
 

November 11, 2016     
Global Financial Markets  

Global equities mostly rebounded from the losing streak as investors focused on the positives despite the surprising 
victory of Donald Trump. The US Treasuries were down as prospects of fiscal spending under President-elect Donald 
Trump’s administration pushed yields up to levels last seen in January. The US dollar strengthened against major 
currencies as the election results supports the view of potential higher inflation and hence give sturdier legs to the Fed’s 
move of increasing policy rates. 

 
Global Equities 
 
Global equities mostly rebounded from 
the losing streak as investors focused 
on the positives despite the surprising 
victory of Donald Trump. Initially, 
investors discounted the relatively 
robust US nonfarm payrolls for October 
given the tightening of the election race. 
However, after the Federal Bureau of 
Investigation (FBI) announced that it did 
not find new evidence to warrant 
charges against her, markets started to 
price in a victory for Presidential 
candidate Hillary Clinton for the next two 
trading sessions, with the optimism 
coming from the greater certainty in the 
case of a Clinton victory over a Trump 
victory. Futures markets initially crashed 
as the swing states ended up voting for 
Trump, especially when Trump got the 
270 votes needed to win the race. 
However, after Trump’s conciliatory 
acceptance speech, and as the markets 
started to price in the impact of the 
Republican sweep in both houses of the 
Congress as well as the Presidential 
race, e.g., the higher probability that Trump can execute on his plans of boosting infrastructure spending to boost the US economy, 
risk-on sentiment ensued with the US equities rallying for the next two trading sessions. Moreover, the expectation of higher 
inflation due to Trump’s policies which markets expected will lead to higher interest rates, along with indications that he will remove 
restrictive regulations such as the “Dodd-Frank law” boosted share prices of financial institutions.  
 
In Europe, movements were in-line with their US counterparts as the US Presidential race was the main catalyst for movements in 
European share prices. European stocks lagged their US peers however due to concerns on drug makers who allegedly colluded to 
set prices for insulin and other diabetes drugs.  
 
Asian equities were the biggest losers for the week, as the victory of Trump brought negative sentiment to Asian economies. His 
proposed policy of revoking US participation in the Trans-Pacific Partnership (TPP) and anti-trade policies, his want to bring jobs 
from Asia back to the US, and his anti-immigration proposals, led investors to be bearish with respect to Asian prospects.  
 
During the week, MSCI World gained 34.26 points, or 2.06%, closing at 1,701.29. MSCI Asia-Pacific e-Japan registered the 
smallest gain, up just 0.09%, while the Dow Jones rallied the most at 4.89%.  
 
Economic data released during the week were mixed but were mostly positive: 
 

 The nonfarm payroll report in the US for October came in at +161,000 (vs. market estimate of +173,00) from September’s 

upwardly revised +191,000. The unemployment rate went down to 4.9%, in-line with estimates, from last month’s 5% on 

the back of a smaller base, i.e., lower participation rate at 62.8% from 62.9%. Wage growth, as measured by increase in 

average hourly earnings, was 2.8% year-on-year (est. at +2.6%)—bringing average hourly earnings to $25.92 from $25.82 

last month. 

 The U.S. trade deficit fell sharply during September, as the trade gap in goods and services slipped 9.9% MoM to 

USD36.44Bn (Mkt est: USD38Bn), the smallest deficit since Feb 2015. Exports leapt 0.6% while imports shrank 1.3%.   

 Outstanding consumer credit (ex-mortgage debt) rose in September by USD19.29 billion versus August; this translates to 

a seasonally adjusted 6.28% annual growth rate, slower than August’s upwardly revised 8.77% (from +8.48%). The 

increase was driven mainly by student and auto loans.  

03-Nov-16 10-Nov-16 % Change

MSCI World 1,667.03 1,701.29 2.06%

MSCI Europe 112.17 114.70 2.26%

MSCI Asia-Pacific ex-Japan 437.46 437.86 0.09%

Dow Jones Industrial Average 17,930.67 18,807.88 4.89%

S&P 500 2,088.66 2,167.48 3.77%

Global Equity Performance
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US Treasury Yield Curve

Tenor 3-Nov 10-Nov  +/- bps

3m 0.366 0.467 10.06

6m 0.508 0.580 7.14

2y 0.806 0.915 10.96

5y 1.265 1.557 29.25

10y 1.812 2.150 33.86

30y 2.600 2.955 35.45

 The Federal Reserve’s Labor Market Conditions Index rose to +0.7 (vs. mkt est: neg-1.5) from an upwardly revised neg-

0.1% in September, the first positive print since July. 

 Chicago Fed President Charles Evans thinks that it is reasonable to expect a December Fed rate hike as "the outlook and 

the fundamentals continue to look pretty good”. He added, "there is some risk here but I think that December is looking - if 

the data continue to come in, and we're almost there - it should be reasonable. It would probably take something pretty 

sizeable to change my assessment that a December move is consistent with a shallow path". 

 The Labor Department’s Job Openings and Labor Turnover Survey for September showed slight increase in job openings 

at 5.486 million (estimate at 5.488 million) from 5.453 million in August; this translates to a job openings rate of 3.7%. Quit 

rate came in at 2.1% with the number of quits stable at 3.1 million. Meanwhile, the layoffs and discharges rate was down to 

1%. 

 Wholesale inventories in the US in September was up 0.1% month-on-month, below estimates of +0.2%. Wholesale 

stocks ex-autos, the input to the GDP calculation, was up 0.4%. Meanwhile, sales was up 0.2%, below estimates of 

+0.5%. At this rate, inventory cover, or the length of time needed to fully sell inventories, is at 1.33 months, same as that in 

August.  

 The four-week moving average of new purchase mortgage applications in the US rose to 10.3% YoY following MBA’s 

latest data for last week at +1.4%. 

 Last week’s (ending November 5) initial jobless claims lost 11,000 to 254,000 (seasonally adusted)—a little behind 

estimates of 260,000. The four-week moving average added 1,750 to 259,750. Meanwhile, continuing unemployment 

claims for the week ending October 29 rose 18,000 to 2,041,000, this compares to estimates of 2,025,000.  

 St. Louis Federal Reserve bank President James Bullard announced that the Republican sweep has the potential of 

breaking the current policy gridlock in a potential boon for the U.S. economy. He added that the election may result in 

regulatory reforms and infrastructure-boosted growth. He added that he did not think Mr. Trump’s criticism of the Fed nor a 

potential trade war will significantly alter the course of U.S. monetary policy. Richmond Fed President Jeffrey Lacker added 

that the central bank could hikes rates faster if Trump does indeed lower taxes or increase spending to boost economic 

growth. 

Global Bonds 
 
The US Treasuries were down as prospects of fiscal spending under 

President-elect Donald Trump’s administration pushed yields up to levels 

last seen in January. During the week, gains of US Treasuries from the initial 

flight to safety amid risk-off sentiments from uncertainty leading to the US 

elections were erased in the last two trading days as yields spiked across 

the curve—registering the highest day-on-day increase in about three years. 

As Republican bet Donald Trump won the US elections, investors started 

pricing in less accommodation from the Federal Reserve, and higher 

inflation expectations from planned tax cuts and infrastructure spending. 

These programs promised during the campaign period is expected to be funded by debt, thereby increasing the papers issued by 

the government. The week saw the 10-year yield reaching the 2% bar for the first time since January. Week-on-week, US Treasury 

yields rose 21.12bps. The long-end drove the increase with the 30-year yield rising to 2.955% from 2.600% last week. The 2-yr yield 

rose10.96 bps to 0.915%.  

 

Currencies  

 
The US dollar strengthened against major currencies as the election results 

supports the view of potential higher inflation and hence give sturdier legs to 

the Fed’s move of increasing policy rates. Expected programs of America’s 

next administration like higher spending for defense and trade restrictions 

from tariffs imposition will drive inflation up; thus, supporting the Fed’s policy 

normalization. As of writing, the market is pricing in an 80% chance of a rate 

hike in December. As yields of US Treasuries rose rapidly during the week, 

and in light of even more upward pressure to interest rates, investors flocked 

to the dollar. The EUR/USD pair lost 1.66%, ending at 1.0900 while the 

EUR/JPY rose 1.80%.  

 

 

 

Currencies 

3-Nov 10-Nov % Change

USD/PHP 48.340 48.660 0.66%

EUR/USD 1.1084 1.0900 -1.66%

GBP/USD 1.2437 1.2392 -0.36%

USD/JPY 103.01 106.64 3.52%

AUD/USD 0.7673 0.7725 0.68%

USD/CHF 0.9729 0.9872 1.47%

EUR/CHF 1.07838 1.07601 -0.22%

EUR/JPY 114.18 116.24 1.80%



 

The week ahead (November 14-18) 

 

While markets rallied during the week, we expect global equity investors to stay mostly on the sidelines as they wait for more clarity 

from President-elect Donald Trump regarding his policies. Markets will also closely monitor CPI releases in the US and Europe, 

which will affect expectations regarding the next policy moves from the Fed and the ECB. We expect US Treasuries to trade within 

range as investors seek more clarity on the policies of the new administration. Amid all this volatility, we expect the US dollar to 

benefit as a safe-haven asset.  

  



 

Philippine Financial Markets 

 
The PSEi continued to crash as investor pessimism on the prospects of Asian markets due to Donald Trump’s surprising 
victory was compounded by disappointing earnings releases for the third quarter of 2016 by certain index names.  
Liquidity dried up in the Philippine bond market, driving yields up week-on-week from the sell-down of emerging market 
assets in light of the US elections. The peso weakened against the dollar, in-line with other emerging market currencies, 
on prospects of higher US interest rates. 

 

Local Equities  

The PSEi continued to crash as investor pessimism on the prospects of Asian 
markets due to Donald Trump’s surprising victory was compounded by 
disappointing earnings releases for the third quarter of 2016 by certain index 
names. Trump’s policies have the potential of hurting the Philippine economy, 
especially if he fulfills his campaign platform of bringing US companies back to 
the US (hurting industries such as the BPOs and multinationals with Philippine 
presence) and being restrictive to immigrants (potentially cutting OFW 
remittances further). Locally, the disappointing earnings result from a major 
telecom company due to intensifying competition to start the week sent investor 
sentiment further lower. The lack of earnings outperformance from index heavyweights that reported earnings also prevented any 
re-rating during the week. Investor sentiment got a boost when the FBI cleared Clinton from any criminal charges but markets 
crashed as election results showed Trump picking up swing states like Florida and Pennsylvania. Markets rebounded from bargain-
hunting but succumbed once again as investor uneasiness on Trump’s policies weighed down sentiment further, causing the PSEi 
to fall below 7,000. Week-on-week, the PSEi lost 252.28 points, or -3.49%, to close at 6,975.09. For the week, foreigners were net 
sellers at USD 78.15 million. Year-to-date, net foreign inflows reached USD 488.8 million.  
 

Property 

 The two biggest property companies in the PSEi reported earnings today. Results of AyalaLand, Inc. (PSE ticker: ALI) and 

SM Prime Holdings, Inc. (PSE ticker: SMPH) for the first three quarters were in-line with consensus. ALI’s net income for the 

first nine months of 2016 amounted to Php15.1billion, up 17%, with revenues of Php80.5billion (+15%).  SMPH made 

Php17.5billion in net income for the first three quarters with revenues of Php57.8billion (+11%). 

 8990 Holdings, Inc. is considering issuance of perpetual preferred shares in 2Q2017 amounting to a maximum of P5 billion. 

The company said that the Board will still have to approve the size together with the other terms and conditions of the 

planned offering. Also, they said that proceeds from the shares will finance the company's land-banking activities, working 

capital and retirement of some loans. Currently, 8990 Holdings is planning to reveal 8 projects within NCR by next year and 

launch 14 of its projects within the year. All these plans made it possible for the company to remain confident to hit their 

P12billion revenues and P5.5 net income targets. 

Mining and oil: 

 Global Ferronickel Holdings Inc. (PSE ticker: FNI) had a 99% decline in their net income during the first nine months of 2016 

coming from Php753.98 million of last year to Php7.03 million this year. Despite being the second largest nickel producer and 

largest single lateritic mine exporter in the world, the company blamed the big dip to the weakening market price of nickel 

ore, lower volumes shipped and a change in their product mix. Moving forward, recently, they just signed a memorandum of 

cooperation with Baiyin Nonferrous Group Co. Ltd., one of China's largest non-ferrous metal producer in constructing a plant 

in the country and at the same time they passed DENR's mining audit. 

Services 

 Globe Telecom Inc.'s (PSE ticker: GLO) profit was halved in Q3 from P5.43 billion recorded for the comparable three-month 

period of last year to P2.74 billion. The decrease was caused by the revenue declines of 2% in mobile business and 10% in 

the fixed-line voice segment. Despite Q3 profit decline, the company closed the first 9 months of 2016 with consolidated 

service revenues 7% higher than the P83.4 billion last year to P89.1 billion. 

 International Container Terminal Services Inc.'s (PSE ticker: ICT) nine-month net earnings grew by 5% to $150.8 million from 

$143.7million of last year. According to the company, their growth can be attributed to volume growth at most of their 

company's terminals, tariff rate adjustments and new contracts with shipping lines and services and their continuing ramp-up 

at ICTSI Iraq. Currently, the company is also investing for the completion of the initial stage of new container terminals in 

Australia, Congo and Iraq together with other development projects in Honduras, Mexico and Colombia. 

 The National Telecommunications Commission (NTC) will auction frequencies for a third telco player and plans to start the 

bidding process by middle of 2017. The offer will consist of 3G license of Connectivity Unlimited Resources Enterprise 

(CURE), 700 Megahertz (MHz) band together with other frequencies returned by telcos to NTC. Existing telco companies like 

4-Nov 11-Nov % Change

PSEi 7,227.37 6,975.09 -3.49%

Philippine  Stock Exchange  Index



 

PLDT and Globe Telecom will not be allowed to bid anymore for they already hold frequencies. NTC is positive that there is 

demand for frequencies as some local companies like Converge ICT Solutions Inc. and NOW Telecom Inc. show interest in 

becoming the telco market's third player. 

 Cebu Air Inc.'s (PSE ticker: CEB) nine-month net income grew by 99.6% to Php7.1 billion from Php3.56 billion last 2015. 

Profit growth is due to higher passenger volume, higher ticket prices, lower fuel costs and higher non-ticket revenues from 

baggage fees and onboard meals. Currently Cebu Pacific Air has 56 aircrafts, which according the company is a higher 

number compared to the same period last year as they foresee demand to remain strong. 

Industrial 

 Max's Group, Inc registered a 3% profit growth to Php380.56 million in the first nine months of the year. Max's President and 

CEO Trota said that the third quarter is usually a lean season and he expects the historical slowdown to reverse in the fourth 

quarter. Systemwide sales rose by 12% to Php11.09 billion. 

 D&L Industries’ (PSE ticker: DNL) net income for the past nine months is at P1.93 billion, which is 16% higher compared to 

the same period as last year. Revenues also grew by 10% year-on-year on higher commodity prices and sales volume. Free 

cash for Q3 amounted to P787 million on the back of improved working capital cycle. The company's gross profit margin rose 

0.8 ppt at 18.7% on improved mix. Lastly, the company continues to pay down debt resulting in lower borrowings in Q3. 

 Electricity rates are bound to drop in November after Meralco announced that tariff will drop by 0.9% (Php0.078/kWh) to 

Php8.26/kWh. This was primarily due to the Php0.052/kWh drop in generation charges after WESM rate fell significantly. 

Holding Firms: 

 Metro Pacific Investments Corp. (PSE ticker: MPI) reported core and reported income of Php9.3 billion (+17%) and Php9.5 

billion (+22%), driven by increased stake in Meralco as well as robust volume growth from its businesses. MPI also raised its 

FY16 guidance from Php11.5 to Php11.7 billion. 

 San Miguel Corp. (PSE ticker: SMC) reported that their 3Q2016 net profit increased by 54% year-on-year to Php31.1 billion. 

The said increase is due to high earnings in their various businesses in food, beverage, power generation and oil. Moreover, 

SMC is planning to raise Php60 billion by offering new bonds to the local market within the next three years. The Board 

already approved the filing of registration statement and prospectus with the Securities and Exchange Commission.   

Philippine Bond Market  

Liquidity dried up in the Philippine bond market, driving yields up week-on-
week from the sell-down of emerging market assets in light of the US 
elections. Investors stayed on the sidelines in the days leading to the US poll 
as election jitters gripped the market. Following Trump’s unexpected win, 
emerging market assets were sold down as investors priced in potential 
protectionist US policies that would potentially negatively impact global trade, 
and thereby growth. Yields rose across the curve, by 42.5 bps on average. 
The short-end rose the most, up 64.63 bps on average. The average increase 
in the belly and the long end was 51.63 bps, and 21.73 bps, respectively.  
 
Philippine Peso  
 

The peso weakened against the dollar, in-line with other emerging market 
currencies, on prospects of higher US interest rates. The week started with 
the US non-farm payrolls coming in almost in-line with expectations, 
supporting the case for a December hike. The peso weakness was 
exacerbated by the foreign net selling of local equities, draining USD 78.15 
million. The Philippine peso lost 32 centavos or 0.66% to 48.660 a USD.  
 

 
 The government debt interest rate fell to 4.97%, 8bps lower than the 5.05% registered in August. The drop in average 

interest rate was driven by the maturity of high coupon rate bonds, which were replaced by new issuances. Note that the 

government sold Php100 billion worth of 10-year retail treasury bonds with coupon of 3.5%. 

 The Gross International Reserves (GIR) of the BSP fell slightly to US$85.75 billion in September, coming from US$86.14 

billion. The drop in the reserves was due to lower valuation of Investments Abroad. Despite the drop, the balance sheet of 

the central bank remains strong since the reserves position translates to 10.0 months of import cover. 

 The increase in spending by the Duterte administration drove the fiscal balance to a deficit in the month of September. The 

government plans to significantly increase spending on public infrastructure. The government experienced P75.3-billion 

budget gap in September, three times larger than that of last year. Government spending increased by 30% to P241.3 

T enor 4-Nov 11-Nov  Change

1m 1.40 1.53 13

3m 1.43 1.55 12

6m 1.57 2.67 110

1y 1.80 3.24 144

2y 3.20 3.12 -8

3y 3.70 3.79 9

4y 3.31 3.42 11

5y 3.95 4.15 20

7y 3.95 4.76 80

10y 3.99 4.94 95

20y 4.86 5.09 23

25y 5.25 5.25 0

Average 42.5

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

billion from P186.3 billion. The significant increase of spending for the month was mainly due to the P20.475-billion 

payments to Philippine International Airport Terminals Co. by the Department of Transportation. Tax revenues increased 

marginally by 1% to P148.1-billion last September from P146.2-billion a year ago. 

 The Department of Information and Communications Technology (DICT) is looking to utilize the National Grid Corporation 

of the Philippines (NGCP) for the planned national broadband network. The project plans to make use of the 5,000 to 

10,000 fiber optic cables running from the north to the south as an internet backbone. To serve the requirements of 

government and areas in the countryside unreached by the telcos, the estimated cost to service this project from scratch 

could cost anywhere from P77 billion to P199 billion. The national broadband plan will address the public demand for faster 

and affordable Internet. 

 Philippine exports increased by 5.1% to $5.21 billion in September compared to the 3% decrease in August of this year. 

The increase is seen to be very significant for exports only grew this far for the first time in 18 months. The said growth 

may be attributed to the increase in 8 out of 10 major export items namely mineral products and electronic equipment and 

parts. The latter contributed 51.2% of the total exports that the Philippines is trading to country partners like Japan, US and 

China. Meanwhile, imports also grew by 13.5% to $7.10 billion, another factor allowing Economic Planning Chief Ernesto 

Pernia to have a positive outlook on the 3Q2016 GDP data coming this November. 

 Bangko Sentral ng Pilipinas reported a 32% increase in net foreign direct investment (FDI) that reached $711 million in 

August from $539 million of the same month last year. Duterte's second month of administration brought the growth as the 

country was able to attract more foreign-led job-generating investments accompanied by sustained investor confidence. 

Investments on debt instruments accounted the bulk of the FDI which grew by 44.2%. All these FDI's were coursed into 

accommodation, food service activities, construction, financial, insurance, manufacturing and real estate. 

 

 

The week ahead (November 14-18) 

 

For next week, we expect the PSEi to track international markets again as global investors look for more clarity regarding US 

President-elect Trump’s policies. Investors will also monitor local developments, especially the release of 3Q16 GDP growth figures. 

For next week, expect the PSEi to trade between 6,900-7,200. We expect low liquidity in the peso fixed income space, with the 

yields mirroring global movements. A positive surprise in GDP can catalyze risk-on sentiment leading to a shift to local equities and 

a push in yields upward, which could also be beneficial for the peso. 

 

 


