
 

July 4, 2016     
Global Financial Markets 

Global equities ended the week positive amid a post-“Brexit” recovery rally. US Treasury prices rallied as risk-off 
sentiment dominated the global markets following the UK unexpectedly voted to leave the EU. The US Dollar gained 
sharply vis-a-vis the Euro over the week as markets adjusted for the unexpected "leave" victory in the recent "Brexit" 
referendum in the UK. 
  

Global Equities 
 

Global equities ended the week 
positive amid a post-“Brexit” 
recovery rally. Share prices 
initially saw huge declines on 
Friday last week and Monday 
this week following the “Brexit” 
decision, which took most 
investors by surprise. The EU 
Leadership Summit, as well as 
the ECB forum on Central 
Banking, both of which 
discussed the aftermath, mostly 
failed to comfort market players. 
However, sentiment ultimately 
recovered as bargain-hunting 
ensued following the huge 
drops.  
 
U.S. equities saw substantial 
losses following the “Brexit” 
vote, with the Dow Jones 
Industrial Average Index falling 
over 3% in one day. However, 
bargain-hunting ensued almost 
immediately thereafter on the 
back of more attractive 
valuations, as well as recovery 
in oil prices. At the end of the 
week, a “post-Brexit” rally” was 
quite evident among investors. 
Economic data releases were few and far between, with investors looking more towards further developments from the EU. 
 
Over in Europe, stocks plunged as well on the Brexit vote, though losses were somewhat mitigated by speculations of further 
easing by major central banks. Some attention focused on both the ECB’s forum on Central Banking as well as the Leadership 
Summit held earlier during the week, but given the lack of new developments, the attention turned once more to the “Brexit” vote 
and potential easing thereafter. Share prices recovered somewhat as investors surmised that the Brexit would have not significant 
lasting effects.  
 
Asian shares mirrored US and European stocks, free-falling as investors adopted a risk-off sentiment, which ultimately drove them 
away from EM equities. Towards the end of the week, stocks mirrored gains in US and Europe on bargain-hunting and rising oil 
prices.  
 
Week-on-week, the MSCI World Index closed at 1,653.23, up by 2.68%. MSCI Europe rallied 2.68%, while MSCI Asia Pacific ex-
Japan rose 3.04%. US equities were flat week-on-week.  
 
Economic releases were once again mixed, though market players focused more on developments regarding the Brexit vote. 
  

 Consumer confidence in the U.S. decline last June, with the University of Michigan's index of consumer sentiment falling to 

93.5, compared to the market estimate of 94.1, from May's 11-month high of 94.3. The survey's chief economist stated that 

though no recession was anticipated, consumers increasingly expected a slower pace of economic growth in the year 

ahead.  

 Durable goods orders in the US fell at a faster-than-anticipated rate in May. New orders for Durable goods slipped by a 

seasonally adjusted 2.2% MoM, compared to the market estimate of -0.5%. This drop was led a 34.1% plunge in military-

aircraft orders. Orders were down almost every category.  

23-Jun-16 30-Jun-16 % Change

MSCI World 1,608.79 1,653.23 2.76%

MSCI Europe 108.71 111.62 2.68%

MSCI Asia-Pacific ex-Japan 402.12 414.33 3.04%

Dow Jones Industrial Average 17,400.75 17,694.68 1.69%

S&P 500 2,037.41 2,070.77 1.64%
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 For the month of June, the Conference Board’s consumer confidence index came in at 98.0, the highest since October, 

from 92.4 last May. The director at the board noted that going forward, it depends how heavy the impact is on financial 

markets.  

 US housing prices were up 1.1% in April, according to the S&P/Case-Shiller Home Price Index out Tuesday. Market 

players barely reacted to the report.  

 US pending home sales dropped by 3.7% MoM in May, worse than market expectations, for a 0.2% YoY decline and the 

first annual drop in two years.  

 Consumer spending rose 0.4% for the month of May, as purchases moderated following the biggest advance since August 

2009. American households realigned outlays with the slower income growth.  

 

Global Bonds 
 

US Treasury prices rallied as risk-off sentiment dominated the global 

markets following the UK unexpectedly voted to leave the EU. Before 

the actual referendum, the “Bremain” camp had been gaining 

momentum, and leading the polls with up to 3 percentage point lead. 

However, on Friday, which was the actual day of voting, the 

unanticipated decision of the majority to exit the union led investors 

to flock to safe-haven assets. The uncertainty brought by the “Brexit” 

also steered market players to speculate of a mcuh slower 

normalization of rates in the US while there had also been a growing 

percentage of investors expecting a rate cut. According to Bloomberg, there is now a 9.2% probability of a rate hike, down from the 

50.1% a week ago. Meanwhile, the probability of a rate cut has now grown to 7.2%, almost as high as the expectation of a hike.  

 

Week-on-week, US Treasury yields fell by an average of 18.38 basis points, led by the 10-year bond which lost by 27.61 basis 

points to 1.746% and the 30-year benchmark yield which declined by 27.00 basis points to 2.555%. The 10-year US Treasury yields 

even fell to a four-year low of 1.438%. 

 

Currencies  

 
The US Dollar gained sharply vis-a-vis the Euro over the week as markets 

adjusted for the unexpected "leave" victory in the recent "Brexit" referendum 

in the UK. As last week closed, the greenback rose dramatically as investors 

frantically re-adjusted positions, en masse, to align with risk-off after 

misjudging the likelihood of the UK voting to leave the EU during the 

referendum last week. Buying interest in the greenback was very robust 

despite slipping US consumer sentiment for June and durable goods orders 

for May. The Dollar rally wasn't over, past the weekend, as the greenback 

continued to rallly at the start of the first week of the post-Brexit era. 

Economic data from the US was poor with the trade deficit worsening and 

June Flash Markit Services PMI flat at 51.3 from May. Still, this was ignored 

as investors sought the greenback's safety as they waited for developments 

concerning Britain's exit plan. After two days strength, the US Dollar gave back some gains as dramatic financial market reactions 

to the surprise Brexit victory began to wane. Over-sold risk assets began a recovery rally on the back of bargain-hunting, causing 

the greenback to fall slightly despite good US consumer confidence and housing prices data for June and April, respectively. Mid-

week, the greenback slipped further relative to the Euro as investors came to terms with Brexit and its attendant uncertainty, 

choosing to move on and shift focus back to global economic developments. Poor US housing purchases data for May, tempering 

consumer spending for the same period and flat inflation growth, coupled with deteriorating US labor growth and Brexit-induced 

uncertainty, caused some observers to price in no Fed rate hike at all in 2016 and even possibly a cut. Towards the weekend, the 

US Dollar continued to slide as investors waited for key central bank meetings at the ECB and BoE, with the expectation of greater 

liquidity to result to calm recently volatile financial markets. Week-on-Week, the EUR/USD pair traded markedly downward, rising 

2.53 US Cents, or -2.22%, to close trading at the 1.1145 level. 

 

 

 

 

US Treasury Yield Curve

Tenor 23-Jun 30-Jun  +/- bps

3m 0.284 0.259 -2.54

6m 0.427 0.350 -7.63

2y 0.779 0.582 -19.71

5y 1.258 1.000 -25.79

10y 1.746 1.470 -27.61

30y 2.555 2.285 -27.00



 

The week ahead (July 4 – July 8) 

 

For next week, we expect investors to once again be on the lookout for fresh leads globally. Global equities and treasury prices are 

likely to take cue from significant economic data releases including ISM manufacturing, durable goods orders and the widely-

watched non-farm payrolls data. For next week, expect the EUR/USD pair to trade sideways with slight upward bias as investors 

continue to watch central bank action in Europe and UK. 



 

Philippine Financial Markets 
 
The local equities market rallied as the country’s strong fundamentals prevailed over the global risk-off sentiment. For the 
local fixed income space, yields fell slightly amid a strong FXTN auction followed by a general lack of fresh market leads 
following the unexpected “Brexit” vote. The Peso traded sideways with a slight upward bias vis-a-vis the US Dollar this 
week on general risk-off sentiment affecting EM, but the effect was muted by the fact our markets have little exposure to 
the UK.  

Local Equities  

The local equities market rallied, shrugging off the global uncertainty brought 
by the recent UK referendum, as investors focused on the Philippines’ strong 
fundamentals. The PSEi started the week strongly, with investors hunted for 
bargains after the immediate sell reaction on the UK’s decision to leave the 
EU. In contrast to other Asian markets, the PSEi attracted foreign funds due to 
the country’s small exposure to both the UK and the EU. As a percentage of 
total exports, those going to the UK represent only 0.9% and 2.4% to the EU. 
Meanwhile, the OFW remittances coming from the UK is only 6.0% of the total. 
The threat to several economies due to the Brexit also led to speculations of 
more easing and delayed normalization of interest rates in the US, which would 
increase the liquidity that could go to the stock market. This further supported the PSEi as investors believe that the Philippines is 
one of the few bright spots in the world. 
  
Week-on-week, the PSEi gained 166.53 points, or +2.18%, to close at 7,796.25. For the week, foreigners were net buyers at 
Php5.9 billion. Year-to-date, net foreign inflows reached Php31.76 billion or US$682.77 million. 
 

Holding Firms: 

 Ayala Corporation (PSE Ticker: AC) and San Miguel Corporation (PSE Ticker: SMC) will commence their offers of respective 

fixed-rate bonds to the public today. The said bonds are expected to be issued in early July. TG Limcaoco, Ayala 

Corporation’s Chief Finance Officer, said that the issuance of its seven-year 10 billion bonds - with a price of 3.92% - is 

targeted to be issued on July 7. On the other hand, SMC Global Power Holdings Corporation’s officials said that the firm 

plans to issue its five-year, seven-year and 10-year bonds for a total of 15 billion on July 11. 

Services: 

 The Court of Tax Appeals (CTA) declined its petition from Philippine Long Distance Telephone Company (PSE Ticker: TEL) 

on its disagreement with Tuguegarao City in relation to the Php2.455 million in unpaid franchise taxes. They indicated that 

despite the fact that PLDT’s main office is currently located within Makati, the Makati Regional Trial Court (RTC) could not 

interfere with its business tax disputes aside from the franchise tax. In addition, the Section 21 of Batasang Pambansa (BP) 

129 provides an understanding that this case should be handled by the RTC of Tuguegarao. 

 Smart Communications, Inc., PLDT’s wireless subsidiary (PSE Ticker: PLDT), activated four more Long-Term Evolution 

(LTE) cell sites in Davao using the 700-megahertz (MHz) frequency as part of its LTE service expansion. With the additional 

Davao cell sites, Smart now holds a total of eight 700 MHz-powered sites which are located in Tanay, Rizal; Matina, Davao 

City; Bacoor Cavite; and Manggahan area in Pasig City. As part of its plan of opening 360 cell sites with 700-MHz spectrum 

this year, Smart also intends to activate the other cell sites in Metro Manila, Metro Cebu and Metro Davao.  

 Villar’s memorial park business, Golden Haven Memorial Park, Inc. (PSE: HVN), has marked its public listing debut in the 

local bourse today – becoming the first firm to have an initial public offering (IPO) debut this year. Analysts expect that 

investors would view the stock market debut of Villar’s death care business positively due to the market’s strong appetite for 

an IPO. Golden Haven is offering 74.12 million primary common shares for PHP 10.50 each, raising up to Php 778.26 

million. The said IPO proceeds would be used to fund its expansion, development and acquisition strategies. 

 Globe Telecom, Inc. (PSE Ticker: GLO) said that they were able to run cell sites in Davao City with the use of the 700-

megahertz (MHz) spectrum, aiming towards their goal in having better mobile Internet speeds all over the Philippines. Globe 

Senior Vice-President for Program Governance, Network Technical Group Joel Agustin is persuading subscribers to make 

use of the Long-Term Evolution (LTE)-capable smartphones and devices in order to see the changes from the mobile 

Internet speeds. Through the application of the 700-MHz band, it is made to provide improvements in  signal penetration and 

indoor coverage.    

Property: 

 An executive from SM Prime Holdings, Inc. (PSE Ticker: SMPH) stated that in terms of their expansion plans, they are still 

moving forward as well as their goal to increase twice its earnings by 2018. According to SMPH President Hans T. Sy, he 

24-Jun 1-Jul % Change

PSEi 7,629.72 7,796.25 2.18%

Philippine  Stock Exchange  Index



 

stated that the firm is keen on aiming towards a net profit target of Php32 billion within the next three years.  He also 

mentioned that for 2018, they expect to have around 75 malls by that time.   

 

Mining and Oil: 

 Philex Mining Corporation (PSE Ticker: PX) is taking notice of the call made by the Duterte government to guide themselves 

towards international standards. Chairman Manuel Pangilinan stated that part of their operations involve meeting Canadian 

and Australian standards. He also provided that for 2016, the firm’s core income would move further than what it was in 2015 

based from the grade of the ore, operating expenses, price of gold & copper including the exchange rate. 

Industrial: 

 Energy Development Corporation (PSE Ticker: EDC) was able to secure a Php5 billion loan from Union Bank, although it did 

not indicated on how the funds will be used. Nestor H. Vasay, the EDC Senior Vice- President and Chief Finance Officer said 

that the loan would be directed towards not only the firm’s capital expenditures, but also on the refinancing of a maturing 

loan. EDC President Richard B. Tantoco on the other hand, anticipates that their net income within 2016 would be “flattish”.   

 Energy Development Corporation (PSE ticker: EDC) indicated that its subsidiary managed to secure a deal with contractor 

Weir Engineering Sevices, Ltd. in finishing the arbitration proceedings in relation to the Bacon-Manito (BacMan) geothermal 

power plant in the Bicol Region. The firm also provided that Bac-Man Geothermal, Inc. (BGI) informed them that claims with 

Weir were already resolved.  As also indicated in the deal, BGI is committed to give back $1.89 million to Weir.  

 The Energy Regulatory Commission (ERC) stated that it is confident that the Manila Electric Company (PSE Ticker: MER) 

will would be given a permit to run as a retail electric supplier (RES) upon its role being handled by an affiliate company. 

ERC Chairman Jose Vicente B. Salazar provided that if they are able to become an affiliate, then the license will certainly be 

given to them. He also added that as the temporary restraining order (TRO) being given by the Pasig City Regional Trial 

Court to Meralco lapses by the end of the month, an injunction may happen. If the injunction does not occur, then they will be 

able to proceed with the rules given by the retail competition and open access (RCOA). 

 Power giant Manila Electric Company (PSE Ticker: MER) said that the firm expects energy sales growth to be the same as 

last year’s trend, reaching between 6% and 7%. Manuel V. Pangilinan, Meralco Chairman, said that energy sales is projected 

to be likely similar to last year’s “high single digit” growth. Moreover, he stated that Meralco does not anticipate a two-digit 

growth in energy sales at the beginning of wet season. Panglinan also said that electricity demand has declined slightly 

within 8% and 9% for the month of June due to cooler temperatures. 

 

 

 

Philippine Bond Market  
 
For the local fixed income space, yields fell slightly amid a strong FXTN 
auction followed by a general lack of fresh market leads following the 
unexpected “Brexit” vote. Prices of government securites began the week on a 
strong note as the Bureau of the Treasury’s re-issuance of 4-year FXTNs saw 
strong demand, reciving subscriptions of more than three times the offered 
amount. Market players were little moved by the surprising Brexit vote.  
 
On Tuesday, the Bureau of the Treasury sold Php25 billion worth of re-issued 
4-year FXTNs. The auction was well-received, with total bids amounting to 
Php84.09 billion, more than three times the offer size. Average yield was at 
2.698%, with a coupon of 3.375%.  
 
Yields declined by an average of 4.1 basis points, led by the belly of the curve 
which fell by 33.25 basis points. The short- and long-ends of the curve, 
meanwhile, rose by 24.68 and 5.96 basis points, respectively.  
 
 
Philippine Peso  
 
The Peso traded sideways with a slight upward bias vis-a-vis the US Dollar this week on general risk-off sentiment affecting EM, but 

the effect was muted by the fact our markets have little exposure to the UK. Trading for the Peso was choppy this week with the 

Peso falling at the start of the week on risk aversion and Brexit-induced volatility in global financial markets. On Tuesday, the Peso 

traded sideways with a slight upward bias against the greenback as it tracked regional currency strength despite Brexit-induced 

tension and as exporters took profit on the Dollar's recent run up. Mid-week, the Peso weakened slightly relative to the US Dollar, 

despite robust foreign buying interest in local equity markets as month-end corporate demand for the greenback ultimately 

T enor 24-Jun 1-Jul  Change

1m 1.64 1.64 0

3m 1.84 1.75 -9

6m 1.82 1.91 9

1y 1.78 2.78 100

2y 3.16 2.36 -80

3y 3.31 3.29 -2

4y 3.70 3.66 -4

5y 2.95 2.83 -13

7y 3.51 2.84 -67

10y 4.44 4.41 -3

20y 4.19 4.40 21

25y 5.25 5.25 0

Average -4.1

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

prevailed. On Thursday, the Peso traded flat as robust foreign buying interest in local equity markets almost caused an intra-day 

breach of the 8,000 PCOMP level before eventually closing slightly lower as Brexit-related concerns continued to wane. Towards 

the end of the trading day, however, investors dialed back risk-on sentiment as the PBOC signaled its willingness to tolerate a 

weaker CNY. The Peso continued to trade sideways by the weekend on the lack of market moving developments even as foreign 

investors returning to the local equity market and pledges from central bankers to help provide stimulus lent some support.  Week-

on-week, the USD/PHP pair traded sideways with a slight downward bias, falling 3.5 Centavos, or -0.07%, to close the week at the 

46.92 level. 

 

 Abaca fiber exports increased by 33.2% for the month of January as stated by the Philippine Fiber Industry Development 

Authority (PhilFIDA). According to the data shown, fiber exports in the first month of 2016 was at 8,378 bales compared to 

6,288 bales within the same period in 2015. PhilFIDA OIC Executive Director Clarito M. Barron indicated that the rise was 

due to a strong demand within the international market.  

 The Bangko Sentral ng Pilipinas (BSP) has stated that Philippine inflation may increase at around 2% this June given the 

increase of used goods with the addition of higher school fees and rice & vegetable prices. BSP Governor Amando M. 

Tetangco, Jr. indicated that the inflation range may be from 1.5% to 2.4%. Undersecretary Gil S. Beltran, the Finance 

Department’s Chief Economist also provided that it may increase to 1.8% for similar reasons as well.   

 According to local business groups, they are positive that the Philippines will reach 8% in GDP growth through the 

governance of President-elect Rodrigo R. Duterte. Philippine Chamber of Commerce and Industry (PCCI) President 

George Barcelon indicated that there is likelihood for an increase given what the administration intends to do for the 

agribusiness. Management Association of the Philippines (MAP) President Perry said from a different interview that a 6% 

increase in GDP could also happen and may reach 8% under President Duterte’s term.   

 Emmanuel Esguerra, NEDA Director-General and Socioeconomic Planning Secretary, said that strong economic growth is 

likely to be sustained in the second quarter on the back of consumer and infrastructure spending. He also added that the 

second quarter growth may reflect first quarter’s result at the very least. Moreover, the NEDA chief stated that the incoming 

economic team may revise this year’s annual economic growth target of 6.8% to 7.8%. 

 

 

The week ahead (July 4 – July 8) 

 

Next week, the equities market will still likely take cue from relevant economic data releases including the inflation figure for the 

Philippines and the much-awaited nonfarm payrolls data in the US. The PSEi is expected to trade within 7,650-7,950 range. Market 

players on the local fixed income space would take cues from global markets, as well as the local inflation figure slated for release. 

For next week, expect the USD/PHP pair to trade sideways with a slight upward bias on possible risk-reduction ahead of key central 

bank meetings in Europe and UK. 

 

  
 


