
 

August 24, 2015 
   
  
Global Financial Markets 
 
Global equities ended lower amid mixed trading and continued caution over the situation in China. US Treasury yields 
likewise dropped following the release of the July FOMC meeting, which contained no mention of a September rate hike. 
The US Dollar closed last week on a high note, coming off the optimism of recently released, positive US economic data 
and sustained those gains through to middle of the current week. 
 

Global Equities 
 

Global equities once again ended on a 
downtrend amid mixed trading as 
investors continued to fret over China 
and as caution overtook the markets 
ahead of the July FOMC meeting 
minutes release.  

In the US, share prices closed 
marginally higher following mostly 
stronger housing data during the week. 
Prices were mostly unchanged even 
after the release of the latest FOMC 
meeting minutes, which suggested that 
the central banks was “fast 
approaching” the point of rate hikes, 
though possibly not in September. 
According to the latest FOMC meeting 
minutes, conditions for an interest rate 
increase are "approaching" though not 
at hand. The July 28-29 meeting 
minutes included no mention of any 
plan in September. Moreover, “most 
FOMC members” judged that the 
conditions for policy firming had not yet 
been achieved, but noted that 
conditions were approaching that 
point. Meanwhile, “some participants 
expressed the view that the incoming 
information had not yet provided 
grounds for reasonable confidence that inflation would move back to 2% over the medium term and that the inflation outlook thus 
might not soon meet one of the conditions established by the [Fed] for initiating a firming of policy.”  
 
European equities meanwhile took a hit following weak economic data from the region (weaker-than-expected flash Euro-zone GDP 
estimates,) and declining commodity prices. The drop was somewhat tempered by progress in the latest Greek debt negotiations 
and a handful of positive corporate earnings results.  

 
Meanwhile, Asian shares were dragged by continued negative sentiment on China and sector-led weaknesses in some of the local 
bourses.  
 
Week-on-week, the MSCI World index slid 0.94%. European equities declined by 0.65%, and the Asia-Pacific ex-Japan index 
dropped by -1.82%. The Dow Jones Industrial Average and S&P500 index ended slightly higher, up 0.63% and gaining 0.52%, 
respectively.  
 
Economic data released for the week were mostly positive, though investors focused more on the FOMC meeting minutes release.  

 US producer prices were up 0.2% last July following June’s 0.4% rise. However, market consensus had pegged it to rise at 

just 0.1%. This marked the third straight month of increase, though inflation pressures remain benign against a backdrop of 

lower oil prices and strong dollar. On an annual basis, producer prices were down 0.8% following June’s 0.7% decline. 

This is the sixth straight year-over-year decline for the index. 

 Industrial production in the US advanced 0.6% in July following a downwardly revised increase of 0.1% last June, 

according to the Federal Reserve. The gain in output reflected a 0.8% increase in factory production which was spurred by 

a 10.6% surge in motor vehicle output that more than offset the decline in June. 

 For the month of August, the National Association of Home Builders/Wells Fargo Market index showed that US 

homebuilder sentiment rose to its highest level since November 2005. The index rose to 61 from 60 in July, meeting the 

12-Aug-15 19-Aug-15 % Change

MSCI World 1,742.42 1,726.01 -0.94%

MSCI Europe 129.75 128.91 -0.65%

MSCI Asia-Pacific ex-Japan 429.76 421.93 -1.82%

Dow Jones Industrial Average 17,402.51 17,511.34 0.63%

S&P 500 2,086.05 2,096.92 0.52%
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market estimate. According to NAHB Chief Economist David Crowe, the report was consistent with their forecast for 

gradual strengthening of the single-family housing sector in 2015.  

 Manufacturing activity in New York contracted for the third time in five months during August, tumbling to the lowest since 

April 2009. The New York Federal Reserve’s Empire State general business conditions fell to -14.92, much lower than the 

market estimate of +4.5 from +3.86 in July.  

 US housing starts data for July came in at 1.206 million (+0.2% MoM), higher than what economists expected and near an 

eight-year high. June's figures were also upwardly revised to 1.20 million units from the previously reported 1.17 million-

unit pace. 

 New applications for building permits, meanwhile, declined 16.3% to 1.1 million. 

 US consumer prices rose for a sixth consecutive month in July. The consumer price index inched up by a seasonally 

adjusted 0.1% month-on-month, lower than the market estimate of +0.2%. Not including the food and energy index, core 

prices were also up 0.1%, lower than the market estimate of +0.2%. On an annual basis, the CPI was up 0.2% and the 

core index was up 1.8%. Price increases were led by rising housing costs. 

 

 

 
Global Bonds 

 

US Treasury yields dropped week-on-week as markets inferred that the 

highly anticipated series of rate hikes may not start as soon as September. 

This was after the release of data showing frail manufacturing activity in New 

York, which raised concerns that the weakness may weigh on broader US 

economic growth indicators. Furthermore, the recently released minutes of 

the July FOMC meeting contained no mention of any plans to raise interest 

rates in September. “Most FOMC members” judged that the conditions for 

policy firming had not yet been achieved, but noted that conditions were 

approaching that point. 

 

Week-on-week, two-year yields declined by 0.77 basis points to 0.657%, while ten-year yields dropped by 2.24 basis points to 

2.126%.  

 

Currencies  

 
The US Dollar closed last week on a high note, coming off the optimism of 

recently released, positive US economic data and sustained those gains 

through to middle of the current week. The greenback strengthened vis-a-vis 

the Euro last Friday on more good news than bad by way of US industrial 

production and the producer price index beating consensus estimates of 

0.3% and 0.1% year-on-year, respectively, printing at 0.6% and 0.2% (higher 

motor vehicle output and core input prices). This more than offset 

disappointing US consumer sentiment which saw the index (U Michigan) 

register a 92.9, below consensus of 93.5. Past the weekend, the US Dollar 

traded sideways with an upward bias starting Monday when robust US 

housing/home construction data supported the positive economic print from 

last week. The NAHB/Wells Fargo Housing Market Index met the consensus score of 61, otherwise investors continued to wait and 

see if Greece would pay its debt to the ECB and for the release of last week's FOMC minutes. Mid-week, the greenback rallied 

again despite yet another indecisive FOMC meeting, given that the minutes contained slightly hawkish allusions to "approaching" 

conditions that will finally justify Fed interest rate liftoff. The minutes cautioned, however, that risks external to the American 

economy such as Chinese economic slowdown, too strong a US Dollar and falling commodity prices, could potentially derail 

normalization of monetary policy. The EUR/USD pair traded flat with a slight upward bias, rising only 0.05 US Cents, or 0.04%, to 

close mid-week at the 1.1119 level. 

 

The week ahead (August 24 –August 28) 

 

This week, markets were largely driven by the FOMC meeting minutes release, economic data from the US and continued concerns 

on China. Moving into next week, global equities could recover amid month-end portfolio rebalancing, though over-all sentiment is 

still expected to be subdued given falling commodity prices and the looming potential September rate hike. For next week, expect 

the EUR/USD to trade sideways within the 1.10-1.16 range owing to the anticipation of US 2Q GDP print later in the week.    

US Treasury Yield Curve

Tenor 12-Aug 19-Aug  +/- bps

3m 0.096 0.041 -5.56

6m 0.219 0.219 0.00

2y 0.665 0.657 -0.77

5y 1.522 1.500 -2.18

10y 2.148 2.126 -2.24

30y 2.840 2.815 -2.44

Currencies 

13-Aug 20-Aug % Change

USD/PHP 46.150 46.500 0.76%

EUR/USD 1.1114 1.1119 0.04%

GBP/USD 1.5626 1.5623 -0.02%

USD/JPY 124.52 123.99 -0.43%

AUD/USD 0.7337 0.7286 -0.70%

USD/CHF 0.9792 0.9649 -1.46%

EUR/CHF 1.08829 1.07300 -1.40%

EUR/JPY 138.40 137.87 -0.38%



 

 

Philippine Financial Markets 

The local equities market retreated as a continuation of last week's sell off due to the devaluation of RMB and the 
underwhelming 2Q earnings. Local bond yields fell on average week-on-week as investors remained mostly sidelined 
ahead of the bond swap schedule soon to be announced. The Peso started the week on a soft note and continued to 
depreciate throughout the shortened holiday week on sentiment regarding US Fed liftoff and broad regional weakness vis-
a-vis the greenback. 
 
Local Equities  
  
The local equities market was continued to be sold-off, breaching the 7,300 
level on Friday's close as the risk off sentiment prevailed among emerging 
markets. The devaluation of RMB has become a bigger concern to investors 
as they contemplate on what the effects of the strong dollar and weak peso 
would be to the local companies. Moreover, with the conclusion of the 
earnings season locally, which proved to be slower than expected, investors 
have now turned to the release of 2Q GDP. However, more signs of a softer 
economic growth such as weak exports have earlier come out, adding 
concerns to the reasonableness of the PSEi's high premium.   
 
Week-on-week, the PSEi lost 129.46 points, or 1.75%, ending the week at 7,278.98. Foreigners were net sellers at Php2.43 billion. 
 
Property: 
 

 Megaworld Corp. (PSE ticker: MEG) announced that it will open 21 additional shopping malls in the next five years so as to 
expand its recurring income. The company said that by the fourth quarter of this year, it will launch three new malls in Fort 
Bonifacio including a full-scale flagship mall (Uptown Place) and a dining mall (Uptown Parade) with a combined gross floor 
area of 110,000 sqm. By early 2016, MEG will launch the Festive Walk Mall in Iloilo and the Southwoods City Mall in Biñan, 
Laguna. These efforts are aimed to triple its gross floor area to 1.2 million sqm by 2020 from the current 304,000. 

 

 Ayala Land Inc. (PSE ticker: ALI) announced that it is investing Php12.5 billion to build more office buildings in its mixed-use 
development of Nuvali in Laguna. They said that they plan to double the size of their office spaces from 31,000 sqm to 
60,000 in five years. It will boost its retail spaces from 50,000 sqm to 60,000 sqm. ALI’s Nuvali estate accounted for 15% of 
ALI’s net asset value and 20% of its revenues between 2009 and 2014.  
 

 Filinvest Land, Inc. has raised a full Php8 billion from the sale of fixed-rate bonds. The funds will be used mainly for new 
residential projects as well as bigger retail and office space. FLI exercised the Php3 billion over-allotment option of the Php5 
billion bond offering, which ended last Friday. The bonds will be listed on the PDEx on August 20, 2015. The 7- and 10-year 
bonds sold will be due in 2022 and 2025, respectively.  

 

Industrials: 
 

 GT Capital Holdings, Inc. (PSE ticker: GTCAP) reported net income of Php5.6 billion during the first half of the year. This was 
equivalent to a 42% increase in the Php4.0 billion net earnings posted in the same period last year. Consolidated revenues 
rose from Php66.2 billion to Php74.3 billion. The company attributed the robust performance to the brisk sales of Toyota 
cars. Toyota was able to sell 57,717 vehicles which translated to a Php5.1 billion of net income, up 69% from last year’s 
Php3.0 billion. Meanwhile, its banking arm, Metrobank, reported a 30% increase in core earnings while its real estate 
subsidiary, Federal Land, recorded a decline of 4.17%. 

 
Services: 
 

 International Container Terminal Services Inc. (PSEi Ticker: ICT) raised USD450 million from an issuance of perpetual bonds 
priced at par to yield 5.5% per annum. ICTSI has the option to call or redeem the bonds by 2021 or otherwise pay a higher or 
“step-up” rate.  

 
 
Conglomerates: 
 

 GT Capital Holdings, Inc. (PSE ticker: GTCAP) reported net income of Php5.6 billion during the first half of the year. This was 
equivalent to a 42% increase in the Php4.0 billion net earnings posted in the same period last year. Consolidated revenues 
rose from Php66.2 billion to Php74.3 billion. The company attributed the robust performance to the brisk sales of Toyota 
cars. Toyota was able to sell 57,717 vehicles which translated to a Php5.1 billion of net income, up 69% from last year’s 
Php3.0 billion. Meanwhile, its banking arm, Metrobank, reported a 30% increase in core earnings while its real estate 
subsidiary, Federal Land, recorded a decline of 4.17%. 

14-Aug 20-Aug % Change

PSEi 7,408.44 7,278.98 -1.75%

Philippine  Stock Exchange  Index



 

 

 Gokongwei-led JG Summit Holdings Inc. reported first half net earnings of Php13.43 billion, 4.4% higher than last year's 
Php12.86 billion. Core net income after taxes rose 33% to Php14.09 billion due to the strong operations of its transport arm, 
Cebu Air, Inc. It grew by 63% as it benefited from the substantial reduction in fuel prices. Its petrochemical business also 
contributed significantly as it resumed commercial operations last November. Universal Robina Corp., Robinsons Land Corp. 
and Robinsons Bank Corp. contributed net income of Php6.31 billion, Php2.96 billion and Php64.72 million, respectively. JG 
Summit's consolidated revenues surged by 26.7% from Php89.88 billion to Php113.84 billion. 

 

 DMCI Holdings, Inc. (PSEi Ticker: DMC) reported a 28% increase in its consolidated net income to Php6.6 billion in the first 
half of the year on the back of strong profit contributions of the company’s real estate, power, nickel mining, and water 
distribution businesses. Most of its subsidiaries posted net income expansions except for D.M. Consunji, Inc., whose 
earnings declined by 44% due to slowdown brought about by right-of-way and utility relocation issues. 

 

 

Philippine Bond Market  

 
In the local fixed income space, sideways trading was observed amid the 
shortened workweek. Traders were also cautious ahead of the FOMC 
meeting minutes, though the lack of clarity did little to affect bond yields.  
 
On Tuesday, these was some selling pressure prior to the auction, but 

bargain-hunting towards the end of the session supported bond prices. The 

newly issued 5-year bonds garnered an average rate of 3.39%, 9 bps higher 

than the previous 5-year auction. The bonds were fully awarded (Php25 

billion), and the auction was a little over 2x oversubscribed. 

 
Week-on-week, yields declined by average by an average of 8.3 basis points. 
The short, belly and long-end of the curve fell 17.16, 4.79 and 2.47 basis 
points, respectively. 
 
 
 
Philippine Peso  
 
On Monday, the Peso depreciated relative to the US Dollar as part of a broader sell-off and as the date of the September FOMC 

meeting approaches- with consensus split as to an earlier or later Fed liftoff, some took long positions on the US Dollar ahead of the 

release of the FOMC meetings. Robust US housing and home construction data only supported the optimism backing the 

greenback and, coupled with sustained net foreign selling of local equities, led the Peso to fall again. Mid-week, foreigners promptly 

bargain-hunted in our market, causing the USD/PHP pair to recover briefly despite the buying interest a day ahead of the release of 

the FOMC minutes. By the end of this truncated week, the Peso resumed its slide relative to the US Dollar, depreciating once again 

on the market's read of the FOMC minutes' language and tone. The minutes, which resulted in yet more indecision, did concede 

that conditions that justify Fed "lift-off" are "approaching" despite stopping short of a definitive September hike. Indications the BSP 

would monitor the situation and intervene, if necessary, limited the Peso's decline. The USD/PHP pair rose 35 centavos, or 0.76%, 

to close this holiday week's trading at the 46.50 level. 

 

 Data from the Bureau of the Treasury showed that gross borrowing for the month of June rose by 33% compared to last 

year after the national government received part of a World Bank (WB) loan. The government borrowed Php35.48 billion 

last June as external borrowing jumped to Php14.96 billion from Php519 million, mainly due to the Php13.51 billion that the 

government received as part of the Philippines’ third development policy loan with the WB. Borrowing in June brought the 

YTD total to Php186.25 billion, up 7% from a year earlier. 

 

 The Bangko Sentral ng Pilipinas (BSP) released data showing 6.1% growth in cash remittances of Filipino migrant 

workers, beating consensus estimates of 5.4% and prior period’s 5.8% actual growth. The total cash transfers in June, 

amounting to USD2.18 billion, is in line with the historical trend of mounting remittances on the months preceding the 

holidays. 

 

 

 

 

T enor 13-Aug 20-Aug  Change

1m 3.23 2.17 -106

3m 1.88 2.18 30

6m 2.00 2.20 19

1y 2.12 2.00 -12

2y 3.02 3.10 7

3y 2.94 2.96 1

4y 3.59 3.64 5

5y 3.85 3.36 -49

7y 3.98 4.09 11

10y 4.23 4.26 3

20y 4.56 4.46 -11

25y 4.02 4.02 0

Average -8.3

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

The week ahead (August 24 – August 28) 

This week, the local market was still mostly driven by the devaluation of RMB and local corporate earnings. Next week, we expect 
the PSEi to trade between 7,150 to 7,325 with a downward bias. We expect the local GDP numbers to be the main driver of the 
market next week. Local bond prices are expected move slightly lower amid continued risk-off sentiment towards Emerging 
Markets. Expectations of a possible Fed rate hike by September may also dampen demand for local bonds. For next week, expect 
the USD/PHP to trade sideways with an upward bias within the 44.40-44.70 range owing to the anticipation of US 2Q GDP print 
later in the week. 


