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Global Financial Markets 
 
Global equities were lower this week following the prior week’s strong US non-farm payrolls report, which caused worries 
of an earlier Fed rate hike. Meanwhile, US Treasury prices declined as the release of a higher-than-expected jobs data last 
week resulted to stronger expectations for a Fed lift-off in September. The EUR/USD pair traded sideways with a 
downward bias on positive US macroeconomic indications and continuing negotiations to resolve the Greek debt crisis. 
 
Global Equities 
 

Global equities were lower once 
again lower as investors mulled 
over the implications of a strong US 
nonfarm payrolls report. Losses 
were only slightly mitigated by 
optimism over the resolution of the 
Greek debt crisis.  

US stocks were pulled down after 
the non-farm payrolls figure for May 
came in much higher-than-
anticipated, causing speculation 
that the Federal Reserve may hike 
rates sooner rather than later. 
However, stocks did recover 
somewhat as the debt situation in 
the Euro-zone appeared to be 
improving. 

Meanwhile, European markets 
were weighed down initially by talks 
that the resolution of the Greece 
debt crisis was uncertain, then 
eventually recovered as concerns 
eased. Economic data from 
Germany was likewise strong. 
Industrial production in Germany 
was up 0.9% month-on-month last 
April, and its trade surplus rose to 
22.3 billion euros from 19.4 billion 
euros in March. The surplus figure 
was the highest on record and was 
driven by strong exports. 

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

Week-on-week, the MSCI World index lost -0.74%, with the MSCI Europe falling -1.28% and the MSCI Asia Pacific ex-Japan falling 
2.67%. The Dow Jones and the S&P500 both gave up -1.73% and -1.60%, respectively.  

Economic data released for the week was quite strong, especially the US non-farm payrolls report, which caused speculations of an 
earlier Federal Reserve rate hike.  

 US nonfarm payrolls rose by 280,000 in May, far outpacing the market estimate of 226,000, from a downwardly 

revised 221,000 last April (previously 223,000). One factor which served to dampen enthusiasm on the strong 

figure,however, was the revelation that 213,000 of the 280,000 payrolls increase was due to the BLS’s “Birth-Death 

Adjustment”, which is an estimate of jobs by companies newly born in May. Meanwhile, the unemployment rate inched 

slightly higher to 5.5% compared to the market estimate of 5.4% as the number of people looking for jobs increased 

faster than the number of jobs available. 

 US outstanding consumer credit grew by US$20.54 billion in April, or a 7.3% year-on-year seasonally adjusted 

increase, reflecting a sharp spike in revolving credit. This marked the second largest increase since the recession 

ended almost six years ago.  

 According to the April Job Openings and Labor Turnover Survey, the number of job openings rose 5.2% to a 

seasonally adjusted 5.376 million (compared to the market estimate of 5.044 million). This was the highest since 

December 2000, following an upwardly revised 5.109 million in March. Hiring slowed for a second straight month to 

5.0 million from 5.1 million. According to economists, the lag in hiring indicates that employers cannot find qualified 

workers for the open positions.  

03-Jun-15 10-Jun-15 % Change

MSCI World 1,789.91 1,776.71 -0.74%

MSCI Europe 134.28 132.56 -1.28%

MSCI Asia-Pacific ex-Japan 493.26 480.08 -2.67%

Dow Jones Industrial Average 18,076.27 17,764.04 -1.73%

S&P 500 2,114.07 2,080.15 -1.60%

Global Equity Performance
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 For the month of May, the National Federation of Independent Business’s small business optimism index spiked to 

98.3, beating the market estimate of 97.2 and slightly above the index’s 42-year average of 98.0 from 96.9 in April. 

The report stated that its appears the small business sector had finally achieved a normal level of activity.  

 The Conference Board Employment Trends index improved to 128.60 from April’s downwardly revised 128.10. On an 

annual basis, this represented a 5.1% gain. According to the Managing Director at the Board, the employment trends 

index had been growth at 3.5% year-on-year over the past 6 months, which is solid, but slower than the rates of the 

past 2 years. 

Global Bonds 

 

US Treasury prices ended the week lower as the US non-farm 

payrolls report came out to be stronger than expected at 280,000 (vs. 

estimates of 223,000). This led to speculations that the Fed will initiate 

the normalization of interest rates by September. The volatility in the 

Eurozone caused by Greece's announcement that it will not be able to 

repay its debt from the IMF added to the pressure on yields. During 

the week, 3-year notes were auctioned off and were sold at a yield of 

1.125%, the highest since 2011. Week-on-week, the two-yield yields 

gained 5.25 basis points to 0.725% while the ten-year yields rose 

11.96 basis points to 2.484%, equivalent to its seven-month high. 

 

Currencies  
 

The EUR/USD pair traded sideways with a downward bias on positive 

US macroeconomic indications and continuing negotiations to resolve 

the Greek debt crisis. After ending last week on a high note the 

greenback traded sideways so far this week with a downward bias. 

Last Friday, the US Dollar rallied on the robust non-farm payroll result 

released the same day. On Monday, however, the US Dollar slipped 

on reports that US President Obama purportedly voiced his concern 

that the greenback was too strong.  Mid-week, the US Dollar tumbled 

again Wednesday this time on continuing expectations that a 

breakthrough on the Greek debt crisis may soon be at hand given the 

more intense discussions and more frequent meetings among Greek, 

German and French heads of state. Week-on-week, the EUR/USD 

pair fell 0.67 US Cents, or 0.59%, to close the week at the 1.1291 level.   

 

The week ahead (June 15 – June 20) 

 

Market movements this week were driven by the US non-farm payrolls report results, which came out stronger than expected and 

caused speculation that the Fed may hike rates. For the coming week, we expect investors to continue to monitor economic data, 

and most especially the upcoming FOMC meeting which may give more clue as to when the first rate hike will be. For next week, 

we expect the EUR/USD pair to trade range-bound with a slight downward bias as the market factors in the effect of the recent slew 

of positive macroeconomic indicators in the US on the upcoming Fed FOMC meeting next week. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

US Treasury Yield Curve

Tenor 3-Jun 10-Jun  +/- bps

3m 0.010 0.015 0.51

6m 0.061 0.091 3.03

2y 0.673 0.725 5.25

5y 1.687 1.785 9.85

10y 2.364 2.484 11.96

30y 3.102 3.216 11.34

Currencies 

4-Jun 11-Jun % Change

USD/PHP 44.815 44.910 -0.21%

EUR/USD 1.1358 1.1291 -0.59%

GBP/USD 1.5431 1.5495 0.41%

USD/JPY 124.07 123.06 0.82%

AUD/USD 0.7754 0.7764 0.13%

USD/CHF 0.9296 0.9333 -0.40%

EUR/CHF 1.05596 1.05384 0.20%

EUR/JPY 140.92 138.95 1.42%
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Philippine Financial Markets 

The local equities market edged slightly lower as volatility in the global scene induced continued foreign selling. On the 
local fixed income space, bond prices fell amid an over-all global risk off sentiment given strong US nonfarm payrolls and 
the Greek debt drama. The USD/PHP pair traded sideways this week with an upward bias on strong US data and on the 
influence of foreign fund flows. 
 
 
Local Equities  
  
The PSEi traded in huge swings, declining by at most 2.16% in one day 
and recovering another 1.62% by the end of the shortened trading week. 
Developments overseas such as strong US jobs report and Greece's 
possible default affected sentiment locally driving foreign investors to close 
positions in the Philippines. In just four days, foreigners sold out Php2.86 
billion, making this week the fifth consecutive week of net foreign selling. 
Thin volume of trades was also experienced as market participants 
awaited for the release of the FOMC meeting minutes. Week-on-week, the 
PSEi lost 0.31% to close at 7,503.72.  
  

Financials 
 

 In a disclosure made to the PSE yesterday, BDO Unibank Inc. (PSE ticker: BDO) announced that it is looking to take 
full control of the life insurance operations on one of the country’s largest pre-need firms as it expands its presence in 
the sector. BDO will be terminating its joint venture with Italy-based Assicurazioni Generali S.p.A. named Generali 
Pilipinas Holding Company, Inc. (GPHC). Eventually, the company will be renamed BDO Assurance Holdings Corp. 
and BDO Life Assurance Company, Inc. 

 
Industrial 
 

 D&L Industries, Inc. (PSE ticker: DNL) secured the green light from shareholders to boost capitalization and sell a 

property owned by its subsidiary Chemrez Technologies, Inc. During its annual meeting yesterday, D&L shareholders 

approved the increase in the company’s capital stock to Php18 billion from Php4 billion, with a par value of Php1 per 

share. Likewise, a 100% stock dividend was declared totaling 3.57 billion shares, which will be taken out of the capital 

hike.  

 
Property 

 
 Ayala Land Inc. (PSE ticker: ALI) has decided to invest about P40 billion in ARCA South in Taguig, a commercial and 

residential mixed development near Makati and Bonifacio Global City. Upon completion of the project, the commercial 
area will be ideal for BPOs who need easy access to major transportation channels. It will also cater to a wide range 
of prospective residents because of the different markets that Ayala Land Premier, Alveo and Avida are targeting. ALI 
is optimistic that ARCA South Corporate Center will stimulate remarkable growth in the South.  

 
Holding Firms 
 

 With election season fast approaching, San Miguel Corp. (PSE ticker: SMC) has decided to allocate P32 billion of its 
funds for the expansion of San Miguel Pure Foods’ manufacturing and storage facilities for the next 3 years as SMC’s 
President and CEO Ramon S. Ang is expecting a 10 to 15 percent increase of sales. Ang said, “With election year in 
the next 12 months, businesses who offer consumer products such as beer, food, and whiskey will deliver better 
performance.” 
 

 Metro Pacific Investments Corp. (PSE ticker: MPI) received the notice of award for the Php62.72-billion Cavite-Laguna 

Expressway (CALAX) project. It has to pay the government the 20% of the Php27.3 billion bid premium or Php5.5 

billion by June 29, with the remaining 80% payable in the next nine years. Under the concession agreement, the 

Company can maximize debt up to 80% and 20% equity. Currently, MPI is talking with three to four local banks to help 

it finance the project. 

 
 GT Capital Holdings, Inc.'s (PSE ticker: GTCAP), Toyota Motors plans to boost annual output by 20% in the next two 

years following the recently launched incentive scheme of the government. According to the government scheme, a 
car manufacturer can get incentives if the model produced has a track record of competitiveness, plans to make new 
investment in assembly and targets a production volume of at least 200,000 over six years. Currently, Toyota Motors 
manufactures 40,000 units with 2,000 monthly production of Vios, which it plans to increase to 2,500. 

5-Jun 11-Jun % Change

PSEi 7,526.70 7,503.72 -0.31%

Philippine  Stock Exchange  Index
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Services 
 

 Philippine Long Distance Telephone Co. (PSE ticker: TEL) is looking to make more acquisitions to strengthen its 
nationwide fixed line business. Chairman Manuel V. Pangilinan has noted that the company is open to more deals 
similar to the recently-announced Metro Phone deal in North Cotabato. Factoring in further expansion in the 
provinces, TEL has reiterated its 2015 profit guidance of PHP 35 billion. 
 

 Bloomberry Resorts Corp. (PSE ticker: BLOOM), the company operator of Solaire Resort & Casino, has eyes on 

expanding its hotel and gaming business towards Taiwan after the corporation has bought hectares of land in the 

Incheon Free Economic Zone, South Korea. The Chairman of Bloomberry, Enrique K. Razon, Jr., told reporters that if 

Taiwan would legalize gaming, then the company would consider on expanding to Taiwan. With Taiwanese legislators 

eyeing for a draft for rules and regulations on establishing and managing casinos, Mainland China has threatened to 

shut off transport and trade link if Taiwan legalizes gaming on the outlying islands of Mainland China. 

 
 
 
Philippine Bond Market  
 
On the local fixed income space, bond prices were lower amid a global 
risk-off sentiment given speculations of an early rate hike following the 
strong US non-farm payrolls report. Concerns were also evident 
regarding the ongoing Greek debt drama, which only subsided towards 
the end of the week. Meanwhile, weaker-than-expected local exports data 
released Thursday served to boost bond prices amid speculation that 
slowing local growth could prompt the BSP to maintain an 
accommodative monetary policy stance for longer.  
 
Week-on-week, yields climbed on average by 24 basis points. The short-
end and belly of the curve both rose by 31.10 and 32.31 basis points, 
respectively.  
 
Philippine Peso  

 
The USD/PHP pair traded sideways this week with an upward bias on 

strong US data and on the influence of foreign fund flows. 

The Peso started the shortened holiday week with loose footing, only to 

regain traction mid-week prior to closing today at its weakest since March 

last year. On Monday, investors promptly priced in the terrific US labor result over the weekend in which non-farm-payrolls of 

280,000 for May beat consensus of only 265,000. This continued the Pesos losing streak from the previous week by an extra day, 

Monday. On Tuesday, however, the Peso was supported by indications from top BSP officials that the government would intervene 

to prevent excessive foreign exchange volatility. The Peso stayed strong Wednesday, despite the weaker than expected export 

print for April, which fell 4% to USD 4,376 million. The resilience was due to a regional Yen-led rally, vis-a-vis the greenback, on the 

BOJ's Kuroda expressing concern that the JPY is "too weak". On Thursday, however, the Peso succumbed to sustained outflows of 

foreign funds from local financial markets given the increasing evidence in support of a Fed rate hike sooner rather than later and 

the attendant risk-off sentiment. Also, the preference for North Asia persisted throughout the week. Week on week, the USD/PHP 

pair climbed 9.5 centavos, or 0.21%, to close the week at the PHP44.910 level.   

 

 The Bangko Sentral ng Pilipinas reported a more than 50% fall in Foreign Direct Investments (FDI) year-on-year caused by 

the downfall in all the items that comprise the FDIs. This is despite the fact that a net inflow of $229 million was registered in 

March. 

 

 Energy secretary Carlos Jericho Petilla sees no repeat in the December 2013 record spike in electricity rates, in which he 

believes power players will behave better this year. Ongoing review of regulatory measures was implemented by the Energy 

Regulatory Commission’s investigating unit in order to avoid market misbehavior. 

 

 The Philippine Statistics Authority has noted a 4.1% decline in Philippine exports for the month of April 2015 due to a 

significant decrease in petroleum earnings brought by the continuous fall in crude oil prices. A tremendous 94.8% decline in 

petroleum exports from $52.0 million in April 2014 to $2.7 million in April of this year has also been recorded. 

 

 

 

 

T enor 4-Jun 11-Jun  Change

1m 2.45 2.36 -9

3m 2.22 2.21 -1

6m 2.33 2.87 54

1y 2.39 3.20 81

2y 2.66 2.69 3

3y 2.79 3.51 72

4y 3.78 3.79 1

5y 3.42 3.90 49

7y 3.70 4.08 38

10y 4.37 4.37 0

20y 4.61 4.62 1

25y 4.02 4.02 0

Average 24

Peso Yie ld Curve                                        

(PDST-F Reference Rates)
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 The Philippine Statistics Authority has noted lower unemployment for the month of April 2015 at 6.4%. Year-on-year, the 

number of unemployed in the country decreased by 243,000 from a rate of 7.0% in April 2014. The National Capital Region 

continues to have the highest unemployment rate in the country at 9.3%, while the Autonomous Region in Muslim Mindanao 

has the lowest at 3.2%. 

 

 Tourism Promotion Board COO Domingo Enerio III has singled out issues with the Bureau of Internal Revenue (BIR) as 

significant roadblocks to greater foreign direct investment in Philippine tourism. In particular, the BIR has refused to release 

revenue regulations in relation to the incentives mandated by the Tourism Act of 2009. Pending incentives include 5% gross 

income taxation, tariff exemptions and income tax holidays. 

 

 

 

 

The week ahead (June 15 – June 20) 

 
We expect the PSEi to trade range-bound between 7,420 and 7,600, with an upward bias. Bargain hunting can be after the 
persistent sell-off in the past weeks. 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 sideways with a slight upward bias ahead of the FOMC 
meeting next week. Any indications of an early rate hike could serve to push yields even higher. For next week, we expect the 
USD/PHP pair to trade range-bound with a slight upward bias as the market accounts for the influence of recent labor improvement 
in the US on the FOMC meeting next week.  


