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Global Financial Markets 
 
Global equities declined as all eyes were on disappointing 2Q corporate earnings in Western markets. Consequently, 
longer-tenored US Treasury prices rose as demand for safe-haven assets increased. The greenback weakened relative to 
the Euro week-on-week as investors took positions amid the second quarter earnings season. 
 
Global Equities 
 

Global equities fell as companies reported 
disappointing 2Q earnings in the United States and 
Europe. Western equities declined the most, while 
Asia saw more stability, mostly on the back of China 
posting consistent gains throughout the week since 
its precipitous drop last month. 

The US stock market declined for most of the week, 
as investors focused on 2Q corporate earnings, 
which largely disappointed in many of the largest 
blue-chip stocks. Google posted the single largest 
one-day gain of 16.3% for a stock. However, declines 
in commodities capped later gains from other better-
than-expected earnings. The latter part of the week 
saw disappointments from Microsoft, in part from its 
losses from its Nokia handsets, causing a 3.7% slide. 
Apple revised its 4Q forecast below consensus 
estimates, depressing the tech sector's outlook. 3M, 
American Express, and Caterpillar also reported 
disappointing earnings. 

Investors across the Atlantic also focused on 
corporate earnings. European equities posted a 
week-on-week decline due to similarly disappointing 
results. Apple’s suppliers ARM Holdings and German chip-maker Dialog Semiconductor saw corresponding drops to Apple’s 
decline to the tune of -6.6% and -0.62%, respectively. 

In the Asia-Pacific region, equities saw less volatile movement, mostly due to a stabilizing Chinese stock market and prevailing risk-
off sentiment from disappointing corporate earnings in Western equities. 
 
Week-on-week, the MSCI World index dropped -1.07%. European equities saw a 1.86% drop while the Dow and S&P 500 dropped 
1.49% and 0.48%, respectively. The MSCI Asia-Pacific ex-Japan dropped 0.93%. 
 
Economic data released for the week were quite strong, especially in existing home sales and jobless claims, but the subdued 

inflation figure, far from the 2% year-end target inflation, weakened the argument of an improving economy. 

  

 The June US inflation print came out in line with estimates, with the Consumer Price Index rising a seasonally adjusted 

0.3% MoM and 0.1% YoY. On the other hand, the price index for personal consumption expenditure rose 0.2% YoY. Core 

inflation grew 0.2% MoM, while food prices rose 0.3%, shelter prices increased 0.3%, and gasoline prices hiked 3.4%. 

 Construction of U.S. homes jumped in June. Housing starts increased 9.8% MoM, primarily driven by multi-family housing 

units, which grew 29.4%. The new construction of buildings with more than five units rose 28.6%, while new applications 

for building permits grew 7.4%. These growth rates are heavily influenced by the surge of construction activity in New York 

City in June just before the tax incentives for multi-family developments were scheduled to expire. 

 Home resales in the U.S. reached its highest level in eight and a half years and prices have reached a new high in June. 

The National Association of Realtors reported that existing home sales increased 3.2% MoM, the strongest level since 

February 2007. Distressed property sales composed 8% of the market, while the total housing inventory at the end of June 

rose 0.9%. 

 Jobless claims fell 26,000 to a seasonally adjusted 255,000, over an expected 278,000 -- its lowest level since 1973. The 

number of continuing unemployment benefit claims dropped 9,000 to 2,207,000 over an estimated 2,233,000. 
  

16-Jul-15 23-Jul-15 % Change

MSCI World 1,781.91 1,762.80 -1.07%

MSCI Europe 137.42 134.86 -1.86%

MSCI Asia-Pacific ex-Japan 463.30 458.99 -0.93%

Dow Jones Industrial Average 18,120.25 17,851.04 -1.49%

S&P 500 2,124.29 2,114.15 -0.48%
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Global Bonds 

  

US Treasury prices for longer-dated maturities escalated as disappointing 

earnings soured sentiment for stocks and the sell-off in  commodities, 

namely in crude oil, copper and gold, pushed further the demand for safe-

haven assets. Lower than expected jobless claims data for the week ended 

July 18 came out but brought only temporary upward movement in yields as 

investors are waiting for the FOMC meeting next week regarding the nearing 

Fed rate hike. 

  

Week-on-week, two-year yields jumped by 3.90 basis points to 0.694% while 

the ten-year yields fell 8.26 basis points to 2.268%. 

 

Currencies  

 
The greenback weakened week-on-week against the Euro. The weakness is 

generally attributed to positive news that the Greek parliament signed off on 

the second set of reforms requested by the country’s creditors. Investor 

sentiment towards the dollar was further dampened by disappointing US 

corporate earnings reports, which may indicate weaker GDP figures. 

Nonetheless, the dollar is expected to strengthen in the short-term given 

positive data on US jobless claims, which turned out much better than 

expected at 255K, and expectations of interest rate differentials, as the Fed 

prepares to raise rates within 2015. The Euro strengthened 1.42% week-on-

week to close at 1.0984. 

 

 

The week ahead (July 27 – July 31) 

 

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

in Greece. Global market players are expected to continuously track developments in the US amid the second quarter earnings 

season, as well as the upcoming FOMC meeting and the release of the second quarter GDP print. 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 16-Jul 23-Jul  +/- bps

3m 0.015 0.031 1.53

6m 0.102 0.127 2.55

2y 0.655 0.694 3.90

5y 1.653 1.633 -1.98

10y 2.350 2.268 -8.26

30y 3.109 2.967 -14.16

Currencies 

17-Jul 24-Jul % Change

USD/PHP 45.250 45.380 -0.29%

EUR/USD 1.0830 1.0984 1.42%

GBP/USD 1.5600 1.5514 -0.55%

USD/JPY 124.09 123.99 0.08%

AUD/USD 0.7371 0.7347 -0.33%

USD/CHF 0.9615 0.9596 0.20%

EUR/CHF 1.04145 1.05392 -1.18%

EUR/JPY 134.38 136.18 -1.32%



 

Philippine Financial Markets 

Local equities marginally rose this week as market participants moved ahead of the second quarter earnings season. 
Yields fell on average week-on-week, primarily in light of bargain hunting following recent rallies in yields. Meanwhile, the 
Philippine Peso weakened relative to the greenback as investors began taking positions ahead of the FOMC meeting next 
week. 

 
 
 
Local Equities  
  
The PSEi marginally increased this week due to investors positioning 
themselves before the 2Q2015 earnings season as well as increased investor 
confidence amidst receding concerns over the Greek debt crisis. The highest 
gains came from the Services and Property sectors. Market breadth was mostly 
positive throughout the week. 
 
Week-on-week, the PSEi rose 13 points, or +0.17%, to close at 
7,630.13. Foreigners were net sellers at Php 1.75 billion. 
 
Holding Firms: 

 AC Energy Holdings, Inc., a subsidiary of Ayala Corporation (PSE ticker: AC), has plans on expanding their renewable 
energy projects with the use of more hydropower assets. AC Energy’s CEO John Eric T. Francia disclosed that the 
government has plans on privatizing the hydropower assets thus becoming attractive prospects to companies such as AC. 
It would AC Energy more diversified with their renewable energy venture that would be an asset and not an independent 
power producer administration. 

  
Mining and Oil: 

 The Deparment of Energy ordered the suspension of Semirara Mining Corporation’s (PSE Ticker: SCC) operations in 
Caluya, Antique following the collapse of a portion of the Panian pit last Friday. The landslide, which claimed the lives of at 
least nine workers, is the second accident occurring on SCC’s mine site after the 2013 incident in the western portion of 
the Panian pit. 

 
 Given the landslide incident that led to the death of nine miners, the Department of Environment and Natural Resources 

(DENR) is looking to suspend the environmental compliance certificate (ECC) issued to the Semirara coalmine project. 
Meanwhile the cease-and-desist order (CDO) earlier issued will remain in effect until the firm implements approved 
mitigation measures. 

  
Consumer: 

 RFM Corporation (PSE ticker: RFM) has stated that it will be pre-terminating its outstanding Php252 million long-term loan 
this week. This is because of a stronger cash flow. The company announced that net income also grew 11% to Php472 
million in 1H2015. The company also paid an earlier balance of Php280 million in May. 

  
Conglomerates: 

 San Miguel Corporation (PSE ticker: SMC) is looking to raise PHP 33.5 billion through three new tranches of preferred 
shares. Proceeds from the sale will be used towards the redemption of PHP 54 billion worth of Subseries 2-A preferred 
stock which will become callable by September of this year. The issuance of new stock is expected to start by August 14. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

17-Jul 24-Jul % Change

PSEi 7,617.13 7,630.13 0.17%

Philippine  Stock Exchange  Index



 

Philippine Bond Market  
 
On the local fixed income space, yields of local government securities 
generally fell with a huge increase in the 2-year tenor. The upward 
movement in treasuries commenced at the start of the week in light of 
bargain hunting following recent rallies in yields. Average yields continued to 
fall throughout the week, with a slight uptick by Friday as investors took 
profits and  
 
Week-on-week, yields fell on average by 6.4 basis points. The short-end 
rose by 0.6 bps, while the bellt and the long-end fell by 15.0 bps and 1.4 
bps, respectively. 
 
 
Philippine Peso  
 
The Peso weakened against the US dollar week-on-week as market players 

moved ahead of the FOMC meeting next week and the second quarter 

earnings season in the Philippines. By the end of the week, the local 

currency lost 0.29%, to close at 45.380. 

 

 As worries over the El Niño season persist, the Philippines could be 
importing more rice to prepare for the potentially poor harvest. This year, rice imports have already reached 750,000 
tonnes from Vietnam (550,000 tonnes) and Thailand (200,000 tonnes). The NFA was recently granted permission to import 
another 250,000 tonnes if the dry weather conditions worsen. 

 
 The Philippine government is encouraged to open more sectors to foreigners due to the decline inflow of foreign direct 

investments (FDIs) into the country. The Bangko Sentral ng Pilipinas data showed that in the first four months of the year, 
net FDI plunged by 48.3% and in April alone, FDIs fell by 43%. From January to April this year, net equity capital 
investments decreased by 50.5%, equity placements fell by 61.6%, while withdrawals similarly reduced by 77.4% 

 
 The Bangko Sentral ng Pilipinas (BSP) reported an 8.3% increase in the total resources of the Philippine financial system 

to P14.1 trillion by the end of March 2015 compared to that of March last year. This provides banks with a buffer against 
external shocks brought about by the stock market collapse in China and the debt crisis in Greece. 

 
 According to the Department of Budget and Management (DBM), Philippine infrastructure spending increased by 3% in 

May 2015 to Php115.8 billion, as compared to the Php112.3 billion in the same month last year. This is amid the 
improvements in the utilization of funds by various agencies. 

 
 The Bangko Sentral ng Pilipinas (BSP) reported a balance of payments (BOP) surplus of $485 Million for June, a big 

turnaround from the deficit incurred on May. BSP attributed the surplus to higher cash remittances and gains from the 
Business Process Outsourcing (BPO) sector.  

  
 

The week ahead (July 27- July 31) 

We expect the PSEi to trade between 7,531 and 7,731 with an upward bias. We expect US economic data releases, including the 
US GDP and consumer sentiment prints, 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 as investors are expected to take a cautious stance ahead of next week’s 
FOMC meeting and US 2Q GDP release. For next week, we expect the USD/PHP pair to trade range-bound as investors move 
ahead of the Philippine corporate earnings season. 

T enor 17-Jul 24-Jul  Change

1m 2.00 2.00 0

3m 2.02 2.02 0

6m 2.71 2.73 2

1y 3.18 3.18 0

2y 3.49 2.68 -81

3y 3.06 3.04 -2

4y 3.76 3.75 0

5y 3.87 3.88 1

7y 4.05 4.13 8

10y 4.35 4.38 3

20y 4.58 4.51 -7

25y 4.02 4.02 0

Average -6.4

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


