
 

May 25, 2015 
 
 
 
Global Financial Markets 
 
Global equities were mostly up this week, in light of expectations of continued abundance of liquidity in the market given 
disappointing Germany PMI data and indications that a June Fed rate liftoff is unlikely. Meanwhile, US Treasury prices 
rose in light of the softer-than-expected US economic data and the dovish FOMC minutes.  The Euro weakened against the 
US Dollar owing to the Greek debt negotiations and the release of the latest Federal Open Market Committee meeting 
minutes. 
 

Global Equities 
 

Global equities slightly appreciated 
this week, primarily driven by the 
release of FOMC minutes last April 
which implied that a June lift-off is “too 
soon”. For the week, US share prices 
generally rose given the disappointing 
US economic releases, in the form of 
decline in US industrial production for 
a fifth straight month, less optimistic 
consumer sentiment, and lower U.S. 
home builder confidence. The release 
of the minutes of the Fed’s April policy 
meeting, where Fed members 
indicated that a June hike would be 
premature as a bump in inflation was 
being offset by a weaker labor market 
and softer data, led to a brief 
correction in the markets. Both the 
S&P and Dow Jones Industrial 
Average closed flat given the lack of 
further catalysts. Both the Dow Jones 
Industrial Average and S&P 500 
appreciated week-on-week, rising by 
0.18% and 0.22% to 18,285.40 and 
2,125.85, respectively. 

 

Meanwhile, investors also showed risk-on sentiment boosted further by disappointing Germany data and M&A plays in the Telecom 
sector. There were also talks that the ECB will front-load bond purchases ahead of an expected summer lull in markets. These 
developments offset uncertainty from the Greek negotiation drama. The MSCI Europe was up by 2.44% the end of the week. 
 
Asian shares ended the week slightly down despite its run-up earlier in the week. During the week, guidelines released by the 
Chinese government on capital market reforms, as well as plans to revitalize the manufacturing sector supported Asian equities. 
However, the weaker-than-expected manufacturing data from China negatively affected the market by the end of the week. 
 
Week-on-week, the MSCI World index gained 0.41%, with the MSCI Europe rising 2.44% and the MSCI Asia Pacific ex-Japan 
falling 0.42%. The Dow Jones slightly rose by 0.18%, while the S&P 500 inched up by 0.22%. 

 

Economic data were generally weak throughout the week. While US housing starts surged back in April to hit their highest level 
since before the recession, other metrics such as U.S. home builder confidence and consumer sentiment were worse than 
expected.  

 On the local fixed income space, average yields rose in light of risk off sentiment following the dovish tone in the 

April FOMC meeting minutes. Yields on average rose 11.8 basis points driven by the rise in the belly of the curve 

by 29.1 basis points. On the other hand, yields were flat in the short-end, while the long-end of the curve fell by 

1.3 basis points.  

 The Peso recovered against the US dollar as market players reacted to the April FOMC minutes which indicated 

that a June lift-off was unlikely. The Peso gained 11 centavos against the US dollar to close at 44.490. 

 

 
 

14-May-15 21-May-15 % Change

MSCI World 1,803.42 1,810.84 0.41%

MSCI Europe 135.17 138.47 2.44%

MSCI Asia-Pacific ex-Japan 506.05 503.92 -0.42%

Dow Jones Industrial Average 18,252.24 18,285.40 0.18%

S&P 500 2,121.10 2,125.85 0.22%

Global Equity Performance
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 In a statement, Nikos Filis—the Greek parliamentary speaker and spokesman for the ruling Syriza party’s 

lawmakers, said that the International Monetary Fund would not get the €305m (£218m) due in two weeks unless 

creditors unlocked some bailout funds. Filis said, “Now is the moment that negotiations are coming to a head. 

Now is the moment of truth, on June 5. If there is no deal by then that will address the current funding problem, 

they won’t get any money.”  

 US Treasury prices rallied in light of the release of the minutes of the April FOMC meeting, which stated that the 

Fed thought that raising rates in June would be highly unlikely. The two-year note yield fell 2.8bps to 0.585%, 

while the 10-year bond yield slipped 4.1bps to 2.248%.  

 Data from The National Association of Home Builders (NAHB) showed that U.S. home builder confidence fell for 

the fourth month in five during May. The NAHB confidence index fell to 54 (Mkt est: 57) from 56 in April. 

According to the NAHB Chief Economist David Crowe, the data suggests that consumers are exhibiting 

cautiousness and want to be on the more stable financial footing before purchasing a home. Nevertheless, the 

NAHB said Q2 is shaping up as solid— as Crowe noted a measure of future sales expectations has been tracking 

up in recent months, mortgage rates remain low and house prices appear affordable. 
 

Global Bonds 

 

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

as US Treasuries tracked the stabilization of European bonds last Friday, along 

with softer-than-expected economic data from US. The release of the April 

FOMC meeting minutes, which stated that the Fed thought it highly unlikely to 

raise rates in June, further supported the low interest rate environment. Week-

on-week, the two-year yields rallied 2.39 basis points to 0.573%, while the 10-

year yields fell 4.03 basis points to 2.190%.  

 

 

Currencies  
 

The Euro weakened against the US Dollar during the week amid uncertainty in 

Greece’s ability to meet its debt payments and as market players took cue from 

the release of the Federal Open Market Committee (FOMC) meeting minutes. 

Initially, the Euro strengthened owing to relatively weak economic data releases 

in the US. The euro then came under pressure as market players factored in the 

Greek debt deal negotiations. The US dollar further rallied towards the end of the 

week following the release of the FOMC meeting minutes, where market players 

began pricing in a Fed lift-off later this year. Week-on-week, the Euro 

depreciated by 2.56% to close at 1.1158. 

 

 

 

The week ahead (May 25 – May 29) 

 

Market movements this week were again driven by the US and EU economic data releases, and M&A developments in the 

Eurozone. For the week, we expect investors of global equities to factor economic data releases in the Eurozone and the US, 

especially the initial jobless claims, revised figures for Q1 GDP, consumer confidence index and PMI figures in the US, and CPI, 

GDP, and unemployment figures for certain parts of the Eurozone. For the Euro-US Dollar pair, economic data releases, especially 

in connection with the US CPI figures for April will dictate the movements in the trading pair. Any weakness in US economic data 

releases will weaken the US Dollar. 

 

 

 

 

 

US Treasury Yield Curve

Tenor 14-May 21-May  +/- bps

3m 0.010 0.010 0.00

6m 0.081 0.071 -0.99

2y 0.544 0.573 2.89

5y 1.505 1.512 0.71

10y 2.230 2.190 -4.03

30y 3.050 2.988 -6.16

Currencies 

15-May 22-May % Change

USD/PHP 44.500 44.490 0.02%

EUR/USD 1.1451 1.1158 -2.56%

GBP/USD 1.5727 1.5682 -0.29%

USD/JPY 119.25 120.73 -1.23%

AUD/USD 0.8034 0.7925 -1.36%

USD/CHF 0.9162 0.9333 -1.83%

EUR/CHF 1.04883 1.04142 0.71%

EUR/JPY 136.54 134.72 1.35%



 

May 25, 2015 
 

Philippine Financial Markets 

The local equities market edged higher buoyed by stronger-than-expected corporate earnings results, and as the local 
bourse tracked movements in Wall Street. On the local fixed income space, bond prices rose, as market players factored 
in the minutes of the FOMC’s April meeting. Meanwhile, the Philippine peso gained week-on-week mainly due to the 
weakness in US Dollar from disappointing economic releases and dovish read on the FOMC meeting minutes. 
 
 
Local Equities  
  
The PSEi delivered consolidated within the 7,800 to 7,900 level, as disappointing 
corporate earnings results for the first quarter of 2015 and continued net foreign 
selling led to a weekly decline in the eqwuities market. Market players continued 
to be influenced by results, with AGI falling by 7% week-on-week due to 
disappointing earnings figures.  Foreigners were net sellers for Php2.3Bn this 
week.   The local equities index closed lower. Week-on-week, the PSEi lost 
0.91% to close at 7,810.17.   
  

Property 

 Ayala Land, Inc. (PSE Ticker: ALI) raises its budget for Alviera 
township in Porac, Pampanga, after seeing high demand for the estate’s residential and industrial lots. The 1,100-
hectare development will now be a Php90 Bn investment rather than the initial Php75 Bn from September of last year. 

 

Financials 

 The Monetary Board of the Bangko Sentral ng Pilipinas approved the application of the Industrial Bank of Korea (IBK) 
to open branches in the Philippines around November. IBK, South Korea's fourth-largest bank by assets, specializes 
in lending to small and medium-sized enterprises (SMEs) and will also provide services for Korean businesses in the 
country. 
  

Small, Medium & Emerging Board 

 Xurpas, Inc. (PSE ticker: X) buys into American start-up technology firm, Quick.ly, Inc., making it the company’s first 
investment beyond Asia. It currently holds 4.5% ownership on a fully diluted basis as said by Quick.ly. The deal 
involved purchasing 666,666 shares at $1.50, total being $999,999. The acquisition of the stake is in line with Xurpas’ 
aggressive expansion and product innovation objectives. 

 

Holding Firms 

 Liberty Telecom Holdings, Inc. of San Miguel Corp. (PSE Ticket: SMC), obtained a court order which approves its 
early exit from corporate rehabilitation from a court order dated May 12, as the rehabilitation objectives were already 
met. 

 Portek, a unit of Japan’s Mitsui & Company Limited operating in nine countries, acquired bid documents for the 
Php17Bn Davao Sasa Port Modernization Project. Besides Portek, San Miguel Corporation (SMC) also had acquired 
bid documents for the project. The Department of Transportation and Communications (DOTC) set a December 
deadline for bids. 

 Net income of Alliance Global Group Inc (AGI) slipped 10% to just Php5.576Bn from the Php6.253Bn in the same 
three months of last year. Revenue increased by 3% to Php32.3Bn but costs rose by 8% to Php25.5Bn. 
 

Services 

 Philippine Long Distance Telephone Company (PSE ticker: TEL) is looking to acquire around 10 tech start-ups 
overseas in the following weeks, as per PLDT Chairman Manuel V. Pangilinan. The company recently got a hold of 
Malaysia’s video-streaming start-up, iFlix, which was a $15 Mn deal, and its chairman sees opportunities in taking 
advantage of more internet possibilities. 

 Philippine Airlines, Inc. eyes the twin-engined A350 jet of Airbus to serve as an expansion of its long-haul operations 
to North America and Europe. The interest in acquiring new planes was encouraged by the currently positive earnings 
of its parent company, PAL Holdings (PSE ticker: PAL), after being in the red for the previous three years. 
 
 
 
 
 
 
 
 
 
 

 

15-May 22-May % Change

PSEi 7,881.95 7,810.17 -0.91%

Philippine  Stock Exchange  Index
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Philippine Bond Market  

 
On the local fixed income space, bond prices ended higher as yields on average 
fell 33.8 basis points, with most of the fall happening in the latter part of the 
week. During the week, market participants factored in the positive balance of 
payments figure, as well as the release of the April FOMC meeting minutes. 
Despite the fall in yields on Thursday, the dovish tone of the April minutes which 
supported the view that rates will remain lower for longer provided the boost in 
yields by the end of the week.  
 
Week-on-week, yields declined on average by 33.8 basis points. The short-end 
of the curve climbed the most falling 64.2 basis points, with the 1-month yield 
curve dipping 122 bps to 1.92%. The belly and the long-end of the curve fell 
23.0 and 11.4 basis points, respectively.  
 
Philippine Peso  
 
Due to the latest Federal Open Market Committee meeting minutes release 

wherein the Fed alluded to a lift-off in the latter part of the year and coupled with 

weaker-than-expected US economic data, the Philippine Peso appreciated 

against the greenback, offsetting the net foreign selling seen in the equities 

market. For the week, the Philippine peso gained 0.02% to close at 44.490. 

 

 Data from the Bangko Sentral ng Pilipinas showed that OFW remittances in March registered the fastest growth in more 

than five years. Year-on-year, cash remittances in March were up 11.3% to USD2.1 billion. On a year-to-date basis, the 

2015 remittances figure of USD 5.8 billion translates to a 5.5% increase over the prior year. 

 

 The Department of Public Works and Highways (DPWH) announced that it will be extending the deadline for the 

submission of bids for the Laguna Lakeshore project as most interested parties requested for an extension. The deadline 

for the Php122.8-Bn project, which is the largest PPP to date, has been moved by four months from July 2015 to 

November 2015. The interested parties are San Miguel Holdings Corp., Trident Infrastructure and Development Corp., and 

Alloy Pavi Hanshin LLEDP Consortium. 

 

 Data from the Bangko Sentral ng Pilipinas showed a reversal of the balance of payments figure in April from the prior 

year’s deficit. The balance of payments figure in April was a surplus of USD 380 million, a turnaround from last year’s USD 

19 million deficit. On a year-to-date basis, the 2015 balance of payments was at USD 1.26 billion. 

 

 Data from the Bureau of the Treasury (BTr) showed that outstanding government debt in April slightly dipped from the 

figure reported in March. The total face amount of debt was at Php3.85 trillion, lower than the March print of Php3.854 

trillion. Treasury bonds made up the bulk of last month's debt at Php3.57 trillion, with the remaining Php0.28 trillion in 

treasury bills. 

 

 In a statement, the Bangko Sentral ng Pilipinas told reporters that the revenues from the BPO industry will overtake OFW 

remittances within the decade. For the year, BPO revenues are expected to grow at 15%, while remittances are expected 

to grow by at most 6%. Despite this, BSP Deputy Governor Diwa Guinigundo stated that OFW remittances will still be an 

important driver of the Philippine economy. 

 

 

The week ahead (May 25 – May 29) 

 

We expect the PSEi to trade range-bound between 7,730 and 7,900, with downward bias. Movements will be strongly influenced by 
the results of the Q1 GDP. For the local fixed income market, we expect sideways trading with an upward bias to yields as investors 
await the Philippine 1Q GDP print and the revised US 1Q GDP figure.  For the peso, we expect the currency to trade range-bound 
while market players await further statements from the key Fed officials and release of economic data from both the US and the 
Philippines. 

T enor 15-May 22-May  Change

1m 3.13 1.92 -122

3m 2.69 2.07 -62

6m 2.83 2.88 5

1y 3.23 2.44 -78

2y 3.55 2.76 -79

3y 3.68 2.86 -82

4y 3.80 3.34 -46

5y 3.20 3.92 72

7y 3.64 3.84 20

10y 4.38 4.38 -1

20y 4.76 4.43 -33

25y 4.02 4.02 0

Average -33.8

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


