
 

February 16, 2015 
 
 
 
Global Financial Markets 
 
Global equities were mostly up this week, in light of positive developments with the Greek debt negotiations and the 
Russia-Ukraine ceasefire. Meanwhile, US Treasury prices fell due to the disappointing US economic data releases and 
affirmations regarding the possibility of a Fed rate hike this June.  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 were optimistic about the 
Greek debt negotiations, with markets 
boosted further by the ceasefire 
between Russia and Ukraine. For the 
week, US share prices were mostly 
driven the developments on the Greek 
bailout program and economic data 
releases. Earlier during the week, the 
S&P downgrade of Greece’s credit 
rating to just above junk status caused 
US stock prices to fall. The overhang 
caused by the debt negotiations of the 
Greek government weighed in on the 
US market, with a slight hike in prices 
mid-week due to the strong labor 
turnover print. Towards the end of the 
week, positive developments with 
Greece’s talks with its creditors, along 
with the Russia-Ukraine truce further 
boosted the market.  

Meanwhile, investors in the European 
market were faced with the same 
dominating force. Initially, European 
equities slightly rose as gains from the 
better-than-expected US nonfarm 
payroll figure were pared by the S&P’s 
downgrade of Greek debt. Stock prices fell during the week as the new Greek government announced that it would be scrapping 
the previously enacted austerity measures. Volatility in the markets was observed in the middle of the week, with stock prices going 
up one day and falling down the next due to alternating optimism and pessimism on a deal being reached between Greece and its 
creditors. The market was up by the end of the week as Greek negotiations seemed to take a turn for the better, with positive 
sentiment on the developments between Russia and Ukraine also weighing in.  
 
Asian shares ended mixed week-on-week. Japan Nikkei and India S&P BSE Sensex were up in light of the positive corporate 
earnings releases and renewed hopes on more market-friendly economic reforms in India, while the Hong Kong Hang Seng Index 
dropped due to the scandal involving HSBC. 

 

Week-on-week, the MSCI World index advanced 0.79%, as both the MSCI Europe and the S&P500 climbed 0.53% and 0.29%, 
respectively despite the slight dip in the Dow Jones of 0.13%. On the other hand, weakness in the Asia Pacific region caused the 
MSCI Asia Pacific ex-Japan to fall 1.33%. 

Economic data were mostly mixed throughout the week. While the US labor market conditions are improving, as visible through 
labor data releases, consumer spending and small business optimism contraction suggests the need for further evidence of a 
sustainable US economic growth trajectory. 

 Reports from the US Labor Department showed that the non-farm payrolls rose a seasonally adjusted 257,000—
beating market expectations of 228,000. The US economy cruised into 2015 with fresh momentum, adding jobs at 
the fastest pace since the late 1990s. January marked the strongest month of private-sector hiring since 
September 1997. The most  material data in the report showed the budding sign of rising salaries—with average 
hourly worker enjoing a $0.12 per-hour increase—the best one-month growth since 2007.  

 
 
 

05-Feb-15 12-Feb-15 % Change

MSCI World 1,727.49 1,741.22 0.79%

MSCI Europe 126.99 127.66 0.53%

MSCI Asia-Pacific ex-Japan 481.99 475.59 -1.33%

Dow Jones Industrial Average 17,884.88 17,862.14 -0.13%

S&P 500 2,062.52 2,068.53 0.29%

Global Equity Performance
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 Data from the Federal Reserve showed that consumer credit increased less-than-expected in the month of 

December. Consumer credit increased $14.755 billion, coming in weaker-than-expected at $15 billion. Revolving 
credit, which largely reflect credit card debt, increased by $5.8 billion. Meanwhile, non-revolving credit such as 
student and car loans rose by $8.9 billion. 

 
 The Conference Board’s US employment trends index edged higher in January—as the index increased to 

127.86 (+6% YoY) from December’s downwardly revised 127.17. The positive contributors in order from the 
largest positive contributor to the smallest are: Percentage of Respondents Who Say They Find “Jobs Hard to 
Get,” Real Manufacturing and Trade Sales, Industrial Production, Percentage of Firms With Positions Not Able to 
Fill Right Now, Job Openings, and Ratio of Involuntarily Part-time to All Part-Time Workers.   
 

 Information released by the National Federation of Independent Business (NFIB) showed that small business 
optimism decreased. The NFIB small business optimism index unexpectedly fell to its 3-month low in January to 
97.9 (mkt est: 100.3) after hitting the highest level one month prior at 100.4 in December. The index is a 
composite of ten seasonally adjusted components based on questions on the following: plans to increase 
employment, plans to make capital outlays, plans to increase inventories, expect economy to improve, expect real 
sales higher, current inventory, current job openings, expected credit conditions, now a good time to expand, and 
earnings trend. 

 

 The US Commerce Department’s latest report exhibited that consumer spending contracted for a second straight 
month, as households cut back on purchases of a range of goods thereby suggesting that the economy started 
the first quarter on a softer note. The sluggish spending came despite the plunge in oil prices and a buoyant labor 
economy. Even excluding reduced purchases at gas stations (-9.3% month-on-month), retail sales were flat after 
declining 0.2% in December. Meanwhile, excluding autos, sales still contracted by 0.9%, coming weaker than 
market estimates of -0.5%. Other retail sectors did not see any broad boost from gas savings with clothing sales, 
furniture stores, department store sales, and grocery stores all edged down 0.8%, 0.7%, 0.7% and 0.1%, 
respectively. However, restaurant sales and retail sales control group edged higher by 0.8% and 0.1%, 
respectively 

 

Global Bonds 

 

US Treasury prices ended lower, with yields of both short-term and longer 

tenor issuances rising from mixed results from economic data releases 

and Federal Reserve Bank of Richmond President Jeffrey Lacker’s 

statement that the June policy meeting remains the most attractive time to 

raise rates. While non-farm payrolls rose better than expected, US 

consumer spending was disappointing. Week-on-week, the 2-year 

benchmark yield was up 10 basis points to 0.62%, while the 10-year 

benchmark yield also rose by 14 basis points to 2.58%. 

 

 

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 1.03% to close at 1.1432 from 1.1316 the week before. 

 

 

The week ahead (February 16 – February 20) 

 

Market movements this week were driven by mixed economic data releases globally and the developments in the Greek debt 

negotiations. For the week, we expect investors of global equities to factor in the positive language from the Eurozone finance 

ministers following their talks with the Greek government. US Treasury prices may continue to fall further next week from an 

improvement in investor sentiment due to improving situations in Russia-Ukraine and Greece-Eurozone. We expect the euro to 

weaken relative to the US dollar next week in the event of strong economic data releases in the US. 

 

US Treasury Yield Curve

Tenor 5-Feb 12-Feb  +/- bps

3m 0.005 0.010 0.50

6m 0.056 0.066 1.01

2y 0.520 0.624 10.44

5y 1.304 1.491 18.72

10y 1.820 1.984 16.40

30y 2.432 2.576 14.37

Currencies 

6-Feb 13-Feb % Change

USD/PHP 44.150 44.285 -0.30%

EUR/USD 1.1316 1.1432 1.03%

GBP/USD 1.5243 1.5383 0.92%

USD/JPY 119.12 118.85 0.23%

AUD/USD 0.7796 0.7748 -0.62%

USD/CHF 0.9268 0.9277 -0.10%

EUR/CHF 1.04786 1.06053 -1.19%

EUR/JPY 134.79 135.87 -0.79%
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Philippine Financial Markets 

The local equities market edged higher, boosted by positive sentiment from strong corporate earnings. On the local fixed 
income space, bond prices fell, tracking the yield increase globally. Meanwhile, the Philippine peso traded sideways as 
investors remained on the sidelines ahead of the Bangko Sentral ng Pilipinas Monetary Board meeting last Thursday.   
 
 
Local Equities  
 
The local equities market soared to its 10th record high levels early in the week, 
as market participants reacted to positive corporate earnings results. Over the 
next two days, investors took profits on their positions, causing the index to fall 
slightly before regaining momentum following the BSP Monetary Board meeting. 
Week-on-week, the PSEi gained 0.59% to close at 7,773.45. For the week, 
foreign investors were net buyers at Php 3.82 billion.  
    

Holding Firms 

    Metro Pacific Investments Corporation (MPI) announced that it has placed 1.81 billion shares via a top-up placement. 
According to the company, the funds raised will be used to pay off bank debts of Beacon Electric Asset Holdings, Inc. 
and fund investments in infrastructure projects. MPI also confirmed that subsidiary Manila North Tollways Corporation 
has received the notice of award regarding the Subic Clark Tarlac Expressway (SCTEX).  

 
 Ayala Corp. (AC) plans to spend Php185Bn in capital expenditures for 2015, mainly to expand its core businesses. 

The lion’s share is allocated to subsidiary Ayala Land, Inc. (ALI), which is expected to deploy Php100Bn for its 
expansion. Globe Telecom, Inc. (GLO) has the second biggest share at Php29Bn to upgrade its network infrastructure 
and to support data-related initiatives. AC has allocated Php21Bn at the parent level to fund the infrastructure and 
power businesses, while the remaining Php35Bn will be spent at the subsidiary level for its other business units such 
as Manila Water, Inc. (MWC), Integrated Micro-Electronics, Inc. (IMI), and Bank of the Philippine Islands (BPI).  

  
Property 

Megaworld Corp (MEG) announced that it will launch five new townships as part of its expansion plans for 2015. The 
townships, planned to have a total are of 400 hectares, will bring MEG’s total township area to 3,100 hectares and a 
total township portfolio of 20. Of the five townships, two will be located in Luzon, one in Visayas, and two in Mindanao. 

 
Financials 

Security Bank Corp. (SECB) reported its 2014 net income at Php7.2Bn, translating to a 43% expansion year-on-year. 
Deposits increased 20% to Php247Bn, while loans grew 17% to Php194Bn. SECB’s core revenues were up 26% to 
Php13.6Bn, with net interest earnings growing 33% to Php11.2Bn and fee income increasing 8% to Php1.7Bn.  

 
Industrial 

Meralco (MER) announced that it will be raising electricity rates to Php10.51 per kWh for the month of February. The 
increase of Php0.84 per kWh month-on-month is primarily attributable to higher generation charges and additional 
charges such as the feed-in tariff allowance (FIT-ALL) to be included starting this month. The FIT-ALL is a Php0.04 
per kWh uniform charge that will be used to spur investments in renewable energy projects. 

 
Aboitiz Power (AP) subsidiary Therma Mobile, Inc. was fined for Php235Mn after investigations made by the 

Philippine Electric Market Corp. (PEMC) showed that the unit withheld capacity in the last two months of 2013, which 
led to power rate hikes during the period. Therma Mobile, Inc. stated that it is currently studying its legal options to 
protect its rights, and that the lower capacity delivered arose from limitations of engines and transmission lines. 

 
Mining and Oil 

Petron Corporation (PCOR) announced its new chairman and president following the board's most recent meeting. 
Ramon Ang stepped down as chairman of the board of directors, with Eduardo Cojuangco, Jr. taking over. Ang was 
elected as president of PCOR following the resignation of Lubin Nepomuceno, who was appointed as the general 
manager of the company. 

 
 

 
 

6-Feb 13-Feb % Change

PSEi 7,728.18 7,773.45 0.59%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
On the local fixed income space, bond prices initially dropped as 
performance tracked US treasuries and as investors went defensive ahead of 
the BSP Monetary Board meeting last Thursday. Bond prices slightly 
recovered as investors positioned in the 5 to 25-year tenors ahead of the 10-
year auction next Tuesday. 
  
Week-on-week, yields rose by 11.5 basis points. The short-end of the curve 
gained the most, rising by 24.6 basis points, followed by a 6.8 basis point 
increase in the belly and a 1.9 basis points boost in the long-end week-on-
week. 
  
Philippine Peso  
 
The peso fluctuated during the week, as investors took positions ahead of the 

Monetary Board meeting last Thursday. The Peso also moved alongside 

regional peers relative to the US dollar. The peso ended slightly lower, as 

investors took cue from the downwardly revised inflation target of the BSP 

from 3% down to 2.4% for the full year 2015. The Peso shed 14 centavos 

during the week to close at 44.29. 

 The government expects to roll out the remaining public-private partnership (PPP) projects during President Aquino's 

remaining 1.5 years in office. Aside from the nine NEDA Board-approved PPP projects which were already awarded, 14 

other projects are expected to reach the same stage. 93 projects (Php1.08 trillion) were already approved by the NEDA 

board, of which 23 are funded through PPP, 53 through official development assistance (ODA) and 17 through local 

financing. However, only 7 have been completed, with 58 of these projects ongoing while 28 are yet to be implemented. 

 

 Reports from the Bureau of the Treasury showed that the government’s debt-to-GDP (gross domestic product) ratio eased 

to 45.4% at the end of December 2014—better than last year’s 49.2%. The decline in the country’s debt as a proportion of 

the country’s economy reflects the government’s successful efforts to manage finances and ensure economic growth. The 

Aquino administration’s goal is to reduce the debt-to-GDP ratio further to below 45% by the end of his 6-year term in 2016. 

 

 The Bangko Sentral ng Pilipinas (BSP) maintained key policy rates, as it considered the current policy settings appropriate. 

BSP thinks that inflation will remain within the 2-4 percent target range for 2015-2016 as inflation expectations remain 

anchored due to the decline in oil prices.  

 

 The Bangko Sentral ng Pilipinas (BSP) disclosed that net FDI inflows for November 2014 reached $399 million (+34.2% 

YoY), driven by net equity capital, which jumped 28x to $201 million in 2014 (vs. $7 million in 2013).  

 

 The Philippine Statistics Authority (PSA) disclosed that the volume of production index (VoPI) rose 7.5% YoY last 

December (vs. 8.1% last November). Full-year 2014 Philippine factory activity growth reached 7.5%, which is significantly 

slower than the 13.9% registered in 2013, due to the contraction of 8 out of the 20 sub-sectors. 

 

 Based on data from ASEAN Automotive Federation (AAF), Philippine sales of motor vehicles increased by 29% to 234,747 

units last year (vs. 181,738 in 2013). This made the region's third-best performer next to Vietnam and Singapore. 

 

The week ahead (February 16 – February 20) 

 

We expect the PSEi to trade range-bound between 7,750 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 trade sideways with an upward bias from improving Russia and Greece situations. For the peso, we expect the currency to 
trade sideways due to lack of major catalysts locally.                                                                                                                                                                             

T enor 6-Feb 13-Feb  Change

1m 2.27 2.38 12

3m 1.79 2.04 25

6m 2.04 2.52 47

1y 2.50 2.64 14

2y 3.08 3.10 3

3y 3.38 3.45 7

4y 3.58 3.68 10

5y 3.42 3.52 10

7y 3.71 3.76 4

10y 3.93 3.95 2

20y 5.17 4.93 -24

25y 4.12 4.40 28

Average 11

Peso Yie ld Curve                                        

(PDST-F Reference Rates)


