
 

October 28, 2016     
Global Financial Markets  

Global equities were sold down during the week on statements of possible halt in monetary policy easing and in light of 
risk-off sentiments ahead of the US elections and decline in oil prices. Movement of US stocks was neither here nor there 
on mixed earnings, albeit news of mergers and acquisition lifted sentiment mid-week. US Treasury yields rose week-on-
week following a global sell-off given increased expectations of US Fed rate hike in December, as well as reduced 
monetary stimulus expectation in Japan and UK. The US Dollar generally strengthened against other major currencies as 
increased expectations of a Fed rate hike during the FOMC meeting in December led to stronger demand for the US Dollar. 

 
Global Equities 
 

Global equities were sold down during 
the week on statements of possible 
halt in monetary policy easing and in 
light of risk-off sentiments ahead of 
the US elections and decline in oil 
prices. Movement of US stocks was 
neither here nor there on mixed 
earnings, albeit news of mergers and 
acquisition lifted sentiment mid-week. 
S&P heavyweight Apple, Inc. reported 
quarterly revenues of USD46.9 billion, 
down from USD51.5 billion the 
previous year; thus pulling down the 
index mid-week. Meanwhile, the Dow 
benefited from Boeing’s report, with 
earnings per share beating estimate: 
USD2.81 actual versus USD 2.62 
expected. Thursday saw more 
selldown as investors took more 
positive earnings results as an 
opportunity to cash-in gains. 
 
In Europe, equities were sold-down as 
positive economic data releases gave 
backbone to less accommodation. 
Flash manufacturing Purchasing 
Managers Index (PMI), a yardstick of outlook in the manufacturing sector, rose to a 30-month high in October at 53.3, beating 
consensus of 52.7. The Services PMI, an outlook for the services sector, was also up to a nine-month high at 53.5, above 
consensus at 52.4. Note that a number above 50 means expansion. Growth in Europe was corroborated by strong third quarter 
GDP numbers. For Eurozone, the economy grew 1.1% year-on-year. The UK also beat growth expectations, 2.3% versus 2.1%. 
 
Asian equities corrected on weak data from China, expectation of lackluster earnings, and weakness in oil prices. Risk-off sentiment 
in Wall Street also affected regional bourse. Some positives for the week include stronger bank earnings in Korea and trade data in 
Japan.  
 
During the week, MSCI World lost 9.38 points, or 0.55%, closing at 1,694.66. MSCI Asia-Pacific ex-Japan lost the biggest, down 
1.5% to 444.3. The MSCI Europe was also down, ending at 115.73, or -0.65% week-on-week. Meanwhile, US equities were mixed 
with the S&P 500 shedding 0.39% as the Dow Jones tucked in a 0.04% gain. 
 
Economic data released during the week were mixed but most were negative: 
 

 The Conference Board Leading Economic Index for the US rose 0.2% during September to 124.4, in-line with market 

expectations, and better than the negative reading in August. The main drivers for the positive print were housing permits, 

unemployment insurance claims, and the interest spread. 

 The Philadelphia Fed Manufacturing Business Outlook Survey for the month of October suggested that regional 

manufacturing conditions improved. Indicators for general activity, new orders, and shipments were all in the positive 

territory. However, the overall labor market conditions continued to disappoint. Firms are relatively more positive and 

anticipate continued growth for manufacturing in the next six months. 

 The Markit “flash” US Manufacturing Purchasing Managers’ index rebounded to 53.2 in October, much better than market 

estimates of 51.1 and from the previous month’s reading of 51.5. The strong uptick was attributed to stronger output and 

20-Oct-16 27-Oct-16 % Change

MSCI World 1,704.04 1,694.66 -0.55%

MSCI Europe 116.49 115.73 -0.65%

MSCI Asia-Pacific ex-Japan 451.07 444.30 -1.50%

Dow Jones Industrial Average 18,162.35 18,169.68 0.04%

S&P 500 2,141.34 2,133.04 -0.39%
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new business growth, which offsets the softer job hiring. It was reported that manufacturing production has increased for 

the fifth consecutive month while incoming new orders picked up at the fastest pace for 12 months. 

 Several Fed officers released statements yesterday which were on the dovish side. St. Louis Federal Reserve President 

James Bullard said he thinks that only one increase in the Fed Funds rate will be required in the next 2-3 years. 

Meanwhile, the Fed President from Chicago, Charles Evans, believes that the central bank may need to keep interest 

rates lower for longer to show its commitment to reaching its 2% inflation target. 

 New home sales in September rose 3.1% to 593,000 following a decline in August. Year-on-year, sales were up 30%. 

Nonetheless, there were sharp downward revisions to the August number (575,000 from 609,000) and July (629,000 from 

629,000). It was also reported that prices rose 6.7% for the month to a median of US$313,500. Economists say that the 

demand for new homes continue to be robust due to the positive employment situation and low mortgage rates. 

 US trade deficit in goods narrowed sharply in September to US$56.1 compared to US$59.2 billion in August. Exports in 

September rose 0.9%, driven by capital goods which increased 3.8%. Exports of consumer goods likewise rose by 4.4% 

and industrial supplies were up 2.3%. In contrast, imports fell 1.1%. Despite this, auto sales still rose 4.3%.  

 The first estimate of UK’s third quarter GDP printed +0.5% on a quarter-on-quarter basis. This is above consensus 

expectation of +0.3%. The services sector, accounting for 79% of the economy, drove the GDP increase, with +0.8% QoQ 

growth. This compensated for the decline in industrial production (15% of the economy, -0.8% QoQ), construction (6% 

share, -0.4% QoQ), and agriculture (1%, -0.7% QoQ). This is the first GDP print following the Brexit.   

Global Bonds 
 
US Treasury yields rose week-on-week following a global sell-off given increased 

expectations of US Fed rate hike in December, as well as reduced monetary 

stimulus expectation in Japan and UK. Moreover, there was a surge of public 

and private debt issuance, which Bloomberg estimated to be around USD41 

billion globally during the week. Treasuries started the week strongly as the yield 

curve flattened from Mario Draghi’s statement related to the continuation of its 

bond-buying program. These additional expected stimulus pulled long-end yields 

to record lows. However, the subsequent release of solid manufacturing data in 

the US, along with cautious trading ahead of the FOMC meeting next week 

pushed yields higher the next trading day. However, the consumer confidence data disappointed expectations leading to recovery 

of Treasury prices on average, although there was relatively soft demand from market participants on the USD26 billion two-year 

notes. The narrowing of US trade deficit along with 3.1% growth in September new home sales increased expectations of robust 

3Q16 GDP growth in the US, pushing rates again upward. Contrary to the ECB’s stance, statements from BOJ's Kuroda, as well as 

better-than-expected economic data from the UK, reduced market expectations of a near-term additional monetary stimulus in 

Japan and UK, respectively; this led to continued increase in rates after the see-saw during the week. Week-on-week, US Treasury 

yields rose by an average of 5.75 bps, led by the ten-year and thirty-year benchmark yield, which inched up 9.80 bps and 10.99 

bps, respectively. Meanwhile, the three-month benchmark yield slipped 4.57 bps during the week.   

 

Currencies  
 

The US Dollar generally strengthened against other major currencies as 

increased expectations of a Fed rate hike during the FOMC meeting in 

December led to stronger demand for the US Dollar. The implied probability of 

a December rate hike surged from 68% to 73% as indications from other 

economic data suggest that 3Q16 US GDP will be robust. Moreover, new 

home sales in September increased by 3.1% to 593,000 (vs. the decline in 

August), while the October Philadelphia Fed Manufacturing Business Outlook 

Survey suggested that regional manufacturing conditions improved.  

Meanwhile, the pronouncement from BoJ’s Kuroda that long-term rates may 

affected sentiment towards fixed income securities, as expectations for further 

stimulus declined. Despite the pronouncement, the JPY fell against the USD 

and EUR during the week. Week-on-week, the Euro dipped against the USD by 0.46% to 1.0925. 

 

 

 

 

 

 

Currencies 

20-Oct 27-Oct % Change

USD/PHP 48.100 48.470 0.77%

EUR/USD 1.0975 1.0925 -0.46%

GBP/USD 1.2261 1.2260 -0.01%

USD/JPY 103.70 104.70 0.96%

AUD/USD 0.7671 0.7618 -0.69%

USD/CHF 0.9885 0.9919 0.34%

EUR/CHF 1.08485 1.08363 -0.11%

EUR/JPY 113.81 114.38 0.50%

US Treasury Yield Curve

Tenor 20-Oct 27-Oct  +/- bps

3m 0.330 0.284 -4.57

6m 0.462 0.483 2.04

2y 0.819 0.886 6.73

5y 1.253 1.347 9.48

10y 1.756 1.854 9.80

30y 2.504 2.614 10.99



 

The week ahead (November 2 - 4) 

 

We expect global equity investors to take cues from the Fed during their November 2 to 3 meeting. Risk-off sentiment will intensify 

should statements from said meeting prove to be hawkish. Expect the US Treasury to steepen further, and the USD to strengthen 

further, especially if the 3Q16 GDP beats expectations, or the Fed statement becomes more hawkish. Key data to watch out for is 

the US 3
rd

 quarter GDP figure. A stronger GDP than expected may lead to a stronger dollar as possibility of a fed rate hike 

increases.  

  



 

Philippine Financial Markets 

 
The PSEi ended this week significantly lower as investor uncertainty over the US 3

rd
 quarter GDP figures gave cover for 

investors to sell-off the market. Prices of local government securities traded flat with a slight downward bias, with some 
minor flattening. The peso strengthened against the dollar as the combination of negative US economic data combined 
with positive trade deals on the domestic encouraged investors to take more risk. 
 

Local Equities  

The PSEi ended this week significantly lower as investor uncertainty over the 
US 3

rd
 quarter GDP figures gave cover for investors to sell-off the market. 

Losses from overseas markets arising from weak corporate earnings were 
tracked locally, encouraging fear among investors. Furthermore, Friday’s 
weak results from Metrobank arising from higher provisioning for loan losses 
were an unwelcome surprise. This resulted in souring sentiment towards the 
banking sector. Negative investor sentiment was partially offset by optimism 
surrounding President Duterte’s Japan state visit and favorable forecasts from 
the domestic BPO industry. Week-on-week, the PSEi lost 242.42 points, or -
3.21%, to close at 7,404.80. For the week, foreigners were net sellers at USD 
46.58 million. Year-to-date, net foreign inflows reached USD 657 million.  
 

Property: 

 Gokongwei-led Robinsons Land Corp. (PSE ticker: RLC) launched The Residences at The Westin Manila Sonata Place, a 

luxury mixed-use project within the Ortigas Center. The company expects to sell over half of the residential units next year 

which cumulatively are worth Php6 billion. This project is in partnership with Starwood Asia Pacific Hotels and Resorts Ptd. 

Ltd. The Residences will offer 344 units with 47 to 255 sqm at prices ranging from Php9.33 million to Php50.74 million. 

Industrials: 

 Manila Electric Company (PSE ticker: MER) reported a net profit of Php15.7 billion for the first nine months of the year, 3% 

lower than 2015. Core net income for the same period was Php15.0 billion, 5% lower than the Php15.8 billion reported in the 

same period last year. This was despite the 9% growth on energy sales volume which reached 30,103 GWh. Electric 

revenues barely grew to Php189.1 billion due to the significantly lower fuel prices, reducing MER's generation charges. 

Meanwhile, non-electric revenues rose 9% to Php6.0 billion. 

Financials: 

 Metropolitan Bank and Trust Co. (MBT) reported net income fell 12.56% YoY to Php12.6bn for the first nine months of 2016. 

This was despite the 23% gain in the non-interest income and 26% surge in the net loans and receivables. The net interest 

income was at Php39bn. The CASA ratio increased to 63% after CASA deposits rose to Php790bn (+21% YoY). 

 

Holding Firms: 

 Metro Pacific Investments Corp. (PSE ticker: MPI) is looking to consolidate its toll road business by merging Tollways 

Management Corp. (TMC) with Manila North Tollways Corp (MNTC). MNTC is the concessionaire for both the North Luzon 

Expressway (NLEX) and Subic-Clark-Tarlac Expressway projects. MNTC is one of the original proponents of the connector 

road project to link NLEX and the South Luzon Expressway. TMC is engaged in the operations and maintenance of tollways, 

its facilities, interchanges and related works. 

 GT Capital Holdings, Inc. (PSE ticker: GTCAP) has listed its maiden perpetual preferred shares which will enable investors to 

trade the securities issued from a Php12-billion offering.  According to GTCAP President Carmelo Maria Luza Bautista, the 

company’s initial perpetual preferred share issue showed a positive response from different investors based from its 

oversubscription and tight pricing. In addition, the orders amounted to Php55.1 billion while the base offer and overallotment  

totaled Php8 billion and Php4 billion. 

 Aboitiz Equity Ventures, Inc. (PSE ticker: AEV) earmarks over Php50 billion for its capital expenditure in 2017, broadly the 

same as the capex plan for this year. Bulk of this budget will be spent on the power generation business as there are a 

number of power plants that are currently under construction including the coal-fired plants in Pagbilao and in Cebu, as well 

as hydroelectric plants in Benguet and Bukidnon. The rest of the budget will be used for the acquisition of properties by 

AboitizLand, Inc. outside of Metro Manila. 

 Listed holding firm Aboitiz Equity Ventures Inc. (PSE ticker: AEV) earned Php17.1 billion during the first nine months of the 

year, 44% higher than the Php11.9 billion reported in the same period last year. Its power business through Aboitiz Power 

21-Oct 28-Oct % Change

PSEi 7,650.22 7,404.80 -3.21%

Philippine  Stock Exchange  Index



 

Corp. (PSE ticker: AP) accounted for bulk of its income or 63%, reaching Php11.6 billion, which likewise saw a significant 

growth of 24%. This was followed by the banking and financial services at 22%, food at 7% and the remaining at 1%. Its 

banking arm, UnionBank, contributed Php4 billion, representing a 178% growth. 

 Aboitiz Equity Ventures Inc.’s (PSE ticker: AEV) food unit, Pilmico Foods Corp. announced that it will expand its exports to 

ASEAN by completing a Php200-million packing line for flour. It aims to double its export volume to at least 4,000 metric tons 

(MT) per month from the current 2,000 MT. Some it its market in the ASEAN region include Indonesia, Vietnam, Thailand, 

Hong Kong, Myanmar and Malaysia. 

 Aboitiz Equity Ventures, Inc. (PSE ticker: AEV) has taken notice on the Php74.56-billion Ninoy Aquino International Airport 

(NAIA) Development Project which is under the care of the government’s public-private  (PPP) program. The National 

Economic and Development Authority (NEDA) agreed to the project in making improvements on all four terminals of the 

country’s main gateway in the previous month, along with eight significant projects at a value of Php96.7 billion. In addition, it 

also has a 15- to 20-year concession agreement which will be signed on September 2017 

Philippine Bond Market  
 
Prices of local government securities traded flat with a slight downward bias, with 
some minor flattening, tracking losses in the global fixed income space. The sell-
off may be attributable to negative global sentiment over 3

rd
 quarter US GPD data, 

especially given weak economic data released in the latter part of the week (e.g. 
durable goods orders, new home sales, etc.). The short-end, belly, and long-end 
of the curve rose by 6.18 bps, 5.25 bps, and 2.63 bps, respectively. The decline in 
fixed income securities comes in spite of President Duterte’s Japan State visit. The 
Philippines received investments and loans worth US$ 19 Bn from Japan accdg to 
Trade Secretary Lopez.  
 
Philippine Peso  
 

The peso strengthened against the dollar as the combination of negative US 
economic data combined with positive trade deals on the domestic encouraged 
investors to take more risk. Weak durable goods orders and new home sales in 
the US decreased the likelihood of good 3

rd
 quarter GDP figures and therefore, the 

likelihood of a December fed rate hike. Locally, the president’s Japan state visit 
may have yielded significant FDI for the Philippines over the short- to medium-
term, similar to his Japan visit. Furthermore, optimism coming from the BPO 
industry diminishes negative expectations from political rhetoric regarding 
Philippines-US relations. 

 
 The Information Technology and Business Processing Association of the Philippines (IBPAP) released its latest industry 

road map, pegging BPO industry revenues at USD38.9 billion in six years on the back of shifting to mid- and high-level 

jobs and a diversified portfolio. Board of Trustees Vice Chairperson Manolito Tayag said that share in the global market will 

increase to 15.5% in 2022 from this year’s 12.6%, on global industry growth of 6%. This translates to a compounded 

annual growth rate of 9.2%, a deceleration from the previous six years’ 17%. 

 According to a survey conducted by the Bangko Sentral ng Pilipinas (BSP), banks generally kept their credit standards 

unchanged during the third quarter. Although 93.1% of the lenders said that they used the same standards in extending 

loans, the diffusion index suggested that there was in fact a tightening. This was attributed to the deterioration in the 

profitability of bank portfolios, a less favorable economic outlook, perceived stricter financial system regulations, banks’ 

reduced tolerance for risk, and deterioration of borrowers’ profiles. 

 In a report from the Department of Tourism (DOT), foreign tourist arrivals in the Philippines breached the four million mark 

as of the end of August 2016, 12.59% higher than the 3.59 million recorded in the same period last year. For August alone, 

tourists reached 502,739, 4.59% higher than August 2015. The country’s top source market remained to be Korea with 

976,499 tourist arrivals, with the US coming in second at 584,149, and China at 484,567. Total revenues from these 

tourists reached Php164.25 billion, up 7.92% from the same period last year. 

 Trade Secretary Ramon Lopez said that at least 200,000 new jobs for Filipinos are expected to be generated by the 

multibillion-dollar potential deals brought home by the President during his three-day visit in Japan. They disclosed that 

there were 12 memoranda of understanding worth around US$1.5 billion likely signed. Currently, Japan is the country’s 

largest trading partner with over US$18 billion in total trade. 

 The Philippines is expected to implement a massive infrastructure plan especially after the President's four-day visit in 

China which have been reported to bring in approximately USD24 billion in investments. These include bridges which will 

connect major Islands such as Luzon to Visayas through the 28 km Sorsogon to Samar bridge and Visayas to Mindanao 

T enor 21-Oct 28-Oct  Change

1m 1.59 1.53 -6

3m 1.63 1.56 -8

6m 1.42 1.66 23

1y 1.64 1.79 15

2y 2.46 3.18 72

3y 3.71 3.71 0

4y 3.12 3.13 1

5y 3.94 3.95 1

7y 4.16 4.34 18

10y 3.89 3.93 4

20y 4.80 4.83 4

25y 5.25 5.25 0

Average 10.5

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

via the 23 km Leyte to Surigao bridge. Meanwhile, the Bases Conversion and Development Authority (BCDA) signed 4 

Memoranda of Understanding to develop their existing projects in Clark and Fort Bonifacio. 

 Data from the Bangko Sentral ng Pilipinas (BSP) showed that total deposits as of the end of August reached Php7.6 

trillion, 12.5% higher over a year ago. Savings deposits rose 14.8%, demand deposits by 16.8% while time deposits 

increased by 3.5%. Likewise, the banking industry’s total resources in the first half of the year amounted to Php12.9 trillion, 

12% up from end-June 2015’s Php11.5 trillion. Despite these the domestic financial institutions’ capital adequacy ratio 

(CAR) lies well above international standards. 

 Despite rising oil prices, monetary officials remain confident that inflation in the next two years will exceed the 

government’s target of 2% to 4%. The international market now prices oil at above $50 per barrel. Domestic inflation has 

been low through the recent years and is a driver of the strong expansion of the domestic economy. Last September, price 

rate increases reached within the target level of 2.3%. The central bank forecasts 2016 inflation to average at 1.7%, 2.9% 

for 2017, and 2.6% for 2018. 

 State infrastructure spending has recovered for the month of August as the government believes that the positive 

movement will continue to occur for the rest of 2016, as stated by the Department of Budget and Management (DBM). 

Capital outlays was recorded at Php41.5 billion for that month, an increase by 29.6% from 2015.  This also represented a 

boost from 0.8% in July. Currently, the government has already used 58.3% from its 2016 budget  in relation to 

infrastructure. 

 The private-sector service industry has provided industrial growth towards the 2
nd

 quarter along with trade, transportation 

and communication segments, leading towards its biggest increase for the past two years. Industrial gross revenue went 

up by 8.41% for the quarter as indicated by the Philippine Statistics Authority (PSA). Private services rose 15.29%, 

followed by trade which increased by 9.01% while transportation and communication was recorded at 8.28%.  

 

The week ahead (November 2 - 4) 

 

For next week, we expect the PSEi to move together with the international markets due to the lack of significant local catalysts. For 

next week, expect the PSEi to trade between 7,300 to 7,700. For the local fixed income space, we expect yields to trade sideways 

with significant volatility depending on the results of the US 3
rd

 quarter GDP results. Similarly, the Peso would likely remain volatile 

in anticipation of said US 3
rd

 quarter GDP results and its effect on the likelihood of the US fed rate hike. 

 

 


