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Global Financial Markets 
 
Global equities were mostly down this week, in light of the rally in oil prices leading to higher inflation expectations and 
the possibility of an earlier-than-expected tapering in the European Central Bank’s quantitative easing program. 
Meanwhile, US Treasury prices fell from rising crude prices, and expectations of earlier QE tapering in the Eurozone given 
the decline in deflationary pressures and encouraging signs on the economic growth front.  Despite its weakness at the 
start of the week, the euro appreciated against the greenback by the end of the week due to the weaknesses in US labor 
activity and trade balance. 
 
 
Global Equities 
 

Global equities weakened this week, as 
relatively encouraging economic data the 
Eurozone coupled with oil prices hitting 
fresh-2015 highs worried investors of an 
earlier-than-expected quantitative easing 
tapering in the Eurozone. For the week, 
US share prices were mixed, as 
investors dealt with a mixed bag of 
economic and corporate earnings data 
and ahead of Federal Reserve 
Chairwoman Janet Yellen’s speech. US 
equities started the week, as investors 
took the opportunity to bargain hunt 
following the previous week’s sell-down 
on disappointing corporate earnings 
results. Markets then reacted to Janet 
Yellen’s speech mid-week, as she drew 
attention to elevated stock market 
valuations, as oil prices rose to fresh 
five-month highs and as the global bond 
mini-rout continued apace. The implied 
uncertainty in global financial markets 
was evident in the marginal movement of 
the Dow Jones Industrial Average and 
S&P 500 this week. 

Meanwhile, sentiment in the equities 
market was echoed in Europe, as 
investors were generally concerned of an earlier-than-expected tapering in the European Central Bank’s (ECB) quantitative easing 
program.  Furthermore, concerns over Greece continued to weigh despite confirmation that it made a €200mln interest payment to 
the IMF. The market was down by the end of the week on Greek debt negotiations woes and as the sell-off in German bunds 
continued apace. 
 
Asian shares started and ended the week down due to risk-off sentiment buoyed by rising crude oil prices, country-specific factors, 
and disappointing corporate earnings releases. During the week, trading in Japan’s Nikkei index was suspended for three days due 
to holidays. Meanwhile the Hang Seng Index fell for six consecutive sessions while the Shanghai Composite reached its two-week 
low, driven by the clampdown on margin financing in China. Australian ASX200 fell as well due to disappointing earnings results for 
its major banks. Profit-taking coupled with rising fuel prices leading to foreign net outflows pulled India’s Sensex Index down as well.  
 
Week-on-week, the MSCI World index lost 0.51%, as the MSCI Europe, and the S&P500 fell 1.77%, and 0.26%, respectively. Dow 
Jones slightly rose by 0.01%. Meanwhile, the MSCI Asia Pacific ex-Japan declined by 2.60%. 

Economic data were mixed throughout the week. While disappointments were observed for the US trade balance, PMI, labor 
productivity, and private payrolls, jobless claims continued to be at its lowest levels in more than 15 years. Furthermore, releases 
during the week showed that credit growth and the pick-up in labor costs were higher than expected.  

 Data from the Institute for Supply Management showed that while U.S. factory activity stabilized in April, it has not 
rebounded from the disappointing first quarter performance. The ISM Manufacturing PMI figure was at 51.5 (mkt 
est: 52.0), representing the lowest reading in two years and the fifth consecutive monthly slide. While more 
industries reported growth in April and while production and export orders were up month-on-month, the 
employment index was the main source of the soft read. The employment index dropped to 48.3 from 50.0, 
representing the first contraction in two years and the lowest level in more than five years. 
 

30-Apr-15 07-May-15 % Change

MSCI World 1,778.40 1,769.25 -0.51%

MSCI Europe 134.63 132.25 -1.77%

MSCI Asia-Pacific ex-Japan 513.47 500.12 -2.60%

Dow Jones Industrial Average 17,840.52 17,841.98 0.01%

S&P 500 2,085.51 2,080.15 -0.26%

Global Equity Performance
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Currencies 

1-May 8-May % Change

USD/PHP 44.520 44.615 -0.21%

EUR/USD 1.1199 1.1238 0.35%

GBP/USD 1.5148 1.5453 2.01%

USD/JPY 120.15 120.07 0.07%

AUD/USD 0.7851 0.7909 0.74%

USD/CHF 0.9324 0.9218 1.15%

EUR/CHF 1.04457 1.03596 0.83%

EUR/JPY 134.59 134.92 -0.24%

 
 

 Data from the US Commerce Department showed that trade deficit in the country was at its highest level in more 
than six years, primarily due to the spike in imports. The March trade deficit was at USD51.4Bn (mkt est: -
USD41.7Bn), with the 43.1% MoM change being the largest monthly percentage increase in almost 19 years. The 
increase in imports of 7.7% MoM was primarily due to the resolution of the labor disputes at the West Coast ports 
by the end of February. On the other hand, exports were only up 0.9% MoM.  
 

 Data from Moody’s Analytics and Automatic Data Processing, Inc. showed that US private hiring continued its 
slowdown in April. Private payrolls in April increased by 169,000 (mkt est: 200,000), lower than the 175,000 
reported in March. The weakness in the payroll figure was mainly attributed to the weakness in oil prices and the 
strength of the US Dollar. 

 
 Data from the US Department of Labor showed that US worker productivity declined during the first quarter. The 

productivity of nonfarm workers fell 1.9% at a seasonally adjusted annual rate (Mkt est: negative-1.9%), while 
YoY productivity improved 0.6%. Meanwhile, unit labor costs increased at a 5% annual rate (Mkt est: +4.5%), with 
YoY unit labor costs growing 1.1%.  

 
 Data from the US Department of Labor showed that jobless claims were sustained at its lowest levels in 15 years. 

For the week ended May 2, the number of Americans applying for first-time unemployment benefits inched up 
3,000 MoM to a seasonally adjusted 265,000 (mkt est: 279,500), with the four-week moving average of 279,500 
the lowest since May 2000. Continuing claims for the week ended April 25, on the other hand, fell 28,000 to 
2.23Mn (mkt set: 2.27Mn), its lowest level since November 2000. 

 
 Data from the Federal Reserve showed that American borrowing increased higher than expected in March. 

Outstanding consumer credit was up 7.4%, or USD20.5Bn (mkt est: USD15.8Bn), to USD3.4Tn. This was mainly 
brought about by increased credit card balances and higher borrowing for motor vehicles and education. On the 
other hand, revolving credit grew 5.9% in March. 

 

Global Bonds 

 

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

declining, as the market shifted from a risk-on to a risk-off sentiment 

echoing sentiment in the Euro area, given the recent increase in crude 

prices, and expectations of an earlier-than-expected tapering of the ECB 

QE driven by increased inflation and growth expectations, as well as 

technical correction given the “overbought” position in the German Bunds. 

All eyes will be on the results of the US April non-farm payroll (NFP) 

release later this week, if this will be in concert with the jobless claims 

being near its low. Note that an encouraging NFP result, in conjunction with 

the favorable jobless claims, will shift expectations toward an earlier Fed 

rate lift-off. Week-on-week, both the short-end and long-end of the curve significantly rose as the 2-year benchmark was up 6.43 

basis points to 0.631%, and the long-end of the curve rising by 14.83 basis points to 2.032%. 

 

Currencies  
 

The Euro continued to appreciate against the dollar for the week due to the 

poorer-than-expected economic releases in the US. While some profit-taking 

occurred in the early part of the week, the expansion in the Eurozone’s 

manufacturing sector, along with the wider-than-expected US trade deficit and 

disappointments in US labor activity buoyed the Euro up. Despite a slight fall 

by the end of the week due to the lower-than-expected US jobless claims 

figure, the Euro appreciated by 0.35% to close at 1.1238. 

 

The week ahead (May 11 – May 16) 

 

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

deal, and the rebound in oil prices which led to positive inflation expectations. For the week, we expect investors of global equities 

to factor economic data releases in the Eurozone and the US, and movements in global oil prices. US Treasury prices will continue 

to track sentiment in the Euro area, specifically the German Bunds, with the US nonfarm payrolls and Eurozone CPI data releases 

later this week and next week, respectively.  For the Euro-US Dollar pair, downward revisions to the US GDP figure, as well as any 

disappointment in the April non-farm payroll figure, could probably lead to a weaker dollar next week. 

US Treasury Yield Curve

Tenor 30-Apr 7-May  +/- bps

3m 0.000 0.005 0.51

6m 0.036 0.076 4.07

2y 0.567 0.631 6.43

5y 1.425 1.562 13.62

10y 2.032 2.180 14.83

30y 2.740 2.911 17.01
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Philippine Financial Markets 

The local equities market edged marginally higher despite generally in-line corporate earnings results, as the local bourse 
tracked movements in Wall Street. On the local fixed income space, bond prices fell, tracking the yield increase globally. 
Meanwhile, the Philippine peso declined week-on-week mainly due to the weakness in regional currencies and net foreign 
selling in local markets. 
 
 
Local Equities  
 
The local equities traded at a tight range this week as corporate earnings results for 
the first quarter of 2015 were in full swing. Foreigners were mostly net foreign 
sellers of a massive US$ 88.25 million with most of the selling done in the last two 
days of trading. Meanwhile, news of a softer-than-expected inflation print at 2.2% 
(mkt est: 2.4%) for the month of April supported the market mid-week. Following 
this, markets generally tracked movements in Wall Street, as investors focused on 
the Federal Reserve Chairwoman Janet Yellen’s speech on the current lofty 
valuations of US equities and expectations of a sooner-than-expected QE tapering 
by the ECB mostly attributable to the strength in oil prices leading to more 
encouraging inflation expectations. The local equities index closed marginally higher. Week-on-week, the PSEi gained 1.21% to 
close at 7,763.21.  
   
  

Holding Firms 

 San Miguel Corporation (SMC) expressed interest in the government’s first public-private partnership (PPP) seaport 
project. PPP Center executive director Cosette Canilao issued a statement stating that the Conglomerate bought bid 
documents for the Php 17-billion Davao Sasa Port Modernization Project. The Davao Sasa Wharf is the Philippines’ 
main port for shipping bananas. The port has a capacity of 700,000 twenty-foot equivalent units (TEUs). The 
government expects demand to hit 1.2 million TEUs in the next five years. Canilao also added further that other 
private companies have expressed interest in the Davao Sasa Wharf project.  

 SM Investments Corp. (PSE Ticker: SM) released its Q1 net profit, and it went up by 8.1%. Biggest contributors were 
banks and property accounting for 41% and 40% respectively of net income, while retail contributed the remaining 
19%. SM’s growth plans focused on core business expansion, accompanied by the favorable economic outlook in 
order to cater to underserved customers and enhance competitiveness, as said by SMIC President Harley T. Sy.  

Property  
 SM Prime Holdings, Inc. had an upsurge in its Q1 net income, reporting at Php12.6 billion, which is a 176% increase 

compared to the previous year. A big contribution was a non-recurring gain of Php7.4 billion from the sale of 
marketable securities. Although, excluding the remarkable gain, the adjusted profit still performed better than last year 
by 14%. SM Prime President Hans T. Sy sees 2015 as a promising year, revolving around a strong economy and 
positive consumer confidence, thus evident in their financials for the first three months.  
 

Industrial 

 In a report to the Philippine Stock Exchange, Universal Robina Corporation (URC) disclosed its earnings of Php 3.238 
billion for the first 3 months of 2015, which corresponds to the Company’s 2nd quarter of fiscal year 2015. The 
Company reported that earnings were 2.8% lower year-on-year mostly attributable to higher finance costs related to 
URC’s acquisition of Griffin’s. Meanwhile, URC’s second-quarter sales revenue climbed an encouraging 24% year-on-
year to Php 28.693 billion. This brought the first-half of fiscal year 2015 sales figure to Php 55.644 billion – which 
translates to a 21.6% year-on-year growth. The Company credited the growth to its branded consumer foods 
segment, which grew 22% year-on-year and comprised at least 80% of total sales revenue.  
 

Services 

 In a briefing, the Philippine Long Distance Telephone Company (PLDT) executives announced changes at the 
executive level after the country’s biggest telecom company posted flat earnings in the first quarter of 2015. 
Executives said that PLDT’s net income for the first quarter of 2015 was at Php 9.39 billion, which translates to a 
0.11% year-on-year growth. PLDT Chairman Manuel V. Pangilinan explained that the Company is undergoing a 
transition phase where the erosion of the Company’s high-margin legacy businesses still outpaces the growth of their 
newer initiatives for now.  
 
 
 
 
 
 
 
 

1-May 8-May % Change

PSEi 7,714.82 7,763.21 0.63%

Philippine  Stock Exchange  Index
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T enor 1-May 8-May  Change

1m 1.70 2.07 37

3m 2.35 2.09 -25

6m 2.59 2.23 -37

1y 2.84 3.13 30

2y 3.30 3.56 26

3y 3.52 3.65 13

4y 3.69 3.80 11

5y 3.90 3.25 -65

7y 3.91 4.19 28

10y 4.31 4.41 10

20y 5.19 4.67 -51

25y 4.02 4.02 0

Average -2

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)

 
 
Philippine Bond Market  

 
On the local fixed income space, bond prices ended mixed, due to conflicting 
forces – upward pressure from increase in crude prices and significant sell-off 
of US Treasuries and German Bunds against the downward pressure from 
the lower-than-expected Philippine inflation data. The local market initially 
bucked the global trend given the 2.2% inflation rate from the month of April, 
down from 2.4% in March, but eventually succumbed to the global sell-off as 
investors also stayed defensive ahead of the release of the US NFP results. 
  
Week-on-week, yields declined on average by 2.01 basis points. The long-
end of the curve declined the most at 13.84%, given the mispricing in the 20-
year benchmark bond used by PDST-R2 which lost 51 basis points.  The 
short-end rose by 1.28 basis points led by the 1-month tenor which rose 37 
basis points. The belly also rose by 2.47 basis points even if the 5-year tenor 
fell by 65 basis points. 
 
 
Philippine Peso  
 
Despite weakness in US economic data, the Philippine Peso depreciated 

against the greenback, primarily due to net foreign selling in the equities 

market and as the local currency tracked weaknesses in other regional currencies. For the week, the Philippine peso shed 9.5 

centavos to close at 44.615. 

 

 The Bangko Sentral ng Pilipinas (BSP) said the country’s gross international reserves (GIR) increased to USD80.9Bn last 

month from USD80.5Bn at the close of the first quarter and USD79.9Bn a year ago. At the current level, the GIR is 

equivalent to an import cover of 10.6 months which would also allow the country to pay 4.8X over its short-term debt based 

on original maturity and 3.7x over based on residual maturity. 

 

 IMF Resident Representative Shanaka Jayanath Peiris said that the Philippine economy likely expanded at a slower pace 

in the first three months of 2015 compared to the five-quarter high seen at the close of 2014. This is due to 

disappointments in growth of merchandise exports. However, IMF still expects growth in the first quarter of 2015 to be 

stronger than the same period last year. Earnings from locally made or assembled goods sold abroad fell by 1.8% to 

USD8.869Bn as of February from USD9.036Bn in the same period last year. 

 

 The prequalification filing deadline for the Php50.18Bn Nueva Ecija prison project under the PPP program, originally 

scheduled for May 5, was moved to May 29 to give prospective bidders more time. It has attracted three potential bidders 

which include Megawide Construction Corp., San Miguel Holdings Corp., and D.M. Consunji, Inc. 

 

 Four infrastructure projects approved by a National Economic and Development Authority (NEDA) committee two weeks 

ago will be endorsed for final approval. The two PPP projects are the Php64Bn LRT Line 6 Project in Cavite, and a new 

Php15.35Bn, 82,200-sq.m. passenger terminal building at the Clark International Airport. The two other projects under the 

Department of Public Works and Highways are the Bonifacio Global City (BGC)-Ortigas Road Link Project and the Metro 

Manila Priority Bridges Seismic Improvement Project. 

 

 The Bangko Sentral ng Pilipinas (BSP) said that domestic liquidity (measured by M3) rose by 9.4% at the end of the first 

quarter, faster than the 8.5% last February. This represents the second straight month of acceleration since falling to the 

single digits at the start of the year. Despite the base effects, there was steady growth in domestic demand for credit (10%) 

amid bank lending to the private sector. Lending by the country's biggest banks rose by 13.7% last month, slower than the 

15.2% in February. 

 

 Emmanuel R. Ledesma Jr., the chief executive officer (CEO) of state-run Power Sector Assets and Liabilities Management 

Corp. (PSALM), has been placed under preventive suspension for 90 days. The Department of Finance (DOF) did not say 

the reason behind Ledesma’s suspension. Lourdes S. Alzona, PSALM’s vice president for finance, will serve as the officer-

in-charge. 
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 National Economic and Development Authority (NEDA) warned that the intensification of the El Niño phenomenon in 

agricultural areas may stoke inflation in the coming months. The Philippine Atmospheric, Geophysical and Astronomical 

Services Administration (Pagasa) estimates that mild El Niño condition could last until the last quarter of the year. In April, 

inflation from the food subgroup index was lower from 4.4% to 4.0% due to slower price adjustments in rice, meat and 

fruits. 

 

 Annual inflation rate for the month of April reached 2.2%, lower than the 2.4% registered in March. This represents the 

lowest level of inflation rate since August 2013, as cost declined further for housing and utilities and transport while prices 

of food and non-alcoholic beverages slowed as well. 

 

 The Department of Energy (DoE) hopes to award the contract for the first 3,000 electric tricycles by July 2015. The electric 

tricycle (e-trike) project, which is a joint undertaking of the agency and the Asian Development Bank (ADB), aims to 

replace some 100,000 gasoline-powered tricycles by 2017. 

 

 

The week ahead (May 11 – May 16) 

 

We expect the PSEi to trade range-bound between 7,600 and 7,900 with a slight downward bias as the first quarter of 2015 
corporate earnings results drive movements within the week. For the local fixed income market, we expect yields to track global 
bond developments given lack of strong local catalysts, as we expect the BSP to maintain its key policy rates.  For the peso, we 
expect that sustained net foreign selling could potentially drive the currency further down. 


