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14-Jul-16 21-Jul-16 % Change

MSCI World 1,703.22 1,705.40 0.13%

MSCI Europe 114.49 115.15 0.58%

MSCI Asia-Pacific ex-Japan 430.54 434.26 0.86%

Dow Jones Industrial Average 18,506.41 18,517.23 0.06%

S&P 500 2,163.75 2,165.17 0.07%

Global Equity Performance
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Global Financial Markets 

Global equities rose but at a slower pace after reaching fresh highs early this week. We saw significant profit taking 
Thursday, which was also driven by lower global oil prices. Indonesian and Philippine markets continued posting 
significant gains due to influx of foreign funds.  US Treasury prices slid amid more risk-taking despite international 
organizations downgrading global economic prospects and as talks of Fed rate hike in 2016 resumed. The dollar 
strengthened against major currencies on the back of positive data releases in the US and the view that there is an 
increasing probability of the Fed resuming policy normalization. 
  
Global Equities 
 

Global equities reached new 
highs on strong liquidity, 
expectations on continued 
support of major central banks to 
global economy, and perceived 
easing of geopolitical risks. The 
European Central Bank, however, 
disappointed the market by 
keeping its major interest rates 
unchanged. Oil also retreated 
towards the end of the week, 
hurting energy firms in the United 
States and some Asian markets.  
 
Price movements of US equities 
were largely driven by corporate 
earnings. Intra-week we saw 
significant gains on tech and 
financial stocks due their better-
than-expected corporate 
earnings. Investors took profit this 
Thursday after some companies 
reported disappointing numbers 
and ECB kept key rates 
unchanged. The market ignored 
better-than-expected housing 
sector data after corporate 
earnings took center stage.  
 
European share prices increased 
after they bottomed end of June due to the Brexit vote. Investors’ optimism continued to improve after the coup attempt in Turkey 
failed. The decision of the ECB to stay on hold, however, put brakes on the price gain momentum of stock prices in Europe. The 
MSCI Europe closed at 115.15, up by 0.58% WoW.  
 
Asian shares rose the highest on the back of persistent positive view on Asia driven by Japan’s accommodative fiscal and monetary 
policies. Some Asian markets, however, fell Thursday after global oil prices retreated. US crude inventories decline by only 2.3 
million barrels, indicating that summer-time driving is not as strong as expected. Indonesian and Philippine markets, however, were 
isolated from the impact of lower oil prices due to strong liquidity flows.  
 
Week-on-week, the MSCI World Index closed at 1,705.40, up by 0.13%. The market that posted strongest gain was Asia (MSCI 
Asia-Pacific ex- Japan @ 434.26, + 0.86%) followed by Europe (MSCI Europe @ 115.15, + 0.58%). US shares were relatively 
unchanged WoW after we saw some profit-taking towards the end of the week. The Dow Jones Industrial Average peaked at 
18,622 before closing at 18,517.23 (+0.6%). The S&P 500 rose 0.07% and ended at 18,506.41. 
 
Despite IMF cutting its global economic outlook, global equities markets posted decent growth: 
 

 Existing home sales in the US for June rose to 1.1% versus last month to 5.57 million (seasonally adjusted), the strongest 

in almost a decade. May data was revised downward to 5.51 million from 5.53 million. Job and wage growth, and 

decreaseing mortgage rates post Brexit continued to support the housing market. 

 The European Central Bank holds its key rates unchanged (benchmark refinancing rate at 0% and deposit facility at – 

0.40%). ECB President Mario Draghi said that the central bank is closely monitoring the challenges in the zone, which 

include high level of bad loans, geopolitical risks, and Brexit vote 



 

 U.S. domestic shipping demand continued to deteriorate during June. While the Cass Freight Index rose 1.7% MoM, it fell 

4.8% YoY which marks the sixth straight annualized decline given the lackluster shipping market. Meanwhile, the 

American Trucking Associations’ For-Hire Truck Tonnage Index slipped 1.5% MoM. 

 Looking at the data from Europe, it seems that consumer confidence has not yet been affected by the Brexit vote. The 

European Commission’s flash consumer confidence reading marginally fell by 0.7 point to -7.9 in July. As for the balance 

sheet of the region, current account surplus came in at EUR15.4 billion in May 2016 (vs. EUR8.4 billion surplus a year 

earlier). The goods surplus expanded EUR31.1 billion (+16%) while the services one slipped to EUR7.5 billion (-1.3%). 

Moreover, the primary income deficit fell 8.6% to EUR14.8 billion while the secondary income gap slipped 14.1% to 

EUR8.5 billion. 

 Houses started in the US in June surprised to the upside, rising 4.8% to 1.19 million (versus market estimate of 1.165 

million) from 1.14 in May. Permits added 1.5% to 1.15 million, in-line with median estimates. Permits being lower than 

starts suggest that moving forward, sustaining the gain in home building will be challenging. Single-family houses starts 

increased 4.4% to 778,000 from 745,000 in May. Multi-family home starts added 5.4% to 411,000.   

 The IMF revised down its global growth projection to 3.1% (-0.10 percentage point from earlier forecast). The revision 

primarily came from its gloomy outlook on developed markets brought by the Brexit vote and underlying weakness of 

Japan’s domestic economy. 

 The National Association of Home Builders’ index of builder confidence in the market for single-family homes for July 

registered 59 versus 60 in June; market estimate is at 60. NAHB Chair Brady said that while demand continues to grow on 

the back of good economic fundamentals, regulatory constraints and shortages of lots and labor result in pockets of 

softness in the housing market. Confidence over the next six months also dropped—66 versus 69 in June.   

 Japan’s SoftBank announced that it will acquire ARM Holdings, a semiconductor firm based in the United Kingdom. The 

deal will cost $32 billion. This somehow eased markets concerns that the United Kingdom will not attract direct investors 

given uncertainties surrounding Brexit. 

 US CPI increased for a fourth successive month during June, rising by a seasonally-adjusted 0.2% MoM (vs. mkt est: 

+0.3%). Core prices, ex-food and energy, also climbed 0.2% (vs. mkt est: +0.2%) while YoY core prices rose 2.3% (vs. mkt 

est: +2.2), the highest level since May 2012.  

 Retail sales growth in the US beat expectations in June, +0.6% versus +0.1%, on the back of the 3.9% spike in building-

supply stores sales. Sales amounted to USD456.98 billion, up 0.6% month-on-month from a downwardly revised +0.2% in 

May (previous data was +0.5%). The metric that is closest to the consumer spending component of GDP--sales ex-autos, 

gasoline, building materials and food services--was up 0.5%, above estimates of +0.3%. 

 

Global Bonds 
 
US Treasury traded range with prices slightly sliding down amid more 

risk-taking despite international organizations downgrading global 

economic prospects and as talks of Fed rate hike in 2016 resumed. 

Friday last week saw profit-taking on the long-end following the 10-

year yield touching historical lows. The next days saw further decline 

as investment grade paper issuance in the US siphoned off demand 

for fixed income assets. Treasuries then took more beating on thin 

volumes amid renewed talk of at least one interest rate hike this year 

ahead of the FOMC meeting on July 28. Some losses were pared 

Thursday following the ECB meeting dampening European sovereign 

bonds and the US government’s sale of USD13Bn 10-year Treasury 

Inflation Protected Securities at a yield of 0.045%, the lowest yield 

since May 2013. 

 

Week-on-week, US Treasury yields rose by an average of 1.18 basis points, led by the 30-year bond which inched up by 3.85 basis 

points to 2.291% and the 10-year benchmark yield which increased by 2.04 basis points to 1.556%.  

 

 

 

 

 

 

 

 

US Treasury Yield Curve

Tenor 14-Jul 21-Jul  +/- bps

3m 0.310 0.310 -0.08

6m 0.412 0.422 1.01

2y 0.673 0.678 0.46

5y 1.096 1.094 -0.18

10y 1.536 1.556 2.04

30y 2.252 2.291 3.85



 

 

Currencies  

 
The dollar strengthened against major currencies on the back of 

positive data releases in the US like the better-than-expected existing 

home sales, housing starts, and retail sales; and the view that there is 

an increasing probability of the Fed resuming policy normalization. 

Thursday saw the euro recovering some strength as the ECB decided 

during its July meeting not to implement further easing measures. The 

yen weakened ahead of expectations of new stimulus from the BOJ 

during their meeting on July 29.  

 

The week ahead (July 25 – July 29) 

 

There may be cautious trading seen ahead of the July FOMC meeting in the US, which means trading volume will likely be lower. 

Markets will also anticipate the results of BOJ’s meeting. Next week is data rich with Eurozone and UK GDP estimates, German 

business climate survey, European sentiment indices, and the results of European bank stress testing.  

Currencies 

14-Jul 21-Jul % Change

USD/PHP 47.050 47.070 0.04%

EUR/USD 1.1104 1.1015 -0.80%

GBP/USD 1.3244 1.3185 -0.45%

USD/JPY 105.43 106.32 0.84%

AUD/USD 0.7645 0.7493 -1.99%

USD/CHF 0.9806 0.9870 0.65%

EUR/CHF 1.08882 1.08724 -0.15%

EUR/JPY 117.06 117.12 0.05%



 

Philippine Financial Markets 
 
The local equities market broke the 8,100 level during the middle of the week given close to USD1 billion in net inflows 
before slipping slightly back to the 8,000 level due to profit-taking. Local fixed income assets emerged stronger after week 
of volatile trading amid a 2.3 times oversubscribed BTr auction and a Php20 billion increase in BSP’s deposit facility. The 
USD/PHP pair traded sideways with a slight upward bias vis-a-vis the US dollar despite inflows in the local equities market 
as the safety of the dollar was highlighted in light of global uncertainties.  

Local Equities  

The local equities market breached the 8,100 level before profit-taking during 
the last trading day felled the market back to the 8,000 level as foreign money 
continued to flood the market. Investors continue to find attractive the strong 
macroeconomic fundamentals, expectations of strong household consumption 
growth, and potential for more infrastructure projects under the new 
administration, leading to a flow-driven rally in the equities market. In addition, 
OFW remittances managed to grow 2.9% YoY in May despite the stresses 
globally. BSP’s foreign exchange reserves remain strong, and are expected to 
cover around nine months of import cover. Despite the noise being faced by the 
telecommunication companies, most investors remain bullish on most listed 
Philippine companies, given the positive macroeconomic backdrop. 
  
Given the profit-taking, week-on-week, the PSEi ended flat, losing 4.71 points, or -0.05%, to close at 8,025.35. For the week, 
foreigners were net buyers at USD79 million. Year-to-date, net foreign inflows reached USD981 million. 
 

Holding Firms: 

 Aboitiz Construction Group, a subsidiary of the listed Aboitiz Equity Ventures, Inc. (PSE ticker: AEV), completed construction 

on feedmill expansion projects in Tarlac and Iligan city. The projects, owned by Pilmico Foods Corp., are hoped to be able to 

support the company’s rising sales, as it faces a market of growing demand from other segments such as poultry and 

gamefowl. 

 GT Capital Holdings Incorporated (PSE ticker: GTCAP) has received permission to incorporate Toyota Subic Inc., a joint 

venture with JBT Global Holdings Inc. The new company will serve as Toyota’s sales unit in Subic. This event reflects Toyota 

Motor Philippines’ aim to improve its business by making improvements such as introducing new car models to opening more 

dealerships; by the end of the year, Toyota is hopeful that there will be a total of at least 55 dealerships in the country. 

 Golden Arches Development Corp. (GADC), a subsidiary of Alliance Global Group, Inc., is confident that it will hit its 500-

store target this year. As of end-June, the company already opened 494 stores. The company plans to open another 400 

stores in 2017. 

Services: 

 The Philippine Competition Commission (PCC) says that PLDT and Globe wrongly interpreted rules, resulting in non-

compliance by both telco leaders. The PCC said it employs a unified procedures in determining compliance to requirements. 

Of the 61 notifications received by the commission, about one-fourth were insufficient and therefore not approved. ―Only 

PLDT and Globe refused to comply,‖ said PCC. 

 Philippine Long Distance Telephone Co. (PSE ticker: TEL) stated that it will establish a VITRO data center in Makati central 

business district next week, and another in Clark special economic zone soon. The telecommunications giant is aiming to 

construct its first data center in Mindanao within the next month. In total, the company would have invested about P 10 b in 

data centers nationwide by the end of 2017. The reason behind this investment is ―to support data-driven future enterprises 

and consumers to fully experience the benefit from the digital economy,‖ PLDT Executive Vice-President and ePLDT 

President and CEO Eric R. Alerto reiterated.  

 In a joint acquisition with the Philippine Long Distance Telephone Company (Ticker: TEL), Globe Telecom (ticker: GLO) 

started using 500 cell sites in Visayas and Mindanao. These cell sites, operating at a 2600 Megahertz frequency, were 

acquired from the telecommunication assets of San Miguel Corporation (ticker: SMC). The new sites will provide a faster, 

clearer, and more reliable internet connection to users in the area. 

 Tiger Resorts owner Kuzuo Okada is interested in bidding for international airports in the Philippines to expand investment in 

local tourism, said local partner Antonio Cojuanco. Cojuanco also said that the Okada Group os planning to develop other 

tourism-related projects in Palawan and Davao possibly in the next two years. At present, the first phase of Okada’s $4 billion 

integrated casino in Entertainment City is targeted to open late this year.  

15-Jul 22-Jul % Change

PSEi 8,030.06 8,025.35 -0.06%

Philippine  Stock Exchange  Index



 

Property: 

 Ayala Land, Inc. (Ticker: ALI) is looking at about Php3.9 billion sales from its third residential condominium tower in the 

upcoming recreation center, Circuit Makati. The company has invested around P2.5 billion to build the first tower of its 

newest project, Callisto. The two-tower condominium will have its studio units of 29 sq.m. priced at P4.3 million, while the 

three-bedroom residences of 119 sq.m. will start at P17.1 million. Turnover of units is expected to start in July 2022. 

 DMCI Holdings’ (PSE ticker: DMC) real estate arm, DMCI Homes’ Php3 billion Davao project named Verdon parc is 

estimated to be completed by 2022. The first building, housing 167 units, has already been 80% sold. Meanwhile, 

construction of the second building has just begun. Although buyers of condominiums in Davao have mostly been the 

families of OFWs, buyers from the BPO and tourism sector have increased in number; thanks to the growth in those 

industries. By 2020, BPO sector’s receipts are expected to match OFW remittances. 

 

Industrial: 

 Jollibee Foods Corp. (JFC) plans to open its store in Manhattan by the end of the year. Its strategic location, near the Port 

Authority Bus Terminal, is expected to attract many customers. This opening is in line with its expansion plans abroad and 

increase international revenue; currently, the ratio of revenue from domestic and international operations is at 20/80. The 

company also plans to continue its expansion plans in China, despite the territorial dispute in the South China Sea.  

 The possible partnership of San Miguel Corp (SMC) and Manila Electric Co. (MER) will have to wait after PSALM and South 

Premier Power Corp (SPPC), a subsidiary of SMC, have not yet reached agreement over the Ilijan Power Plant Contract. 

PSALM attempted to terminate the contract in 2015 but the local court issued an injunction in favor of SPPC. PSALM has 

now demanded outstanding generation payments of P7.8 billion. 

 ABOITIZ Renewables, Inc, a subsidiary of ABOITIZ Power Corp (Ticker: AP), issued default notices after Sun Edison filed for 

reorganization earlier in the year. The joint venture between the two companies formed San Carlos Power Inc. in 2014 for the 

purpose of developing solar power plants that generate a total capacity of 300 megawatts. Last March, San Carlos stated 

that it has already started supplying power to the Visayas region with the completion of the 59-megawatt solar power project 

in Negros Occidental. The project was accomplished before the March 15 deadline made by the Department of Energy for 

power developers to have access to the guaranteed tariff for each kilowatt-hour of electricity fed into the grid. 

Financials: 

 The long-term issuer default ratings (IDRs) of China Banking Corp. (China Bank), Philippine National Bank (PNB), Rizal 

Commercial Banking Corp. (RCBC), and Security Bank Corp. have been upgraded from ―BB― to ―BB+‖. The adjusted ratings 

have come in the light of steady economic growth and an improved operating environment, which has also been upgraded to 

―bb+‖ from ―bbb-―. Although the asset quality of the four banks are expected to be maintained, China Bank, RCBC, and PNB 

are more vulnerable to downgrading because of their relatively weak asset quality; ratings downgrades may occur as a result 

of weakening earnings or asset quality. Fitch also recommends that stricter regulations be implemented in order to avoid 

money laundering cases. 

  



 

Philippine Bond Market  
 
Local fixed income assets emerged stronger after week of volatile trading 
amid a 2.3 times oversubscribed BTr auction and a Php20 billion increase 
in BSP’s deposit facility. Search for yields continue to drive prices up with 
the short-term papers leading the rally. News of robust level of foreign 
currency reserves and resilient OFW remittances reinforced positive 
sentiment towards the country’s economy and its growth prospects.  
 
Yields fell across the curve, resulting in an average of decline 32.2 basis 
points. The short-end fell the largest, by 52.5 basis points; followed by the 
long-end, down 43.8 basis points; and the belly by 10.3 basis points.  
 
Philippine Peso  
 

The USD/PHP pair traded sideways with a slight upward bias vis-a-vis the 

US dollar. Although the local equities market saw almost USD1 billion in net 

inflows from foreign investors, the US dollar strengthened given uncertainty 

in other major economies and given positive economic data releases in the 

US during the week. Week-on-week, the peso weakened by 2 centavos or 

+0.04% and closed at the Php47.07 level to a dollar. 

 

 Budget Secretary Diokno said that the government will consider hybrid PPPs wherein the private sector will oversee 

operations while the government does the construction. He said that such model harnesses the private sector’s efficiency 

in operations and the government’s ability to get cheaper funding thru official development assistance. Building on PPP’s 

achievements, Socioeconomic Planning Secretary Pernia said that the Duterte administration targets to roll out 17 PPP 

projects by end-2017. 

 With the steady increase in the central bank’s gold holdings and gains from foreign exchange operations, the country’s 

forex generated an all-time high $85.28 billion in June. BSP Governor Amando Tetangco Jr. cited that the increase of the 

country’s gross international level (GIR) is caused by the revaluation of BSP’s gold holdings surrounded by the continued 

increase in the price of gold in the world market as well as the central bank’s foreign exchange operations. This year, 

Tetangco anticipates the GIR hitting $82.7 billion equivalent to nine months import cover. He mentions that despite the 

volatility of the global markets, the Philippines seems to endure these shocks courtesy of recent developments in both US 

and Japan. 

 Local oil firms will implement another price rollback, effective tomorrow (July 19). Gasoline prices and diesel prices will be 

reduced by Php0.55 per liter and Php0.75 per iter, respectively. These figures were in line with the expectations of the 

Department of Energy (DoE), given the low prices of oil abroad and relatively strong Philippine peso last month. 

 OFW cash remittances grew 2.9% YoY in May to US$2.19 billion. Despite stresses in the global economy, remittances 

continue to grow due to positive deployment numbers (Jan - May @ 211,799). YT-May cash remittances amounted to 

Php10.86 billion, up by 2.9% YoY.  

 

The week ahead (July 25 – July 29) 

 

Next week, expect the local equities market to be driven by fund flows, data releases locally and globally, and the influx of 2Q16 

earnings releases from domestic corporations. There may be cautious trading seen ahead of the July FOMC meeting in the US, 

which means trading volume will likely be lower. Expect local fixed income assets to benefit should data releases abroad spark risk-

off sentiment. The peso could weaken if talks of Fed rate hike will be fueled.  

T enor 15-Jul 22-Jul  Change

1m 1.75 1.58 -18

3m 1.81 1.70 -10

6m 1.87 1.38 -49

1y 2.89 1.57 -132

2y 2.37 2.32 -5

3y 3.20 3.05 -15

4y 3.30 3.06 -24

5y 2.85 2.85 0

7y 3.46 3.44 -2

10y 4.44 3.19 -125

20y 3.93 3.86 -7

25y 5.25 5.25 0

Average -32.2

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


