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Global Financial Markets 
 
Global equities were mostly up this week, in light of the retention of “patient” pledge in the FOMC minutes signaling a 
potential delay in the Fed funds rate liftoff, offsetting continued disagreements between Greece and Germany. Meanwhile, 
US Treasury prices fell due to the mixed US economic data releases, the latest release of Federal Open Market Committee 
meeting minutes that resulted in a continued “patient” language from the Fed, and a fallout in Greece and Eurozone debt 
negotiations.  The US dollar slightly appreciated against the euro due to continued issues in the Greece debt negotiations.  
 
 
Global Equities 
 

Global equities continued to rise this week 
as investors retained their risk-on 
sentiment despite the ongoing difficulties 
in the Greece debt deal. For the week, US 
share prices were mostly up amidst 
continued improvements in the labor 
market. The retention of the “patient” 
pledge and the FOMC members’ concern 
about raising rates too early due to fears 
over international developments boosted 
the S&P further. These developments 
offset the problems encountered in the 
negotiations for the Greek debt.  

Meanwhile, investors in the European 
market were faced with the same 
dominating force. European equities 
slightly rose as well as investor sentiment 
was boosted by the potential delay in Fed 
fund rate hike. Stock price volatility rose 
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 
despite Germany’s quick rebuff of the 
offer amidst Greece’s preparation of 
another request. 
 
Asian shares ended mixed week-on-week 
with light trading due to the Chinese New Year. Japan Nikkei and India S&P BSE Sensex were up in light of the positive corporate 
earnings releases and positive developments within the country. 

 

Week-on-week, the MSCI World index advanced 1.12%, as the MSCI Europe, Dow Jones and the S&P500 climbed 1.74%, 0.32% 
and 0.54%, respectively. In addition, the MSCI Asia Pacific ex-Japan rose 1.91%. 

Economic data were mostly mixed throughout the week. While the US labor market conditions are improving, home builders 
sentiment fell during the month along with consumer sentiment.  

 Initial jobless claims dropped 21,000 to a seasonally adjusted 283,000 (vs. mkt est of 290,000) in the week ended 

Feb. 14. The four-week moving average declined 6,500 to 283,250 while the number of people filing continuing 

claims for unemployment benefits increased by 58,000 to 2,425k (vs. mkt est of 2,360k) for the week ended Feb. 

7. 

 
 Data from the National Association of Home Builders showed that home builder sentiment in the US fell for the 

second consecutive month in 2015. The sentiment index for February was at 55 (mkt est: 58), lower than the 

previous month's print of 57. The downturn was attributed to the high snow levels across the country, as shown 

by the slippage of the three-month moving averages in the Northeast and the Midwest. 

 
 Cleveland Fed President Loretta Mester joined other Fed officials who want to remove the “patient” pledge from 

future FOMC statements ahead of a mid-year interest rate increase, saying that she wants “June to be a viable 

option.” 

12-Feb-15 19-Feb-15 % Change

MSCI World 1,741.22 1,760.80 1.12%

MSCI Europe 127.66 129.88 1.74%

MSCI Asia-Pacific ex-Japan 475.59 484.66 1.91%

Dow Jones Industrial Average 17,972.38 18,029.85 0.32%

S&P 500 2,088.48 2,099.68 0.54%

Global Equity Performance
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 Data from the University of Michigan showed that consumer expectations in the US for the month of February 

were lower than expected. The Michigan preliminary consumer sentiment index dropped from January’s 11-year 

high of 98.1 to 93.6 in February (mkt est: 98.1). The softer print was due to concerns on the energy sector’s 

rationalization of jobs as companies slow down production, coupled with the negative sentiment from the harsh 

winter in the Northeast and Midwest. 

 

Global Bonds 

 

US Treasury prices mostly ended lower with long-term yields generally 

increasing from mixed economic data releases and another round of 

failed negotiations between Greece and its European creditors. Germany 

rejected a request for an extension of Greece’s bailout programme, which 

was described as "not a substantial solution" because it supposedly 

failed to fulfill the conditions of the EU/IMF bailout programme. The 

market also began pricing in expectations of a liftoff this year despite the 

Federal Open Market Committee (FOMC)’s lack of change in language 

as evident in the recent release of the FOMC meeting’s minutes 

Meanwhile, Federal Reserve Bank of Cleveland President Loretta Mester joined the chorus of Fed officials who want to see the 

“patient” pledge removed from future FOMC statements ahead of a mid-year interest rate increase. While initial jobless claims were 

better-than-expected, lower-than-expected read on Mid-Atlantic manufacturing data underpinned the rate increase towards the end 

of the week. Week-on-week, the 2-year benchmark yield was down 0.68 basis points to 0.617%, while the 10-year benchmark yield 

rose by 12.98 bps to 2.114%. 

 

Currencies  
 

The Euro fell against the dollar for the week due to the roadblocks 

encountered in the Eurozone-Greece negotiations. Germany rejected the 

six-month extension requested by Greece, and called it a “Trojan Horse”. 

The Euro depreciated by 0.53% relative to the US dollar to close at 1.1394 

from 1.1334 the week before. 

 

 

The week ahead (February 23 – February 27) 

 

Market movements this week were driven by the FOMC minutes released and the unfavorable developments in the Greek debt 

negotiations. For the week, we expect investors of global equities to factor in the potential delay in the Fed funds rate lift-off implied 

from the retention of the “patient” pledge in the FOMC minutes released this week US Treasury prices will continue to trade 

sideways ahead of economic data releases, the situation between Greece and its European creditors, and any statements by key 

Federal Reserve officials. We expect the euro to depreciate relative to the US dollar next week until Greece and the Eurozone 

reach a compromise. 

 

 

 

 

 

 

 

 

 

 

Currencies 

13-Feb 20-Feb % Change

USD/PHP 44.285 44.240 0.10%

EUR/USD 1.1394 1.1334 -0.53%

GBP/USD 1.5395 1.5410 0.10%

USD/JPY 118.75 118.65 0.08%

AUD/USD 0.7762 0.7839 0.99%

USD/CHF 0.9322 0.9515 -2.03%

EUR/CHF 1.06210 1.07839 -1.51%

EUR/JPY 135.37 134.48 0.66%

US Treasury Yield Curve

Tenor 12-Feb 19-Feb  +/- bps

3m 0.010 0.015 0.51

6m 0.066 0.061 -0.50

2y 0.624 0.617 -0.68

5y 1.491 1.576 8.56

10y 1.984 2.114 12.98

30y 2.576 2.734 15.84
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Philippine Financial Markets 

The local equities market reached its highest level to date, boosted by continued positive sentiment from both local and 
foreign investors. On the local fixed income space, bond prices fell, tracking the yield increase globally. Meanwhile, the 
Philippine peso slightly increased, as investors continued buying into local equity names while caution ahead of the 
Greek debt talks drove selling activity. 
 
 
Local Equities  
 
The local equities market continued to reach even higher levels during the week, as 
local and foreign market participants improved their risk sentiment amidst positive 
corporate earnings results despite the limited number of trading days during the 
week. Week-on-week, the PSEi gained 0.67% to close at 7,825.39. For the week, 
foreign investors were net buyers at Php 3.82 billion.  
    

 

 

 

 

Holding Firms 

    The Metro Pacific Group has submitted a proposal to take over the Metro Rail Transit Line 3 (MRT3) by spending 
$524 million to expand the MRT3. Under MPIC's proposal, it absorbs market risk, while the government issues no 
guarantee. A Php33 fare increase would be implemented after the said expansion, and the concession will be 
extended by 15 years. However the government is still keen on buying out the MRT3.  

 

Property 

    8990 Holdings Inc's board approved the issuance of up to Php9 billion, including an oversubscription option of Php4 
billion, with BDO Capital and Investment Corporation and First Metro Investment Corporation as joint issue managers 
and lead underwriters. 

    Ayala Land Inc (ALI) earned Php14.8 billion in 2014 (+26YoY) as revenues rose by 17% YoY to Php95.2 billion. Two-
thirds of the revenue came from its property development business. ALI's hotel segment rose by 40% to Php5.6 billion 
while commercial leasing reached Php21.2 billion (+18%). ALI plans to spend Php100 billion this year for various 
projects. 

 
Financials 

Mizuho Financial Group Inc., one of Japan's mega banks, is allegedly in talks to buy San Miguel Corp's stake of 
around 60% in unlisted Bank of Commerce, which is said to be valued at more than $500 million. 

 
Industrial 

Alliance Select Foods International Inc.'s board approved an increase in its authorized capital stock from Php1.5 
billion to Php3 billion, which it will to expand its operations. Part of the increase will be met through a Php1 billion 
stock rights offering. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

13-Feb 20-Feb % Change

PSEi 7,773.45 7,825.39 0.67%

Philippine  Stock Exchange  Index
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Philippine Bond Market  
 
On the local fixed income space, bond prices moved south despite the Bureau 
of the Treasury’s rejection of the Php 25 billion 10-year bond auction on 
Tuesday. The upward pressure was evident, as market players tracked 
movement in US Treasury prices, as the market took cue from global events—
such as recovering oil prices, mixed economic data releases in Europe, a 
maintained “patient” language by the Fed, and Germany’s rejection of Greece’s 
bailout program. 
  
Week-on-week, yields rose on average by 5 basis points. The belly of the curve 
gained the most, as the 5-year yields rose by 23 basis points and as the rest of 
the yield curve marginally swung week-on-week. Meanwhile, the 1-year and 20-
year notes slightly bucked the downward trend in prices, week-on-week, as 
yields slumped by 1 and 2 basis points, respectively.  
  
 
 
 
 
Philippine Peso  
 
The peso fluctuated during the week, as investors took positions ahead of the Federal Open Market Committee meeting minutes 

release last Thursday. The peso ended the week 0.10% higher in light of sustained foreign interest in the local equities market. For 

the week, the Philippine peso gained half a centavo to close at 44.24. 

 

 In a statement, Bangko Sentral ng Pilipinas (BSP) Governor Amando M. Tetangco Jr. said that the drop in global oil prices 

has provided the BSP with flexibility in its key policy rates. He said that the declining oil prices can be expected to further 

reduce inflation, which will benefit both households and businesses and potentially help boost consumption and 

investments. Last week, monetary authorities kept policy rates unchanged—with the overnight borrowing and overnight 

lending rate unmoved at 4% and 6%, respectively. The decision was  a result of a steady drop in inflation. 

 

 Reports from the Bangko Sentral ng Pilipinas (BSP) showed that the quality of loans held by the country's big banks and 

their peers in the thrift industry has improved despite the increase in the amount of loaned funds. The BSP said that 

average non-performing loan (NPL) ratio of the country's universal and commercial banks slid to 1.98% last November-- 

the lowest figure in more than five years. 

 

 The National Economic and Development Authority (Neda) board approved six infrastructure projects, including the 

rebidding of the P35.4-billion Cavite-Laguna Expressway (CALAX), which will have a floor price equivalent to the offer of 

San Miguel Corp. during the first bidding for the project in June 2014. Among the six infrastructure projects were four 

public-private partnership (PPP) projects, (including CALAX) which will be auctioned off to the private-sector. 

 

 Data from the Bankgo Sentral ng Pilipinas showed that money sent home by Filipinos overseas climbed to a record high 

last December 2014. Cash remittances reached a new high of $2.3 billion for a single month - up 6.6% year-on-year. 

Meanwhile, cash remittances comprised 8.5% of the Philippines' gross domestic product (GDP) for 2014 - which 

contributed to last year's 6.1% GDP growth. 

 

 Reports from the Bureau of Internal Revenue disclosed its schedule of quarterly collections for this year, with its biggest 

tax haul falling on the second quarter. Based on the latest Revenue Memorandum Order no. 4-2015, the BIR looks to raise 

Php 1.704 trillion this year, translating to a 17.03% increase year-on-year. Taxes on net income and profits would account 

for the BIR’s biggest tax haul at an estimated figure of Php 1.024 trillion followed by the value-added tax, excise tax, other 

taxes, and percentage tax. 

 

 Data from the Bangko Sentral ng Pilipinas showed that the country saw more foreign exchange entering than leaving the 

country at the start of this year. The Country's balance of payments (BOP) registering a surplus of $136 million last 

January-which sustained the trend during the last month of last year. 

 

 

T enor 13-Feb 20-Feb  Change

1m 2.38 2.39 0

3m 2.04 2.13 9

6m 2.52 2.52 0

1y 2.64 2.63 -1

2y 3.10 3.10 0

3y 3.45 3.53 7

4y 3.68 3.72 4

5y 3.52 3.75 23

7y 3.76 3.82 6

10y 3.95 4.01 6

20y 4.93 4.91 -2

25y 4.40 4.47 7

Average 5

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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 The National Food Authority (NFA) said in a statement that its council in a meeting dated last February 13 approved the 

purchase from abroad of 500,000 metric tons (MT) of rice. The NFA stated that the importation comes before the lean 

season begins. The procurement would be undertaken as a government-to-government transaction, and agreements to 

undertake such a transaction with three countries-Cambodia, Thailand, and Vietnam, have been made. 

 

 The Department of Transportation and Communication (DOTC) has formally invited bidders for the auction of six provincial 

airplanes, with pre-qualifications expected by month-end, qualifications by April, and bid submissions by October this year. 

The PPP projects, which involve airports in Bacolod, Davao, Iloilo, Laguindingan, Panglao, and Puerto Princesa, have a 

combined development value of Php116Bn. The DOTC stated that the structure would likely be in bundles containing three 

airports each. 

 

The week ahead (February 23 – February 27) 

 

We expect the PSEi to trade range-bound between 7,700 and 7,850 with a slight downward bias as investors may look to take 
profits before the month ends. 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 as market players closely monitor the situation between Greece 
and its European creditors and economic data releases globally. For the peso, we expect the currency to trade sideways with an 
upward bias on increased foreign interest in the Philippine markets and lack of major catalysts locally.                                                                                                                                                                             


