies are set to finish the initial phase of the bilateral peering 

within 30 days following the establishment of the MoA.    

 Telco giants Globe Telecom (PSE: GLO) and Philippine Long Distance Telephone Co. (PSE: TEL) have expanded the 

interconnection of their landline services to cover Camarines Norte Province. The move would allow landline users in the 

province to make calls to other carriers without incurring long distance charges. Globe General Counsel Froilan M. Castelo 

said “Interconnection significantly reduces the cost of connectivity among our customers. We will continue seek an expansion 

of our interconnection to include more areas and provinces in the country.” The interconnection took into effect on June 10, 

2016. 

Property: 

 Avida Land, a firm part of Ayala Land, Inc. (PSE Ticker: ALI) is seeking to use Php1 billion in order to develop the first low-

rise, single-tower residence in Makati named “One Antonio” which has been estimated to accumulate Php1.7 billion in 

revenues. Avida Assistant Vice President for Project and Strategic Management Group Herbert Herero stated that the 

residence will provide attraction to clients who are interested in acquiring a home near the business district. He also 

mentioned that this will also captivate investors that want to rent out units for Makati-based professionals. 

 

Mining and oil: 

 Semirara Mining and Power Corporation (PSE Ticker: SCC) could provide more growth to coal production by a fourth for 

2016 on the basis that stable operations along with a preliminary effect from expansion work  has occurred in the coal mine 

site in Antique. According to SMPC CEO Isidro A. Consunji, he indicated in a text message that the company’s production 

may recuperate at 10 million metric tons (MT) for this year or 25.31% higher than the output in 2015. Coal production is 

about to commence by either August or September.  

 

 

 

Philippine Bond Market  
 
For the local fixed income space, prices of government securites fell following 
caution ahead of the FOMC meeting, which eventually ended with dovish 
rhetoric from the Fed. At the beginning of the week, bond yields were slightly 
up as investors hesitated to take positions ahead of the FOMC meeting. 
Expectations though, were for the Fed to keep rates on hold given weak 
payrolls data for the month of May. Towards the end of the week, bond yields 
declined as investors reacted to the FOMC’s dovish statements and the 
decision to keep rates low. 10-year German bunds falling into negative territory 
further caused risk-taking on the fixed income space.  
 
Yields rose by an average of 4.9 basis points for the week as the short-end 
and belly of the curve increased by 6.62 and 11.87 basis points. Meanwhile, 
the long-end of the curve fell by 6.08 basis points.  
 
 
 
 



 

 
 
Philippine Peso  

 
The Peso weakened relative to the US Dollar throughout the week after initially starting strong. This was largely due to safe-haven 

demand driven by market volatility stemming from the "Brexit" issue. The Peso started the week strong as safe-harbor demand 

shifted from the greenback to the Yen amid concerns of waning global economic growth and "Brexit". On Tuesday, the Peso fell on 

account of seasonal corporate demand for the US Dollar and risk reduction following the increasing likelihood of the UK leaving the 

European Union. Investors sold down the local equity bourse, sending the Peso lower. Mid-week, the Peso experienced more 

selling on the back of the Brexit issue, causing investors to take profit on the local bourse as they continued to reduce risk ahead of 

referendum day (June 23) in the UK despite the positive OFW remittance print for April (+4.1%, YoY). On Thursday the Peso 

remained unchanged as the effect of dovish Fed commentary post the June FOMC meeting was offset by seasonal corporate 

demand for the greenback and it was the same story Friday with the USD/PHP pair hardly budging despite renewed buying interest 

in local equities given the sustained USD demand by local companies. Week-on-week, the USD/PHP pair traded sideways with a 

slight upward bias, rising 31.5 centavos, or +0.68%, to close the week at the 46.45 level. 

 

 The Philippine government managed to set out a five-year plan in enlarging abaca fiber production to 422,630 metric tons 

in order to take more initiative towards an increase in global demand. According to Clarito M. Barron, OIC Executive 

Director of Philippine Fiber Industry Development Authority (PhilFIDA), he stated that there is a strong need for abaca 

fibers in the global market as the country is returning towards a green economy. In addition, PhilFIDA seeks to increase 

within 2020 new abaca planted areas at 72,122 hectares (ha) while providing more extension to the hectarage of existing 

abaca plantations to 251,978 ha. 

 In the Philippines, its government budget could grow from Php3 trillion to Php5 trillion once Duterte finishes his term as 

President in 2022. According to upcoming Department of Budget and Management Secretary Benjamin Diokno, he stated 

that a Php5 trillion budget may be fair as the people’s demands continue to keep increasing. He also mentioned that there 

would be substantial adjustments towards the masses and structural reforms for the economy. 

 OFW remittances for the month of April increased to 4.1% at $2.2 billion, higher than $2.1 billion in April 2015. In addition, 

Cash remittances for the first four months went up to $8.7 billion compared to $8.4 billion in the previous year The Bangko 

Sentral ng Pilipinas (BSP) said that a stable need for overseas Filipino workers (OFWs) continued to remain as an 

advantage for higher remittance inflows.  

 

 

The week ahead (June 20 – June 25) 

 

Next week, the equities market will likely be driven by developments abroad, particularly the result of the UK referendum. We 

expect the market to trade range-bound between 7,520 and 7,730. Market players on the local fixed income space could see 

cautious trading as the Brexit decision draws closer. For next week, expect the USD/PHP pair to trade sideways with a possible 

upward bias as investors take their cue from the release of a flurry of US economic indicators against a probable no-change 

scenario for BSP interest rates. 

 

  
 


