
 

June 27, 2016     
Global Financial Markets 

Global equities ended the week positive as investors increasingly priced in a “Bremain”, despite caution seen earlier 
during the week. US Treasury prices reversed the gains made last week as the “Remain” camp gained momentum before 
the actual UK referendum on Friday. The US Dollar fell relative to the Euro since last week as markets prematurely 
sounded the "all clear" prior to the UK's "Brexit" referendum. 
  

Global Equities 
 

Global equities ended the week 
positive as investors increasingly priced 
in a “Bremain”, despite caution seen 
earlier during the week.  
 
U.S. equities were mostly lower 
throughout the week as caution 
abounded ahead of the Brexit vote. 
Some market players likewise sought 
direction from Yellen’s speech to 
congress, though, having gathered 
nothing new, went back to polls-
watching. During her semi-annual 
Monetary Policy Report to Congress, 
Federal Reserve Chair Janet Yellen 
stated that "the pace of improvement in 
the labor market appears to have 
slowed more recently, suggesting that 
our cautious approach to adjusting 
monetary policy remains appropriate." 
Moreover, she said that uncertainty still 
beset the country's economic outlook, 
and that the vote towards Brexit could 
have significant economic 
repercussions. These, among others, 
were reasons that the Fed would 
closely continue to closely monitor 
global economic and financial 
developments and their implications for domestic economic activity, labor markets and inflation. At the end of the week, stocks 
jumped as investors became increasingly confident that citizens in the UK would choose to “Bremain”. 
 
Over in Europe, shares initially rallied as investors hoped that Britain would hope to remain in the EU. A number of polls indicating 
that the “Bremain” vote would win out likewise supported the positive sentiment. This was, however, reverse on Wednesday as a 
late Brexit poll indicated that the leave vote held a narrow one-point lead in the shadows of the post. On Monday, investors were 
optimistic on two weekend opinion polls that showed the Remain vote had regained its lead moving towards the referendum on 
Thursday. According to one senior analyst, "Waves from the Brexit vote are buffeting the UK stock market, tossing it up and down 
as the opinion polls shift this way and that,” On Tuesday, ECB President Mario Draghi said to the European Parliament’s committee 
that "uncertainty remains high and downside risks are still significant due to the continued fragile state of the global economy and 
geopolitical developments." He further added that they would "closely monitor the evolution of the outlook for price stability. We 
stand ready to act by using all the instruments available within our mandate, if necessary, to achieve our objective. In part icular, the 
ECB is ready for all contingencies following the UK’s EU referendum." Stock rallied on Thursday as market players believed the 
“Bremain” vote would win out.  
 
Asian shares meanwhile, were mixed amid the Brexit fears, the Japanese Yen appreciation and a smattering of economic data 
releases across the region.  
 
Week-on-week, the MSCI World Index closed at 1,691.76, up by 3.91%. MSCI Europe rallied 7.72%, while MSCI Asia Pacific ex-
Japan rose 3.85%. US equities were mostly flat.  
 
Economic releases were few and far between, with the Brexit decision taking center stage. Investors also largely ignored Fed Chair 
Yellen semi-annual Monetary Policy report to congress.  
  

 US new-home construction was little changed last May, a sign that the residential real-estate industry would add little to 

economic expansion for 2Q16. Housing starts were down 0.3% in May to an annualized rate of 1.16 million, from 1.17 

16-Jun-16 23-Jun-16 % Change

MSCI World 1,628.13 1,691.76 3.91%

MSCI Europe 108.34 116.70 7.72%

MSCI Asia-Pacific ex-Japan 400.74 416.16 3.85%

Dow Jones Industrial Average 17,733.10 17,780.83 0.27%

S&P 500 2,077.99 2,085.45 0.36%

Global Equity Performance
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million in April, according to a report by the Commerce Department. Consensus had expected the figure to be at 1.15 

million. Permits, a proxy for future construction, were likewise little changed from the month prior.  

 Existing home sales in the U.S., rose by 1.8% MoM in May, meeting the market estimate, to a seasonally adjusted annual 

rate of 5.53 million. This was the highest level in nine years, and the strongest pace since February 2007. The national 

median sale price was up 4.7% YoY to US$239,700, the highest figure ever recorded by the National Association of 

Realtors. 

 The International Monetary fund downgraded its outlook for US economic growth in 2016, citing a weak energy sector, 

strong dollar and overseas turmoil. It now looks at the US growing 2.2% from its 2.4% forecast in April. 

 The number of Americans filing for jobless benefits fell to an almost 43-year low last week, with claims dropping by 18,000 

to a seasonally adjusted 259,000, compared to the market estimate of 270,000 for the week ended June 18. The four-

week moving average dipped by 2,250 to a seasonally adjusted 267,000. Continuing claims, meanwhile, slid by 20,000 to 

2,142,000 compared to the market estimate of 2.15 million. 

 Sales of new homes in the US slipped from 8-year highs in May as purchases of new, single-family homes dropped 6% 

MoM (compared to the market estimate of +1.6%) to a seasonally adjusted annual rate of 551,000 (market estimate at 

560,000). This follow a downwardly revised April figure of 586,000, which is still the fastest pace since February 2008. 

Meanwhile, the median price of a new home inched higher by 1% YoY to US$290,400. 

 

Global Bonds 
 

US Treasury prices reversed the gains made last week as the 

“Remain” camp gained momentum before the actual UK referendum 

on Friday. Most the recent polls showed the “Bremain” vote gathered 

solid lead against the “Brexit” vote, especially after the murder of the 

British Labor Party politician, Jo Cox. A day before the actual 

referendum, polls indicated up to a four-point lead for the “Remain” 

camp at 52%. Bookmakers also reported heavy bets in favor of the 

UK staying in the EU. US Treasury yields rose in conjunction with 

other European bonds such as the German, French and UK. During 

the week, Fed Chair Janet Yellen presented a mostly dovish semi-

annual Monetary Policy report to the Congress, which seemed to have been ignored by the market. She said that the pace of labor 

improvement appear to have slowed recently, justifying the current gradual pace of interest rate hikes. 

 

Week-on-week, US Treasury yields rose by an average of 11.70 basis points, led by the 5-year bond which gained by 16.69 basis 

points to 1.258% and the 10-year benchmark yield which added 16.70 basis points to 1.746%.  

 

Currencies  

 
The US Dollar fell relative to the Euro since last week as markets prematurely 

sounded the "all clear" prior to the UK's "Brexit" referendum. The US Dollar 

closed last week on a strong note as investors reduced Brexit-driven risk 

ahead of the weekend. Precautionary DM central bank inaction increased the 

tension, especially as multiple economic indicators were due out of the EU, 

Germany and the US. Over the weekend, the greenback gave up its gains as 

a tragic incident in the UK temporarily reversed Brexit sentiment in favor of 

"remain" rather than "leave". On Tuesday, the greenback strengthened 

slightly on safe-haven appetite just two days ahead of the UK referendum 

and in spite Fed Chief Janet Yellen's testimony to the US congress 

acknowledging yet more uncertainty and less confidence in US employment 

growth. At mid-week, the US Dollar fell slightly upon news that the IMF 

downgraded US economic growth. The Fund cut US GDP from the 2.4% forecast in April down to 2.2%, citing a challenged energy 

sector, an expensive US Dollar and exogenous factors such as overseas volatility stemming from China and, recently, Brexit. 

Towards the weekend, investors felt comfortable enough to brush aside better US labor and industrial production data, sending the 

greenback lower as Brexit voting got underway across the Atlantic on the misguided expectation that the UK would narrowly choose 

to stay in the EU. Week-on-Week the EUR/USD pair traded with a marked upward bias, rising 1.86 US Cents, or +1.66%, to close 

trading at the 1.1398 level. 

 

The week ahead (June 27 – July 1) 

US Treasury Yield Curve

Tenor 16-Jun 23-Jun  +/- bps

3m 0.254 0.284 2.98

6m 0.340 0.427 8.65

2y 0.685 0.779 9.34

5y 1.091 1.258 16.69

10y 1.579 1.746 16.70

30y 2.396 2.555 15.84

Currencies 

16-Jun 23-Jun % Change

USD/PHP 46.430 46.535 0.23%

EUR/USD 1.1212 1.1398 1.66%

GBP/USD 1.4127 1.4893 5.42%

USD/JPY 104.30 105.73 1.37%

AUD/USD 0.7357 0.7580 3.03%

USD/CHF 0.9657 0.9551 -1.10%

EUR/CHF 1.08277 1.08869 0.55%

EUR/JPY 116.94 120.51 3.05%



 

 

For next week, we expect global equities to trade within range, given that most of the “crucial” events (Brexit decision, Yellen 

speech) are over. Expect market players to react based on economic data releases. Meanwhile, bond prices will likely rally anew 

and yields may reach new lows as market players shift to safe haven assets after the unexpected result of the UK referendum. For 

next week, expect the EUR/USD pair to trade sideways with a significant downward bias as investors ascertain how much 

economic damage the Brexit vote actually means for the EU. 



 

Philippine Financial Markets 
 
The local equities market ended flat as gains were wiped out by the winning “Brexit” vote. For the local fixed income 
space, prices of government securites traded a tight range during the week as investors observed caution ahead of the 
Brexit polls, which ended with a “leave” decision on Friday. The Peso traded sideways with a marked downward bias vis-
a-vis the US Dollar this week as investors reduced exposure to risk assets, such as EM currencies, ahead of the UK 
"Brexit" referendum.  

Local Equities  

The local equities market ended flat despite the rally experienced during the 
early part of the week as the UK voted to be out of the European Union.  
 
Ahead of the UK referendum, the “Bremain” vote was gaining momentum, 
which eased the risk-off sentiment that dominated the markets the prior week. 
This led to funds being more aggressive once again and shifting to riskier 
assets such as the Philippine equities. However, this short rally was halted due 
to the news that a known anti-mining advocate, Gina Lopez, accepted the 
incoming government’s offer to be the DENR Secretary. This negatively 
affected the mining and oil sector, which declined by 7.31% in just one session. 
As the day for the referendum approaches, investors opted to take profit and avoid the volatility that could result from the outcome 
of the vote. Come Friday, the not-much-anticipated “Brexit” vote materialized, wiping out the gains earned earlier. 
  
Week-on-week, the PSEi gained 7.65 points, or +0.10%, to close at 7,629.72. For the week, foreigners were net buyers at Php4.31 
billion. Year-to-date, net foreign inflows reached Php25.86 billion or US$557.50 million. 
 

Holding Firms: 

 LT Group, Inc. (PSE Ticker: LTG) is looking towards a positive outlook for this year through its key growth drivers being a 

factor in leading past  the previous year’s Php6.6 billion in net income. LTG President Michael G. Tan indicated that capital 

expenditures may reach Php10 billion for 2016. He also mentioned that the company looks to improve its brands and 

products while establishing new plants and fostering collaborations. 

 SMC Global Power Holdings Corp., a power generation unit of San Miguel Corporation (PSE Ticker: SMC), has secured the 

nod of the Securities and Exchange Commission (SEC) to launch its fixed-rate P15 billion bond issuance. SMC Global 

Power’s bonds, which contain five-year, seven-year and 10-year tenors, are intended primarily for the refinancing of its short-

term borrowing loaned by BDO Unibank, Inc. which provided funds for the redemption of its maturing $300 million corporate 

notes. 

 LT Group, Inc. (PSE Ticker: LTG) increased its capital spending in 2016, with hopes that the administration of upcoming 

President Rodrigo R. Duterte would be able to control illicit trade while developing the business environment. According to LT 

Group President Michael G. Tan, he indicated that the firm looks to invest P10 billion for this year, an 18% rise from Php8.7 

billion in the previous year. As for the capital expenditure budget, around Php7 billion would be used for Eton Properties 

Philippines, Php2 billion for the establishment of Asia Brewery’s soy milk plant in Laguna and Php1 billion for technology 

improvements within Philippine National Bank (PNB). 

Financials: 

 Rizal Commercial Banking Corporation (PSE Ticker: RCB) obtained a loan amounting to Php2 billion from the social security 

system (SSS). Michael O. de Jesus, RCBC Executive President, said that the loan would be used to stimulate the said 

bank’s lending activities to commercial markets, small entrepreneurs and to expand educational, hea lthcare and social 

empowerment amenities. Moreover, De Jesus mentioned that RCBC’s aim is consistent with SSS’s goal of expanding 

Philippine economic growth by means of financial aid which opens more doors for employment. 

 The Metropolitan Bank and Trust Co. (PSE Ticker: MBT) is seeking to accumulate Php20 billion in a new offering of high-

yielding long-term deposits. Joey Mapa, Metrobank’s Head of Investor Relations said that the reason for the long-term 

negotiable certificates  of deposits (LTNCDs) is due to the need in acquiring long-term funding while getting an opportunity in 

not only the liquidity in the system, but also fairly modest interest rates. He also mentioned that it could possibly be provided 

in tranches. 

Services: 

 Bloomberry Resorts Corporation (PSE Ticker: BLOOM) reached a deal in the sale of Jeju Sun Hotel & Casino at an amount 

of Php4.75 billion.The firm has stated that the contract is dependent upon the conditions such as that Iao Kun would be able 

to handle the shares to be sold, G&L, its assets and business. The firm also seeks to invest $1 billion in relation to its Jeju 

Island venture. 

17-Jun 24-Jun % Change

PSEi 7,622.07 7,629.72 0.10%

Philippine  Stock Exchange  Index



 

 Globe Telecom, Inc. (PSE Ticker: GLO) indicated that they have managed to initiate 10 additional  cell sites coming from the 

700-megahertz (MHz) spectrum, which is anticipated to provide better mobile Internet service in Quezon City. Globe Senior 

Vice-President for Program Governance, Network Technical Group Joel Agustin said that 700-MHz layer represents 20% of 

total LTE users while 15% comes from within total traffic volume. He also mentioned that the customers should use the LTE 

700 MHz capable smartphone devices in order for them to get better digital customer experience.  

 Philippine Long Distance Telephone Co. (PSE Ticker: PLDT) has indicated that its core income estimate for 2016 currently 

sits at Php30 billion from Php28 billion beforehand. The firm also said that the forecasts may be revised based from the post-

closing due diligence regarding the San Miguel acquisition of the telco businesses. PLDT aims to give an update to its core 

income guidance from the day when they release its 2nd quarter financial results for the month of August. 

 In yesterday’s annual stockholders meeting, Melco Crown (Philippines) Resorts Corporation (PSE Ticker: MCP), operator of 

City of Dreams, announced that the firm is seeking to relieve the visa process for the Chinese tourists. Geoffry P. Andres, 

Property President of City of Dreams stated that penetrating in the Chinese market would not only improve the firm’s financia l 

performance but also strengthen the country’s tourism and gaming industries. The Philippine gaming industry aims to tap the 

Chinese market as the ongoing Chinese corruption crackdown brings fear to Chinese gamblers to visit Macau, world’s 

largest gambling hub. 

 Philippine Long Distance Telephone Co. (PSE Ticker: TEL) and Globe Telecom (PSE Ticker: GLO) were in discussions with 

the Philippine Competition Commission (PCC) to resolve any problems regarding the telcos’ $1.5 billion or Php69.1 billion 

buyout of San Miguel Corp.’s telecommunication assets. For both companies, their joint letter has stated that they are ready 

to work with the Honorable Commission to deal with this transaction. Both parties are now in a situation on whether the deal 

would be able to fulfill the competition law’s notice requirements. 

Property: 

 Megaworld (PSE Ticker: MEG) looks to increase its retail and office footprint by at least 1 million square meters (sqm) in 

2016. Megaworld Executive Director Kingson U. Sian stated on its annual stockholders meeting that for this year, they are 

looking to reach past 1 million in terms of a mixture of office and retail spaces. He also mentioned that 851,000 sqm would be 

devoted towards offices while 341,000 sqm would be used for retail businesses.  

 SM Prime Holdings, Inc. (PSE Ticker: SMPH) seeks to establish its plans on investing Php40 billion in order to change the 

SM Harrison Plaza Complex as a partner for the city government of Manila. SM Prime Chief Finance Officer Jeffrey Lim 

stated that discussions are ongoing with the city government to turn the complex into a mixed-use development. He also said 

that the shopping center will be provided with BPO (business process outsourcing) offices since more can be provided to the 

area. 

 Avida Land Corp., a subsidiary of Ayala Land, Inc. (PSE Ticker: ALI) looks to reach further within the provinces, as majority 

of the residential projects are organized for both Visayas and Mindanao. Avida Head of the Project and Strategic 

Management Group Pol B. Tanco said that both regions have good prospects for growth with regards to their projects. The 

Ayala Land Unit has planned to introduce its developments for both Davao and Cebu among others.  

 SM Prime Holdings, Inc. (PSE Ticker: SMPH)  is expected to construct 600 hectares within the Manila Bay once the 

company has gotten President-elect Rodrigo R. Duterte’s approval with regards to the project for 2016. SM Prime President 

Hans T. Sy indicated that he is hopeful that they would be able to get the approval needed as they have already acquired the 

needed permits, not counting from the NEDA board. He also indicated that the proposal will be fully realized soon for its 

development.   

 

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 traded a tight 
range during the week as investors observed caution ahead of the Brexit polls, 
which ended Thursday. Fed Chair Yellen’s speech, which once again sounded 
mostly dovish, failed to rally market sentiment. However, at the end of the 
week, the final decision towards “Brexit” caused investors’ risk appetite to 
decrease significantly, causing yields to rise.  
 
On the local front, monetary policy makers decided, as expected, to keep rates 
steady. It was also mentioned that inflation would likely remain at the lower-
bound of the 2-4% target until 2017 and 2018, whereupon it would rise to the 
mid-point.  
 
Yields rose by an average of 9.2 basis points, led by the belly and short-end of 
the curve which increased by 10.63 and 3.89 basis points, respectively. The 
long-end of the curve, meanwhile, fell by 6.71 basis points.  
 
 
Philippine Peso  
 
The Peso traded sideways with a marked downward bias vis-a-vis the US Dollar this week as investors reduced exposure to risk 

assets, such as EM currencies, ahead of the UK "Brexit" referendum. Foreign buying picked up at the start of the week as the 

"remain" vote reclaimed the lead from the "leave" camp following the tragic incident involving a British pro-EU lawmaker. The relief 

rally was extremely short-lived with the Peso giving up its gains on brexit-related risk into mid-week despite global equities and 

commodities continuing to run up. On Thursday (Manila time), the eve of the UK referendum, the Peso tracked overnight strength of 

the Euro as investors felt confident enough to leave the safety of the greenback on a widely expected, albeit narrow, "remain" 

victory. The opposite of that happened, Friday, with the "leave" camp eventually prevailing with 52% of the vote to Bremainers' 

48%. Week-on-week, the USD/PHP pair traded sideways with a marked upward bias, rising 50.5 Centavos, or +1.09%, to close the 

week at the 46.95 level. 

 

 President-elect Rodrigo Duterte’s economic team sees conservative Philippine economic growth at 6.5% this year. Ernesto 

M. Pernia, incoming Socioeconomic Planning Secretary said that GDP growth outlook, ranging between 6.8% and 7.8%, 

as “not impossible.” He also stated that Duterte camp must be conservative due to adjustment pains brought by the 

change in administration. 

 S&P Global Ratings said in a report that Philippine economy could enlarge within a range of 6% to 6.5% for this year and 

6.3% next year despite a shift in the administration by the end of June 2016. S&P stated that external risks, such as Brexit 

referendum, China’s economic slowdown and US Fed’s interest rate decisions, will carry heavier weights than local factors 

on economic growth. 

 As anticipated, the Bangko Sentral ng Pilipinas chose to keep monetary policy rates unchanged. However, it was 

mentioned that domestic inflation is expected to be near the bottom of its 2-4% range, and rise to the mid-point by 2017 

and 2018.  

 

 

The week ahead (June 27 – July 1) 

 

Next week, the equities market will still likely to be driven by developments in international markets as they digest the effect of the 

“Brexit” vote. We expect the PSEi to trade between 7,450 and 7,650. Market players on the local fixed income space would take 

cues from global markets, especially given the lack of local developments. For next week, expect the USD/PHP pair to trade 

sideways with a probable upward bias as investors take no chances, opting for the greenback's safety while the details (and 

implications) of Britain's departure from the EU takes shape. 

 

  
 

T enor 17-Jun 24-Jun  Change

1m 1.64 1.64 0

3m 1.73 1.84 12

6m 1.69 1.82 13

1y 1.88 1.78 -9

2y 2.44 3.16 72

3y 3.29 3.31 2

4y 3.43 3.70 27

5y 3.19 2.95 -23

7y 3.15 3.51 37

10y 4.43 4.44 1

20y 4.41 4.19 -22

25y 5.25 5.25 0

Average 9.2

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


