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Global Financial Markets 
 
Global equities were mostly up this week, in light of the potential delay in rate lift-off implied by Federal Reserve Chair 
Yellen, along with the four-month extension of the Greece debt. Meanwhile, US Treasury prices climbed due to Yellen’s 
less hawkish tone in her address to the US Congress, mixed US economic data releases, and developments in the Greece 
and Eurozone debt negotiations.  Despite its weakness at the start of the week, the US dollar appreciated against the euro 
by the end of the week due to the strong durable goods print and the positive US core inflation figure. 
 
 
Global Equities 
 

Global equities continued to rise this 
week as Greece and the Eurozone 
have agreed to extend Greece’s 
financial aid program by four months. 
For the week, US share prices were 
mostly up amidst strong 
manufacturing numbers but partially 
offset by lower consumer confidence 
and new home sales. Federal 
Reserve Chair Yellen shifted the 
Fed’s public discussion of the outlook 
for rates, from the guarantee that 
rates would remain low to a 
discussion of when and how fast they 
would be raised, which will be based 
on incoming data. The implied delay 
in Fed rate lift-off boosted the S&P 
further.  

Meanwhile, investors in the European 
market were also bullish from 
renewed optimism following the 
temporary resolution of the Greek 
debt deal given the four-month 
extension. German consumer 
confidence is also set to rise, 
mirroring the better-than-expected 
economic improvements, which led to a boost in European equities. The market was up by the end of the week despite mixed 
corporate earnings results. 
 
Asian shares started and ended the week mixed on country-specific factors, corporate earnings releases, Greek debt bailout 
negotiations, and as Asian investors took cue from Janet Yellen’s Congressional Testimony earlier this week. Markets experienced 
light trading volumes at the beginning of the week amid the Chinese New Year holidays across various Asian markets. Asian 
markets then moved north following the positive developments between Greece and its euro area creditors. During the week, 
Japan’s Nikkei index rose to fresh record-highs on the back of strong corporate earnings and as news broke that Japan’s Financial 
Agency could give bank groups the freedom to expand into areas like e-commerce. Markets then ended the week with a  marginal 
increase, as market players took cue from Janet Yellen’s Congressional Testimony and as Asian markets tracked Wall Street’s 
performance. 

 

Week-on-week, the MSCI World index advanced 0.75%, as the MSCI Europe, Dow Jones and the S&P500 climbed 2.40%, 1.33% 
and 0.78%, respectively. In addition, the MSCI Asia Pacific ex-Japan rose 0.83%. 

Economic data were mostly mixed throughout the week. While the negative inflation print boosted real wage growth and even as 
durable orders grew higher than expected, home sales were subdued and consumer confidence was down.  

 Data from Markit showed that the US preliminary PMI figure for February was up month-on-month and beat 

consensus estimates. The print of 54.3 (mkt est: 53.6), which was higher than the January figure of 53.9, marks 

the highest reading since November of last year.  

 

 

 

 

19-Feb-15 26-Feb-15 % Change

MSCI World 1,760.80 1,773.99 0.75%

MSCI Europe 129.88 133.00 2.40%

MSCI Asia-Pacific ex-Japan 484.66 488.70 0.83%

Dow Jones Industrial Average 17,985.77 18,224.57 1.33%

S&P 500 2,097.45 2,113.86 0.78%

Global Equity Performance
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 Data from the National Association of Realtors showed that existing home sales in January slowed down to their 

lowest level in nine months. January home re-sales fell 4.9% (mkt est: -1.8%) to an annual rate of 4.82Mn units 

(mkt est: 4.95Mn). Median sale prices, on the other hand, increased 6.2% YoY to USD199,600. 

 
 Consumer confidence in the US fell to 96.4 (vs. mkt est of 99.5) from an upwardly revised 103.8 in January 

(which was the highest reading since August 2007) while the present situation index slipped from 113.9 to 110. 

Meanwhile, expectations for economic activity over the next six months fell from 97.0 to 87.2. 

 

 Data from the US Commerce Department showed that new home sales fell in January, but still beat market 

estimates. New home sales were down 0.2% MoM (mkt est: -2.3%) to a seasonally adjusted annual rate of 

481,000 (mkt est: 470,000). The dip was mainly due to the contraction in the Northeast, falling 51.6% in light of 

the extreme winter conditions. Median prices were up 9.1% YoY to USD294,300. 

 

 Data from the US Department of Labor showed that consumer prices in the US fell for the first time since October 

2009. US CPI MoM in January was at -0.7% (mkt est: -0.6%), while YoY inflation was at -0.1% (mkt est: -0.1%). 

This was mainly caused by falling energy prices (-9.7% MoM, -19.6% YoY) and gasoline costs (-18.7% MoM, -

35.4% YoY) 

 

 Data from the US Department of Commerce showed that demand from durable goods increased higher than 

expected in January. Durable goods orders grew 2.8% MoM (mkt est: 1.6%), up from last month's decline of 

3.7%. This was mainly brought about by the demand for civilian aircraft. Excluding aircraft, demand for non-

defense capital goods increased by 0.6% (mkt est: 0.4%). 

 

Global Bonds 

 

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

declining, as the market reacted to Janet Yellen’s address to the US 

Congress, volatile oil price movements, positive developments in the Greek 

debt negotiations, and in view of mixed economic data releases in the US. 

All eyes were on Yellen’s Congressional Testimony this week following last 

week’s Jan. 27-28 Federal Open Market Committee (FOMC)’s meeting 

minutes release. In her address, Yellen gave a less hawkish statement 

indicating that potential interest rate hikes will be considered on a meeting-

by-meeting basis. Week-on-week, the short-end of the curve marginally 

rose as the 2-year benchmark was slightly up 2.87 basis points to 0.65%, while the long-end of the curve reacted more to Yellen’s 

less hawkish stance with the 30-year yields dropping -10.45 basis points to 2.63%. 

 

Currencies  
 

The Euro rose against the dollar early during the week due to the positive 

developments in the Eurozone-Greece negotiations, which was further 

boosted by Janet Yellen’s dovish Congressional testimony. However, the 

strong durable goods print and the positive core inflation release in the US 

caused the dollar to strengthen at the end of the week. The Euro depreciated 

by 1.56% week-on-week relative to the US dollar to close at 1.1204. 

 

The week ahead (March 2 – March 6) 

 

Market movements this week were driven by the speech of Federal Reserve Chair Yellen and positive developments in the Greek 

debt deal. For the week, we expect investors of global equities to factor in the results of US non-farm payrolls, initial jobless claims 

and second revision of GDP. US Treasury prices will continue to trade sideways ahead of the next Federal Open Market Committee 

meeting in the third week of March, economic data releases with specific emphasis on labor market conditions, and any statements 

by key Federal Reserve officials.  For the Euro-US Dollar pair, downward revisions to the second reading of the US GDP figure 

could probably lead to a weaker dollar next week. 

 

US Treasury Yield Curve

Tenor 19-Feb 26-Feb  +/- bps

3m 0.015 0.015 0.00

6m 0.061 0.071 1.01

2y 0.617 0.646 2.87

5y 1.576 1.537 -3.99

10y 2.114 2.030 -8.47

30y 2.734 2.629 -10.45

Currencies 

20-Feb 27-Feb % Change

USD/PHP 44.240 44.090 0.34%

EUR/USD 1.1381 1.1204 -1.56%

GBP/USD 1.5399 1.5421 0.14%

USD/JPY 119.03 119.36 -0.28%

AUD/USD 0.7842 0.7807 -0.45%

USD/CHF 0.9382 0.9494 -1.18%

EUR/CHF 1.06757 1.06359 0.37%

EUR/JPY 135.51 133.72 1.34%
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Philippine Financial Markets 

The local equities market succumbed to profit-taking during the latter half of the week despite positive corporate earnings. 
On the local fixed income space, bond prices fell, tracking the yield increase globally. Meanwhile, the Philippine peso 
increased week-on-week mainly due to Fed Chair Janet Yellen’s dovish statements before the US Congress. 
 
 
Local Equities  
 
The local equities market reach its highest level of close last Wednesday at 
7,844.06, from improved risk sentiment amidst positive corporate earnings 
results and the Fed Reserve Chair Yellen’s pronouncements regarding low 
likelihood of rate lift-off during the June FOMC meeting from the still low inflation, 
The local equities index succumbed to profit-taking thereafter. Week-on-week, 
the PSEi lost 1.21% to close at 7,730.57. For the week, foreign investors were 
net buyers at Php 2.32 billion.  
   
  

Holding Firms 

 2014 core earnings of Metro Pacific Investment Corp. (MPIC) rose by 18% to Php8.5Bn, driven by higher sales 
volume of its toll (+19%), water (+15%) and power (+30%) businesses, while reported earnings to shareholders 
reached Php7.9Bn (+10%). It also announced Php0.0370 dividend per share (record date of March 25, 2015), 
bringing 2014 dividend per share to Php0.1030 (+178%). 

 

Property 

 The Department of Transportation and Communications (DOTC) and MWM Terminals, a unit of Megawide 
Construction Corporation, deferred the signing of the contract for the Integrated Terminal System (ITS) – Southwest, 
the first of the three public transport terminals for Metro Manila. 
 

 DoubleDragon Properties Corporation disclosed that its unit, CityMall Commercial Centers Inc (CMCCI) secured 5 
additional sites — one in Dumaguete City, one in Tagum City, one in Iloilo City, and two in Tarlac City. Double Dragon 
now has 20 sites for its "CityMall" brand. 

 

 The SM Group is amenable to the DOTC proposal of building two common stations linking the LRT1 and MRT3, the 
first near the SM North Edsa and the second beside Trinoma Mall, to resolve the conflict between DOTC and SM 
Prime Holdings Inc. 

 
Industrial 

 Jollibee Foods Corporation (JFC)’s 2014 net income rose 14.3% to Php5.3 billion, driven by a 12.9% increase in 
revenue to Php90.7 billion from Php80.2 billion in 2013. Sales growth was fueled by an 8% increase in same-store 
sales and a 5.4% expansion in branch network. 
 

 The Department of Energy (DOE) announced that it will be bidding out 4 geothermal sites and 17 hydropower projects 
to investors. The bidding process was supposed to be conducted last December, but difficulties in booking the plant 
sites prompted the DOE to postpone launching. Bids are expected to be submitted by May of this year, and the 
awarding of contracts is set to take place on September. 

 

 First Pacific Company Limited plans to increase its stake in Roxas Holdings Inc (RHI) to 51%, up from the 34% owned 
by First Pacific unit FP Natural Resources Holdings BV after acquiring a 31% from Roxas & Company Inc (RCI) and 
additional shares from other shareholders in 2013. This will be done mostly through new shares to inject capital into 
RHI.  

 

 Manila Electric Company (Meralco)’s core net income for 2014 rose 7% YoY to Php18.1 billion, driven by higher sales 
to industrial (+3.9%) and commercial (+4.2%) customers, in spite of 83 power outages last year. 

 
Financials 

 President Benigno Aquino may soon sign an order for the government to sell a controlling ownership stake in United 
Coconut Planters Bank (UCPB) within the year, according to a senior government official. Some of the Philippines' 
biggest lenders, which could include Philippine National Bank , East West Banking Corp, BDO Unibank Inc , Union 
Bank of the Philippines and China Banking Corp, have expressed interest in bidding for the state shares in UCPB. 
 
 

 

20-Feb 27-Feb % Change

PSEi 7,825.39 7,730.57 -1.21%

Philippine  Stock Exchange  Index
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 Recent stress tests conducted by the Bangko Sentral ng Pilipinas (BSP) showed that local banks have enough buffers 
to withstand extreme loan defaults, as well as sharp interest rate hikes and significant depreciation of the peso. BSP 
Governor Amado Tetangco said that all banks passed the stress tests. 

 
Services 

 The Securities and Exchange Commission (SEC) approved AirAsia’s takeover of Zest Airways Inc., but they will still 
need the approval of the Civil Aeronautics Board (CAB) and Civil Aviation Authority of the Philippines (CAAP). The 
AirAsia Group intends to consolidate its operations in the Philippines and rebrand "AirAsia Zest" to "AirAsia 
Philippines". 

 
 
 
Philippine Bond Market  

 
On the local fixed income space, bond prices moved north, as market 
players reacted to a less hawkish tone in her Congressional Testimony 
earlier in the week. The downward pressure in yields was evident, as market 
players tracked movements in US Treasury prices, as the market took cue 
from global events—such as volatility in oil prices, mixed economic data 
releases in the US, a maintained “patient” language by the Fed, and 
developments in the Greek debt negotiations. 
  
Week-on-week, yields declined on average by 9.3 basis points. The short-
end of the curve declined the most, led by strong demand for the 6-month 
notes, as the 6-month yields declined 32 basis points to 2.20%. The 1-year 
sustained the rally in the short-end, declining 20 basis points to close at 
2.43%. Meanwhile, only the 25-year bond yield bucked the upward trend in 
prices, week-on-week, as yields rose by 11 basis points to 4.58%.  
 
 
 
 
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. 

 

 Economic ministers from the Association of Southeast Asian Nations (ASEAN) members will meet from Feb. 28 to March 1 

in Malaysia to discuss significant matters on the establishment of the ASEAN Economic Community (AEC). Ministers are 

also expected to provide guidance on the draft of the Post-2015 Economic Vision and Plan for ASEAN. 

 

 Recent stress tests conducted by the Bangko Sentral ng Pilipinas (BSP) showed that local banks have enough buffers to 

withstand extreme loan defaults, as well as sharp interest rate hikes and significant depreciation of the peso. BSP 

Governor Amado Tetangco said that all banks passed the stress tests. 

 

 The Department of Energy (DOE) announced that it will be bidding out 4 geothermal sites and 17 hydropower projects to 

investors. The bidding process was supposed to be conducted last December, but difficulties in booking the plant sites 

prompted the DOE to postpone launching. Bids are expected to be submitted by May of this year, and the awarding of 

contracts is set to take place on September.  

 

 In a statement, the Bangko Sentral ng Pilipinas (BSP) said that the Philippines may experience new waves of volatility and 

capital flight following the US Federal Reserve’s ambiguous comments on when it is going to finally raise interest rates. 

BSP Governor Amando M. Tetangco Jr. said in a text message that “while the Fed statement gives BSP room to keep 

rates steady, recent price action shows we must be mindful that the comments could also spur more market volatility.” In 

her Congressional Testimony earlier this week, US Fed chairman Janet Yellen said that interest rate hike may be 

considered “on a meeting-by-meeting basis.” 

 

 

 

 

T enor 20-Feb 27-Feb  Change

1m 2.39 2.31 -8

3m 2.13 1.89 -24

6m 2.52 2.20 -32

1y 2.63 2.43 -20

2y 3.10 3.08 -3

3y 3.53 3.44 -9

4y 3.72 3.69 -4

5y 3.75 3.63 -12

7y 3.82 3.75 -6

10y 4.01 3.95 -5

20y 4.91 4.90 -1

25y 4.47 4.58 11

Average -9

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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 BSP Governor Amando M. Tetangco Jr. said in a statement that the Philippines can withstand external shocks coming 

from the threat of deflation in other economies, so he believes that the current monetary policy stance is still appropriate. 

Tetangco’s statement comes amid rate cuts from other central banks in the region. 

 

 The National Economic and Development Authority (NEDA) Director General Arsenio Balisacan warned that last Sunday’s 

deadly clash between the police and the Moro Islamic Liberation Front (MILF) runs the risk of erasing the dividend from a 

peace agreement forged last year. He warns that the impact of a continued conflict has a substantial effect on the 

economy. According to NEDA, the peace dividend adds 0.1-0.3 percentage points to gross domestic product growth. 

 

 

The week ahead (March 2 – March 6) 

 

We expect the PSEi to trade range-bound between 7,600 and 7,800 with a slight downward bias as profit-taking and corporate 
earnings results drive movements within the week. For the local fixed income market, we expect yields to trade sideways as market 
players closely monitor the statements of key Federal Reserve officials in anticipation of the next FOMC meeting in March, 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.                                                                                                                                                                             


