
 

January 11, 2016     
Global Financial Markets 

Global equities ended the start of the year lower as investors factored in the weakness in Chinese manufacturing data, 
raising growth concerns in emerging markets. US Treasury prices increased as investors flocked to safe-haven assets 
following the turmoil in the Chinese stock market. Similarly, continued concerns over emerging market growth paved the 
way for the US Dollar strength. 
  

Global Equities 
 

During the last trading day of 2015, 
global equities mostly fell due to 
continued concerns on commodity 
prices and its effect on global growth. 
On the first trading session for the 
year, global sell-offs across all stock 
markets occurred as Chinese 
manufacturing data came out worse 
than expected. Despite a marginal 
recovery the next day, equities 
continued its slump for the rest of the 
week as global growth concerns 
resurfaced and as oil plummeted.  

Despite the improvement in the US 
labor market, weakness in the 
manufacturing sector persisted, 
causing further pressure on the US 
equity markets. Crude oil prices 
continued to fall, prompting investors to 
flock towards safe haven assets. As of 
Thursday, WTI crude oil prices were at 
$33.27 per barrel, with its intraday low 
of $32.10 the lowest in more than 12 
years.  

European shares were down for most 
of the week, with a brief respite in the middle of the week in light of the lowest German unemployment in more than two decades. 
Asian stocks fell the most week-on-week as concerns over China affected other stock markets in the region. Due to the “circuit 
breaker” mechanism implemented by regulators, trading in the Chinese stock market has been halted twice over the past week.  
 
Week-on-week, the MSCI World index lost 5.20% led by Asia Pacific ex-Japan, which fell 7.21%. The Dow Jones Industrial Average 
Index and S&P500 Index dropped 2.98% and 2.63%, respectively.  
 

Data in the US and the Eurozone painted a picture of recovering labor markets, but prospects for the manufacturing sector 
remained bleak. Despite these releases, most investors were focused on Chinese data and the continued plunge in crude oil prices.  
 

 Data from ADP showed that the US continued to show strength in its labor market during December, with the current print 

being the highest recorded for the year. Approximately 257,000 jobs in the private sector were added in December, higher 

than both the previous month (Nov: 217,000) and consensus (Mkt est: 198,000) figures. 

 According to the December Federal Open Market Committee (FOMC) meeting minutes, some FOMC members saw the 

December rate rise as a „close call‟ for those who raised significant concern about still-low readings on actual inflation in 

addition to uncertainty and risks present in the inflation outlook. Those members received assurances that their colleagues 

would closely monitor the inflation progress. 

 The ISM Current Business Conditions Index in New York increased from to 62 in December from the 60.7 of the preceding 

month as the outlook for the next six months also rose from 66 to 70.7. Employment at the company level also improved 

slightly to 42.9 from 39.9 but still remained in contraction. On the other hand, quantity of purchases moved to neutral as it 

printed 50.0 from 46.7 while current revenues rose from 57.1 to 60. However, expected revenues dipped to 50 from 71.4. 

ISM New York Index in the United States printed an average of 55.76 percent from 1993 to 2015, with an all-time high of 

88.80% in December 2003 and a record low of 23.40% in October 2001.  

 In Germany, unemployment stayed at the 24-year low of 6.3% last December according to the BA labor agency. As the 

decline of the number of people registered as unemployed of 14,000 beat expectation of 7,000, Germany‟s position as the 

Eurozone‟s labor market was underscored. 

31-Dec-15 07-Jan-16 % Change

MSCI World 1,662.79 1,576.32 -5.20%

MSCI Europe 123.11 116.57 -5.31%

MSCI Asia-Pacific ex-Japan 411.31 381.66 -7.21%

Dow Jones Industrial Average 17,425.03 16,906.51 -2.98%

S&P 500 2,043.94 1,990.26 -2.63%
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 Data from the Institute for Supply Management showed that manufacturing in the United States showed continued 

weakness in the month of December as stammering global economies continued to weigh on the sector while lower oil 

prices dampened investment in the oil and gas business. The ISM manufacturing survey‟s headline slipped from 48.6 in 

November to 48.2 in December (mkt. est: 49.0). This latest figure is now the lowest since June 2009.  

 Data from the US Commerce Department showed that construction spending in the US contracted for the first time in 17 

months, missing consensus growth expectations. November growth was at -0.4% (mkt. est: 0.6%), down from the prior 

month‟s downwardly revised print of 0.3%. This decline was caused by the slump in non-residential construction, falling 

0.7%. 

 Unemployment in the Eurozone reached the lowest since October 2011 to 10.5% in November, down from 10.6% the prior 

month and versus estimates of 10.6%. Although the figure is still high, the pool of unemployed workers is now down 1.57 

million YoY. 

 

Global Bonds  
 

US Treasury yields declined on the average following another batch of 

weaker-than-expected manufacturing data from key economies, the plunge 

in crude oil prices, and the dovish tone in the most recent Federal Open 

Market Committee meeting minutes. The beginning of the week was weak 

for US Treasuries on a less-than-stellar 5 and 7 year bond auction. Market 

developments quickly pushed US Treasury yields downwards following 

softer-than-expected manufacturing data from China, US and Europe 

exacerbated investor worries of a gloomier 2016. This prompted investors to 

adopt a flight-to-safety stance, thereby pushing US Treasury yields 

downwards. Moreover, geopolitical tension in the Middle East, where commodity-driven economies are feeling the pressure given 

the supply-demand imbalance in commodities—led by oil, pushed commodity prices to 11-year lows and further worried investors. 

 

Week-on-week, yields declined by an average of 7.71 basis points. The two-year note fell 9.97 basis points to close at 0.948%, 

while the ten-year benchmark yield edged down 12.39 basis points to close at 2.146%.  

 

Currencies  

 
The US Dollar started this week strong, as investors took the opportunity to 

book profits ahead of the release of the manufacturing figures in key global 

economies. Following a lackluster US ISM manufacturing survey headline 

figure of 48.2 in December (mkt est: 49.0), the dollar weakened. The 

greenback recovered following renewed global growth concerns following 

developments in China that exacerbated concerns over the Chinese 

economy. Mid-week, the dovish tone in the most recent Federal Open 

Market Committee meeting minutes wherein some policymakers raised 

concern over the US economy hitting its three-year inflation target of 2%, 

signaled to the market a more gradual pace of tightening—potentially slower 

than current market consensus of four 25-basis points rate hikes. 

 

Week-on-week, the euro fell vis-à-vis the dollar falling 0.66% to close trading at the 1.0838 level.    

 

The week ahead (January 11 – January 15) 

 

Given the weakness in China, we expect cautious trading in global equities for next week as investors await global developments. 

Geopolitical tensions could further drag equity markets in the following week, with any downward movement in oil contributing 

further to the decline. On the other hand, these could provide support for US treasuries next week as investors may continue to 

prefer safe-haven assets. Over the next few days, we expect the EUR/USD pair to move range-bound ahead of market 

developments in China and globally. A strong non-farm payroll print could tip the scales in favor of the greenback.  

US Treasury Yield Curve

Tenor 31-Dec 7-Jan  +/- bps

3m 0.163 0.198 3.56

6m 0.474 0.448 -2.55

2y 1.048 0.948 -9.97

5y 1.760 1.599 -16.06

10y 2.269 2.146 -12.39

30y 3.016 2.926 -9.00

Currencies 

31-Dec 7-Jan % Change

USD/PHP 47.060 47.030 -0.06%

EUR/USD 1.0910 1.0838 -0.66%

GBP/USD 1.4814 1.4563 -1.69%

USD/JPY 120.39 117.63 -2.29%

AUD/USD 0.7314 0.7002 -4.27%

USD/CHF 0.9924 1.0022 0.99%

EUR/CHF 1.08271 1.08613 0.32%

EUR/JPY 131.34 127.48 -2.94%



 

Philippine Financial Markets 

The local equities market echoed declines in markets overseas over renewed concerns over China following weaker-than-
expected manufacturing data. Prices of government securities rally as the increased global uncertainty and risk-off 
sentiment led to shift to less risky assets, and as further declines in oil prices countered any potential increase in yields 
following the increase in December inflation rate. The Peso traded sideways and closed lower relative to the US Dollar this 
week as foreigners had significant net foreign selling at the close of the week due to risk-off sentiment on global growth 
concerns. 

 
Local Equities  

  
The local stock market tested new lows as risk-off sentiments prevailed 

following disappointing manufacturing data that cast growth concerns over the 

emerging markets basket, the Philippines included. The stock market closed the 

first trading day of the week with reds as investors digested the Chinese 

manufacturing data and fled to safe assets. The better-than-expected local 

inflation print on Tuesday provided a temporary lift, however just slightly. The 

remainder of the week saw a continuing decline and testing of new lows 

consistent with the negative sentiments and aggravated by the sharp 7% one-

day plunge of the Shanghai Composite. 

Week-on-week, the PSEi shed  376.65 points, or -5.42%, closing at 6,575.43. For the week, foreigners were net sellers at 
Php641.36 million, or US$13.58 million.  
  
Industrial: 

 In a joint application with the Energy Regulatory Commission, Therma Marine Inc. (TMI), a unit of Aboitiz Power Corp. and 

the Cotabato Light and Power Co. Inc. (CLPC) sought approval of their energy supply agreement including all the rates, fees 

and charges. Under the agreement, TMI will supply and deliver one megawatt to CLPC for two years not later than Dec. 25, 

2017. 

Holding Firms: 

 GT Capital Holdings, Inc.‟s power generation arm—Global Business Power Corp., is ready to start the bidding process for 

the first engineering, procurement, and construction contract for its 40-megawatt biomass plant in Negros Occidental. The 

$130 million power facility, designed to use sugarcane bagasse for fuel, serves as GBPC‟s maiden venture into the 

renewable energy (RE) sector. 

 Metro Pacific Investments Corporation's (PSE ticker: MPI) subsidiary Metro Pacific Tollways Development Corporation was 

awarded the Cebu-Cordova Bridge project according to a disclosure submitted to the PSE. The project would involve 

financing, design, construction, implementation, operation and maintenance of an 8.25 kilometer tollroad. Implementation will 

be through an unincorporated joint venture among the company, the City of Cebu, and the Municipality of Cordova. Total 

cost is estimated to be no more than Php27.9 billion and will be funded by a combination of loans from local banks and 

equity contributions. Timeline of construction is from 2017 to 2020. 

 The SM Group added 12% in its network of cinemas in 2015. The expansion is heavy on the provincial areas as the 

shopping malls opened were also mostly outside Metro Manila. In absolute terms, the Group now has 307 cinemas--289 are 

2-D and 3-D screens, eight are IMAX Theaters and the remaining Director's Club--totaling 141,753 seats. As the largest 

cinema chain nationwide, SM Cinema holds 60% of the market. 

Services: 

 PLDT (PSE ticker: TEL) and Smart pioneer DSL-mobile data sharing as they now offer subscription to home DSL service 

that would enable them to share their data allocation with mobile phone subscribers. The Speedster Fam Plan 1299 offers 

speeds of up to 10Mbps and a monthly allocation of 50GB. Subscribers of this plan with a Smart mobile plan 399 or plan 600 

can share 6GB of their monthly data allocation to their mobile phone lines. 

Property: 

 DoubleDragon Properties Corp. (PSE ticker: DD) will issue Php20 billion worth of preferred shares (20 million shares, par 
value of Php100 per share) that will increase authorized capital stock to Php20.5 billion according to a disclosure filed in PSE 
yesterday. Chairman and CEO Edgar Sia II said that the issuance will be in March or April. Sia also noted that the proceeds 
will be used for the development of CityMalls, the DD Meridien Park in Pasay City, and the Jollibee Tower in Ortigas.  

1-Jan 8-Jan % Change

PSEi 6,952.08 6,575.43 -5.42%

Philippine  Stock Exchange  Index



 

 
 
Philippine Bond Market  

 
On the local fixed income space, government securities were affected by 
external developments in the form of further economic slowdown along with 
further currency devaluation in China, further decline in oil prices globally, and 
the release of the 1.5% inflation print for the month of December. Yields rose 
at the start of the week as oil prices fell below USD40, and as Chinese 
manufacturing PMI continued to decline, intensiftying risk aversion on 
emerging market (EM) assets. Bargain-hunting ensued the next trading day. 
The release of 1.5% inflation print for December (vs. 1.4% consensus), which 
brought 2015 average inflation to 1.4%, should have led to increase in yields, 
but was offset by continued slide in oil prices. Sideways trading ensued as 
bargain-hunting resumed, offsetting China‟s move to guide markets toward 
further devaluation. EM sentiment improved a bit during the last trading day 
as China‟s stock market recovered, and as the PBoC strengthened its official 
rate for the first time in nine trading days. 
 
Yields declined by an average of 12.5 basis points week-on-week. The short-
end, belly and long-end of the curve fell by 30.72, 3.61, and 3.11 basis points, 
respectively. 
 
 
 
Philippine Peso  
 
 The Peso traded sideways with a slight upward bias relative to the US 

Dollar this week as the cheap valuations locally enticed foreigners to start 

entering the domestic equities market. The Peso began the week on a soft 

note, tracking regional weakness led by continuation of China‟s 

manufacutirng weakness and as investors stayed defensive ahead of the 

release of December inflation results. The release of 1.5% inflation for 

December eased up concerns that the BSP may need to cut rates to prop up 

inflation, leading to recovery of the Peso vis-à-vis the greenback. Given 

continued weaknesses in regional peer currencies exacerbated by North 

Korea‟s testing of nuclear bombs, the Peso weakened mid-week. On 

Thursday, strong net foreign buying allowed the Peso to rally against the 

USD. Significant net foreign selling on Friday caused the Peso to close the 

week lower. Week-on-week the USD/PHP pair traded sideways with a downward bias, losing 10.5 centavos, or -0.22%, to close the 

week at the 47.165 level. 

 

 The National Grid Corporation of the Philippines (NGCP) placed a red alert status on the Mindanao grid after the isolation 

of generating facilities for the Agus 1 and 2 hydro power plants led to the emptying out of contingency reserves. NGCP has 

yet to repair the transmission facility. 

 The Bureau of Treasury reported that National Government (NG) debt as of November 2015 amounted to Php5.95 trillion 

(0.09% lower than the NG debt as of October 2015) as more local and foreign obligations were paid. Domestic debts 

totaled Php3.90 trillion, while foreign debts reached Pho2.06 trillion. 

 Headline inflation for December 2015 reached 1.5% (vs. 1.4% consensus and 1.1% in November 2015), with core inflation 

trending upwards as well at 2.1% driven by higher alcoholic beverages (+4.4%), health (+1.9%), transport (+2.2%), and 

recreation & culture (+1.1%). Meanwhile, cost of housing and utilities fell less than in prior months while prices of food and 

non-alcoholic beverages were relatively stable. Average headline inflation for 2015 was 1.4%. 

 According  to preliminary data from the Bangko Sentral ng Pilipinas, domestic liquidity (M3) reached Php8.0 trillion in 

November 2015, 9.2% higher year-on-year (vs. 9.2% revised change in October), due to sustained demand for credit. 

Meanwhile, domestic claims advanced by 11.6% in November (vs. 11.3% revised growth in October). 

 The Davao city council says that is ready for a legal battle over the for the Sasa Port modernization project, a public-

private partnership undertaking, if the Department of Transportation and Communications (DoTC) does not reassess the 

design and Php18.99 billion cost. The DoTC has set January 8 as the deadline for submission of the second batch of 

queries for the project, which will be a 30-year concession contract, with five prequalified bidders: San Miguel Holdings 

Corp.-APM Terminals Management (Singapore) Pte. Ltd., Portek International Pte. Ltd.-National Marine Corp. Consortium, 

International Container Terminal Services, Inc., Asian Terminals, Inc.-DP World FZE Consortium, and Bollore Africa 

Logistics. 

Currencies 

10-Dec 17-Dec % Change

USD/PHP 47.190 47.395 0.43%

EUR/USD 1.0941 1.0826 -1.05%

GBP/USD 1.5160 1.4901 -1.71%

USD/JPY 121.56 122.56 0.82%

AUD/USD 0.7281 0.7129 -2.09%

USD/CHF 0.9877 0.9962 0.86%

EUR/CHF 1.08077 1.07835 -0.22%

EUR/JPY 133.00 132.68 -0.24%

T enor 1-Jan 8-Jan  Change

1m 2.67 2.32 -35

3m 2.67 2.40 -27

6m 2.92 2.41 -51

1y 2.37 2.27 -10

2y 3.98 3.80 -18

3y 3.66 4.07 41

4y 3.88 3.73 -15

5y 3.93 3.73 -19

7y 4.59 4.52 -7

10y 4.10 4.11 1

20y 5.52 5.45 -8

25y 4.89 4.86 -3

Average -12.5

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

 Bangko Sentral ng Pilipinas (BSP) Governor Amando Tetangco Jr. said that he believes the Philippines‟s sound 

macroeconomic fundamentals can provide "dynamic stability" and fend off external shocks brought about by the US liftoff 

and economic slowdown in China. He added that "positive growth prospects and solid macrofundamentals" will keep the 

country steady over the near and medium terms. 

 Deadline for bid submissions for the Php122.8 billion Laguna Lakeshore Expressway Dike (LLEDP) was extended from 

January to March 15, 2016, as requested by the bidders. Prospective bidders have expressed various concerns, e.g. cost, 

election-related risk, regulatory requirements and other legal issues, which the Department of Public Works and Highway 

(DPWH) plans to address in a new bid bulletin. 

 Total investments approved by the Board of Investments (BOI) and the Philippine Economic Zone Authority (PEZA) totaled 

Php661.83 billion in 2015 (vs. Php634.24 billion in 2014 or +4.4%), on the back of sustained investor confidence in the 

Philippines. The increase in BOI-approved investments was credited mainly to the approval of big power projects. Both the 

BOI and PEZA are targeting 5% growth this 2016. 
 

The week ahead (January 11 – January 15) 

 

For the week ahead, we expect the market to trade range-bound amid continued weaknesses overseas and lack of catalysts. The 

PSEi is expected to trade between 6,300 and 6,900. Bond yields are expected to trade sideways with slight upward bias given the 

lack of significant catalysts locally which may cause weak turnover during the week. If the US non-farm payrolls outperform 

expectations (mkt. est.: 200K; prior: 211K) which may revive expectations of further rate hike this January (0% implied probability of 

a rate hike during the January FOMC meeting). Expect also the USD/PHP pair to move range-bound in sideways trading on lack of 

market moving developments but this will be heavily influenced by foreign investors‟ movements in the equities market. 


