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Global Financial Markets 
 
Global equities fell amid weak corporate earnings and a mixed bag of economic data points from the US. Consequently, 
US Treasury prices rallied as investors sought safe-haven assets. The greenback traded sideways relative to the Euro all 
week given the spate of mixed US economic data leading up the critical US non-farm payroll result Friday morning (US 
time). 
 

Global Equities 
 

Global equities ended marginally lower 
as investors reacted to a number of 
disappointing corporate earnings results 
from across the globe, and as investors 
remained cautious ahead of the closely-
watch non-farm payrolls report. A 
continued slump in oil prices likewise 
weighed down on market sentiment.  

In the US, share prices were dragged by 
last Friday’s data release, which showed 
that labor cost increased the least in 33 
years, further muddying the interest rate 
outlook. Disappointing earnings also 
contributed to the overall bearish tone, 
with investors likewise shying to the 
safety of Treasuries ahead of the NFP 
results.  

 
European stocks bucked the global 
trend as corporate earnings results in 
the Euro Stoxx were stronger than their 
Wall Street counterparts. Moreover, 
news that the Bank of England would 
keep interest rates on hold for now 
boosted sentiment.  
 
Asian equities mirrored losses in Wall Street as investors moved with caution amid China’s continued stock rout. Some positive 
corporate earnings results scattered across the region did help mitigate the losses, but negative sentiment ultimately prevailed.  
 
Week-on-week, the MSCI World index slid 0.40%. European equities bucked the trend with a 1.13% gain, while the Asia-Pacific ex-
Japan index dropped by -0.75%. The Dow Jones Industrial Average and the S&P 500 both fell 1.16% and 0.42%, respectively.  
 
Economic data released for the week were mixed, especially in the US where investors saw very weak labor cost growth but better-

than-expected jobless claims data.  
 

 Last July, the US services sector grew at the fastest pace in a decade. The Institute for Supply Management’s non-

manufacturing purchasing managers’ index (PMI) jumped to 60.3, well over the market estimate of 56.2 and June’s 56.0. 

This was also the highest reading since August 2005.  

 The US trade gap widened by 7% in June to US$43.8 billion, more or less in line with the market estimate of US$43 billion, 

as imports climbed and exports continued to fall. Imports rose 1.2% due to higher demand for consumer goods, particularly 

pharmaceutical items and industrial supplies, including crude oil. Auto imports were likewise the highest on record. Exports 

mostly fell due to lower demand for capital goods.  

 US factory orders recovered in June, as orders for manufactured goods spiked 1.8%, meeting the market estimates 

following May’s 1.1% decline. Orders for transportation equipment jumped 9.3% as aircraft bookings rose 65.4%. Orders 

for non-defense capital goods excluding aircraft rose 0.7%.  

 US factory activity dipped in July while consumer spending grew sluggishly. The Institute for Supply Management 

announced that its national factory index fell 52.7 last month from 53.5. The Commerce Department said consumer 

spending rose a mere 0.2% after a 0.7% rise in May.  

 US construction spending grew slightly in June, edging up 0.1% MoM, to an annual rate of USD 1.065 trillion. Public 

construction spending rose 1.6%, highway construction spending climbed 1.2%, and educational construction increased 

0.2%. However, private construction spending declined 0.5%. 

30-Jul-15 06-Aug-15 % Change

MSCI World 1,759.77 1,752.67 -0.40%

MSCI Europe 134.27 135.79 1.13%

MSCI Asia-Pacific ex-Japan 447.99 444.61 -0.75%

Dow Jones Industrial Average 17,745.98 17,540.47 -1.16%

S&P 500 2,108.63 2,099.84 -0.42%
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 US labor costs posted the smallest uptick since 1982 in 2Q15. According to the employment-cost index, workers’ wages 

and benefits edged up by a seasonally adjusted +0.2% QoQ, lower than the market estimate of +0.6%. This followed 

1Q15’s +0.7% gain. Private sector compensation did not increase for the first time ever.  

 Consumer sentiment fell in July, according to the University of Michigan’s final sentiment index. The index fell to 93.1, 

lower than the market estimate of 94.0, following the preliminary reading of 93.3 from June’s 96.1. According to Richard 

Curtin, chief economist at the survey, “A disappointing pace of economic growth was the main reason for the small decline 

in consumer confidence,”  

 

 
Global Bonds 
 

US Treasury yields saw declines this week as investors reacted to US 

economic data releases and weakening oil prices. Prices rallied across the 

curve earlier in the week following the release of weak Employment Cost 

Index report (inched up 0.2% in 2Q) and the unexpected decline in ISM’s 

manufacturing index (52.7 in July from 53.5 in June). Mid-week, the 

release of data showing the surge in the U.S. service sector in July caused 

prices to decline as investors took it as confirmation of a possible rate hike 

within year. However, prices quickly rebounded as traders positioned 

ahead of the release of the July non-farm payrolls data. Moreover, the 

multi-month lows in oil prices, which reduced inflation fears, contributed to 

the upswing in long-dated Treasury prices. 

 

Week-on-week, two-year yields fell by 4.19 basis points to 0.585%, while ten-year yields dropped by 6.12 basis points to 2.321%.  

 

Currencies  

 
The greenback traded sideways relative to the Euro all week given the spate of 

mixed US economic data leading up the critical US non-farm payroll result 

Friday  

 

morning (US time). The US Dollar ended last week on a softer note, following 

the Fed's decision to leave monetary policy untouched for yet another month. 

This week, the greenback started on strong footing vis-a-vis the Euro despite 

mixed US economic results and good Eurozone data. PCE Index, personal 

income and spending rose in the US while manufacturing and construction fell 

or stayed flat, in Europe, meanwhile, regional PMI was the highest, at 52.4, 

since 2008. On Tuesday, hawkish comments by Fed Atlanta President Dennis 

Lockhart indicating that a September Fed liftoff is appropriate failed to keep the 

EUR/USD pair from trading flat towards the non-farm payroll result on Friday. Mid-week, the US Dollar again appreciated on US 

services index reaching a 10-year high of 60.3 in July, offsetting weak private payroll numbers (ADP) which disappointed fell 22% 

month-on-month and was 25,000 jobs short of consensus target of 210,000 for July. On the eve of the non-farm payrolls result, 

strong buying interest for the greenback was generated on optimism that the figure would beat expectations of 225,000 jobs. Week-

on-Week the EUR/USD pair fell 0.62 US cents, or -0.56%, to close at the 1.0922 level. 

 

The week ahead (August 3 –August 7) 

 

This week, markets were largely driven by corporate earnings results. However, with these mostly done, all eyes will once again be 

on US economic data releases, especially as market players begin to anticipate a possible rate hike by next month. Due out for the 

coming days are non-farm payrolls, US retail sales and Chinese exports data. Equities could trade with a slight upward bias 

following this week’s drop, especially if the NFP figures come out weaker than expected. For next week, we expect the EUR/USD 

pair to move sideways in range-bound trading given the lack of market moving developments, save, possibly, for US retail sales. 

Our trading range for the week is 1.085-1.095.  

US Treasury Yield Curve

Tenor 30-Jul 6-Aug  +/- bps

3m 0.000 0.010 1.02

6m 0.097 0.076 -2.05

2y 0.627 0.585 -4.19

5y 1.632 1.586 -4.59

10y 2.382 2.321 -6.12

30y 3.187 3.120 -6.62

Currencies 

31-Jul 7-Aug % Change

USD/PHP 45.740 45.740 0.00%

EUR/USD 1.0984 1.0922 -0.56%

GBP/USD 1.5622 1.5523 -0.63%

USD/JPY 123.89 124.74 -0.68%

AUD/USD 0.7308 0.7377 0.94%

USD/CHF 0.9663 0.9831 -1.71%

EUR/CHF 1.06193 1.07366 -1.09%

EUR/JPY 136.08 136.24 -0.12%



 

Philippine Financial Markets 

Local equities ended slightly lower this week due to the underwhelming corporate earnings results. Yields fell on average 
week-on-week following benign inflation data for the month of July. The Peso traded sideways with an upward bias,vis-a-
vis the US Dollar, for most of the week before eventually closing the week flat. Early in the week, the Peso traded strong 
on the uneventful and expected outcome of the Fed's FOMC meeting last week. 

 
 
Local Equities  
  
The PSEi ended the week lower due to the underwhelming 1H corporate 
earnings results. Initially, the index experienced a rally as big caps such as 
MPI, SMPH, and GLO reported encouraging 2Q results. Mid-week, June 
inflation data came out at 0.8% which were taken positively for equities. This 
attracted foreign investors back to the local market with net foreign flows 
reaching Php1.4 billion on Wednesday. However, the strong run-up was 
capped easily as investors considered it a way of locking-in profits. Moreover, 
large household names, URC and JFC, which released earnings today were 
not that promising triggering a sell-off yet again.  
 
Week-on-week, the PSEi lost 17.48 points, or -0.23%, to close at 7,532.52. Foreigners were net sellers at Php319.67 million. 
 
Property: 

 
 Consolidated first half 2015 net income for SM Prime Holdings, Inc. (PSE Ticker: SMPH) climbed to Php18.7 billion from 

Php9.8 billion, up 90%. Removing the effect of one-time trading gains on the sale of marketable securities, SMPH’s 
recurring income from January to June of 2015 rose by 15% year-on-year to Php11.2 billion.  
 

 Ayala Land, Inc. (PSE Ticker:ALI) posted a net income of Php8.39Bn for the 1H of 2015, up 19% from Php7.05Bn 
recorded in the previous year. Consolidated revenues increased by 10% to Php50.61Bn driven by the strong revenue 
gains of its real estate business which grew by 10% year-on-year to Php47.43Bn.  ALI’s property development and 
commercial leasing registered a Php31.85Bn and Php11.40Bn revenues, respectively while its wholly-owned construction 
and property management unit generated a combined revenue of Php19.90Bn. 

 
Conglomerates: 
 

 Metro Pacific Investments (PSE Ticker: MPI) reported core net income of Php5.9 billion, up 27% year-on-year. Meanwhile, 
its reported net income attributable to shareholders increased by 31% year-on-year to Php5.6 billion for the first half of 
2015. Despite persistent regulatory challenges on tariff setting and further delays in the expansion of their roads network, 
the company expects to post Php10 billion in core net income this year.  
 

 LT Group-owned (PSE ticker: LTG), Philippine Airlines (PAL) announced that it will operate non-stop flights between Cebu 
and Los Angeles as it expands route operations to the United States starting March 15, 2016. This will bring the flag 
carrier’s frequencies to the United States from 35 to 38 weekly. 
 

 MPCALA Holdings Inc., a subsidiary of Metro Pacific Investments Corp. (PSE ticker: MPI), said it may start ahead of 

schedule on building the Php35.42-billion Cavite-Laguna Expressway (CALAX), even if the government has to deliver the 

necessary right of way. According to MPCALA’s authorized representative, the expressway’s progress depends on the 

right of way approved by the government as it has been noted under the toll concession table that ROW delivery is 

projected to be completed in 24 months. 

 

 The largest listed company by market capitalization, SM Investments Corporation (PSE ticker: SM) reported a 10% 

increase in net income to Php13.5 billion during the first half of the year. Removing extraordinary items, recurring profit 

grew faster at 13%. SM recorded Php138.9 billion of consolidated revenues, 6% higher than last year's Php130 billion. The 

property business, SM Prime Holdings, led the growth, expanding by 15% and contributing 42% of the conglomerate's 

income. This was followed by its banking arms, BDO and Chinabank, and retail segment, contributing 38% and 20% 

respectively. 

 

Telecommunications: 
 

 Globe Telecom (PSE Ticker: GLO) reported a net income of Php8.7 billion for the first half of 2015, a 27% increase against 
the same period of the previous year. Moreover, the telecom’s mobile subscriber base increased by 5.7 million, up 13% 
year-on-year, to 48.4 million. In the first half of the year, Globe spent around Php11.4 billion in capital expenditures to 
support its growing subscriber base and its corresponding demand for data.  
 

31-Jul 7-Aug % Change

PSEi 7,550.00 7,532.52 -0.23%

Philippine  Stock Exchange  Index



 

 Philippine Long Distance Telephone Company (PSE Ticker: TEL) reported a 5% decline in core net income from Php19.8 

billion in the first six months of 2014 to Php18.9 billion in the same period this year. The drop in income was brought by the 

2% fall in consolidated revenues and higher financing costs. The management cited that the shift in consumer preferences 

continued to hurt their legacy businesses. As such, TEL aims to be the consumers' preferred digital services provider by 

widening their offering of digital products. 

Financials: 
 

 Philippine National Bank (PSE ticker: PNB) posted their 1st half earnings yesterday as their profits were up by 12%, year-

on-year, to Php3.5 billion. This was lead on the back of higher interest earnings, treasury gains and asset sale. The Lucio 

Tan-led company announced that their strong performance was driven by an increase in their sustained growth from the 

bank's core business as net interest income increased 10%, y-o-y, while fee-based and other income, not including 

treasury related income, rose by 19%. 

 

 China Bank Corporation (PSE Ticker: CHIB) posted their first half corporate earnings yesterday with a net profit increase 

by up to 14% year-on-year to Php2.51 billion. This was on the back of higher loan volume and improved margin that 

boosted their interest earnings. Return on equity (ROE) for the SM-led bank was at 8.67% while their return on assets 

(ROA) was at 1.06%. 

Mining: 

 

 The country’s largest mining company, Nickel Asia Corporation (PSE ticker: NIKL), has now fully acquired Geogen Corp., 

which NiHAO Mineral Resources has the right to operate starting in 2012, on a Php694 million deal for an Isabella nickel 

mine, making its mark in the Northern Luzon region. The Isabella nickel mine has 89.89 million dry metric tons (DMT) of 

nickel as of April 2013. 

 

 

 

Philippine Bond Market  
 
In the local fixed income space, yields of local government securities were 
mixed despite benign inflation data for the month of July. CPI came in at 
0.8%, in-line with the consensus estimate. However, the figure was the 
lowest in over 2 decades and brought the YTD average inflation figure to 
1.9%, below the BSP’s 2-4% target for the year.  
 
Week-on-week, yields rose by average by an average of 2.8 basis points. 
The short-long-ends of the curve fell 0.22 and 8.19 basis points, 
respectively, while the belly rose by 11.86 basis points.  
 
On Monday, the Bureau of the Treasury’s debt sale received strong 
demand as the T-bill auction was nearly three times oversubscribed. The 
91-day, 182-day and 364-day tenors yielded an average of 2.078%, 
2.333% and 2.552%, respectively, with only the 364-day paper not fully 
awarded. Note that yields on the 91-day and 182-day papers were both 
lower than in the previous auction, while the yield of the 364-day paper 
was higher.  

 
 
Philippine Peso  
 
The Peso traded sideways with an upward bias, vis-a-vis the US Dollar, for most of the week before eventually closing the week 

flat. Early in the week, the Peso traded strong on the uneventful and expected outcome of the Fed's FOMC meeting last week. The 

BSP also signaled that low inflation in July (at 0.8%), as part of a broader disinflation trend, would not merit a policy rate or reserve 

ratio requirement cut. On Tuesday, the Peso rallied again as Australia also decided not to raise interest rates, given the fall in 

commodity prices, upon which its economy depends, and employment. Mid-week, the Peso began to weaken first on hawkish 

comments by Fed Atlanta Chief Dennis Lockhart that US economic conditions make a September lift-off likely. Then, on the eve of 

critical US non-farm payrolls being released, investors flocked back into the greenback on expectations that the actual figure could 

be ahead of consensus' 225,000 jobs. The Peso rebounded by Friday, though, on news that Philippine Gross International 

Reserves (GIR) declined less than expected to USD 80.43 Bn. Week-on-week, the PHP/USD pair remained completely unchanged 

at the 45.74 level. 

T enor 31-Jul 7-Aug  Change

1m 1.94 3.16 122

3m 2.40 1.85 -54

6m 2.67 2.05 -62

1y 2.29 2.23 -7

2y 2.60 3.14 54

3y 3.05 3.04 -1

4y 3.74 3.71 -3

5y 3.86 3.87 1

7y 4.08 4.15 8

10y 4.19 4.22 3

20y 4.65 4.38 -28

25y 4.02 4.02 0

Average 2.8

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

 Department of Budget and Management (DBM) Budget Secretary Florencio Abad said that additional boost to public 
spending is expected as the government plans to release Php278.4 billion in unspent portion of the national budget, 
carried over from 2014 and previous years, in the second half of 2015. The unused funds to be released will be on top of 
the Php2.56 trillion 2015 budget.  
 

 Government expenditures grew by 17.47% year-on-year to Php236.25 billion in June this year, 24% higher than the 
Php190.75 billion program for the month. However, total government expenditures for the first half of the year is still 14% 
below target. Meanwhile, government revenues increased 18% against the same period last year. 
 

 The Philippine Statistic Authority (PSA) released the country’s inflation rate, which slowed to 0.8% in July, hitting a new 
record low in two decades. This is on the back of declines in the prices of most commodities including food, energy, and 
oil. The year-to-date rise in consumer prices averaged at 1.9%, which is below the government’s 2-4% target for 2015. 
 

 According to the Bureau of the Treasury, the national government's projected debt may increase by 9% and will possibly 
reach a total of Php6.216 trillion by the end of 2015, compared to Php5.701 trillion incurred the previous year. The 
borrowings, mostly in the local market, will continue to fund the country's annual budget deficit. 

 

 

The week ahead (August 10 – August 14) 

We expect the PSEi to trade between 7,450 and 7,600 with the corporate results remaining to be the main catalyst. Nonetheless, 
significant economic data overseas may also move the local market. The bond market is expected to continue to move sideways as 
investors are expected to take a cautious stance ahead of the non-farm payrolls report and anticipation of a possible September 
Fed rate hike. This week, expect the USD/PHP pair to move sideways in range-bound trading given the lack of market moving 
developments save, possibly, for US retail sales. Our trading range for the week is 45.60-45.80. 


