
 

 

July 13, 2015 
  
 
Global Financial Markets 
 
Global equities were volatile once again for a third straight week as the Greek debt crisis following the “no vote” from the 
Greek referendum and concerns over the Chinese market intensified further. Meanwhile, US Treasury prices rose as 
investors adopted a flight-to-safety stance following the continued fears over Greece leaving the euro currency union and 
as the latest FOMC meeting minutes were released. The greenback marginally strengthened relative to the Euro week-on-
week, but the developments in Greece caused volatility in the currency pair throughout the week. 
 
Global Equities 
 

Global equities closed lower for a third 
consecutive week, with the ensuing Greek debt 
crisis and increasing fears over China’s huge 
stock market losses. 

US equities fell over the week, seeing meager 
gains but a substantial shock on Wednesday 
as investors grew nervous over China’s 
plummeting stock market and Greece’s 
unresolved debt crisis, on top of the NYSE 
experiencing technical difficulties, effectively 
halting trading for three-and-a-half hours. 

On the other hand, European stock markets 
suffered more declines at the beginning of the  
week after the results of Greece’s referendum 
surprised with a majority voting “NO against in 
the euro zone. However, later in the week, 
Greece requested a third aid package and 
offered new reform proposals, boosting 
optimism and reflecting in significant gains in 
their stock market.  

Asian markets saw major declines, most 
notably with China’s stock market dropping 
consecutively throughout the week only to recover by the end. Other Asian equities experienced corresponding losses with fears of 
a contagion effect within the region. 

Week-on-week, the MSCI World index fell -1.70%. The European markets fell as the MSCI Europe index dropped -1.09%. The rest 
of the world followed suit as the MSCI Asia Pacific ex-Japan, Dow Jones and the S&P500 all gave up -5.44%, -1.21% and -1.45%, 
respectively. 
 
Economic data releases for the week were more often disappointing. Highlights include initial jobless claims and the minutes of the 
Federal Reserve’s meeting in June.  

 Data from Markit showed that the services sector in the Eurozone expanded in June. No revisions were made to the 

54.4 preliminary reading of the June Eurozone Services PMI, with the German services PMI downgraded by 0.4 pts to 

53.8 and the French print retained at 54.1. The Final PMI composite for the Eurozone was revised upwards by 0.1pts 

to 54.2. 

 US trade deficit increased to $41.9 billion, less than the consensus of $42.6 billion deficit. Worries over weak overseas 

demand and a strong U.S. dollar intensify but this fall in exports also highlights that the economy has turned to 

domestic drivers rather than export-led industries.The National Association of Realtors index of pending home sales 

rose by 0.9% to a seasonally-adjusted 112.6. Despite underperforming market expectations of 1.0% MoM growth, the 

May print has brought the index to its highest level since April 2006. Alongside this, the median price of existing 

homes rose 7.9% YoY to USD 228,700 with steady job creation identified as the main driver behind the improving 

housing market. 

 Initial jobless claims in the US increased slightly to a seasonally adjusted 297,000, their highest number since 

February, while economists had expected 275,000 new claims. This marks the 18th consecutive week of new filings 

below 300,000. 

 New data on home-equity loans show that delinquency rates have fallen to 3.12% in the first quarter, their lowest level 

since 2008. This is in line with the ongoing improvements in the housing market. However, this is still above the 15-

year average of 2.75%Data on private payrolls were released, performing better than the estimated 218,000 with 

237,000 from May’s 14-month low of 203,000. Small firms added 120,000 new jobs; medium-sized businesses added 

02-Jul-15 09-Jul-15 % Change

MSCI World 1,747.25 1,717.47 -1.70%

MSCI Europe 130.60 129.18 -1.09%

MSCI Asia-Pacific ex-Japan 478.44 452.41 -5.44%

Dow Jones Industrial Average 17,730.11 17,515.42 -1.21%

S&P 500 2,076.78 2,046.68 -1.45%
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86,000, while large businesses hired 32,000. Manufacturing added 7,000; the service sector added 225,000; 

construction increased 19,000. 

 Consumer credit spending increased in America by an annualized 5.7% in May, mostly for cars, trucks, and to pay for 

college loans. The Fed said that consumers increased their debt by a seasonally adjusted $16.1 billion in May. 

Furthermore, applications for US home mortgages rose 4.6% last week as interest rates declined, according to the 

Mortgage Bankers Association. 

 According to the minutes of the US Central Bank’s meeting released Wednesday, only one of the 10 voting Fed 

officials was ready to hike rates in June. However, note that the lone Fed official expressed a willingness to wait 

another meeting or two before the first rate hike. Meanwhile, all of the other voting members indicated that they 

needed more evidence that economic growth was adequately strong and that labor market conditions had improved 

enough to return inflation to the Committee’s target. Aside from requiring more evidence of the country’s economic 

recovery, a number of Fed officials also warned against a premature increase in interest rates. A read on the minutes 

also showed that the Fed officials agreed to release a separate statement to convey the operational details regarding 

the setting of its policy tools when they do decide to hike rates. 

Global Bonds 

  

US Treasury prices continued to rally as the minutes of the June FED 

meeting revealed that only one out of ten voting FED officials is ready to 

increase interest rates in June. The dovish minutes and the disappointing 

US economic data last week lessens the possibility of a September rate 

hike, pushing it back to December. Demand for the safe-haven asset also 

heightened due to the nearing of the ultimatum given by the European 

leaders to Greece ending on Sunday. 

  

Week-on-week, two-year yields declined 4.19 basis points to 0.585% while 

the ten-year yields slid 6.12 basis points to 2.321%. 

 

Currencies  

The greenback was flat week-on-week relative to the Euro, but the turn of 
events in Greece throughout the week caused much volatility in the currency 
pair. Last Friday, the Euro appreciated against the dollar as investors 
continued to price in the disappointment in US non-farm payroll data. 
However, the Euro exhibited weakness for the early part of this week given 
that during the Greek referendum held last Sunday, the Greeks voted to 
decline the terms of an international bailout, with 61% of the electorate 
voting “NO”. Mid-week, the Euro pared its losses in light of the release of the 
June FOMC minutes, which indicated that most of the Fed officials are 
looking for more economic data that point out to a stronger outlook for 
America’s economy. The Euro’s recovery continued on Thursday as a new 
reform proposal from the Greek government was submitted to Eurozone 
officials, which was believed to be much better than previous proposals. 
Greece’s creditors will meet again on Sunday, July 12, to decide on whether or not to accept the proposal. The Euro marginally 
depreciated 0.27% week-on-week against the greenback to close at 1.104. 
 

The week ahead (July 13 – July 17) 

 

This week, the markets were still largely driven by the developments in Greece, economic data releases in the US and the 

Eurozone, and news on the Chinese government’s response to sharp decline in Chinese equities. Global market players are 

expected to continuously track developments in the euro area especially results of the Greek debt negotiations following Greece’s 

revised proposal to its creditors. Other economic data releases such as US Industrial Production, US Consumer Price Index, and 

the result of Treasury auctions may also influence the overall sentiment. For next week, we expect the EUR/USD pair to trade 

range-bound, with developments in Greece and China as the main drivers of currency movements next week. 

  

US Treasury Yield Curve

Tenor 2-Jul 9-Jul  +/- bps

3m 0.000 0.010 1.02

6m 0.097 0.076 -2.05

2y 0.627 0.585 -4.19

5y 1.632 1.586 -4.59

10y 2.382 2.321 -6.12

30y 3.187 3.120 -6.62

Currencies 

2-Jul 9-Jul % Change

USD/PHP 45.155 45.210 -0.12%

EUR/USD 1.107 1.104 0.27%

GBP/USD 1.560 1.539 1.36%

USD/JPY 123.480 121.450 1.67%

AUD/USD 0.760 0.743 2.33%

USD/CHF 0.949 0.950 -0.06%

EUR/CHF 1.05092 1.04844 0.24%

EUR/JPY 136.70 134.1 1.94%



 

 

Philippine Financial Markets 

Local equities skidded further this week as external drivers drove market direction amid developments from the Greek 
debt negotiations and North Asian markets. Short-end of the local yield curve fell, partly due to the 1.2% June inflation, 
while volume was generally weak given the uncertainty from Greece and China. The unfolding of events in Greece 
throughout the week caused the Peso to depreciate against the greenback. 

 
 
 
Local Equities  
  
The PSEi ended noticably lower this week, with volatility in the index observed 
in light of the recent developments in Greece and the Chinese stock market. 
The Mining & Oil, Properties, and Services sectors were the ones most 
impacted. Market breadth was negative all week. Offshore volatility led to net 
foreign selling in three days this week with a small amount oif net foreign buying 
observed after the beginning of the week. 
  
Week-on-week, the PSEi dropped 142.71 points, or -1.89%, to close at 
7,392.59. Foreigners were net sellers at Php 2.37 billion. 

 

Industrial 

 Philippine Long Distance Telephone Co. and subsidiary Smart Communications, Inc. (PSE ticker: TEL) have finalized an 

agreement with Fox International Channels. Under the partnership, TEL customers gain access to more content and 

entertainment choices. Aside from an earlier partnership with TV internet service iflix, subscribers can now avail of 

subscription video-on-demand content and nine live Fox channels. 

 

Media 

 ABS-CBN Corp.’s (PSE Ticker: ABS) The Filipino Channel has partnered with one of Singapore’s biggest quadruple-play 

service providers, Singtel TV. In addition, Lifestyle Network and ABS-CBN Sports + Action Channel will also be included in 

Singtel TV’s line-up of channels. This carriage partnership of Singtel TV and TFC is expected to cater to the content needs 

of the growing number of Overseas Filipino Workers in Singapore. 

 

Holding Firms 

 San Miguel Corporation (PSE ticker: SMC) is constructing cement plants in Quezon and Pangasinan worth USD 800 

million. The two plants will have a combined annual capacity of four million tons. The Pangasinan plant will be operational 

by June 2017 while SMC intends to complete the Quezon plant by September 2017. 

Power 

 San Miguel’s energy subsidiary SMC Global Power Holdings Corp. is seeking a $400 million seven-year loan from DBS 

Bank, Mizuho Bank and Standard Chartered to construct a 300-megawatt coal-fired power plan in Bataan. 

 Meralco (MER) is seeking approval from the Energy Regulatory Commission (ERC) to reduce its distribution charge in an 

effort to soften the effect of an expected electricity rate hike this month. They estimated that generation charge would 

increase by P0.25 to P0.30 per kilowatt hour, which they said was attributable to the higher prices at the Wholesale 

Electricity Spot Market (WESM) and the numerous forced outages by other power plants.  

 Power Sector Assets and Liabilities Management Corp. (PSALM) officially turned-over three state-owned power barges to 

Trans-Asia Oil and Energy Development Corp. (PSE Ticker: TA), finalizing their negotiated deal in exchange for P420 

million. The acquisition of the power barges located in Iloilo City and Zambales will further increase Trans-Asia’s growing 

power generation portfolio around the Philippines. 

 Manila Electric Company (PSE ticker: MER) recently finalized a contract with the Department of Transportation and 

Communication (DOTC) to maintain Metro Rail Transit Line 3's (MRT Line-3) power system for 6 months starting this 

week. This P43.23 million deal will help maintain MRT Line-3's power supply and overhead power supply to power the 

trains. DOTC is positive with its deal with Meralco as this will further improve the efficiency of the repairs as Meralco will 

start on a multi-disciplinary approach as the day-to-day repair works and the supply of spare parts would be sufficient. 

 

 

 

3-Jul 10-Jul % Change

PSEi 7,535.30 7,392.59 -1.89%

Philippine  Stock Exchange  Index



 

 

Philippine Bond Market  
 
On the local fixed income space, yields of local government securities generally 
fell with huge drops in the 1-month, 6-month and 4-year tenor. Trade volume was 
generally light as investors remained cautious during most of the week given the 
continued Greek drama and sell-off in the China market. The lower-than-
expected inflation print for June of 1.2% also partly contributed to the general 
decline in the short-end of the curve. 
  
Week-on-week, yields fell on average by 11.2 basis points. The short-end and 
belly fell by 17.1bps and 0.7bps, respectively, while the long-end rose by 0.5bps. 
 
 
 
Philippine Peso  
 
The Peso depreciated against the Dollar week-on-week as as investors remained 

cautious throughout the week due to the resounding “NO” votes in the Greek 

referendum. By the end of the week, the positive developments on Greece 

helped the Peso to recover slightly against the greenback. The Peso lost 10.5 

centavos week-on-week to close at 45.125. 

 

 The Department of Budget and Management (DBM) reported that P1.26 trillion comprising 94.6% of the P1.334 trillion 

budget allocated to government projects and agencies for the year 2015 has already been released as of the end of June. 

Majority of the budget was dispersed at the start of the year to ensure timely implementation of government programs. 

 The Bangko Sentral ng Pilipinas (BSP) said the country hit $80.8 billion in gross international reserves (GIR), the largest 

reported in four months. Net foreign currency deposits by the government and the BSP’s foreign exchange operations were 

the main reasons for this increase. This level of reserves serves as a cushion for the economy in volatile times. 

 The National Economic and Development Authority (NEDA) reported a 1.2% inflation in June. June inflation has been the 

slowest in 21 years. Sufficient supply of food and moderate price pressures in energy and oil rates contributed to this record 

low inflation. 

 The Philippine Government has spent P56.55 billion to pay off debts to its creditors last April, nearly half the increased 

payment from last year's. Principal and Interest payments, as these were the major factors that increased the debt 

payments, increased 61% or P40.87 billion and 17% or P15.68 billion, respectively. The total brought debt servicing for the 

first four months of the year went up 13% or P262.011 billion year-on-year. 

 The BSP has finalized the list of domestic systematically important banks (D-SIBs). Of the 36 universal and commercial 

banks currently in operation, only 14 have been determined as too big to fail, based on four criteria: size, 

interconnectedness, substitutability and complexity. From 2017 to 2019, D-SIBs are expected to increase their Common 

Equity Tier 1 by 150 to 250 basis points of risk-weighted assets. 

 According to the Department of Finance, the Philippine government debt payments increased to Php 56.55 billion in April. 

This is 46% more than the Php 38.72 billion spent in the same month last year. The interest paid by the government was 

reported at Php 15.68 billion, 17% higher than last year's Php 13.4 billion. 

 

 

The week ahead (July 13- July 17) 

We expect the PSEi to trade between 7,375 and 7,575 with a downward bias. We expect developments in the Greece debt 
negotiations and North Asian markets to be the main driver of movements in the local equity market in the upcoming week. The 
bond market is expected to continue to move sideways with downward bias in terms of yield but with low volume again as investors 
continue to remain cautious given continued volatility from the Greece and China situation and lack of strong catalysts locally. For 
next week, we expect the USD/PHP pair to trade range-bound, with the main economic data release for next week being the May 
remittances figure and the May budget balance. 

T enor 3-Jul 10-Jul  Change

1m 2.42 2.56 14

3m 2.08 1.99 -9

6m 2.92 2.20 -71

1y 2.43 2.41 -2

2y 2.68 2.68 0

3y 3.01 3.01 0

4y 3.75 3.76 1

5y 3.87 3.88 1

7y 4.14 4.09 -5

10y 4.36 4.39 4

20y 4.52 4.50 -2

25y 4.02 4.02 0

Average -6

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


