
 

July 18, 2016 

07-Jul-16 14-Jul-16 % Change

MSCI World 1,643.93 1,703.22 3.61%

MSCI Europe 109.13 114.49 4.91%

MSCI Asia-Pacific ex-Japan 414.14 430.54 3.96%

Dow Jones Industrial Average 17,895.88 18,372.12 2.66%

S&P 500 2,097.90 2,152.43 2.60%

Global Equity Performance
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Global Financial Markets 

Global risk on sentiment led to gains in global equities markets, erasing losses the week prior. We saw risk-taking trades 
brought by optimism towards fiscal and monetary stimulus from developed markets. US Treasury yields soared during the 
week given strong US economic data releases which resurrected hopes of a rate hike within 2016 and some profit-taking. 
Other major currencies bounced back during the week given risk-on sentiment. 
  

Global Equities 
 

Global equities recovered after 
Brexit fears ebbed and 
expectations of further monetary 
and fiscal support from different 
countries. We also saw some 
clarity on the change in 
leadership in the UK. Theresa 
May will be appointed as the new 
Prime Minister after current PM 
Cameron officially submits his 
resignation.  
 
US equities reached new highs 
on the back of risk on sentiment 
of global investors. The Non-
Farm Payroll number for June 
rebounded to 287,000, a 
dramatic recovery from 38,000 
the month prior. Gains in other 
sectors offset the potential drag 
from drop in share prices of 
energy companies brought by 
volatility in the global oil prices. A 
few names also released their 2Q 
results, mostly beating market 
expectations. These are Yum 
Brands, Delta Air Lines, JP 
Morgan Chase.  
 
Europe tracked Wall Street gains brought by investor optimism and expectations of monetary policy support by the Bank of England 
(BoE). BoE, however, maintained its policy rate at 0.5%. This did not trigger sell-off because of the clear indication that an August 
rate cut is possible. MSCI Europe rose +4.91% WoW and closed at 1,643.93.  
 
Asian shares also posted strong gains on hopes that Japan will continue supporting the economy via fiscal spending and monetary 
stimulus. After Prime Minister Abe‘s coalition won last week‘s election, Abe pledged another round of fiscal stimulus. The MSCI 
Asia-Pacific ex-Japan rose 3.96%, erasing losses the week prior.   
 
Week-on-week, the MSCI World Index closed at 1,703.22, up by 3.61%. The market that posted strongest gain was Europe (MSCI 
Europe @ 114.49, + 4.91%) followed by Asia (MSCI Asia-Pacific ex- Japan @ 430.54, + 3.96%). The Dow Jones Industrial Average 
breached the 18,000-mark and ended at 18,372.12 (+2.66% WoW). The S&P 500 also posted strong recovery from last week after 
it rose to 2,097.90 (+ 2.60% WoW). 
 
Economic releases for the week were generally positive, thus, boosting the risk-taking sentiment of global investors:  
 

 U.S. job growth rebounded strongly during June 2016. June non-farm payrolls reflected an additional 287,000 jobs (vs. mkt 

est: 180k and revised May number of 11k from 38k), which is the strongest job growth in eight months. While there was a 

downward revision in the May figures. April data saw a revision to 144,000 additions (vs. prev: 123k). Payroll growth 

averaged 147k in 2Q16 compared with 196,000 in 1Q16 and 229k in 2015. Headline unemployment rate increased to 

4.9% (vs. mkt est: 4.8%) from 4.7% due to a rebound in the size of the workforce, with the labor force participation inching 

up to 62.7% from 62.6%. The broader ‗U-6‘ measure of unemployment was at 9.6% (Prev: 9.7%), the lowest level since 

April 2008. Average hourly earnings for private-sector workers moved up 0.1% MoM (vs. mkt est: +0.2%) but rose 2.6% 

YoY (vs. mkt est: +2.7%) – the fastest annual growth rate since the summer of 2009. 

 Consumer Confidence improved in June to 98.0 points, highest since October 2015. This was an improvement from May's 

92.4 and exceeded market's expectation of 93.7 based on Thomson Reuters Survey.  



 

Currencies 

7-Jul 14-Jul % Change

USD/PHP 47.000 47.050 0.11%

EUR/USD 1.1083 1.1104 0.19%

GBP/USD 1.3031 1.3244 1.63%

USD/JPY 101.07 105.43 4.31%

AUD/USD 0.7517 0.7645 1.70%

USD/CHF 0.9768 0.9806 0.39%

EUR/CHF 1.08255 1.08882 0.58%

EUR/JPY 112.02 117.06 4.50%

US Treasury Yield Curve

Tenor 7-Jul 14-Jul  +/- bps

3m 0.284 0.310 2.62

6m 0.357 0.412 5.50

2y 0.589 0.673 8.40

5y 0.961 1.096 13.51

10y 1.385 1.536 15.06

30y 2.135 2.252 11.75

 The US labor market conditions index came in at -1.9 for the month of June, worse than market estimates of -1.2. This, 

however, was an improvement from the -3.6 reported in May. June‘s negative number marks the sixth successive monthly 

decline, the longest since 2007/08 global financial crisis. 

 British Prime Minister Cameron is set to formally step down this week. Theresa May is the strongest contender after 

Andrea Leadsom dropped out of the race. This signals that the official Brexit talks will commence earlier than October.  

 Job openings, according to the Job Openings and Labor Turnover Survey (JOLTS), fell to 5.5 million for May—the lowest 

for 2016. Down 345,000, the number is still above market estimates of 5.65 million. Hires rate came at 3.5% and number 

of hires was flat at 5.0 million. Separations were also flat at 5.0 million, resulting in a total separations rate of 3.4%. Quit 

rate was at 2% while layoffs and discharges rate was 1.2%.  

 US wholesale inventory rose slower than expected in May (@ 0.1% vs E @ 0.2%). This was also a slowdown from April‘s 

0.7% growth. The drag mainly came from automobile stocks, suggesting that inventory investments will hurt the 2Q 2016 

GDP growth of the United States.  

 United States reported lower-than-expected crude drawdown. Crude inventories fell by 2.5 million barrels last week, lower 

than the 3 million barrel projection of the market.   

Global Bonds 
 
US Treasury prices saw its rally snapped as a series of strong US economic 

data releases resurrected hopes for a rate hike within 2016, driving yields 

higher. The very strong non-farm payrolls (NFP) figure for June of 287k beat 

market expectations but yields continued to fall as the three-month moving 

average of 147k is still lower than the 196k saw during the first quarter. There 

was some profit-taking mid-week as demand for the recent auction of 

US$24-billion three year notes turned out to be weak. In addition, there was 

also lukewarm demand of the US$ 20 billion sale of 10-year US Treasury.  

However, strong results from the 30-year bonds auction showed that even 

foreigners were attracted by the yield. The continued release of strong US economic numbers such as the faster-than-expected 

producer price inflation, and the rising business optimism, compounded the strong NFP for June. These signify that the US 

economy does not seem to be falling into a recession, and eased expectations of a rate cut, but also revised market expectations of 

a rate hike this year despite mixed commentary from several Fed members. According to Bloomberg, the market-implied probability 

of a rate cut remained at zero, while there is now a 35% (vs. 11.8% last week) probability of a rate hike by December 2016.  

 

Week-on-week, US Treasury yields rose by an average of 9.47 basis points, led by the 10-year bond which inched up by 15.06 

basis points to 1.536% and the 5-year benchmark yield which increased by 13.51 basis points to 1.536%.  

 

Currencies  

 
While investors flocked to safe-haven currencies last week, the safe-haven 

currencies weakened slightly this week given risk-on sentiment. The USD 

rose 4% versus the Yen after talks of former Fed Chair Bernanke advising 

Japan PM Abe about ―helicopter money‖ pushed the Yen downward. This 

was true as well for EUR/JPY which rose 4.5%, showing the weakening of 

the JPY week-on-week against major currencies. The pound slightly 

rebounded with the clearing up of some uncertainties (at least as to who the 

next prime minister will be). The EUR/USD traded sideways during the week, 

and was affected by US data releases as well as movements in oil prices 

during the week. We note that after volatile swings from USD46 to 

USD48/bbl, Brent crude prices rose 1.3% week-on-week.  

 

The week ahead (July 18 – July 22) 

 

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 CPI for June which will be released next week. We think that the fresh highs in 

the global equities space will be tested as companies report their 2Q 2016 results. The market is expecting negative to flatt ish 

earnings growth. Treasury prices will likely take cue again from significant economic data releases including US CPI inflation and 

the Manufacturing PMI – higher-than-expected inflation will push yields higher. For next week, expect the EUR/USD pair to trade 

sideways with a bias for a strengthening dollar especially if inflation exceeds the 0.3% expected inflation for June. 



 

Philippine Financial Markets 
 
The local equities market broke the 8,000 level as optimism abounds and foreign investments flowed in. For the local fixed 
income space, yields rose as investors shifted to the equities market given risk-on sentiment. The USD/PHP pair traded 
sideways with a slight upward bias vis-a-vis as net foreign inflows in the equities market was offset by the increased USD 
demand from positive economic data releases.  

Local Equities  

The local equities market broke the 8,000 level as optimism abounds and 
foreign investments flowed in. Prospects of easing globally continued to support 
risk-on sentiment, with the liquidity finding their way to the shores of economies 
that promise growth both on the macro and firms level; resulting in the flows-
driven rally of late in the stock market. Data from the BSP shows that USD378 
worth of foreign funds bought in the local stock market for the month of June. In 
addition, talks of infrastructure spending by the government amounting to north 
of 5% of GDP and the resilient consumer spending further contributed to the 
local bourse‘s strength. Car sales continued to grow robustly in June—+36% 
YoY and +27% YTD, beating expectations.  
  
Week-on-week, the PSEi gained 258.54 points, or +3.33%, to close at 8,030.06. For the week, foreigners were net buyers at 
USD158 million. Year-to-date, net foreign inflows reached USD903 million. 
 

Holding Firms: 

 San Miguel Corp. (Ticker: SMC) is seeking to issue about Php 15 million worth of bonds. Subsidiary SMC Global Power has 

already set this in motion by raising Php 15 billion from a bond issuance that was three times oversubscribed. ―The 

successful maiden bond issuance of the company proves the confidence of the market on the business strengths and vision 

of SMC Global Power,‖ said Elenita Go, general manager at SMC Global Power. After receiving the highest rating by the 

debt watcher PRS Aaa, the conglomerate is positively looking forward to further growth for the remainder of the year. 

 Metro Pacific Investments Corp. (MPIC) (Ticker: MPI) announced that its compensation committee has agreed upon an 

incentive plan made specifically for performing officers and directors. ―The plan is designed, among others, to reward the 

directors and key officers of the company, who contribute to its growth to stay with the company for the long term,‖ MPIC 

mentioned. The new incentive plan is a three-year cycle that allows the reacquisition of MPIC common shares - these shares 

would be held by the company as treasury shares. MPIC will then save these shares for the directors eligible for incentive.  

 Conglomerate Ayala Corporation (PSE Ticker: AC) plans to manufacture KTM motorcycles toward end-2016 as part of its 

distribution and production deal with KTM AG, an Austria-based motor vehicle manufacturer. Jose Limcaoco, Ayala Chief 

Finance Officer, said that the first showroom, which would be located inside Bonifacio Global City, Taguig, is set to be 

launched in September. The joint venture with KTM-AG involves at least PHP 500 million worth of initial outlay for the 

projected production of 20,000 motorcycle units.  

 SM Investment Corporation (PSE Ticker: SM),a Sy-led holding company, has secured Security and Exchange Commission‘s 

approval to fold all retail outlets into SM Retail Inc, a food and department store company. ―Over 1300 retail stores will be 

merged with SM Retail in exchange for shares of stock in SM Retail‘s expanded net assets,‖ SMIC said. The said retail 

merger will include household brands such as Ace Hardware, Watsons, Toy Kingdom and others. SM Retail Inc. will absorb 

1,374 outlets which delivered P53 billion worth of total revenues last year.  

 Metro Pacific Investment Corp. (MPIC) (Ticker: MPI) is strongly considering to resubmit unsolicited projects to the new 

administration, mostly involving infrastructure development. The proposal regarding the rehabilitation of the Metro Rail 

Transit Line 3 (MRT 3) back in 2011 has been unsuccessful because it meant raising fares. ―We actually have resubmitted 

the revised MRT proposal to the Department of Transportation, the Secretary Tugade, so let‘s see,‖ MPIC Chairman Manuel 

Pangilinan told reporters. In response to Mr.Pangilinan‘s statement, Finance Secretary Carlos G. Domiguez said the 

government will entertain these unsolicited project proposals from the private sectors.  

Services: 

 

 Smart Communications, the mobile and Internet service subsidiary of PLDT (Ticker: TEL), is allotting roughly P1 billion for i ts 

efforts to expand its Smart Wi-Fi service in key transport hubs, government facilities, and business establishments 

nationwide. The subsidiary is currently offering its services to bus terminals and airports, ―Over the past months, we have 

aggressively broadened the Smart Wi-Fi footprint through our key partnerships with government institutions and business 

establishments, consequently improving internet access and coverage throughout the country,‖ said Eric R. Alberto, 

executive vice-president at PLDT and Smart. 

8-Jul 15-Jul % Change

PSEi 7,771.52 8,030.06 3.33%

Philippine  Stock Exchange  Index



 

 Both Globe Telecom, Inc. (PSE ticker: GLO) and PLDT, Inc. (PSE ticker: TEL) filed cases against the Philippine Competition 

Commission (PCC) at the Court of Appeals to stop the investigation of the telco assets purchased from San Miguel Corp. 

The telco players cite PCC's circulars that upon notification, transactions are deemed approved. On the other hand, PCC is 

in the position that the Competition Act takes precedence over the circulars; the law that empowers the body to review 

transactions. If the telco players lose the case, the fines would amount to between Php700 million to Php3.5 billion, or 1% to 

5% of the transaction. 

 The digital enterprise enabler of PLDT INC. (PSE Ticker:TEL), has put its cybersecurity service. This includes an 

assessment of a company‘s vulnerability to online breaches by providing it with a must-have security solution. This service is 

being offered by ePLDT to help companies address the difficulty of implementing this highly advanced IT system, ―both the 

hardware and the software levels for an entire network is a big headache on its own, paired with the lack of expertise, 

companies become hesitant in carrying out their plans,‖ said Nico Alcoseba, Head of PLDT‘S Disruptive Business Group.  

 Telecommunication giants PLDT Inc. (PSE: TEL) and Globe Telecom Inc. (PSE: GLO) will still pursue its initial rollout plans 

for its newly acquired frequencies from San Miguel Corporation‘s (SMC) even if both companies have filed a petition against 

Philippine Competition Commission (PCC). Smart Communications Inc., PLDT‘s wireless arm, stated that the usage of the 

purchased frequencies is being carried out in order to comply with National Telecommunications Communications‘ (NTC) 

orders of the frequencies‘ immediate use. 

Property: 

 Property giant SM Prime Holdings Inc. (PSE ticker: SMPH), has secured the approval of Securities and Exchange 

Commission to launch its fixed-rate P60 billion bond issuance. Having seven- and 10-year tenors, SMPH bonds will be 

offered for a three-year period in which the initial tranche may reach up to 10 billion. The P4.95 billion net proceeds from the 

said bond offering would be used to finance expansion of commercial and hotel operations. 

 

Industrial: 

 Aboitiz Power Corp. (PSE ticker: AP) is anticipating to purchase remaining power generation assets should the government 

decide to privitize them within the next three years. The officer-in charge for the Power Sector Assets and Liabilities Corp. 

(PSALM), Lourdes S. Alzona, mentioned that these hydropower plants would bring the biggest revenue for the government 

should it manage to sell them. In fact, the Agus hydropower complex generates at least 700 megawatts (MW) with the 

biggest coming from Agus VI in Iligan City, Lanao del Norte. ―We view the acquisition of these assets as one of our strategic 

pillars,‖ said Joseph S. Yu, executive vice-president of SN Aboitiz. 

 Consistently using a substantial amount of coal, Aboitiz Power Corp. (Ticker: AP) was named the only Philippine-based 

power firm among the companies that were blacklisted by the Norwegian central bank from the Government Pension Fund 

Global (GPFG). ―Norges Bank has decided to exclude 52 companies from the Government Pension Fund Global after an 

assessment of the new product-based coal criterion,‖ commented the Norges Bank. The exclusions of these companies were 

based on the analysis of the Norges Bank Investment Management (NBIM). In response to this,  AboitizPower stated that the 

NBIM has already divested all its holdings in the company in Q1 of 2016 and that there was no impact on the company‘s 

performance or share price at the time. 

Financials: 

 BDO Unibank (PSE Ticker: BDO) has joined forces with Japan‘s 10th largest bank, Shizuoka Bank Ltsd. to further broaden 

the former‘s services in Japan. The agreement is that BDO will cater to the banking requirements of Shizuoka‘s Japanese 

clients in the Philippines, expanding operations in the country. Shizuoka has observed that most of its small and medium 

enterprise (SME) clients are consistently leaning towards investing in the Philippines.  

  



 

Philippine Bond Market  
 
For the local fixed income space, yields rose as investors shifted to the 
equities market given risk-on sentiment. Prices of government securites 
understandanly fell as the equities markets reached the 8,000 level again. 
Market sentiment was bullish at the onset of the week, and yields rose by 11 
bps as a result. The short-end, belly, and long-end rising by 17.8 bps, 5.4 bps, 
and 12.0 bps, respectively, during the first trading of the week. Bargain-hunting 
ensued given steep increase during the prior day. Treasury prices slipped 
anew as risk-on sentiment continued and as equities market continued to rally 
mid-week, such that the average yield curve rose by 5.44 bps, with the belly 
and long-end of the curve rising by 10.3 bps, and 6.5 bps, respectively. Hopes 
for more liquidity with news of former Fed Chair Bernanke inspiring Japanese 
PM Abe to float perpetual bonds for helicopter money circulating during 
Thursday brought yields down, but not enough to prevent yields rising on 
average week-on-week. 
 
Yields rose by an average of 14.37 basis points, led by the short-end and belly 
of the curve — up by an average of 19.20 basis points and 21.46 basis points, 
respectively. The long-end inched up only slightly by 2.81 bps.  
 
Philippine Peso  
 

The USD/PHP pair traded sideways with a slight upward bias vis-a-vis the US dollar. While the local currency benefitted from the 

another week of strong inflows in the equities market, the USD saw demand from strong economic data releases during the week. 

Week-on-week, the peso strengthened by 5 centavos or +0.11% and closed at the Php47.05 level to a dollar. 

 The national government has programmed Php135 billion worth of Treasury bond and bill offerings in the third quarter for 

the financing of its expected budget deficit and payment of its outstanding obligations. Broken down, the Bureau of 

Treasury (BTr) stated that it plans to issue T-bills and T-bonds, amounting to Php 60billion and P75 billion, respectively, 

from July to September. While T-bills have steady 91-day, 182-day and 364-day tenors, maturities of T-bonds will be 

extended to seven and ten years to take advantage of the current low interest rates.  

 Bangko Sentral ng Pilipinas (BSP) said that foreign direct investment (FDI) inflows jumped 184% to $3.49 billion in January 

to April period from last year‘s $1.23 billion on the back of the country‘s strong economic performance, reflecting the state‘s 

attractive investment environment. BSP data also showed that net equity capital inflows zoomed 373% to $1.32 billion in 

the first four months from previous year‘s record of $279 million. For the month of April, net FDI inflows jumped 476% to 

monthly record-high of $2.2 billion from $382 million posted last year. 

 The Philippine Statistics Authority reported that manufacturing output in May dropped for the first time this year by 1.2% 

year-on-year, the biggest contraction since June 2015‘s record of 1.7%. PSA attributed the fall to the reduced production of 

leather products (-83.2%), chemical products (-48.8%), petroleum products (-31.3%), fabricated metal products (-24.5%), 

and textiles (-19.1%). Ernesto Pernia, NEDA Director-General and SocioEconomic Planning Secretary, said that factory 

output would bounce back towards the end of 2nd quarter due to of positive business outlook and stable consumer 

confidence in the country. 

 Sergio Ortiz-Luis, Jr., President of the Philippine Exporters Confederation, Inc. said that merchandise exports will expand 

only up to 3% this year compared to the government‘s projected growth of 6.6% to 8.8%. Due to the country‘s negative 

merchandise export performance for the first half of 2016, it would be unlikely to meet the said target.  Also, he mentioned 

that this year‘s lower export performance could be attributed to the recent Brexit issue and the ongoing China-Philippine 

territorial dispute. 

 Foreign portfolio flows for June resulted in a net inflow of USD451 million, significantly USD73 million in May. In June 

2015, net foreign outflow amounted to USD522 million. About 83.8% of investments in June were in the listed local 

equities, 15.7% in peso government securities, and the balance in other peso debt instruments and deposits. The UK, US, 

Singapore, Hong Kong, and Luxembourg contributed 80.8% of the inflow. Outflows were mainly to the US at 84.2%. 

 

The week ahead (July 18 – July 22) 

 

Next week, expect the local equities market to be driven by fund flows and data releases locally and globally. In addition, a shallow 

correction can potentially result as the market reacts to the slower-than-expected OFW remittances. Trading range could be from 

7,800 to 8,100. Better-than-expected US inflation could potentially result in an uptick of local 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 locally (balance-of-payments and budget balance) and from the US (June CPI), as well as fund flows in the local equities 

market. 

T enor 8-Jul 15-Jul  Change

1m 1.61 1.75 14

3m 1.76 1.81 5

6m 1.88 1.87 -1

1y 2.32 2.89 58

2y 2.36 2.37 1

3y 3.05 3.20 15

4y 3.12 3.30 18

5y 2.85 2.85 1

7y 2.93 3.46 53

10y 4.19 4.44 25

20y 4.10 3.93 -17

25y 5.25 5.25 0

Average 14.4

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


