
 

July 11, 2016     
Global Financial Markets 

Global equities ended the week lower, dragged by European stocks given the resurfacing of concerns over negative 
impact of Brexit on the EU and global economy. US Treasury prices continued to rally as risk-off sentiment dominated the 
global markets post Brexit. Safe-haven currencies particularly the USD and the JPY strengthened during the week as 
uncertainties abound. 
  

Global Equities 
 

Global equities ended the week on 
the negative as concerns on the 
potential harm the Brexit will bring 
to European and global 
economies persisted. Share prices 
initially saw continuation of the 
post-Brexit rally on Friday last 
week and Monday this week as 
the initial concerns were 
subsequently deemed overblown. 
This recovery in sentiment was 
also driven by bargain-hunting 
following the huge drops.  
 
U.S. equities had the best four-
day rally since February post-
Brexit, which lost a bit of steam 
given the US Independence day 
holiday. Actions for the last two 
trading days were mainly driven 
by oil price action. In addition, 
while the ADP employment 
numbers came in above 
expectations at 172k, markets 
were still defensive ahead of the 
release of June US non-farm 
payrolls (mkt est: 180k) this 
weekend. Other economic 
releases include PMI numbers 
which mostly strengthened. 
 
Over in Europe, stocks initially started strong despite S&P’s downgrade, given dovish commentary from the Bank of England. 
Similar to the US, the rally continued until concerns on the negative impact of Brexit pulled the market downwards again. Towards 
the end of the week, the market had a correction as investors put more weight on good US data over the dip in oil prices. Similarly, 
Asian shares ex-Japan mirrored US and European stocks, initially rallying. Similar to their Western counterparts, stocks saw gains 
wiped out during the end of the week as negative sentiment on Brexit was compounded by the decline in oil prices.  
 
Week-on-week, the MSCI World Index closed at 1,643.93, down by 0.56%. MSCI Europe slipped 2.23%. which almost offset the 
2.68% gain last week. MSCI Asia Pacific ex-Japan, Dow Jones and S&P 500 were flat week-on-week, with the first two dropping 
0.05% and 0.06% while S&P 500 inched up by 0.04%.  
 
Economic releases were leaning towards positive, though market players stayed defensive ahead of the crucial June non-farm 
payroll number to be released this weekend. 
  

 Initial jobless claims in the US for the week ended July 2 came in at 254,000, down 16,000. This level is a three-month low 

and close to the 43-year low of mid-April's 248,000. As a result, the four-week average fell to 264,750, down 2,500. The 

June ADP numbers also came out better than expected. ADP employment rose by 172K, above market consensus.   

 Oil prices fell close to 5% as inventory declined less than market expectations--arresting the 70% rally in oil prices from 

historic lows in February. The Energy Information Administration said that inventories fell to 524.4 million barrels last week, 

down 2.2 million barrels, versus estimates of 2.6 million to 6.7 million decline. 

 ISM non-manufacturing PMI strengthen to 56.5 in June, from 52.9 in May. All components registered significant 

improvement except backlogs. Strongest improvement was posted by the New Orders Index (+5.7 points, 59.9). 

Employment increased to 52.7% (up by 3.0 points).  

30-Jun-16 07-Jul-16 % Change

MSCI World 1,653.23 1,643.93 -0.56%

MSCI Europe 111.62 109.13 -2.23%

MSCI Asia-Pacific ex-Japan 414.33 414.14 -0.05%

Dow Jones Industrial Average 17,929.99 17,918.62 -0.06%

S&P 500 2,098.86 2,099.73 0.04%
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 The U.S. trade deficit in May widened to a three-month high of $41.1 billion (+10%). The surge in consumer imports and 

increase in oil prices led to 1.6% increase in U.S. imports in May to a seasonally adjusted $223.5 billion. U.S. exports, 

meanwhile, fell 0.2% to $182.4 billion given fewer exports of autos, airplanes and computer accessories in May. 

 Chancellor of the Exchequer George Osborne announced his plan to cut corporation tax to below 15%. This is to be done 

to offset the negative shock to investors from the Brexit vote.  

 Final June Markit Manufacturing Purchasing Manufacturing Index (PMI) read 51.3, the highest since March. Revised 

downward from the initial report of 51.4, the final manufacturing PMI compares to May's 50.7—the weakest since the last 

quarter of 2009. This improvement in activity, however, came with a continued subdued growth that contributed to cautious 

hiring and efforts to reduce inventories in June, said Markit. 

 Federal Reserve Vice Chairman Stanley Fischer maintained that the Fed had no plans to try negative interest rates and 

that it was too soon to tell whether Britain's vote to leave the European Union will impact the U.S. economic outlook. 

Meanwhile, although Cleveland Fed President Loretta Mester thought that the central bank risks destabilizing markets by 

waiting too long to hike rates, she said that she didn’t vote for a rate increase at the Fed’s most recent meeting because of 

Brexit worries.   

 

Global Bonds 
 

US Treasury prices continued to rally as risk-off sentiment dominated 

the global markets post Brexit. The increasing uncertainty in the 

Eurozone along with global growth concerns and the uncertainty 

implied from the June FOMC minutes drove up demand for safe-haven 

assets like the US Treasuries. However, US economic releases during 

the week, especially the private payrolls or ADP numbers for June 

(+172k, beating consensus) and PMI numbers, were mostly positive, 

which signifies that the US economy does not seem to be falling into a 

recession, and eased expectations of a rate cut, as reflected in the 

slight uptick in short-term rates. According to Bloomberg, the probability of a rate cut dropped to zero from 7.2% last week, while 

there is now an 11.8% (vs. 9.2% last week) probability of a rate hike.  

 

Week-on-week, US Treasury yields fell by an average of 3.91 basis points, led by the 30-year bond which lost 14.99 basis points to 

2.135%% and the 10-year benchmark yield which declined by 8.47 basis points to 1.385%. The short-end slightly bucked the trend 

with three-month rates rising by 2.54 basis points to 0.284%. 

 

Currencies  

 
Safe-haven currencies particularly the USD and the JPY strengthened 

during the week as uncertainties abound post Brexit. The pound 

continued its downtrend, with the GBP/USD pair declining by 3.37%, 

especially following signals of monetary easing from the Bank of 

England. The EUR/USD traded range during the week with a 

downward bias as the euro continued to be sold down the week 

following the UK referendum and good jobs data from the US. Week-

on-Week, the EUR/USD was down 0.56% to 1.1083. Still in line with 

flight to safety as jitters over European growth spread, investors 

flocked to the JPY; as a result, the yen gained against both the dollar 

and the euro.  

 

The week ahead (July 11 – July 15) 

 

For next week, we expect investors to once again rely on economic data releases, monetary policy cues and politics globally. Main 

data point which will drive market prices is the US non-farm payroll for June which will be released this weekend. Another 

disappointing non-farm payrolls figure will put a dent on the chances of a Fed rate hike occurring during the year. June inflation 

numbers from the US, China, and certain parts of the Eurozone will also be critical. Global equities will still trade the range 

depending on economic releases such as the US non-farm payroll. Treasury prices are likely to take cue from significant economic 

data releases including US June inflation and the widely-watched non-farm payrolls data. For next week, expect the EUR/USD pair 

to trade sideways with a bias for a strengthening dollar especially if there is a positive surprise from the non-farm payrolls. 

US Treasury Yield Curve

Tenor 30-Jun 7-Jul  +/- bps

3m 0.259 0.284 2.54

6m 0.350 0.357 0.61

2y 0.582 0.589 0.75

5y 1.000 0.961 -3.90

10y 1.470 1.385 -8.47

30y 2.285 2.135 -14.99

Currencies 

30-Jun 7-Jul % Change

USD/PHP 47.060 47.000 -0.13%

EUR/USD 1.1145 1.1083 -0.56%

GBP/USD 1.3486 1.3031 -3.37%

USD/JPY 102.81 101.07 -1.69%

AUD/USD 0.7457 0.7517 0.80%

USD/CHF 0.9757 0.9768 0.11%

EUR/CHF 1.08745 1.08255 -0.45%

EUR/JPY 114.59 112.02 -2.24%



 

Philippine Financial Markets 
 
The local equities market marginally fell on the back of slight profit-taking from local investors. The market, in general, 
was in a wait and see mode as it waits for the Non-Farm Payroll numbers from the United States. For the local fixed 
income space, yields fell as investors looked to monetary policy easing signals abroad. The USD/PHP pair traded 
sideways with a slight downward bias vis-a-vis as the local currency benefitted from the inflows in the equities market.  

Local Equities  

The local equities market traded sideways as investors wait for the result of 
June non-farm payrolls from the United States. There were also pockets of 
profit-taking after some index members reached historical high. Volatilities 
across Asian markets were observed on the back of strong US dollar and 
disappointing inventory drawdown of crude in the United States. Concerns on 
the impact of the dollar appreciation due to risk aversion in the past two weeks 
to the United States emerged. The market is expecting NFP numbers to be 
around 175 – 180 K, coming from the disappointing 38 K figure in May. The 
Philippines remained attractive to foreign investors on the back of strong 
fundamentals. 
  
Week-on-week, the PSEi shed 58.8 points, or -0.75%, to close at 7,771.52. For the week, foreigners were net buyers at Php2.9 
billion. Year-to-date, net foreign inflows reached Php35.12 billion or US$744.49 million. 
 

Holding Firms: 

 AC Energy Holdings Inc., Ayala Corporation’s power generating unit (PSE Ticker: AC), and its partners have reached 

financial close for its additional funding, amounting to $200 million. The said secured funding would be used to construct the 

fourth unit of GNPower Kauswagan Ltd. Co. (GNPK), a 540-megawatt coal-fired power plant in Kauswagan, Lanao del Norte. 

John Eric Francia, AC Energy president and Chief Executive Officer, stated that the project’s cost would be worth about $1 

billion and financed through debt (70%) and equity (30%).   

 San Miguel Corporation (PSE Ticker: SMC) has gained 100% control of the Metro Railway Transit (MRT) 7 project after 

purchasing an additional 49% economic stake from businessman Salvador Zamora II. San Miguel Holdings Corporation, 

SMC’s wholly-owned subsidiary, signed the $100-million deal to purchase the additional 49% ownership interest in Universal 

LRT Corporation (ULC). The said deal also includes the SMC’s acquisition of full control in ULCOM Co. Inc., MRT 7 project’s 

facility operator. 

 Ayala Corp (PSE Ticker: AC) has just listed its P10 billion seven-year fixed rate bonds at the Philippine Dealing System 

yesterday. These 180% oversubscribed bonds would be the first fixed income listing under the new Duterte Administration. 

With a rate of 3.92%, these bonds will be used for refinancing purposes, mentioned by TG Limcaoco, CFO of Ayala Corp. 

“This is a great opportunity to raise funds. Investors were very receptive. It was oversubscribed by 180%, and priced it at a  

very low end of the range,” he also said.  

Services: 

 

 Globe Telecom (PSE ticker: GLO) expands its operations in Asia with the installation of GlobeTel Japan Incorporation. 

“Performing at a larger scale, Globe Telecom aims to adopt new business models to deliver meaningful products to overseas 

Filipinos,” as mentioned by Nikko Acosta, Globe SVP for International Business. Meanwhile, Globe Telecom is closing three 

of its offices in the UK, Italy, and Spain; however, the company will still provide its services to their customers in Europe 

through existing partnerships with telecom providers. In line with its international retail initiative, Globe Telecom will begin to 

focus on its large retail markets located in Saudi Arabia and the United Arab Emirates. 

 PLDT SME Nation, the small-and medium enterprise arm of the leading telecom company PLDT (PSE ticker: TEL), has 

introduced a new batch of driven entrepreneurs. Its program “#BeTheBoss,” has returned for the second consecutive year to 

recognize individuals who aspire for technological innovation and digital integration. This year’s winners will get the chance to 

compete internationally by visiting the tech-driven industries of Silicon Valley. “For traditional entrepreneurs, digital can be 

daunting and discouraging. But that’s exactly what we want to disprove with #BeTheBoss.” VP and head of PLDT SME 

Nation Mitch Locsin said. 

Property: 

 Ayala Land, Inc. (PSE ticker: ALI), property developer of conglomerate Ayala Corporation, is set to launch next year a new 

Paranaque mall, located within Philippine Amusement and Gaming Corporation’s (PAGCOR) Entertainment City. ALI’s 

planned mall is expected to rise on Wenceslao Group’s nine-hectare property under a lease agreement for 35 years. Edwin 

1-Jul 8-Jul % Change

PSEi 7,830.35 7,771.52 -0.75%

Philippine  Stock Exchange  Index



 

Olivarez, Paranaque City’s mayor, said that the city’s revenue collection would increase by PHP 500- to 700-million due to 

the opening of ALI’s 600,000 square meter mall. 

 SM Supermalls of SM Prime Holdings (Ticker: SMPH) introduced S Maison, a lifestyle center in one of the most luxurious 

hotels in the Philippines, Conrad Manila. Crafted by the French company, Malherbe, S Maison is an upscale mall, with its 

first-in-market dining concepts, well-appointed services, as well as three cutting edge cinemas. For avid shoppers, S Maison 

is home to signature brands, Cole Haan and True Religion to name a few. Having four contemporary event halls and two 

sophisticated ballrooms surrounded by the most advanced audio-visual technology, Conrad Manila aims to be the best 

shopping complex, leisure getaway, and business hub for its guests. 

 

Industrial: 

 The Po family trimmed its ownership on Century Pacific Food Inc (CNPF) by 5% to 69%. Via the CPGI, the family sold 118 

million shares at Php 22/ share, a 4% discount to the 10-day volume weighted average price. This will increase the public 

float from 16% to 21%.  

 Aboitiz Power Corporation (PSE Ticker: APC) has delayed the proposals to establish a geothermal plant, including the 

development of the 300-megawatt coal-fired power plant within Davao and Davao del Sur. The reasons for the 

postponement have not yet been indicated. However, The company is also providing an additional geothermal plant in 

Indonesia where First Vice-President for Mindanao Manuel M. Orig stated that they were given certainty of the additional 

materials that are available in the country for their given project. 

 
Philippine Bond Market  

 
For the local fixed income space, yields fell as investors looked to monetary 
policy easing signals abroad. Prices of government securites moved in line 
with the overarching theme of less risk appetite. Traders opened the week 
assuming a cautious stance ahead of the local inflation print and as they 
awaited the quarter’s borrowing schedule from the Bureau of Treasury. For 
the third quarter, the government will be issuing Php50 billion worth of seven-
year papers and Php25 billion 10-year ones. Meanwhile, the effect of the local 
inflation print was largely muted as investors remained on the sidelines ahead 
of the Eid’l Fitr mid-week and the US nonfarm payrolls. Inflation increased 
from 1.6% in May to 1.9% year-on-year in June, which was within BSP’s 
forecast of 1.5% to 2.4% for the month. The resulting year-to-date average 
inflation rate of 1.3% was still below the government’s inflation target range of 
3.0% ± 1.0 percentage point for 2016. The increasing inflation was mainly due 
to higher prices of most food commodities, specifically meat, fish, fruits, milk, 
cheese, eggs and vegetables. Moreover, non-food inflation rose as prices in 
clothing, furnishing and household equipment increase. 
 
Yields declined by an average of 14.3 basis points, led by the long-end—
down by an average of 17.5 basis points. The belly fell by 16.6bps as the 
short-end declined by 13.0bps.  
 
 
Philippine Peso  

 
The USD/PHP pair traded sideways with a slight downward bias vis-a-vis as the local currency benefitted from the inflows in the 

equities market. Week-on-week, the peso strengthened by 6 centavos or -0.13% and closed at the flat Php47 level to a dollar. 

 

 FCDU loans fell by 1.7% YoY in 1Q 2016 to US$12 billion. BSP said that this might be due to borrower's preference for 

attractive peso borrowing rates and to avoid any exposure to FX risk. FCDU deposit liabilities, however, grew 6.8%YoY to 

US$ 34.7 billion.  

 Data from Bangko Sentral ng Pilipinas (BSP) disclosed that assets under management (AUM) of the country’s largest 

banks went up by 2.66% in the first quarter of 2016. Banks’ AUM amounted to Php 2.54 trillion from last year’s Php 2.48 

trillion. Moreover, banks’ assets grew modestly despite a 4% decline in the March-ending cash and due balance of banks. 

The banks’ cash and due reached to Php 414.79 billion compared to last year’s recorded amount of Php 432.19 billion. 

Also, BSP data showed that deposits and financial assets increased by 14.21% and 2.35%, respectively.   

 Cesar R. Dulay, the new Bureau of Internal Revenue (BIR) Commissioner, told corrupt revenue officials and employees to 

resign or be ousted. Though Dulay did not mention that he has prepared a list of suspected grafters, he firmly stated that 

the harsh policy aims to be in line with President Rodrigo Duterte’s mission to end corruption in the country. The new BIR 

T enor 1-Jul 8-Jul  Change

1m 1.64 1.61 -3

3m 1.75 1.76 0

6m 1.91 1.88 -3

1y 2.78 2.32 -46

2y 2.36 2.36 0

3y 3.29 3.05 -24

4y 3.66 3.12 -54

5y 2.83 2.85 2

7y 2.84 2.93 9

10y 4.41 4.19 -22

20y 4.40 4.10 -30

25y 5.25 5.25 0

Average -14.3

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

Commissioner announced that the auditing of prescribing cases on or before October 2016 will continue as well as cases 

concerning retiring taxpayers, government agency returns, and taxes paid on the sale of properties and shares of stocks.   

 From 1.6% in May, the headline inflation increased to 1.9% year-on-year in June, which was within BSP’s forecast of 1.5% 

to 2.4% for the month. The resulting year-to-date average inflation rate of 1.3% was still below the government’s inflation 

target range of 3.0% ± 1.0 percentage point for 2016. The increasing inflation was mainly due to higher prices of most food 

commodities, specifically meat, fish, fruits, milk, cheese, eggs and vegetables. Moreover, non-food inflation rose as prices 

in clothing, furnishing and household equipment increase. 

 Bangko Sentral ng Pilipinas (BSP) raised Php50 billion from auction of 6-day and 27-day term deposits with average yield 

of 2.5%. The BSP accepted Php50 billion (6-day @ Php 10 billion; 27-day @ Php 40 billion) out of the Php222.5 billion 

tenders. Higher inflation in June is consistent with the BSP’s assessment that monthly inflation will move within target. “We 

see no need to change the stance of monetary policy for now. Though we will continue to monitor developments, 

particularly the policy actions of advanced economies in light of Brexit,” BSP Governor Amando Tetangco said. 

 Data from the Bureau of Treasury (BTr) showed that National Government’s debt stood at 5.89 trillion as of the end of 

May, up 0.3% from April’s P5.884 trillion. The slight increase in government debt was attributed to higher issuances of 

local bonds and offset the drop in external liabilities. Compared to last month, domestic debts rose by 0.74% to P3.797 

trillion while external obligations decreased by 1.23% to P2.088 trillion. 

 

 

The week ahead (July 11 – July 15) 

 

Next week, the equities market will seek direction from the non-farm payroll numbers from the United States. Trading range could 

be from 7,500 to 7,900. Expect market players to price-in the non-farm payrolls to be released during the week. A good print could 

potentially result in an uptick of yields from renewed prospects of the resumption of rate hikes as the Fed clearly watches economic 

data closely. The local currency will continue to be influenced by data releases and fund flows in the local equities market. 

 

  
 


