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Global Financial Markets 
 
Global equities were lower this week amid continued resurging concerns on the Greek debt crisis. Meanwhile, US 
Treasury prices slumped as the US markets tracked movements across the Atlantic Ocean following more positive 
expectations for an imminent Greek debt deal. The US Dollar traded sideways this week with a downward bias on 
generally mixed macro-economic data colored by developments in Greece. 
 
Global Equities 
 

Global equities were lower for the week 
amid weak economic data from the US, 
as well as resurfacing concerns 
regarding the Greek debt crisis.  

In the US, share prices were initially 
dragged by the weak 1

st
 quarter GDP 

growth data, though better-than-
expected factory data and auto sales 
served to aid sentiment in recovering a 
little. Moreover, investors largely 
remained on the sidelines ahead of 
unemployment data. During the week, 
the IMF released a statement urging the 
Federal Reserve to delay its rate hikes 
until 2016 given sluggish growth and low 
inflation. However, markets did not take 
this positively, still eventually selling 
down stocks towards the end of the 
week.  

Over in Europe, markets continued to be 
battered by fears on the Greek debt 
default. On a brighter note, last May, 
consumer prices in the Euro-zone rose 
for the first time in six months. Inflation 
in the region rose 0.3% year-on-year, 
exceeding the median forecast of 0.2%. 
Core inflation, which strips out the more 
volatile food and energy prices, climbed by 0.9%, the fastest gain in nine months. Better inflation numbers for the zone was mainly 
due to a rebound in oil prices since earlier this year. Following this development, the Eurozone finance ministers kept rates on hold 
during their monetary policy meeting for the week. 

Asian markets mostly mirrored weakness in the US and European markets. 

Week-on-week, the MSCI World index lost -0.89%, with the MSCI Europe falling -3.56% and the MSCI Asia Pacific ex-Japan falling 
2.00%. The Dow Jones and the S&P500 both gave up -0.28% and -0.32%, respectively.  

Economic data released for the week were mixed. US first quarter GDP was weak, though slightly better than the market estimate, 
jobless claims continued to drop. Factory prices were down however, indicating that US inflation may be weak.  

 For the first quarter of 2015, the US economy contracted by 0.7% year-on-year, slightly better than the market 

estimate of -0.9%. This was a material downward revision from an initial estimate of 0.2% growth, and marked the 

third time since the recession ended that the official measure of GDP fell into negative territory. Real final sales of 

domestic product, a measure of GDP which strips out the volatile change in private inventories, fell1.1%, the largest 

drop since 1Q09. Net trade was a negative as well, as exports fell by the most since 1Q09, while imports increased.  

 Consumer sentiment dropped to a six-month low last May as the University of Michigan’s final sentiment index printed 

at 90.7, beating the market estimate of 89.5, though sharply lower than April’s reading of 95.9. According to the chief 

economist at the Survey, “Although the loss in confidence narrowed in late May, the decline for the month as a whole 

was still substantial as consumers have adopted more modest prospects for a rebound following the economy’s 

dismal first-quarter performance.  

 For the month of May, the Institute for Supply Management's (ISM) factory index rose from an almost two-year low in 

April. The ISM's gauge of factories rose to 52.8 from 51.5 in April as orders rose at the fastest pace in five months. 

This exceeded the market estimate of 52. Note that readings above 50 indicate expansion.  

 

28-May-15 04-Jun-15 % Change

MSCI World 1,791.35 1,775.44 -0.89%

MSCI Europe 138.06 133.15 -3.56%

MSCI Asia-Pacific ex-Japan 497.79 487.82 -2.00%

Dow Jones Industrial Average 18,126.12 18,076.27 -0.28%

S&P 500 2,120.79 2,114.07 -0.32%

Global Equity Performance

0

500

1,000

1,500

2,000

2,500

2006

MSCI World MSCI Europe MSCI Asia-Pacif ic ex-Japan S&P 500



 

June 8, 2015 
 

 

 Consumer spending in the US stalled last April despite incomes increasing by 0.4%. The 0% change followed a 0.5% 

gain in the prior month that was larger than initially estimated. Market consensus had called for consumer spending to 

increase by 0.2%. Meanwhile, the 0.4% increase in earnings was higher than projected, though the savings rate also 

climbed to 5.6% from 5.2%. 

 

 US factory prices continued to decline in April, dropping 0.4% compared to the market estimate of -0.1%. This was the 

eighth decline in nine months, having climbed an upwardly revised 2.2% last March. Business investment plans 

dropped 0.3% while orders for electronic products slumped 4%. Orders for durable goods, meanwhile, dropped 1%.  

 

 US auto sales continued to grow at a sold pace last May, and remained on target for the best sales year in nearly 10 

years. Total vehicle sales were up 7.6% month-on-month to 17.71 million (compared to the market estimate of 17.20 

million). This market the strongest pace since July 2005. 

 

 Private sector payrolls in the US rose by 201,000 last month, slightly higher than the market estimate of 200,000. This 

was according to the national employment report compiled by payroll processor Automatic Data Processing Inc. and 

Moody’s Analytics.  

 

 The number of Americans filing for unemployment claims dropped last week by 8,000 to a seasonally adjusted 

276,000. This was slightly lower than the market estimate of 278,000. Note that jobless claims have now been below 

the 300,000 level for 13 straight weeks. The less-volatile four-week moving average of claims crept slightly higher to 

2,750 to 274,750. 

 

 Non-farm productivity in the US fell sharply in the first quarter by 3.1% year-on-year on a seasonally adjusted basis, 

more or less in line with the market estimate of -3.0%, from the initial estimate of -1.9%. Output was down 1.6% and 

hours worked rose at a 1.6% rate. Unit labor costs spiked by 6.7% year-on-year from an initial estimate of +5.0%.  

Global Bonds 

 

US Treasury prices ended the week lower despite weak economic data 

releases out of the US, as long-term yields tracked the sell-off in German 

bunds amid improved hopes for a Greek debt deal. However, prices 

recovered somewhat towards the end of the week after the IMF urged the 

Federal Reserve to delay rate hikes until the first half of 2016Week-on-week, 

the two-year yields rallied 3.18 basis points to 0.661%, and the 10-year 

yields fell 17.15 basis points to 2.307%.  

 

Currencies  
 

The US Dollar traded sideways this week with a downward bias on generally 

mixed macro-economic data colored by developments in Greece. With the 

greenback trading flat last Friday despite a softening anti-austerity stance on 

the part of Greece just days ahead of their IMF debt coming due, the US 

Dollar continued to strengthen early in the week due to a string better-than-

expected macro-economic results. On Monday the EUR/USD pair fell on the 

back of robust industrial/manufacturing output for the month of May. The US 

registered an Institute of Supply Management (ISM) score of 52.8, beating 

April's 51.5 and the consensus figure of 52.0. Construction grew the most at 

2.2%. On Tuesday, though, reports of ongoing all out efforts on the part of 

key leaders of countries and institutions involved in the Greek debt crisis 

caused some to speculate an 11th hour breakthrough was at hand and the US Dollar fell. The EUR/USD pair rose again 

Wednesday, despite consistent improvements in the US labor market and trade balance (private employers beat consensus job 

additions of 200,000 in May by 1,000 and the US trade deficit shrank to USD41 Bn. instead of USD44 Bn.). Suggestions by senior 

ECB officials that volatility in the Eurozone was here to stay roiled the markets, causing 10-Year German bund yields to rise and the 

greenback to fall. By Thursday, though, the US Dollar recovered slightly on the back of initial jobless claims clocking in 2,000 lower 

than consensus of 278,000 for last week, while most investors waited for the non-farm payroll results due out Friday (US). Week on 

week, the EUR/USD pair rose by 2.27 US Cents, or 2.07%, to close trading at the 1.12 level. 

 

 

US Treasury Yield Curve

Tenor 28-May 4-Jun  +/- bps

3m 0.000 0.010 1.02

6m 0.056 0.066 1.02

2y 0.629 0.661 3.18

5y 1.516 1.641 12.46

10y 2.136 2.307 17.15

30y 2.887 3.041 15.34

Currencies 

29-May 5-Jun % Change

USD/PHP 44.590 44.815 -0.50%

EUR/USD 1.0986 1.1213 2.07%

GBP/USD 1.5291 1.5365 0.48%

USD/JPY 124.15 124.48 -0.27%

AUD/USD 0.7645 0.7682 0.48%

USD/CHF 0.9403 0.9351 0.56%

EUR/CHF 1.03384 1.04850 -1.40%

EUR/JPY 136.35 139.58 -2.31%
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The week ahead (June 8 – June 12) 

 

Market movements this week were driven by economic data releases and the continued drama in the Euro-zone. For the coming 

week, we expect investors to keep a close watch on the US unemployment results. Anything too disappointing could cause 

speculation that the Fed’s rate hike may be delayed further, especially given the IMF’s statement that the Fed should delay its rate 

increases. For next week, we expect the EUR/USD pair to trade range-bound with a slight downward bias as we again count the 

days until their much larger debt obligation in end-June.    
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Philippine Financial Markets 

The local equities market edged slightly lower as markets moved ahead of the inflation print for the month of May and as 
the local bourse tracked movements in global markets. On the local fixed income space, bond prices fell as investors 
remained cautious ahead of the inflation figures, and as global risk-off sentiment was seen amid fears of the Greek debt 
default. Meanwhile, the Philippine peso traded sideways with a downward bias on generally strong US macro-economic 
data and sustained outflows from local financial markets. 
 
 
Local Equities  
  
The PSEi traded sidewats within the 7,490 to 7,600 level following the weaker-
than-expected Philippine GDP growth figure for the first quarter of the year. 
Moving ahead of the inflation print for the month of May, market players took cue 
from foreign econmic data releases and news both globally and regionally. 
Despite the news that inflation came lower than atnicipated at 1.6% for the 
month of May, markets saw a somewhat subdued trading day as market players 
remained cautious of global macroeconomic conditions and probable policy 
changes by the Bangko Sentral ng Pilipinas.  Foreigners were net sellers of 
US$108.8 million for the fourth consecutive week. The local equities index 
closed marginally lower for the week due to lack of fresh local catalysts and corporate earnings results. Week-on-week, the PSEi 
lost 0.71% to close at 7,526.70.   
  

Power 
 One of Energy Development Corp.’s (PSE ticker: EDC) subsidiaries, BacMan Geothermal, Inc. (PSE ticker: BGI), is 

seeking Php5 Bn worth of funding for its geothermal facility expansion in the Bicol region as well as its steam field 
operations. It will be availing of a bilateral loan coming from three to four banks, which will be used to pay the parent 
company for said expenses. 

 
Property 

 Robinsons Land Corporation (PSE ticker: RLC) is planning to double its bottom line in the coming five years 
buoyed by further expansion. The bulk of the expenditures will be allotted for mall and office developments, where 
in terms of the former, they plan to open three to five every year until 2019.  It will also be focusing on building 
more residential properties and hotels. 

 Rockwell Land Corporation (PSE ticker: ROCK) has announced that it is considering the expansion of its public 
float from the current 12.9% to be more in line with peers in the property sector. Management believes that the 
market is undervaluing the company’s stock, albeit acknowledging that it has to wait until the company’s growth 
prospects become compelling enough for investors. Along this line, Rockwell reaffirmed its goal to increase its 
recurring income, mainly through its Rockwell Primaries subsidiary and continued investment in retail and office 
projects.  
 

Holding Firms 
 

 Aboitiz Equity Ventures, Inc. (PSE ticker: AEV) has acquired a majority ownership stake in PETNET, Inc., a local 
remittance firm based in Cebu City. PETNET, Inc. owns the largest Western Union agent network in the Philippines, 
with 250 company-owned locations and 2,230 sub-agent locations. AEV invested PHP 1.004 billion in order to acquire 
a 51% stake, at a price of PHP 407.78 per share. 
 

 Metro Pacific Investments Corporation (PSE ticker: MPI) has emphasized that it will not immediately float new shares 
despite having received shareholder approval to increase its authorized capital stock by PHP 10 billion. Having won its 
bid for the USD 1.4 billion Cavite Laguna Expressway, management asserts that it has alternative sources of capital. 
Aside from internal resources, the company is open to taking in a partner or funding from various local and foreign 
banks. 
 

Services 

 Philippine Long Distance Telephone Co. (PSE ticker: TEL) has acquired a majority stake in Metro Kidapawan 
Telephone Corporation (Metro Phone). Based in North Cotabato, Metro Phone is a leading player in the regional fixed 
line market and currently serves 75% of all business in Mindanao. Through subsidiary PLDT Philcom, Inc., TEL is 
expected to leverage Metro Phone in expanding its operations in Region XII. 

 
 
 
 
 
 

29-May 5-Jun % Change

PSEi 7,580.46 7,526.70 -0.71%

Philippine  Stock Exchange  Index
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Philippine Bond Market  

 
On the local fixed income space, bond prices were little changed at the beginning 
of the week as investors remained on the fence ahead of the May inflation figure. 
On Friday morning, May inflation clocked in at 1.6%, much lower than the market 
consensus estimate of 1.9% and the lowest since 1998. Note that this was also 
below the 2-4% targeted range set by the BSP. Nevertheless, fears on the Greek 
debt default kept investors from going into riskier assets.  
 
Last Monday, the government sold Php8 billion worth of 3-month bills, Php6 
billion worth of 182-days notes and Php1.515 billion of one-year paper. Only the 
91-day and 182-day tenors were fully awarded at average yields of 2.142% and 
2.36%, respectively. Meanwhile, the 1-year paper was only partially awarded at 
2.512%. Bids tendered amounted to Php34.31 billion, compared to the auction 
size of Php20 billion. 
 
Week-on-week, yields climbed on average by 0.6 basis points. The short-end of 
the curve fell by 13.96 basis points, while belly and long-end of the curve rose 
11.73 and 1.37 basis points, respectively.  
 
Philippine Peso  

 
After starting the week on solid footing the Peso traded sideways all throughout the week with a downward bias on the steady flow 

of positive US macro-economic news, continued outflows from the local equities market and a general wait-and-see attitude toward 

the outcome of the Greek debt crisis and US noon-farm payroll result due Friday (US). On Monday, the Peso started strong on the 

1st quarter US GDP disappointment of a -0.7% contraction, mostly on weather disruptions last winter. Then, expansion in industrial 

and manufacturing activity in the US resulted in a sentiment-driven greenback rally that kept the Dollar up for the rest of the week as 

investors considered the positive developments in the US labor market while waiting for Friday's non-farm payrolls report. The US 

Dollar strengthened again at the end of the week on concerns of a possible BSP rate cut following the weak May inflation print of 

1.6% and sustained improvement in the US labor market.  Week-on-week the USD/PHP pair rose by 22.5 centavos, or 0.50%, to 

close this week's trading at the 44.82 level. 

 

 The estimation of balance of payments (BOP) in the Philippines currently reached a $2 Bn surplus by year-end. As per 

Bangko Sentral ng Pilipinas (BSP), this is a turnaround from last year’s $2.879 Bn deficit. The BOP projection took into 

account the fall in oil prices, strong inflows abroad, higher direct and portfolio investments, and growth in the industries, 

business process outsourcing and tourism, as said by BSP Governor Diwa Guinigundo. 

 

 Budget deficit of the Philippines narrowed in the first three months of the year incurring Php33.5 Bn as compared to the 

previous year’s Php84.1 Bn deficit in the same quarter. It was largely behind the Php98.1 Bn target for the period. 

Government revenues had a better figure as well compared to last year, reaching PHp470.5 Bn from Php398.4 Bn, 

although still behind the Php484.1 Bn target.  

 

 Merchandise imports dropped sharply in March by 6.8% to $5 Bn compared to February, where it recorded a 10.2% 

growth. Growth projection for imports this year is a meager 1% mainly due to declining performances of fuels and plastics, 

down by 47.3% and 16.9% respectively. They have a combined share of 14.4% in total imports. In terms of other product 

imports, electronics rose marginally and payments for raw materials and intermediate goods declined. 

 

 

 The Committee on Appropriations approved the new funding provisions of the Bangko Sentral ng Pilipinas (BSP), involving 

a capital hike from Php50 Bn to Php200 Bn. The increased capitalization of Php150 Bn serves to spur the monetary 

authority’s financial sustainability. Among other proposed changes were tax exemption provisions, exchange rate reserves, 

and open-market operations. 

 

  Philippine GDP for 1Q15 has slowed to 5.2%, dropping 1.4 percentage points from the previous quarter’s 6.6%. The 

weaker than expected growth was mainly due to low public spending, which was 13% short of the target. Other 

components that had slower growth would be exports and services, which grew only 1% and 5.6% respectively. 

 

 After the release of the slowed 5.2% GDP for the first quarter, Bangko Sentral ng Pilipinas (BSP) does not feel the need to 

adjust the current monetary policy setting. BSP Governor Amando M. Tetangco says it is still appropriate as he sees  

 

T enor 29-May 5-Jun  Change

1m 2.19 1.97 -22

3m 2.15 2.19 4

6m 2.73 2.35 -38

1y 2.49 2.48 0

2y 2.79 2.66 -12

3y 2.84 3.61 76

4y 3.80 3.79 0

5y 3.91 3.92 1

7y 3.73 3.68 -5

10y 4.35 4.39 4

20y 4.62 4.62 0

25y 4.02 4.02 0

Average 0.6

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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further economic growth and good prospects for the rest of the year. The government’s 2015 GDP target remains at 7-8 

percent. 

 

 The Philippine Stock Exchange, Inc. (PSE) was authorized to obtain a Php1.15 Bn clean term, five-year loan from several 

banks for the purchase of stockholder shares in the Philippine Dealing System Holdings Corp. (PDS). The loan will be 

embodying about half of PDS’ P2.25 Bn valuation of the shares. PSE expects to complete the arrangement by end-July 

2015. 

 

 

 

The week ahead (June 8 – June 12) 

 

We expect the PSEi to trade range-bound between 7,450 and 7,650, with downward bias. Movements will be strongly influenced by 
local corporate news and global economic data releases. For the local fixed income market, we expect yields to trade with a slight 
downward bias following the very low May inflation figure, though external events such as the Greek debt crisis may keep interest in 
the local assets at bay. For next week, we expect some consolidation in the USD/PHP pair on profit-taking following the 
greenback's recent strengthening. 


