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Global Financial Markets 
 
Global equities were volatile this week as the Greek debt crisis reached new heights. Meanwhile, US Treasury prices rose 
as investors adopted a flight-to-safety stance following the renewed Greek drama. The greenback strengthened 
throughout the week, relative to the Euro, on the back of Greece not being able to reach a deal with its creditors over the 
weekend, as well as the mostly positive US economic data throughout the week. 
 

Global Equities 
 

Global equities closed lower for a second 
straight week, as all eyes were on Greece 
missing their payment to the IMF, further 
destabilizing the eurozone and global stock 
markets. 

US equities began the week mixed as the 
deadline for Greece’s payment loomed the 
next day. US stocks fell sharply with losses 
exceeding 2% and a gauge of volatility 
increased 34.45%. The rest of the week saw 
marginal movements as investors waited to 
see the ramifications of a possible Grexit. 
Economic releases for the US were mostly 
favorable – consumer sentiment improved 
better than expected (96.1 vs. 94.6 est.), 
private payrolls also surprised with 237,000 
new jobs versus the expected 218,000. 

Meanwhile, European markets were the most 
hit for the week. The FTSEurofirst 300 saw 
declines for most of the week with steepest 
coming the day Greece defaulted (-2.78%). 
However, the last two days saw more 
sideways movement as investors remained on 
the sidelines ahead of Greece’s referendum 
this Sunday.  

Across the Pacific, Asian equities faired more resiliently, contracting alongside fears of Greece’s debt problem but rebounding days 
after. 

Week-on-week, the MSCI World index fell 1.92%. The European markets suffered the biggest losses for the week as the MSCI 
Europe index dropped -2.84%. The rest of the world followed suit as the MSCI Asia Pacific ex-Japan, Dow Jones and the S&P500 
all gave up -1.18%, -0.74% and -1.18%, respectively. 
 
Economic data releases for the week were mostly positive, especially US consumer sentiment, payrolls and consumer confidence.  

 US consumer sentiment improved in June to its highest level since January. Consumer sentiment index rose to 96.1 

versus market estimates of 94.6, higher than the preliminary reading of 94.6 and from the prior month’s 90.7. During 

the first half of 2015, the largest and most sustained increase in economic optimism since 2004 while the fewest 

consumers who thought the economy had worsened since August 2000 were recorded. The improvement in 

consumer sentiment was primarily due to the US’s economic recovery. 

 The National Association of Realtors index of pending home sales rose by 0.9% to a seasonally-adjusted 112.6. 

Despite underperforming market expectations of 1.0% MoM growth, the May print has brought the index to its highest 

level since April 2006. Alongside this, the median price of existing homes rose 7.9% YoY to USD 228,700 with steady 

job creation identified as the main driver behind the improving housing market. 

 According to Federal Reserve Vice Vhairman Stanley Fischer, the U.S. economy most likely expanded at an 

annualized rate of around 2.5% for the second quarter. Fischer said that recent data on wage growth and job creation 

gave him confidence that continuous improvement in the labor markets will be observed, allowing inflation to move 

towards the central bank’s 2% target. Fischer also noted that the Fed needed to stay ahead of the curve. Furthermore, 

Fischer noted that once the lift-off has commenced, subsequent rate hikes from the Fed would be done gradually, with 

the target federal funds rate expected to remain below normal levels for some time. 

 Data from the Conference Board showed that consumer confidence in the US rebounded at a faster-than-expected 

rate in June. The June reading was at 101.4, higher than the estimated 97.4 and up from the downwardly revised May 

25-Jun-15 02-Jul-15 % Change

MSCI World 1,781.48 1,747.25 -1.92%

MSCI Europe 134.42 130.60 -2.84%

MSCI Asia-Pacific ex-Japan 487.81 478.44 -1.92%

Dow Jones Industrial Average 17,890.36 17,757.91 -0.74%

S&P 500 2,102.31 2,077.42 -1.18%
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figure of 94.6 (Prev: 95.4). According to Lynn Franco, Director of Economic Indicators at the Conference Board, US 

consumers are in considerably better spirits and renewed optimism may lead to increased spending in the short-term. 

The expectations index spiked to 94.6 from 86.2, while the present situation index rose to 111.6 from 107.1. 

 Data on private payrolls were released, performing better than the estimated 218,000 with 237,000 from May’s 14-

month low of 203,000. Small firms added 120,000 new jobs; medium-sized businesses added 86,000, while large 

businesses hired 32,000. Manufacturing added 7,000; the service sector added 225,000; construction increased 

19,000. 

 Data from the Institute for Supply management showed that the US manufacturing sector grew better than expected in 

June. The ISM manufacturing managers index rose to 53.5 (mkt est: 53.2) from 52.8 in May, in line with the January 

reading. The employment index jumped the most, from 51.7 to 55.5.  

 U.S. job growth slowed in June as non-farm payrolls rose 223,000 last month after a 254,000 increase in May. 

Construction and government employment remained unchanged but the mining sector lost more jobs 

 U.S. factory orders fell 1.0% in May, more than the expected 0.5% drop following a downwardly revised 0.7% decline 

in April. The largest driver for the drop was a 2.2% drop in orders for durable goods, followed by a 6.5% slump on 

orders for transportation equipment, and 0.1% in shipments of manufactured goods. Gains were made in non-durable 

goods (+0.2%) and orders excluding transportation equipment (+0.1%). Inventories of manufactured goods remained 

unchanged. The inventories-to-shipments ratio held at 1.35I. 

Global Bonds 

 

US Treasury prices recovered as investors flocked to the safe-haven asset 
due to the Greece debt situation. Accompanying fears of a contagion effect 
in the Eurozone was the disappointing US economic data, which pushed 
back expectations of the Fed rate lift-off happening in the near future. US 
non-farm payrolls rose 223,000 last month after a 254,000 increase in May 
and below consensus estimates of 233,000. 
 
Week-on-week, two-year yields declined 6.10 basis points to 0.627% while 

the ten-year yields slid 2.65 basis points to 2.382%. 

 

Currencies  
 

The greenback strengthened week-on-week relative to the Euro, primarily 

driven by the unfolding of events in the Eurozone over the week. Late last 

week the Euro fell as investors continued to wait for a last-minute resolution 

to the long-running Greek debt crisis at the onset of the weekend. 

However, no deal was reached, and by early last week Greece was placed 

in arrears as it failed to make its scheduled debt repayment to the 

International Monetary Fund. The Euro slightly appreciated in the middle of 

the week as market participants were optimistic that majority of the Greeks 

would vote for the implementation of austerity measures in the upcoming 

referendum this coming Sunday, marginally allaying concerns of a Grexit. 

However, the better than expected private payroll data and ISM’s 

manufacturing PMI release paved the way for dollar strength at the end of the week. The EUR/USD pair fell 1.15% week-on-week 

to close at 1.107.  

 

The week ahead (July 6 – July 10) 

 

This week, the markets were still largely driven by the developments in Greece and economic data releases in the US and the 

Eurozone. Global market players are expected to continuously track developments in the euro area especially results of Greece ’s 

referendum this Sunday. Other economic data releases such as manufacturing PMI may also influenced the overall sentiment. For 

next week, we expect the EUR/USD pair to trade range-bound, with Sunday’s Greek referendum being the main driver for 

movements in the currency early during next week. 

  

Currencies 

25-Jun 2-Jul % Change

USD/PHP 45.135 45.155 -0.04%

EUR/USD 1.120 1.107 1.15%

GBP/USD 1.571 1.560 0.74%

USD/JPY 123.660 123.480 0.15%

AUD/USD 0.774 0.760 1.79%

USD/CHF 0.940 0.949 -0.98%

EUR/CHF 1.05235 1.05092 0.14%

EUR/JPY 138.47 136.7 1.29%

US Treasury Yield Curve

Tenor 25-Jun 2-Jul  +/- bps

3m 0.000 0.000 0.00

6m 0.061 0.097 3.56

2y 0.688 0.627 -6.10

5y 1.710 1.632 -7.86

10y 2.409 2.382 -2.65

30y 3.176 3.187 1.09



 

Philippine Financial Markets 

The local equities market slightly rose week-on-week, but ongoing Greek debt talks caused volatility throughout the week. 
The local fixed income securities traded with downward price bias most of the week amidst the uncertainty from the 
upcoming Greek referendum and release of US nonfarm payrolls data which strengthened market belief of delay in US Fed 
rate lift-off. The Peso traded sideways vis-a-vis the US Dollar week-on-week as the country’s low exposure to Greece 
allowed the local currency to be resilient in light of the developments in Europe. The lower-than-expected US non-farm 
payroll data allowed the Peso to marginally rise against the greenback. 
 
 
 
Local Equities  
  
The PSEi ended lower this week, with high changes in volatility the past few days 
due to the continuing rising tensions in Greece. Sectoral indices were mixed 
throughout the week. The BSP reported this week that the international 
investment position of the Philippines worsened in the first quarter of the year. 
The Department of Finance also reported this week that public spending on 
infrastructure grew by 40%, and overall government spending grew by 9% for the 
month of April. 
  
Week-on-week, the PSEi dropped 52.93 points, or -0.69%, to close at 7,569.12. 
Foreigners were net buyers at Php291.66 million. 

 

Property 

 Ayala Land, Inc. (PSE ticker: ALI) is keen to continue investing across the wider ASEAN region, Vietnam and Myanmar in 

particular. The company is ultimately looking to partner with local firms in setting up mixed-use developments. ALI already 

has regional investments in Malaysian property developer MCT Berhad and a partnership with Sino-Singapore Tianjin Eco-

City Investment and Development Co. Ltd. 

 SM Prime Holdings, Inc. (PSE ticker: SMPH) and Ayala Land, Inc. (PSE ticker: ALI) have each won the bid of a portion for 

the development of South Road Properties (SRP) in Cebu City. SMPH and ALI had a consortium yesterday that both 

companies will develop the 26.34-hectares of land owned by SRP which will amount to P10 billion. This will merge the two 

big companies' "financial muscle, technical expertise and the real estate experience" into making a powerhouse for the 

development of SRP in Cebu. 

Mining and Oil 

 PHILEX Petroleum Corp. (PSE ticker: PXP) has come up with a two-pronged plan to pay off its debts of P2.6 billion in cash 

payments to its mother company, PHILEX Mining Corp (PSE ticker: PX), of $10 million as a partial settlement pay and 

stakes in its petroleum assets to two UK-based petroleum firms, Forum Energy Plc and Pitkin Petroleum Plc, after PXP 

incurred a consolidated net loss of P44.2-million in the first quarter. 

 Apex Mining Co., Inc. (PSE ticker: APX) doubled their capital expenditures from PHP 914 million in 2014 to PHP 1.9 billion 

in 2015. Most of the new capex will be used for the acquisition of new equipment and property and mine development. The 

rest will be used for mine exploration. 

Consumer 

 Universal Robina Corporation (PSE ticker: URC) has now authorized to begin its power production in its 46-megawatt 

biomass power facility in Negros Occidental as half of its production will be used to power up its sugar mills, which URC 

has at least 3 sugar mills to produce molasses. URC said that with the opening of the biomass power facility, it will "help 

meet the country's pressing need for both food security and renewable energy. 

 

 

 

 

 
 
 
 
 

26-Jun 3-Jul % Change

PSEi 7,622.05 7,569.12 -0.69%

Philippine  Stock Exchange  Index



 

 
 
 
 
Philippine Bond Market  

 
On the local fixed income space, yields of local government securities 
generally rose as investors remained cautious during most of the week 
amidst the Greek negotiations drama and upcoming referendum, as well as 
disappointing US nonfarm payrolls data which increased expectations of 
delay in US Fed rate lift-off. 
  
Week-on-week, yields increased on average by 4.7 basis points. The short- 
and long-end climbed an average of 22.5 bps and 10 bps, respectively. In 
contrast, the belly of the curve dropped by 13 bps. 
 
 
Philippine Peso  
 
The Peso traded sideways vis-a-vis the US Dollar week-on-week. Given 

the low exposure of the country to Greece, the local currency was barely 

unmoved as the events in the Eurozone unfolded over the weekend. The 

anticipation of strong economic data in the US caused the Peso to slightly 

fall versus the dollar at the middle of the week. However, by the end of the 

week, the lower-than-expected non-farm payrolls caused the peso to rebound against the greenback. The USD/PHP pair slightly 

went up 0.14% or 6.5 centavos to close the week at the 45.02. 

 

 The International Monetary Fund, through its Fiscal Transparency Evaluation, said the Philippines largely abides by good 

government practices but can further improve in some areas. The multilateral lender noted weaknesses in the quality and 

integrity of fiscal data and in the oddly large amount of complexity and flexibility in the country’s budget system. 

 According to the Bangko Sentral ng Pilipinas, the Philippine international investment position worsened in 1Q2015. The net 

liability position grew from USD 40.7 billion to USD 43.2 billion. This is due to the USD 4.2 billion increase in external 

financial liabilities because of revaluation adjustments, while external assets only grew USD 1.7 billion. 

 The Department of Finance (DOF) reported a 40% growth in public spending for infrastructure and capital outlay totaling to 

P23.3 billion and a 9% growth for overall government expenditures to P156.5 billion both in April. Budget Secretary 

Florencio Abad said that stimulating public spending in infrastructure is essential to drive the slower than expected 

economic growth in the 1st quarter. 

 The Bureau of Labor and Employment Statistics (BLES) conducted the latest Labor Turnover Survey indicating a turnover 

rate of 1.02% for NCR during the fourth quarter of last year demonstrating that there were more people hired in Metro 

Manila than those who were dismissed. Only the services sector reported a positive turnover rate whereas there was 

negative turnover rate in the agriculture and industry sectors. 

 The Department of Trade and Industry (DTI) has signed a memorandum of agreement with Asia House, a non-profit 

organization that organizes events with the goal of fostering closer ties between the United Kingdom and Asian countries. 

By sharing best practices and setting up business missions, the DTI hopes to increase British investment in PPP projects, 

financial services, infrastructure and information technology. 

 

The week ahead (July 6- July 10) 

We expect the PSEi to trade between 7,550 to 7,700, with a downward bias. Given the delay in any resolution of the talks in 
Greece, we expect this to be the main driver of movements in the local equity market in the upcoming week. Despite expectations 
of further decline in inflation, bond market movements are expected to be sideways with downward bias in terms of yield but with 
low volume as investors remain cautious given continued volatility from the Greece situation. For next week, we expect the 
USD/PHP pair to trade range-bound, with the main economic data release for next week being the Philippine inflation print. 

T enor 26-Jun 3-Jul  Change

1m 1.93 2.44 51

3m 2.07 2.43 35

6m 2.22 2.30 8

1y 2.48 2.44 -4

2y 2.68 2.71 3

3y 3.02 3.02 0

4y 3.77 3.10 -67

5y 3.91 3.87 -3

7y 4.15 4.17 2

10y 4.39 4.45 6

20y 4.44 4.68 24

25y 4.02 4.02 0

Average 4.7

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


