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Global Financial Markets 
 
Global equities fell over corporate earnings and continuing woes over the China’s puzzling stock market. Consequently, 
US Treasury prices slumped following the July FOMC meeting and the release of the US 2Q GDP figure. The Euro 
weakened relative to the US Dollar week-on-week as investors priced in expectations of a Fed rate hike within the year. 
 
Global Equities 
 

Global equities ended marginally lower as investors 
feared that the Chinese sell-off could spiral beyond local 
Chinese markets and as market players factored in US 
and Europe corporate earnings and economic data 
releases. 

Wall Street saw mixed results for the week as a number 
of 2Q corporate earnings results were released again. 
US equities were affected due to China reaching its 
largest day drop since 2007, declining by over 8 percent 
due to weaker-than-expected manufacturing data, 
tumbling commodity prices, and disappointing corporate 
earnings. US equities rebounded mid-week due to 
better corporate results although the week ended flat on 
the back of mixed corporate earnings coming from P&G, 
Facebook, and Whole Foods Markets as well as 
positive 2Q GDP. 

 
European equities started the week on a decline on the 
back of lackluster corporate earnings and a sharp fall in 
Chinese markets, but slightly recovered towards the latter part of the week as corporate earnings reports turned positive. 
 
Most Asian equities fell during the week as concerns over China’s stock rout prevailed. Poor corporate earnings and disappointing 
manufacturing activity in China also provided downwards pressure. However, Asian markets slightly rebounded by the end of the 
week on the back of good corporate earnings from blue chip companies like Nintendo and Hitachi.  
 
Week-on-week, the MSCI World index slid 0.17%. European equities saw a 0.44% drop while the Dow and S&P 500 both hiked 
0.11% and 0.31%, respectively. The MSCI Asia-Pacific ex-Japan fell 2.40%. 
 
Economic data released for the week were mixed, especially in the US where investors faced weaker-than-expected new home 

sales report, sliding consumer confidence index, and a positive US GDP figure. 
 

 New home sales for the month of June have dropped 6.8% month-on-month from the actual surveyed of 548k to 482k, the 

lowest since November 2014. Despite the drop from the newly built single-family homes, US factory activity recorded a 

slight improvement from the market surveyed. Markit US Manufacturing Purchasing Managers’ Index (PMI) increased to 

53.8 from market estimation of 53.6. 

 Reports from the US Commerce Department showed that durable goods orders, a gauge of business investment plans in 

the United States, grew higher than expectations in June, mainly fuelled by an increase in transportation orders. Headline 

orders rose 3.4%, slightly higher than the 3.2% estimate, and the -1.8% registered the month prior. 

 The US consumer confidence index dropped to 90.9 in July from a downwardly revised 99.8 in June, its lowest level since 

September 2014, predominantly due to the Greek debt crisis, China’s sell-off, and volatility in Wall Street. Consumption 

expectation for the next six months likewise slumped to 79.9 from 92.8 in June, its lowest level since February 2014, 

reflecting less optimism over the labor market and lingering uncertainty in the financial markets. 
 Contracts for the purchase of previously owned houses in the U.S. unexpectedly fell in June. The National Association of 

Realtors indicated that the index of pending home sales declined 1.8% MoM, to a seasonally adjusted 110.3. Pending 

sales slightly increased 0.4% and 0.5% in the Northeast and in the West, respectively. Meanwhile, pending sales in the 

Midwest and the South dropped 3%. 

 US economic growth accelerated in the second quarter on the back of strong consumer spending that offset the drag in 

lackluster business spending on equipment. 2Q GDP rose an annualized 2.3% (vs. an expected 2.6%), while 1Q results 

were revised to 0.6% gain versus previous figure of 0.2%. 

 Data from the US Department of Labor showed that jobless claims increased from last week's four-decade low. For the 

week ended July 25, the number of Americans applying for first-time unemployment benefits inched up 12,000 to a 

seasonally adjusted 267,000 (mkt est: 270,000), with the four-week moving average dropping 3,750 to 274,750. On the 

other hand, continuing claims for the week ended July 18 firmed 46,000 to 2.26Mn (mkt est: 2.21Mn). 

23-Jul-15 30-Jul-15 % Change

MSCI World 1,762.80 1,759.77 -0.17%

MSCI Europe 134.86 134.27 -0.44%

MSCI Asia-Pacific ex-Japan 458.99 447.99 -2.40%

Dow Jones Industrial Average 17,731.92 17,751.39 0.11%

S&P 500 2,102.15 2,108.57 0.31%
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US Treasury Yield Curve

Tenor 23-Jul 30-Jul  +/- bps

3m 0.031 0.066 3.56

6m 0.127 0.148 2.03

2y 0.694 0.728 3.33

5y 1.633 1.620 -1.31

10y 2.268 2.259 -0.88

30y 2.967 2.943 -2.44

Currencies 

24-Jul 31-Jul % Change

USD/PHP 45.490 45.740 -0.55%

EUR/USD 1.0984 1.0955 -0.26%

GBP/USD 1.5508 1.5573 0.42%

USD/JPY 123.81 124.25 -0.35%

AUD/USD 0.7282 0.7273 -0.12%

USD/CHF 0.9629 0.9629 0.00%

EUR/CHF 1.05723 1.05475 0.24%

EUR/JPY 135.98 136.11 -0.10%

 

Global Bonds 
  

Two-year US treasury yields nearly reached its highest level for the year 

after GDP data for the 2nd quarter showed economic growth picked up by 

an annual rate of 2.3%. 2Q GDP data also sent prices of 10-year bonds to 

decrease but was offset by the rebalancing of track indexes at the end of the 

month. Investors also responded to the Fed’s more hawkish statement 

following the July FOMC meeting this week and as 2Q GDP figure for the 

US was seen as generally positive. The fresh supply of two-year notes also 

contributed to the decline in treasury prices.  

  

Week-on-week, two-year yields rose by 3.33 basis points to 0.728% while the ten-year yields fell 0.88 basis points to 2.259%. 

 

Currencies  

 
The US Dollar strengthened this week against the Euro amid growing 

expectations of a Fed rate hike this year.  The week started with a weak 

dollar against the Euro as the US housing data disappointed and investors 

waited on the sidelines ahead of the FOMC meeting last July 29. The dollar 

is still expected to strengthen as investors continue to expect the first Fed 

rate hike to occur this year. Moreover, the potential monetary policy 

loosening by the ECB as a result sustained low inflation may exert 

downward bias against the Euro in the coming weeks.  

 

The week ahead (August 3 –August 7) 

 

This week, markets were still largely driven by the FOMC meeting, US economic data releases—particularly the 2Q GDP, corporate 

earnings releases in the US and the Eurozone, and news on Chinese equities. Global market players are expected to continuously 

track developments in the US amid the second quarter earnings season, as well as news on China’s stock market. For next week, 

we expect the EUR/USD pair to trade within a tight range, as market closely watches US economic data releases and speaking 

engagements by key Fed officials. 

  



 

24-Jul 31-Jul % Change

PSEi 7,665.52 7,550.00 -1.51%

Philippine  Stock Exchange  Index

Philippine Financial Markets 

Local equities dropped this week primarily due to generally weak corporate earnings results. Yields fell on average week-
on-week following BSP Governor Tetangco’s comments on the direction of monetary policy in the Philippines. Meanwhile, 
the Philippine Peso weakened relative to the greenback as investors weighed the Fed’s non-committal comments about a 
possible rate hike to come by September. 

 
 
Local Equities  
  
The PSEi dropped this week as investors factored in the first round of 2Q 
corporate earnings releases, most of which were in-line or below consensus 
estimates. The weakest performing sector was the Property sector followed by 
the Financials. Market breadth was mostly negative throughout the week. 
 
Week-on-week, the PSEi lost 115.52 points, or -1.51%, to close at 
7,550. Foreigners were net sellers at Php 3.15 billion. 
 
Property: 

 Ayala Land Inc. (PSE ticker: ALI) is expected to complete its new shopping mall in Legazpi, Albay to be completed by 
December. The project is currently a joint-venture with Bicol’s LCC Group. The Php1.6 billion mall will be named the 
Liberty City Center and will rise on 1.4 hectares of land. It will be able to accommodate 200 stores, four cinemas, and an 
atrium. 

 
 Ayala Land Inc. (PSE ticker: ALI) intends to invest up to Php 30 billion over the next five years to establish a series of Seda 

hotels across the Philippines. The Ayala group has hotels located in Bonifacio Global City, Cagayan de Oro City, Davao 
City, Sta. Rosa, and a fifth to open in Iloilo in September. The Seda hotel chain is expecting to expand to between 4,000-
6,000 rooms over the next seven to eight years. 

 
 Ayala Land Inc. (PSE ticker: ALI) has ventured into a joint project with Puregold Price Club in order to put up a new 

grocery chain called “Merkado Supermarket”. Both companies are expected to invest a total of around Php 2 billion over 
the next four to five years. The very first branch of Merkado Supermarket is set to launch in UP Town Center this Friday.  

 
Financials: 

 Rizal Commercial Banking Cor. (PSE ticker: RCBPM) plans to raise up to Php 10 billion by issuing peso-denominated 
long-term negotiable certificate of deposits (LTNCD). This will be a part of its liability management exercise and for the 
bank’s expansion efforts. However, the public offering for the deposit certificates will still depend on the approval of the 
BSP. 

 
Conglomerates: 

 Aboitiz Equity Ventures, Inc. (Ticker: AEV) reported to have an 18% decline in net income for the first half due to its power 
subsidiary's slump in profit. The company's consolidated net income for the first half of 2015 amounted to P7.8 billion 
compared to last year's P9.5 billion in the same period. Aboitiz's core net income fell by 9% year-on-year.  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Philippine Bond Market  
 
In the local fixed income space, yields of local government securities fell across the 
curve, primarily as investors reacted to the FOMC meeting and economic data 
releases from the US. At the start of the week, market participants were cautious 
ahead of Wednesday's FOMC meeting, causing yields to rise. However, yields 
retracted during the week following BSP Governor Tetangco’s comments on the 
need for prudent policies to protect the low-inflation environment while maintaining 
economic growth. Low yields were further supported by the lower-than-expected 2Q 
US GDP print. 
 
Week-on-week, yields dropped on average by 8.5 basis points. The short-end fell 
the most, dipping by 15.9 bps, while the belly and the long-end slid by 3.9 bps and 
5.1 bps, respectively. 
 
Philippine Peso  

 
The Peso continued to weaken against the US dollar week-on-week as investors 

weighed the Fed’s non-committal comments about a possible rate hike to come by 

September. By the end of the week, the local currency lost 0.48%, to close at 

45.740. 

 

 The Bangko Sentral ng Pilipinas (BSP) reported that gross non-performing loans (NPLs) of big banks was practically 
unchanged. Gross NPL ratio, which is the ratio of loans nearing default to total loans, for big banks did not move as much 
from 1.95% in March to 1.96% in April. The NPL ratio has been retained below 2% for the past six months as the BSP 
continues to monitor the loan quality and soundness of the banking system. 

 
 According to the Department of Budget and Management, government spending is expected to increase to 12.4% year-on-

year in the second quarter of 2015. This would put public spending for 2Q15 at Php 567.82 billion. However, this is still 
below the initial projection of Php 669.4 billion.  

 
 According to the Department of Budget and Management (DBM), the Philippine government is expecting to increase 

spending on infrastructure next year. Under the national budget, public infrastructure spending is expecting to hit Php 
766.5 billion. This is 35% higher than 2015’s public spending allocation of Php 569.9 billion.  

 
 Despite the shutdown of certain remittances firms abroad, cash OFW remittances in May rose to USD 2.09 billion or 5.8% 

year-on-year. According to the Bangko Sentral ng Pilipinas, this is mostly due to the sustained demand for Filipino 
manpower overseas. In the entire 1Q15, cash remittances reached a total of USD 9.9 billion, 5.4% more than it was in 
1Q14. 

 
 According to the Department of Finance (DOF), government subsidies to state-owned corporations increased 180% in the 

first five months of 2015. It was reported at Php 9.02 billion, as compared to the same period last year’s Php 3.22 billion. 

Most of the subsidies went to non-financial government firms, with a total of Php 6.16 billion.  

 

The week ahead (August 3 – August 7) 

We expect the PSEi to trade between 7,427 and 7,631 with a downward bias due to post month-end rebalancing. We expect 
Chinese government’s reaction to the recent Chinese equities rout and US economic data releases, including the manufacturing 
PMI and non-farm payrolls, to be the main drivers 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 the inflation print. For next 
week, we expect the USD/PHP pair to trade range-bound as investors move ahead of economic data and corporate earnings 
releases. 


