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Global Financial Markets 
 
Global equities were lower this week amid continuing concerns over the Greek debt crisis. However, losses were 
somewhat tempered by the perceived dovish tone during the FOMC meeting for the week. Meanwhile, US Treasury prices 
recovered amid the Fed's dovish statements and lower-than-expected inflation figure. The US Dollar ended last week on a 
strong note and traded sideways with an upward bias into the middle of this week, prior to falling markedly on the dovish 
tone of this week's FOMC meeting with regard to Fed liftoff. 
 
Global Equities 
 

Global equities closed marginally lower 
this week as recurring concerns on the 
ongoing Greek debt crisis were 
somewhat tempered by what was 
perceived to be dovishness from the 
Federal Reserve’s FOMC meeting.  

US stocks were mostly lower at the 
beginning of the week, weighed down 
by Greece’s failure to reach an 
agreement with the Euro-zone 
regarding its debt payments. However, 
stocks rallied towards the end of the 
week after investors perceived the 
results of the FOMC meeting to be 
more on the dovish side. Slow inflation 
data for the month of May likewise 
helped stocks recover further. During 
the latest FOMC meeting ended 
Thursday, the Federal Reserve 
signaled that it expects to increase the 
federal funds rate from the current 
level of zero at some point in 2015. 
However, it also added that the 
trajectory of normalization is likely to 
be less steep than previously thought. 
According to the Fed, the economy 
had resumed a moderate pace of 
expansion following another disappointing winter. The latest dot plot projections suggested that a September lift-off remained 
possible though there was a shift later in terms of additional increases. Two officials reportedly did not want to move rates at all this 
year, while five officials wanted to raise rates by 25 bps and five others wanted to raise by 50 bps. 

European markets were likewise much lower as investors continued to remain cautious amid the continuing Greek debt drama. 
Markets did recover towards the end of the week, however, as bond prices regained stability.  Meanwhile, Asian markets continued 
to mirror weakness in the US and European markets. 

Week-on-week, the MSCI World index was up slightly by 0.07%. However, the MSCI Europe index and the MSCI Asia-Pacific ex-
Japan index fell -2.21% and -0.15%, respectively. The Dow Jones and the S&P500 both gave up -0.57% and -0.40%, respectively.  

 

Economic data releases for the week was quite strong, especially the US jobless claims report, though the weak inflation figure 
further validated speculation that rates could be lower for longer.  

 US retail and food service sales for the month of May rose to US444.9 billion, up 1.2% month-on-month and 2.7% 

year-on-year. Total sales on a year-to-date basis through May was up 2.1% year-on-year. Broken down, retail trade 

sales were up 1.4% from April and 2% above last year. Motor vehicle and parts dealers were likewise up 8.2% year-

on-year, and food services and drinking places were up 8.2% year-on-year.  

 The number of Americans filing for unemployment claims rose by 2,000 to a seasonally adjusted 279,000 for the week 

ended June 6, slightly higher than the market expectations of 275,000. Meanwhile, the less-volatile four-week moving 

average of claims rose 3,750 to 278,750 in the week prior. 

 Industrial production in the US fell last May amid a slowdown in manufacturing and mining. Industrial output was down 

0.2% month-on-month, compared to the market estimate of +0.2%, following April’s downwardly revised -0.5%. Note 

that industrial production has not increased in any of the last six months. 

 

11-Jun-15 18-Jun-15 % Change

MSCI World 1,779.45 1,780.62 0.07%

MSCI Europe 133.28 130.34 -2.21%

MSCI Asia-Pacific ex-Japan 481.76 481.06 -0.15%

Dow Jones Industrial Average 18,039.37 17,935.74 -0.57%

S&P 500 2,108.86 2,100.44 -0.40%

Global Equity Performance
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 For the month of June, confidence among US home builders improved to the highest level in nine months. The 

National Association of Home Builders’ confidence index spiked 5 points to 59, compared to the market estimate of 

56. According to the association’s chief economist, measures of current and future sales expectations "are at their 

highest levels since the last quarter of 2005, indicating a growing optimism among builders that housing will continue 

to strengthen in the months ahead.” 

 US housing starts fell in May, likely driven by the unusually wet weather in several states. Housing permits, on the 

other hand, surged to a near eight-year high, suggesting that the pullback in housing starts was just temporary. 

Groundbreaking dropped 11.1% to a seasonally adjusted annual pace of 1.04 million units (vs. estimates of 1.10 

million). Housing starts for single-family homes, which account for the largest share of the market, fell 5.4% to a 

680,000 unit pace while starts for multifamily segment declined by 20.2% to a 356,000 unit rate. Meanwhile, permits 

for future home construction increased 11.8% to 1.28 million-unit rate, the highest since August 2007. 

 Applications for home mortgages in the US fell in the prior week as interest rates climbed to the highest since October 

2014. According to the Mortgage Bankers Association, its seasonally adjusted index of mortgage application activity, 

which includes refinancing and home purchase demand, sank 5.5%. 

 Consumer prices in the US rose less that expected in May, as the over-all consumer price index advanced by just 

0.4%. Core prices, which do not include fuel and food costs, rose by just 0.1% YoY, the smallest gain so far in 2015. 

This was lower than the market estimate of a 0.2% rise.  

 Jobless claims in the US declined by 12,00 to 267,000 for the period ended June 13, compared to the median 

estimate of 277,000 new applications. This marks the lowest since the week ended May 9, and marks the 15th straight 

week that jobless claims have come in below 300,000. Meanwhile, the less-volatile four-week moving average of 

claims dropped to 276,750 from 278,750 in the prior week.  

Global Bonds 

 

US Treasury prices recovered as the Fed, in its recent monetary 
policy meeting, turned out to be more dovish than had been expected. 
It also revised its economic growth forecast for 2015 to a range of 
1.8% to 2.0% from the earlier projection of 2.3% to 2.7%. Moreover, it 
indicated that the trajectory of interest rate hike will likely be more 
gradual. The US's inflation rate data also came out during the week 
which further supported treasury prices. 
  
Week-on-week, the two-yield yields lost 8.00 basis points to 0.713% 
while the ten-year yields fell 4.27 basis points to 2.377%. 
 

Currencies  
 

The US Dollar ended last week on a strong note and traded 

sideways with an upward bias into the middle of this week, prior to 

falling markedly on the dovish tone of this week's FOMC meeting 

with regard to Fed liftoff. Last Friday, better-than-expected US 

consumer sentiment (University of Michigan) index score of 94.6 

sent the greenback higher against the backdrop of a likely exit by 

Greece from the EU over its all-but-certain default by month-end. 

The failure of last-ditch talks over the weekend to result in a deal to 

save Greece from default, coupled with robust US housing-sector 

data, kept the Dollar strong Monday and Tuesday, given the 

encouraging gain (+11.8%, YoY) in new home construction 

applications last April. On Wednesday, however, the greenback 

corrected on Fed Chair Janet Yellen's tone implying that while the Fed is inclined to begin normalizing monetary policy this year, the 

pace will be subdued compared to previous expectations given the need for more decisive gains in the face of persistent wage 

stagnation and underemployment. US Mortgage applications for last week also fell 5.5% on higher financing costs. The same 

concerns weighed on the US Dollar, Thursday, on the recent neutral tone from the FOMC meeting and lower-than-expected CPI 

figures in the US economy despite some other indicators that came in above consensus. For the better part of this week, the 

EUR/USD pair climbed 0.49 US Cents, or 0.43%, to close trading at the 1.1315 level. 

 

The week ahead (June 22 – June 26) 

 

US Treasury Yield Curve

Tenor 11-Jun 18-Jun  +/- bps

3m 0.010 0.000 -1.02

6m 0.096 0.066 -3.03

2y 0.713 0.633 -8.00

5y 1.726 1.625 -10.04

10y 2.377 2.335 -4.27

30y 3.096 3.129 3.35

Currencies 

12-Jun 19-Jun % Change

USD/PHP 45.150 45.110 0.09%

EUR/USD 1.1266 1.1315 0.43%

GBP/USD 1.5561 1.5857 1.90%

USD/JPY 123.39 123.15 0.19%

AUD/USD 0.7731 0.7754 0.30%

USD/CHF 0.9288 0.9229 0.64%

EUR/CHF 1.04569 1.04423 0.14%

EUR/JPY 139.02 139.34 -0.23%



 

This week, market movements were driven by the ongoing Greek debt drama, as well as expectations and speculation on what the 

Fed might reveal during its FOMC meeting. With that done, investors will once again begin to focus on more economic data 

releases (especially following this week's lower-than-anticipated inflation figure). Next week, global equity markets could trade 

sideways with a slight downward bias, should the home sales and durable goods data come out better-than-expected. Non-

resolution of the Greek debt crisis will likewise serve to drag sentiment, especially as the deadline for payment draws close. For 

next week, we expect the EUR/USD pair to trade range-bound with a slight downward bias as the market continues to wait with 

baited breath for a final resolution to the Greek debt crisis. Trading range for EUR/USD pair next week stays 1.11-1.14. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Philippine Financial Markets 

The local equities market recovered gains as the uncertainty from the Fed rate hike eased somewhat. The Peso traded 
sideways vis-a-vis the US Dollar all week, barely appreciating as investors weighed several considerations including 
improving US economic fundamentals, the FOMC meeting, domestic public under-spending and the Greek debt crisis. 

 
 
Local Equities  
  
The PSEi ended higher after the FOMC meeting as the Fed guided that the 
normalization of interest rates should not be overstated. It also lowered its 
2015 growth forecasts in spite of the improving economy. Recent economic 
data such as housing starts, building permits, jobless claims and CPI, 
which came out this week were mixed. Concerns on the Greek debt 
defaults also subsided despite the involved parties having yet to reach an 
agreement. Also worth noting was the return to net foreign buying on 
Friday, after nearly a month of net foreign selling. 
  
Week-on-week, the PSEi gained 97.45 points, or 1.30%, to close at 
7,601.17. Foreigners were net sellers at Php2,337.27 million. 
 

Industrial 
 

 SSI Group Inc. has earmarked over Php3.7 billion for capital expenditure in the next two years to fund its expansion. 

According to the management, the Company aims to grow its net income and revenue by 19% to 22% this year 

through the addition of 21,000 sqm of retail space and another 16,000 to 17,000 next year. As of the first quarter of 

the year, SSI's retail footprint reached 138,000 sqm. SSI continues to be optimistic with the country's favorable 

macroeconomic condition driven by robust OFW remittances and the BPO sector.  

 Korea Exchange-listed STS Semiconductor & Telecommunications Co. Ltd., the parent company of Phoenix 

Semiconductor Philippines Corp. (PSE ticker: PSPC), is facing “liquidity” issues because its investee company BKE&T 

Co. Ltd. (BKE&T) has gone bankrupt. STS, serving as the guarantor to BKE&T’s loans, will have to answer for 

BKE&T’s creditors raising the possibility that STS will come across liquidity issues. PSPC’s management on the other 

hand, firmly believes that this will not have a negative impact on PSPC’s business operations. 

 
Property 

 

 Villar-owned Vista Land and Lifescapes, Inc. (PSE ticker: VLL) will issue a new set of dollar notes to redeem $100-

million 6.75% notes due in 2018 and $350-million 7.45% notes due 2019. The new notes, which is set to have a 

seven-year bond, is being marketed to yield around 7.75%. The global coordinators and bookrunners of the bond will 

be DBS and HSBC while the joint domestic lead managers are BDO Capital and China Banking Corp. 

 Filinvest Land, Inc. (PSE ticker: FLI) plans on raising almost P8 billion of bond issues as they return to the bond 

market for them to refinance debt and partially fund capital expenditure (capex) requirements. The Company plans on 

a target revenue of P7.91 billion from the sale of seven and ten year bonds due 2022 and 2025, respectively and will 

be used to refinance liabilities and bankrolls to its different departments. 

 
Holding Firms 
 

 The real estate arm of LT Group Inc. (PSE ticker: LTG), Eton Properties Philippines Inc., reported 77% increase in net 

profit in the first quarter on higher rental income. Total revenues grew by 20% to Php644.46 million from Php539.14 

million. The management said that it is very optimistic with regard to the growth prospects of the Company amid the 

robust growth in the BPO sector. 

 AXA Philippines, one of the largest and fastest growing life insurance companies in the Philippines and a subsidiary of 

GT Capital Holdings (PSE ticker: GTCAP), has reported its first quarter 2015 Global Activity Report with a highligh of a 

36% increase over their first quarter sales from P829 million to P1 billion. Majority of AXA’s 68% sales came from the 

bancassurance channel in which its insurance products are being sold through Metrobank and PSBank branches 

nationwide. 

 
Services 
 

 Philippine Airlines Inc. (PAL) has signed an international code share agreement with Turkish Airlines that will boost 

tourism and investments between the Philippines and Turkey due to the expanded menu of travel options that the two 

12-Jun 19-Jun % Change

PSEi 7,503.72 7,601.17 1.30%

Philippine  Stock Exchange  Index



 

airlines will now offer. Under this agreement, the number of flights between Manila and Istanbul will increase to seven 

per week compared to the current three flights per week.  

 International Container Terminal Services, Inc. or ICTSI’s (PSE ticker: ICT) Vice-President and Asia Region Head, 

Christian R. Gonzalez, said to reporters that the company is considering on bidding the modernization plans for Sasa 

port in Davao if the government decides to make certain changes in the investment cost of the port. The bid 

documents, which costs almost P19-billion, have yet to be purchased by the company. 

 Cebu Air Inc. (PSE ticker: CEB) will be acquiring 16 brand new ATR72-600 turboprop aircraft for USD 673 million. 

This new acquisition will enable the carrier to capture growing demand for inter-island services, and is part of a wider 

USD 4 billion fleet renewal program. Aside from the new ATR planes, this plan sees Cebu Pacific adding 37 more 

Airbus aircraft by the year 2021. 

 Travellers International Hotel Group, Inc. (TIHGI), owner of Resorts World Manila, is reported to allot P8 billion in 

capital expenditures to expand its retail, tourism and convention facilities. President Kingson Sian said that the 

expansion complements the bullish growth of Philippine tourism with around 1.4 million international visitor arrivals in 

the first quarter of 2015. 

 
 
 
Philippine Bond Market  
 
On the local fixed income space, it was a waiting game at the start of the week 
as investors anxiously looked towards the FOMC meeting concluded on 
Wednesday. However, bond prices rallied thereafter as market players 
perceived comments from the Federal Reserve’s meeting during the week to be 
more on the hawkish side, thus spurring hopes for a prolonged period of low 
interest rates.  
 
On Tuesday, the government auctioned off a 5-year FXTN re-issuance which 
were originally issued as 5-year debt last May 2013. The government received 
Php40.66 billion in bids for the 2.125% note due May 2018, allowing it to sell all 
debt on offer. Average yield was at 3.061%, higher than the average yield at 
previous FXTN 3-21 auction last October 2014, of 2.510%. The notes were fully 
awarded at Php25 billion, while Php15.66 billion was rejected. 
 
Week-on-week, yields fell on average by 21.4basis points. The short-end, belly 
and long-ends of the curve both fell by 24.86, 29.21 and 3.68 basis points, 
respectively.  
 
Philippine Peso  
 
The Peso traded sideways vis-a-vis the US Dollar all week, barely appreciating as investors weighed several considerations 

including improving US economic fundamentals, the FOMC meeting, domestic public under-spending and the Greek debt crisis. 

The Peso depreciated after the long weekend on robust US consumer sentiment and on the global risk-off reaction to last 

weekend's failed high-level talks meant to resolve the Greek debt crisis. On Tuesday, weak data regarding US industrial production 

in their manufacturing and mining sectors contradicted the earlier bright spots, causing the Peso to recover. Mid-week, the Peso 

again slid on sustained outflows from local financial markets and as the market waited for word on the FOMC meeting and the 

situation in Greece. The Peso found support, Thursday, as reports of a May fiscal surplus to the tune of PHP 52.6 billion improved 

the country's current account, albeit signaling further government under-spending, the fiscal balance reversed from the lower-than-

expected deficit of PHP17.4 billion in April. The Peso ended the week lower, again, on strong corporate demand for the greenback 

and as most investors opted to wait for the elusive resolution to the Greek debt crisis. For this week, the EUR/USD pair barely fell, 

losing 4 Centavos, or -0.09%, to close trading at the 45.11 level. 

 

 The Bureau of Customs (BOC) collected P28.141 billion in April this year, which was 24% below the government target of 

P37.352 billion. Lower oil prices was mainly the reason behind this fallback in the target for the period. Total collections in 

the first four months amounted to P120.38 billion, increasing by 2.6% compared to last year. This increase though was not 

able to cover the target revenues of P140.7 billion in January to April. 

 Data from the Bureau of Treasury show the national government’s spending on debt repayments grew 6.33% to Php193.23 

billion during the first quarter of the year. The increase was primarily due to the 16.36% hike in principal payments to 

Php104.85 billion. Local debt repayments represent three-fourths of the amortization. 

 

 The Bangko Sentral ng Pilipinas (BSP) reported slower growth of 4.9% in personal remittances compared to the 11% 

increase in March, despite the steady demand for skilled Filipino manpower overseas. The Philippine Overseas 

Employment Administration (POEA) noted that 33.8% of the total approved job orders overseas in the first quarter of this 

T enor 12-Jun 19-Jun  Change

1m 2.36 2.03 -33

3m 2.21 2.18 -3

6m 2.87 2.25 -62

1y 3.20 3.18 -1

2y 2.69 2.69 1

3y 3.51 3.03 -48

4y 3.79 3.78 -1

5y 3.90 3.31 -59

7y 4.08 3.69 -39

10y 4.37 4.35 -2

20y 4.62 4.52 -10

25y 4.02 4.02 0

Average -21.4

Peso Yie ld Curve                                        

(PDST-F Reference Rates)



 

year were contracted mainly for service, production and professional, technical and related workers in Saudi Arabia, Kuwait, 

Qatar, Taiwan and United Arab Emirates. 

 

The week ahead (June 15 – June 20) 

 
We expect the PSEi to trade between 7,400 to 7,660, with a downward bias. The market will still likely be influenced by global 
developments particularly the result of the talks in Greece. On the local fixed income space, could trade with a slight upward bias as 
the crisis in Greece and the Euro-zone may keep investors at bay. Meanwhile, key local data to watch out for would be the imports 
data, following exports data earlier this month that was quite disappointing. For next week, we expect the USD/PHP pair to trade 
range-bound with a slight upward bias on account of possible surprises to the upside this data-heavy week. US with Home Sales, 
Durable goods, personal spending and GDP are due out with a range of 44.95-45.20. 


