
9-Oct-2020 % Change

42.85 9.12%

40.60 9.58%

73.25 4.94%

October 12, 2020

Commodities

Brent

WTI

BBG Commodity index

October 12, 2020

Japanese Government Bonds

$bbl

US Treasuries German Bunds

Global Equities  US equities fell amid coronavirus concerns. Dr. Fauci, director of the
National Institute of Allergy and Infectious Diseases, estimated daily
cases can reach 100,000, from its current level of 40,000. Concerns
over economic growth loom as well, amid expectations that fiscal
stimulus measures will be passed after the elections The DJIA closed
at 27,173.96 (-1.75% WoW), while the S&P 500 closed at 3,298.46 (-
0.63% WoW).

 Asian equities sustained heavy losses amid flight to safe haven assets.
Resurgence of coronavirus cases in the US and Europe, as well as
concerns regarding global growth dampened overall investor
sentiment. The MSCI APxJ closed at 547.59 (-3.82% WoW).

 European equities declined on the back of concerns regarding the
rising COVID-19 infections in the region as well as global economic
recovery. Although the IHS Markit manufacturing PMI in September
recovered, the run-up was partially offset by the drop in services PMI.
MSCI Europe closed at 117.82 (-3.54% WoW).

Global equities and US Treasury yields declined amid overall negative sentiment due to persisting concerns on the
coronavirus pandemic. Global oil prices fell on the back of weaker demand and additional oil production from Libya.
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 US Treasury yields finished lower amid resurgence in coronavirus cases in
the US and in Europe. Less-than-expected US durable goods orders and
stalls in fiscal stimulus talks also drove yields down. On average, yields
declined 1.90 bps with the 10Y closing at 0.6544% (-3.93 bps WoW).

 German bund yields fell amid demand for safe-haven assets as worries
heightened due to the increasing COVID-19 infections in the Eurozone and
expectations of further restrictions. German bund yields fell by 3.63 bps, and
the 10Y yield closed at -0.53% (-4.40 bps WoW).

 Japanese bond yields declined as the newly elected prime minister and the
Bank of Japan governor held their first official meeting last Thursday. The
pair announced they will continue to pursue Abenomics and confirmed its
priority will be helping businesses. On average, yields declined by 0.58 bps
with the 10Y yield closing at 0.006% (-0.30 bps WoW).

 Key events that transpired during the week:
 In September, the IHS Markit flash Eurozone manufacturing managers

index went up from 51.7 to 53.7, while the flash Eurozone services PMI
declined from 51.9 to 47.6.

 New orders for U.S. durable goods increased by 0.4% in August.

 Global oil prices posted its third weekly loss in the past four weeks
amid weaker demand and additional oil production from Libya. The
country expects to raise its daily barrel production to 260,000 from
100,000. Brent oil closed at USD 41.92 (-2.85% WoW) per barrel, while
WTI crude closed at USD 40.25 (-2.09% WoW) per barrel.
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 Local fixed income yields were mixed as the BSP noted that it will maintain
low interest levels for the next two years. On the flip side, volumes were
light as investors awaited for the bond issuances from the Bureau of the
Treasury. On average, yields fell by 0.94 bps.

 Key events that happened during the week:
 Banko Sentral ng Pilipinas (BSP) passed a 24% annual interest rate ceiling for

all credit card transactions beginning November 3. BSP Governor Benjamin
E. Diokno said that the cap aims to ease the financial burden of micro, small,
and medium enterprises (MSMEs) in the pandemic. This ceiling limits credit
card issuers to a maximum of 2% a month on outstanding credit card
balances.

 The Development Budget Coordination Committee (DBCC) gave a
precautionary statement, flagging banks’ concentration risk. In the Fiscal
Risks Statement, DBCC said banks hold Php 2.2 trillion on National
Government securities, accounting for 42.9% of their total investments. The
DBCC said that the need for liquidity should banks’ nonperforming loans
rise will trigger a sell-off in government securities.

Sources: BPI, Business World, PDI, Phil Star, Manila Bulletin, Reuters, Briefing, Bloomberg, CNN, Dow Jones, The Wall Street Journal, CNBC

Local equities fell, local fixed income was mixed but fell on average, and the Philippine peso weakened on the back of risk-off
sentiment globally amid the slower economic outlook from the pandemic. This was also weighed down by the increasing cases
of COVID-19 globally and rising geopolitical tensions between the US and China.
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 The Philippine Peso weakened, driven by risk-off
sentiments as the confirmed cases rose in the US and
across the Eurozone. This was also on the back of negative
optimism on the global economic recovery and views that
the economy still needs further stimulus to regain from the
impact of the virus. The USD/PHP pair ended at 48.46
(+0.13% WoW).

 The Euro weakened amid heightened concerns on the
rising COVID-19 infections and expectations of further
restrictions in the Eurozone. The EUR/USD pair closed at
1.1631 (-1.77% WoW).

 The PSEi fell amid negative sentiments globally. Market investors
worried about the economic recovery in the US and the increasing
number of cases across the Eurozone. This was weighed down by the
rising geopolitical tensions between the US and China. The PSEi closed
at 5,838.66 (-1.19% WoW).

 Losses were led by Megaworld Corporation (PSE ticker: MEG; -6.69%
WoW), Aboitiz Equity Venture, Inc. (AEV; -4.27%), and First Gen
Corporation (FGEN; -4.26%). On the other hand, gains were led by
Jollibee Foods Corporation (JFC; +5.99%), Metropolitan Bank & Trust
Corp. (MBT; +3.01%), and Semirara Mining & Power Corp (SCC; +2.04%).

 Key events that transpired during the week:
 PLDT Inc. (PSE Ticker: TEL) warned the public on slower internet speeds

from Sept. 26 to 30 as it will conduct emergency maintenance activities
on the Asia-America Gateway. PLDT assures that connectivity will
continue as measures have been put in place to minimize the effects of
the maintenance. The company has been investing in the expansion of
its international submarine cable systems such as Jupiter Cable and Asia
Direct Cable systems in order to provide continuous services to its
customers.

 Aboitiz Equity Venture, Inc. (PSE Ticker: AEV) seeked approval from the
Securities and Exchange Commission to issue the second tranche of
fixed-rate retail bonds from its Php30 billion shelf registration program.
The company plans to issue a primary offering of Php5 bn with an
oversubscription option of Php5 bn. The company will use the proceeds
to partially refinance maturing obligations from its previously issued
bonds.
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