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Global Financial Markets 
 
Global equities rallied this week, as investors took positions as investors were apportioned with a mixed bag of economic 
data releases, news, and corporate earnings releases. Meanwhile, US Treasury prices fell due to the disappointing US 
economic data releases.  Meanwhile, the US dollar slightly depreciated against the euro due to generally weaker-than-
expected results in the US.  
 
 

Global Equities 
 

Global equities edged higher this 
week as investors dealt with volatile 
oil price movements and news on the 
Greek – European Union debt 
negotiations. For the week, US share 
prices were mostly driven by 
economic data releases, corporate 
earnings results, movement in oil 
prices, and any developments on the 
Greek bailout program. US equities 
rebounded this week, as the market 
recovered from a softer-than-
expected 4Q GDP figure following 
news that the Greek finance minister 
unveiled plans to end the Greek debt 
stand-off and as oil prices rebounded. 
Markets focused on positive 
sentiment regarding aforementioned 
economic news and potential 
mergers and acquisitions over less-
than-stellar economic data releases 
such as the weaker-than-expected 
ISM Manufacturing data and the non-
farm private payrolls figure.  

Meanwhile, investors in the European 
market dealt with mixed economic 
news and data releases in the region. 
Initially, European equities fell due to 
negative economic data released in 
Germany—specifically a negative inflation print, the first since 2009. European markets then recovered following positive sentiment 
on news that the situation between Greek and their European creditors was encouraging. Mid-week, markets also moved upwards 
buoyed by strong corporate earnings results. Just before the week ended, the European Central Bank suspended the eligibility of 
Greek sovereign debt as collateral for its liquidity operations beginning next week. Following the announcement, investors chose to 
stay on the sidelines citing the need for further clarity on the situation between Greece and its creditors.  
 
Asian shares were also up in light of the RBA cutting benchmark interest rates and the PBOC reducing the reserve requirement ratio, 
as both easing measures further injected liquidity into the market. 

 

Week-on-week, the MSCI World index advanced 1.99%, as all markets ascended led by the US, with both the Dow Jones Industrial 
Average and the S&P500 climbing 1.47% and 1.00%, respectively. The Asia Pacific region mirrored movements in Wall Street, as 
the MSCI Asia Pacific ex-Japan rose 1.23%. Meanwhile, European equities still gained momentum despite the volatile situation in its 
one of its peripheral economies, as the MSCI Europe moved up by 1.03%. 

Economic data were mixed throughout the week. US results showed a slower-than-expected Q4 GDP growth, declining orders for 
US factory goods, increase in trade deficits and initial jobless claims during the week, but the US services sector continued to 
expanded. 

 US Q4 GDP growth expanded at just a 2.6% annualized rate (vs. 3.0% mkt. est.), half the pace of the 5.0% growth 
during Q3, as soft business spending (-19%) and a larger trade deficit countered the fastest pace of consumer spending 
(+4.3% YoY) since 2006. 

 
 

29-Jan-15 05-Feb-15 % Change

MSCI World 1,693.81 1,727.49 1.99%

MSCI Europe 125.70 126.99 1.03%

MSCI Asia-Pacific ex-Japan 476.13 481.99 1.23%

Dow Jones Industrial Average 17,416.85 17,673.02 1.47%

S&P 500 2,021.25 2,041.51 1.00%
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 Reports from the US Commerce Department showed that new orders for US factory goods fell for a fifth straight month 
in December. New orders for manufactured goods dropped 3.4%, weaker than market estimates of a 2.4% decline, as 
demand fell across a broad range of industry. Meanwhile, a key barometer of business confidence and spending plans 
dropped 0.1%-- which is still a much better result than the 0.6% decline in November. Other notable figures from the 
report indicated that unfilled orders at factories declined 0.8% (first negative reading in 10 months) and a 0.2% gain in 
shipments of non-defense capital goods orders excluding aircraft. 
 

 The Institute for Supply Management’s (ISM's) non-manufacturing purchasing managers index improved to 56.7 (vs. 
Mkt est: 56.4), higher than the 56.5 registered in December, which reflect solid expansion of U.S. services sector. 
Comments from ISM members are "mostly positive and/or reflect stability about business conditions." 

 

 
 Initial jobless claims increased by 11,000 to a seasonally adjusted 278,000 (vs. mkt est of 290k) in the week ended Jan. 

31. The four-week moving average for claims fell by 6,500 to 292,750 while the number of people filing continuing claims 
for benefits edged up by 6,000 to 2.4 million (vs. Mkt est: 2.4 million) for the week ended Jan. 24.  
 

 The European Central Bank (ECB) suspended the eligibility of Greek sovereign debt as collateral for its liquidity 
operations, starting on February 11. The Governing Council decision is based on its assessment that a successful 
conclusion of the program review is unlikely. Bloomberg also reported that Greece's refusal to accept more bailout loans 
may result in a cash crunch as early as March 2015. 
 
 

Global Bonds 

 

US Treasury prices ended mixed, with yields of short-term securities rising 

and yields of longer tenor issuances falling as economic data releases point 

to an improving US economy. The US GDP release was better than 

expected, with combined 2Q and 3Q growth being the highest in over a 

decade. Week-on-week, the 2-year benchmark yield was up 0.71 basis 

points to 0.516%, while the 10-year benchmark yield fell 9.26 basis points 

to 2.245%. 

 

 

 

Currencies  
 

The Euro rebounded against the dollar for the week due to the poorer-than-

expected economic results in the US. This offset the increased uncertainty 

in the Eurozone as the ECB revoked the eligibility of Greek sovereign debt 

as collateral for its liquidity operations. The Euro appreciated by 1.39% to 

close at 1.4448 from 1.1291 the week before. 

 

 

 

The week ahead (February 9 – February 13) 

 

Market movements this week were driven by mixed economic data releases globally, the uncertainty in the Greek financial system, 

and corporate earnings results. For the week, we expect investors of global equities to remain on the sidelines ahead of developments 

on the Greek- euro zone debt negotiations front and economic data releases in the US, specifically next week’s US non-farm payrolls. 

US Treasury prices may continue to fall next week as the stand-off between Greece and the ECB remain. Prices will also be likely 

affected by US data releases on Friday such as the unemployment rate and the non-farm payrolls. Poor Eurozone results next week 

and/or surprise to the upside in the US non-farm payrolls may lead to higher volatility on the EUR/USD pair with downward bias. 

 

 

US Treasury Yield Curve

Tenor 29-Jan 5-Feb  +/- bps

3m 0.005 0.005 0.00

6m 0.061 0.056 -0.51

2y 0.516 0.520 0.40

5y 1.270 1.304 3.38

10y 1.751 1.820 6.92

30y 2.315 2.432 11.70

Currencies 

30-Jan 6-Feb % Change

USD/PHP 44.080 44.140 -0.14%

EUR/USD 1.1291 1.1465 1.54%

GBP/USD 1.5060 1.5330 1.79%

USD/JPY 117.49 117.28 0.18%

AUD/USD 0.7762 0.7832 0.90%

USD/CHF 0.9202 0.9234 -0.35%

EUR/CHF 1.03917 1.05880 -1.85%

EUR/JPY 132.65 134.46 -1.35%
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Philippine Financial Markets 

The local equities market soared on strong corporate earnings results and mixed data overseas. On the local fixed income 
space, bond prices rallied due to the robust demand in last Monday’s T-bill auction. Meanwhile, the Philippine peso 
depreciated on risk-off sentiment due to the uncertainty in the Eurozone and defensive stance of investors ahead of US non-
farm payrolls release next week.   
 
 
Local Equities  
 

The local equities market soared to record high levels this week, as market 
participants reacted to mixed news and data overseas and positive corporated 
earnings results locally. The PSE index endsd with its eight record high this 
week, as investors mirrored movements in Wall Streeet and as key index names 
reported stronger-than-expected earnings results. Week-over-week, the PSEi 
gained 0.50% to close at 7,728.18. For the week, foreign investors were net 
buyers at Php 9.05 billion.  
    

Holding Firms 

     Kirin Holdings Company Ltd., co-owner of San Miguel Brewery Inc., plans to bring its non-alcoholic beverage products 
into the Philippine market. Keisuke Nishimura, senior director of Kirin Holdings, said that the Company plans to 
moderately introduce its beverage lineup in the Philippines through SMB. The Company cited that despite the growing 
beer market, which SMB owns 96% market share, the move to tap into the soft drinks business makes sense for the 
Company so as to utilize many platforms of the current beer business.  

 
    San Miguel Purefoods Co. Inc. (PF) completed its acquisition of biscuit company La Pacita from previous owner 

Felicisimo Martinez and Co. Inc. The deal was first announced in November 2014 following the Intellectual Property 
Rights Transfer Agreement signed by both parties.  

 
The government has cleared the award for the operation and maintenance contract for the Subic-Tarlac Expressway 

(SCTEX) to the Metro Pacific Group. Arnel Casanova, president of the Bases Conversion and Development Authority 
(BCDA) announced that the notice of the award has been approved and the final contract would be ready next month. 
Recall that in 2008, the BCDA awarded Manila North Tollways Corporation a business and operating agreement of the 
SCTEX for 28 years until 2043. However, President Aquino ordered the recent price challenge after two rounds of 
negotiations between the BCDA and MNTC yielded no consensus on a revenue sharing scheme acceptable to the 
government. 

  
Services 

Globe Telecom Inc. announced that it has entered into a strategic partnership with a Japanese firm in order to tap into 
the growing Filipino community in Tokyo. Globe Senior Vice President Rizza Maniego-Eala said the partnership with 
Brastel Telecom will essentially offer reloadable calling cards thereby strengthening the Philippine Company’s position 
in the Japanese market. The reloadable calling card program was developed for the over 250,000 overseas Filipinos in 
Japan and promises to offer favorable calling rates to Globe and Touch Mobile in the Philippines. 

 
 
 In a disclosure, Puregold Price Club Inc. (Ticker: PGOLD) said it acquired nine supermarkets from NE Inc., a Nueva 

Ecija-based retailer. The chain of supermarkets are located in various places across Luzon. PGOLD says these stores 
will increase the net selling area of the company and make it the dominant retailer in Nueva Ecija. The company had 
planned to spend P5.5 billion in capex this year to open new stores and acquire supermarket operations that tailor the 
lower income demographic. 

 
 

Transportation 

 International Container Terminal Services, Inc. (ICTSI), the Philippines’ biggest private port operator, has taken full 
ownership of the Victoria International Container Terminal, Ltd. (VICT) thereby being the sole operator of the terminal 
in Melbourne, Australia. ICTSI increased their stake in the Melbourne terminal by 10%, as they acquired Anglo Ports’ 
stake valued at AUD 750,000. The lease concession in the Melbourne port extends to 2040.  
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Philippine Bond Market  
 
On the local fixed income space, bond prices rose primarily due to the strong 
demand in the T-bill auction last Monday. The Bureau of the Treasury sold 
Php20Bn in T-bills, with total tenders reaching Php48.1Bn. The oversubscription 
was mainly driven by the demand for the 91-day T-bill which was more than three 
times oversubscribed at Php25.9Bn.  
  
Week-on-week, yields fell by 8.7 basis points. The short-end of the curve lost the 
most, falling 22.2 basis points, followed by a 3.1 basis point drop in the long-end 
and a 1.3 slide in the belly week-on-week. 
  
Philippine Peso  
 
The peso fluctuated during the week despite the low inflation results during Q4 

2014, due to swings in oil prices, the Greece debt situation uncertainty in the 

Eurozone, and weaker than expected US economic data during the week. The 

peso ended slightly down against the dollar as investors stayed defensive ahead 

of the US non-farm payrolls next week. The Peso shed 7 centavos during the 

week to close at 44.150. 

 Data from the Philippine Statistics Authority showed that over a million jobs were created domestically in 2014. Employment 

was up year-on-year by 1.02 million, or 2.8%, to 37.3 million. On a per sector basis, the industry sector registered the fastest 

employment growth rate at 4.1%, followed by the services sector at 3.8% and the agriculture sector at 1.7%. The 

unemployment rate for 2014 was at 6.8%, the lowest read in more than eight years. 
 

 Data from the Department of Budget and Management showed that government infrastructure spending for the first nine 

months of 2014 was at Php195.4Bn, representing a 7% increase year-on-year but 29.8% below the budgeted Php278.6Bn 

for the period. The underspending was mainly attributable to the Department of Public Works and Highways, which spent 

Php36.1Bn less than provided for, and the Department of Education, which fell below the program by around Php22.3Bn.  
 

 The Bangko Sentral ng Pilipinas announced ahead of the first monetary board meeting that they will be lowering inflation 

targets for the next three years. The BSP is targeting inflation to be at the 2%-4% range from 2015 to 2018, lower than the 

3%-5% range last year. 
 

 The Supreme Court granted the government's motion to review the July 2014 ruling on the Disbursement Acceleration 

Program, with the court voting unanimously to strike down the prohibition on any project funding that have not been covered 

by any appropriations from the General Appropriations Act. The recent ruling also stated the validity of DAP programs, 

projects and activities under the operative fact doctrine and limited legal liability to DAP authors.  
 

 The Bureau of the Treasury (BTr) will be conducting a month-long market-wide testing for the non-restricted trading of 

government securities. The actual testing will start from February 9 to 13, with the finalization of results scheduled a week 

after. For the last week of the month, a concluding meeting will be held in which the BTr will decide on the implementation 

date for the non-restricted trading. 
 

 Data from the National Economic and Development Authority (NEDA) showed that inflation for the month of January was 

lower than the last month’s print. January inflation was at 2.4%, lower than December’s 2.7% but slightly higher than the 

2.3% consensus. Rice prices increased at a slower pace for the month, with rollbacks of pump prices and falling electricity 

rates also contributing to the lower inflation. 

 

The week ahead (February 9 – February 13) 

 

We expect the PSEi to trade range-bound between 7,590 and 7,795 with a slight upward bias lacking any major economic data and 
key events. The index will continue to track overnight market movement in the US and more closely track markets in neighboring 
Asian countries. Investors would also be closely monitoring corporate earnings results. For the local fixed income market, we expect 
yields to continue trading sideways with a downward bias for the week, as the market expects no rate hike from the BSP.  For the 
peso, we expect the currency to trade sideways with a downward bias due to lack of major catalysts locally and as investors remain 
on the sidelines ahead of further economic releases in the US and Eurozone.                                                                                                                                                                             

T enor 30-Jan 6-Feb  Change

1m 2.30 2.27 -4

3m 2.14 1.79 -36

6m 2.47 2.04 -43

1y 2.56 2.50 -6

2y 3.08 3.08 -1

3y 3.32 3.38 6

4y 3.59 3.58 -1

5y 3.43 3.42 -2

7y 3.81 3.71 -10

10y 4.03 3.93 -11

20y 5.09 5.17 7

25y 4.18 4.12 -6

Average -9

Peso Yie ld Curve                                        

(PDST-F Reference Rates)


