
 

 

July 20, 2015 
  
 
Global Financial Markets 
 
Global equities saw long-overdue reliefs as concerns over Greece waned and minor rallies from China’s large correction 
boosted investor confidence. Meanwhile, US Treasury prices dipped on investors’ increased appetite for risk following 
positive news on the Greek debt deal negotiations and after Janet Yellen addressed Congress. The greenback 
strengthened relative to the Euro week-on-week as investors remained cautious of the situation in Greece and ahead of 
economic data releases. 
 
Global Equities 
 

Global equities closed higher after three weeks of 
consecutive losses on positive developments in 
Greece and following China’s GDP print. The largest 
gains were in Europe following the potential finality of 
the Greek debt saga. 

US equities rallied four consecutive days during the 
week on the back of sustained optimism over Greece 
passing the bailout package to their parliament. 
Another catalyst for the week was Iran's successful 
nuclear deal which caused surges in the energy 
sector. However, by Thursday, the US stock market 
edged lower after Federal Reserve Chair Janet 
Yellen delivered her speech to Congress, stating that 
a rate hike within the year may be likely despite tepid 
economic data and concerns abroad. 

On the other hand, European stock markets 
experienced growth throughout the week as 
optimism for the region rose after the recent 
developments regarding an agreement with Greece 
and its European creditors. Aside from Greece, the 
rise in equities can also be attributed to the 
stabilizing oil prices as a nuclear deal with Iran was 
reached.  

Asian equities saw mostly gains on the back of Greece’s new bailout agreement, Chinese government interventions focused on 
controlling their stock rout and better-than-expected Chinese GDP data. The Shanghai composite experienced highs and lows this 
week amidst government efforts.  
 
Week-on-week, the MSCI World index rose 3.59%. The European markets saw a significant rally as the MSCI Europe advanced 
7.25%. The rest of the world followed suit as the MSCI Asia Pacific ex-Japan, Dow Jones and the S&P500 rose 3.51%, 3.07% and 
3.04%, respectively. 
 
Economic data released for the week were generally mixed, with the highlight this week being Fed Chair Janet Yellen’s speech on 
the rate hike.  

 Data from the US Commerce Department showed that US wholesale inventories in May grew at their fastest 
pace in six months. The data reflected a 0.8% total monthly change, higher than expectations of a 0.3% 
change. On the other hand, sales from wholesalers slowed down to 0.3% in May, lower than the 0.6% 
expected. 

 Fed Chair Janet Yellen delivered a speech saying that it would be appropriate to begin raising rates “at some 
point after this year.” Highlights from her speech include the expectation of improving job markets boosting 
household spending, inflation heading towards the 2% goal over the next few years, and the first rate hike 
itself will having a “small effect” on the level of monetary accommodation. 

 The United States reported a budget surplus for the month of June that fell 27% YoY to $51.8 billion. 
Meanwhile, receipts increased 6% YoY to $342.9 billion, and outlays rose 15% to $291.2 billion. 

 FactSet Research recently surveyed analysts and the findings forecast that Q2 EPS from companies in the 
S&P 500 will fall 4.5% YoY. The six biggest banks in the U.S. are expected to report $22.2 billion in Q2 
profits, an 18% increase from Q2 2014. 

 Retail sales in the U.S. fell in June due to household cut backs in purchases of automobiles and other goods. 
The Commerce Department said retail sales fell 0.3% last month from a revised increase of 1% in May from 
a previously reported 1.2%. This is the weakest level since February. Sales excluding auto dealers, gasoline 
stations, and home-improvement stores declined 0.1%. 

08-Jul-15 15-Jul-15 % Change

MSCI World 1,706.87 1,768.12 3.59%

MSCI Europe 126.41 135.58 7.25%

MSCI Asia-Pacific ex-Japan 445.56 461.18 3.51%

Dow Jones Industrial Average 17,515.42 18,053.58 3.07%

S&P 500 2,046.68 2,108.95 3.04%
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 Import prices fell a seasonally adjusted 0.1% MoM compared to the consensus of +0.1%, a reminder of the 
strong dollar and weak overseas demand. Index for capital goods declined 1.7% YoY, reporting the sharpest 
decline in more than a decade. 

 The producer-price index rose in June, increasing 0.4% MoM. Core prices grew 0.3% MoM, making it the 
largest rise since October. Meanwhile, overall prices have fallen 0.7% YoY, and core prices are up by 0.8% 
YoY. The increase in the index is largely due to a 2.4% MoM rise in energy goods prices. 

 The Federal Reserve’s latest regional economic survey showed that U.S. economic activity continued to 
grow from mid-May through June. Employment levels are also higher throughout the country with payroll 
growth highest in the service industry. 

 
Global Bonds 

  

US Treasury prices fell driven largely by the agreement between Greece 

and its creditors for a bailout funding for three years and the rebound of the 

Chinese stock market. Investors’ demand for safe haven assets declined as 

investors are now more open to move to riskier assets as the worries over 

Greece and China diminished. The anticipation of Janet Yellen’s semi-

annual speech regarding raising rates this year also contributed to the fall in 

bond prices, as yields went up just before the session. 

  

Week-on-week, two-year yields rose 8.36 basis points to 0.625% while the 

ten-year yields recovered 15.99 basis points to 2.352%. 

 

Currencies  

 
The greenback strengthened week-on-week against the Euro as initial 

optimism over the new reform proposal submitted by the Greek government 

waned as the risk of a Grexit was still on the table. Last Friday, the Euro 

appreciated against the US Dollar as the proposal submitted by Greece to 

Eurozone officials was believed to be better than the previous ones. This 

rally was short-lived, however, as the Eurogroup presented more stringent 

conditions that Greece should comply with, including pension reforms, 

increasing value added taxes, overhauling the collective bargaining system, 

liberalizing certain industries, and monetizing Greek government assets. 

Further weakness in the Euro was observed as Greek Prime Minister Alexis 

Tsipras faced the Greek parliament to gain majority support for the new deal 

presented. During the week, Fed Chair Janet Yellen also spoke before the US Congress, and re-iterated her view that a rate hike 

this year was likely. This further supported the dollar strength vis-a-vis the Euro. Week-on-week, the Euro depreciated 1.09% 

against the US Dollar. 

 

The week ahead (July 20 – July 24) 

 

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

as well as Yellen’s speech before the US Congress. Global market players are expected to continuously track developments in the 

euro area as the ECB and the different Eurozone parliaments decide on whether or not to support the Greek deal. Other economic 

data releases such as PMI Manufacturing Index flash 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, as market closely watches US economic data releases and 

speaking engagements by key Fed officials. 

  

US Treasury Yield Curve

Tenor 8-Jul 15-Jul  +/- bps

3m 0.010 0.010 -0.01

6m 0.076 0.102 2.56

2y 0.541 0.625 8.36

5y 1.488 1.625 13.73

10y 2.192 2.352 15.99

30y 2.975 3.139 16.40

Currencies 

9-Jul 15-Jul % Change

USD/PHP 45.210 45.215 -0.01%

EUR/USD 1.1041 1.0921 -1.09%

GBP/USD 1.5385 1.5618 1.51%

USD/JPY 121.45 123.82 -1.91%

AUD/USD 0.7430 0.7358 -0.97%

USD/CHF 0.9497 0.9536 -0.41%

EUR/CHF 1.04844 1.04137 0.68%

EUR/JPY 134.10 135.22 -0.83%



 

 

Philippine Financial Markets 

Local equities generally rose this week as external factors such as Greek debt agreements and Chinese market 
stabilization pushed market direction. The short-end and belly portion of the local yield curve generally rose as investors 
remained cautious ahead of the critical Greek parliament vote on the proposed bailout and Fed chair Yellen's speech. 
Meanwhile, the Philippine Peso traded sideways relative to the greenback as investors remained cautious of 
developments globally. 
 
 
 
Local Equities  
  
The PSEi ended higher this week, with weaker volatility in the index observed 
due to the new developments with the Greek agreements and the stabilizing of 
the Chinese stock market. The Mining & Oil and Services sectors had the highest 
gains. Market breadth was positive all week.  
 
Week-on-week, the PSEi rose 239.44 points, or +3.25%, to close at 
7,617.13. Foreigners were net sellers at Php 1.49 billion. 

 

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. 
 

  San Miguel Corporation (PSE ticker: SMC) qualifies to participate in bidding for the construction of a new Neuva Ecija 
prison facility worth Php 50.2 billion. The project will be under the Private Public Partnership program. The winning 
bidder will be given the responsibility to financing, constructing, designing, and maintaining the prison facility. This new 
prison will be for the use of inmates in currently existing penal facilities, including the New Bilibid Prison and the 
Correctional Institution for Women. 

 

 GT Capital Holdings Inc. (PSE ticker: GTCAP) is open to cooperating with other local conglomerates and foreign 
strategic partners in pursuing PPP projects. While the group had deferred from participating in the PHP 123 billion 
Laguna Lakeshore Expressway project, GTCAP president Carmelo Bautista has reaffirmed the company’s interest 
once the partnerships fall into place. 

Property: 

 Robinsons Land Corporation (PSE ticker: RLC) will open a 22.45-hectare residential project in Barangay Estefania, 
Bacolod. This mark’s the company’s fourth development in the city, and its 33rd residential subdivision in the country. 
The current project has a house layout of up to 180 square meters, and a density of 35 households per hectare. 

Services: 

 The Philippines’ gaming sector saw significant gains yesterday after the nation’s regulator said gaming revenue may 
increase by as much as 20% this year despite China’s anti-corruption crackdown weakening revenue in other parts of 
Asia. Bloombery Resorts Corp. (PSEi: BLOOM) advanced 8% yesterday. First-half gaming revenue at the country’s 
casinos grew 16% to $1.4 billion, according to PAGCOR, partly due to the increase in tourist arrivals in May.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

9-Jul 16-Jul % Change

PSEi 7,377.69 7,617.13 3.25%

Philippine  Stock Exchange  Index



 

 

 

Philippine Bond Market  
 
On the local fixed income space, yields of local government securities 
generally rose with huge increases in the 6-month, 1-year, 2-year and 4-year 
tenor. Investors exercised caution ahead of the Greek parliament vote and 
Fed Chair Janet Yellen’s speech, with no major catalyst locally during the 
week. The increase also partly reflected the overall risk-on sentiment with 
increased preference for risky assets given perceived positive developments 
within Greece. 
 
Week-on-week, yields rose on average by 18.7 basis points. The short and 
belly rose by 26.9bps and 26.0bps, respectively, while the long-end fell by 
4.4bps. 
 
 
Philippine Peso  

 
The Peso continued to depreciate against the US dollar week-on-week, 

responding to DXY strength as cautious investors waited for the conclusion 

of the Greece debt deadlock. By the end of the week, the local currency lost 

0.005 centavos, or 0.01%, to close at 45.215. 

 

 The Development Budget Coordination Committee (DBCC) expects the Bureau of Internal Revenue (BIR) to collect P2.025 

trillion next year, a record high for the tax agency. However, target collection for this year had to be lowered due to 

additional tax exemptions on de minimis benefits and the implementation of RA 10653, which will increase the tax 

exemption allowance on 13
th

 month pay, Christmas bonuses and other workers’ benefits from P30,000 to P82,000.  

 The Bangko Sentral ng Pilipinas (BSP) reported a 5.8% growth in cash remittances in May, faster compared to the 5.1% 

growth in April. The Philippine Overseas Employment Administration (POEA) noted that 35.4% of the total approved job 

orders overseas in the first quarter of this year were contracted mainly for service, production and professional, technical 

and related workers in Saudi Arabia, Kuwait, Qatar, Taiwan and United Arab Emirates. 

 Standard & Poor's has downgraded its PhIlippine GDP growth forecast for 2015 to 6.0% from the previous 6.4% in 
February. While this outstrips the 4.9% full-year average growth expected for ASEAN, the credit rating agency raised the 
possibility of Asia-Pacific economies growing at a slower rate going forward. The agency identified China's slowdown and 
the continuing US recovery as catalysts for the new normal. 

 Standard & Poor’s credit rating for the Philippines is likely to remain at BBB until next year. The global rating agency said 
that institutional and structural reforms could raise the country’s credit rating while delays in the administration’s reform 
agenda could cause the credit rating to be downgraded. 

 The Department of Tourism (DOT) reported 413,937 tourist arrivals in May, increasing the total number of visitors in the first 
five months by 8.15% compared to the same period last year. Koreans accounted for 24.5% of total inbound traffic, making 
them the leading tourist group followed by Americans and Japanese, respectively. 

 According to the Bureau of Customs, import duties and other taxes beat the target for June 2015.  Total collections were 
reported at Php31.2 billion, as compared to the target of Php29.9 billion. This is 14.3% more than the Php27.3 billion total 
collections for the same month last year. 

 

 

The week ahead (July 20- July 24) 

We expect the PSEi to trade between 7,529 and 7,741 with an upward 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 upward pressure in terms of yield as investors continue to remain 
cautious given Fed Chair Yellen's statement that US economic conditions may likely make it appropriate to raise rates within the 
year, and due to lack of major catalyst 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 Balance of Trade for the month of May. 

T enor 9-Jul 16-Jul  Change

1m 2.20 2.00 -20

3m 2.01 2.02 1

6m 2.22 2.71 49

1y 2.40 3.18 78

2y 2.72 3.49 77

3y 3.02 3.06 4

4y 3.19 3.76 57

5y 3.88 3.87 -2

7y 4.11 4.05 -6

10y 4.38 4.35 -2

20y 4.69 4.58 -11

25y 4.02 4.02 0

Average 18.7

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


