
 

 

January 25, 2016     
Global Financial Markets 

Global equities tumbled for a third straight week following concerns over the plummeting oil prices and the possibility of a 
credit-related event, weaker-than-expected Chinese growth figures, and sluggish global growth. Meanwhile, US Treasury 
prices generally rallied week-on-week as investors flocked to safe-haven assets in light of global growth uncertainties and 
continued slide in oil prices. Same factors caused the increase in the US Dollar, but this was tempered by disinflationary 
concerns and the uptrend in initial jobless claims. 
  
Global Equities 
 

Uncertainty remained the key theme for 
the week, as investors continued to adopt 
a flight to safety stance for a third straight 
week. Global equity markets tracked a 
downward trajectory following a string of 
related concerns that troubled investors 
specifically with regard to the stability of 
global financial markets. Investors are 
particularly growing weary of rising 
concerns over China, global economic 
growth prospects, sliding commodity 
prices, and fears over whether central 
banks remain willing to act as a backstop. 
US equities started the week off on the 
decline following a slew of disappointing 
economic data and ahead of the long 
weekend. The following days saw even 
more volatility as markets moved ahead 
of two central bank policy meetings, 
economic data releases, and the 
direction of commodity prices. Following 
the release of Chinese 4

th 
quarter GDP 

figure, which was largely in-line with 
market expectations of 6.9% (actual: 
6.8%), markets sighed a brief relief rally 
before tumbling again as oil prices 
dropped to pre-global financial crisis 
lows. Markets rallied towards the end of the week following the European Central Bank President Mario Draghi’s dovish statements 
wherein he unequivocally introduced potential additional stimulus in the next policy meeting in March.  

European equities also tracked movements in Wall Street, as investors moved ahead of the ECB policy meeting on Thursday. 
European equities started the week off on the decline as oil prices continued to fall below $29 a barrel as markets reacted to the 
lifting of Iran sanctions. More downward pressure on European equities evolved following the continued oil rout and as markets 
questioned the authenticity of the Chinese economic data releases, particularly the GDP figure. The downward trend was halted 
following the ECB’s policy meeting wherein ECB President Mario Draghi introduced the idea of additional stimulus in its next policy 
meeting. Meanwhile, Asian equities also tracked the global market rout. It started the week on a downward path as market players 
moved ahead of the Chinese economic figures, particularly the 4Q 2015 GDP print, December industrial production data, and 
December retail sales figures. Markets then continued to track a negative slope as oil prices plunged. Towards the end of the week, 
a slight pick-up in Asian equities occurred as markets priced in news that Iran is willing to talk to OPEC countries to address 
oversupply issues in the oil market.  
 
Week-on-week, the MSCI World index lost 3.30% led by the large declines in MSCI Asia ex-Japan, Dow Jones Industrial Average, 
and MSCI World, falling 3.94%, 3.74%, and 3.30%, respectively. Meanwhile, the S&P 500 and MSCI Europe also declined week-
on-week by 3.25% and 3.18%, respectively.  
 

Data in the US and the Eurozone intensified disinflationary concerns, with the US PPI and CPI numbers falling MoM, and with the 
ECB highlighting its worries on hitting its inflation target given increased downside risks globally. Despite the Chinese GDP figure 
being roughly in-line with consensus expectations, market pessimism continued for most of the weak, aggravated by the continued 
plunge in crude oil prices.   
  

 Data from the Federal Reserve showed that US Manufacturing data remain in a rut. The two manufacturing reports 

released were below expectations, extending the weak run for the manufacturing data. Overall industrial production for the 

month of December slipped 0.4%, weaker than market expectation of 0.2%. The headline figure was dragged down by a 

2.0% drop in utilities output (related to the warmer-than-normal weather) as well as a 0.8% decline in mining production 

14-Jan-16 21-Jan-16 % Change

MSCI World 1,549.06 1,497.87 -3.30%

MSCI Europe 114.27 110.64 -3.18%

MSCI Asia-Pacific ex-Japan 373.03 358.32 -3.94%

Dow Jones Industrial Average 16,379.05 15,766.74 -3.74%

S&P 500 1,921.84 1,859.33 -3.25%

Global Equity Performance

100

200

300

400

500

600

1,400

1,550

1,700

1,850

2,000

2,150

Nov '14 Jan '15 Mar '15 May '15 Jul '15 Sep '15 Nov '15 Jan '16

MSCI World (LHS) S&P 500 (LHS)

MSCI Europe (RHS) MSCI Asia-Pacific ex-Japan (RHS)



 

 

(related to weakness in the oil and gas sector). Meanwhile, manufacturing output also declined by 0.1% in December and 

by a downwardly revised 0.1% in the prior month. 

  Reports from the U.S. Labor Department showed that the producer price index (PPI), a gauge of business prices, fell at 

the end of 2015, underscoring the low inflation likely to persist across the U.S. economy while oil prices remain depressed. 

The PPI fell 0.2% in December, while core prices (excluding volatile food and energy categories) rose 0.1%. Overall 

producer prices were down 1.0% in December year-on-year, the 11th consecutive year-over-year decline. Core prices 

were up 0.3% from a year earlier. 

 Data from the National Association of Home Builders (NAHB) showed that U.S. home-builder sentiment held firm in 

January. The NAHB housing market index was relatively softer-than-expected, as the January figure remained at 60 (mkt 

est: 61) from a downwardly revised reading of 60 in December (Prev: 61). NAHB Chief Economist David Crowe said the 

numbers showed that the “economic outlook remains promising, as consumers regain confidence and home values 

increase, which will help the housing market move forward.”  

 The Congressional Budget Office (CBO) announced that December’s flurry of deal making by the Congress and the White 

House on spending and taxes will lead to an increase in deficits the first time since 2009 given the expected lower 

revenues. The budget deficit is estimated to rise to $544 billion, or 2.9% of GDP, for the current fiscal year, up from the 

$439 billion deficit recorded last year. 

 U.S. consumer prices month-on-month unexpectedly slipped during December. The CPI edged down by a seasonally 

adjusted 0.1% (vs. mkt est: 0%) as the dwindling energy and food costs outweighed increases in shelter and medical care 

prices. Meanwhile, core prices rose 0.1% (vs. mkt est: +0.2%), the smallest increase since August. On a year-on-year 

basis, prices rose 0.7% (vs. mkt est: +0.8%).  

 U.S. housing starts slid 2.5% MoM to a seasonally adjusted annual rate of 1.149 million (vs. mkt est: 1.2 million) during 

December despite the unusually moderate winter. Starts for single-family homes sank 3.3% MoM while multifamily units 

dropped 1%. 

 Data from the US Labor Department showed that the number of Americans filing for unemployment benefits rose to a six-

month high last week. Initial jobless claims increased 10,000 to a higher-than-expected, seasonally adjusted, 293,000 (Mkt 

est: 278k) in the week ended Jan. 16.  

 European Central Bank (ECB) President Mario Draghi said that the indicated that further stimulus may be introduced by 

the governing council at its next meeting (March) since the outlook for inflation had weakened “significantly”. While he 

thinks that the actions taken by the ECB in December were “appropriate” given the prevailing conditions, the “downside 

risks” the Eurozone economy intensified given the volatility in global financial and commodity markets from uncertainty 

about the outlook for China’s economy and the yuan.  

 

Global Bonds  
 

US Treasury yields mostly declined given the continued drop in crude oil prices and increased uncertainty over the economic 

outlook, especially for emerging markets. Due to increased risk aversion, 

flight to safety occurred, leading to higher demand for safe-haven assets 

such as developed market bonds. This caused US Treasury prices to rise 

week-on-week with short-lived corrections only when equities markets rallied 

following the release of China’s FY15 GDP of 6.9%, and after the European 

Central Bank (ECB) President Mario Draghi indicated that further stimulus 

may be added in its March meeting. The correction after the release of the 

China GDP figure did not materially improve sentiment as oil prices continued 

to slide, intensifying investor pessimism. Moreover, worse-than-expected 

initial jobless claims last week tempered improvements in sentiment. 

  

Week-on-week, yields declined by an average of 4.25 basis points. The two-year note fell 5.80 basis points to close at 0.833%, 

while the ten-year benchmark yield edged down 5.63 basis points to close at 2.031%. 

 

  

US Treasury Yield Curve

Tenor 14-Jan 21-Jan  +/- bps

3m 0.244 0.280 3.57

6m 0.408 0.372 -3.57

2y 0.891 0.833 -5.80

5y 1.507 1.442 -6.47

10y 2.087 2.031 -5.63

30y 2.887 2.811 -7.60



 

 

Currencies  

 
The US Dollar generally strengthened throughout the week as oil continued 

to fall below US$30/bbl. Pessimism continued with Brent crude price reaching 

as low as US$27.88/bbl. There was a correction after three consecutive 

trading days of appreciation, as sentiment rebounded after China’s GDP 

figure remained close to expectations. The Euro weakened vis-à-vis the 

greenback after the ECB hinted about potential stimulus in its March meeting 

as “downside risk” in its goal of hitting its inflation targets worsened after its 

December meeting. However, poor economic data in the US, such as the 

unexpected decline in seasonally-adjusted consumer prices earlier during the 

week, the worse-than-expected initial jobless claims, and the rebound in 

crude oil prices at Thursday’s close, tempered the strength of the US Dollar.  

 

Week-on-week, the euro fell vis-à-vis the dollar, losing 0.29% to close trading at the 1.0891 level.  

 

The week ahead (January 25 – January 29) 

 

The rout in global equities continued this week following renewed concerns over the plummeting oil prices, sluggish global growth, 

and weakness in Chinese data. Given the continued risk-off sentiment prevailing globally, we expect cautious trading in global 

equities for next week as investors await global developments. As concerns on global economic growth remain, we continue to 

expect flight-to-safety and hence, continued support for US treasuries. Defensive trading may also ensue prior to the release of 

preliminary estimates of US GDP for 4Q15. Meanwhile, the January FOMC meeting may end up as a non-event, with market-

implied probability of a rate hike from the said meeting being at zero. Over the next few days, we expect the US Dollar to continue 

strengthening should investor pessimism continue. 

  

Currencies 

14-Jan 21-Jan % Change

USD/PHP 47.640 47.940 0.63%

EUR/USD 1.0923 1.0891 -0.29%

GBP/USD 1.4370 1.4148 -1.54%

USD/JPY 117.72 116.97 -0.64%

AUD/USD 0.6923 0.6910 -0.19%

USD/CHF 1.0028 1.0065 0.37%

EUR/CHF 1.09535 1.09616 0.07%

EUR/JPY 128.58 127.4 -0.92%



 

 

Philippine Financial Markets 

The local equities market continued to reach new lows intra-week before slightly rallying as risk-off sentiment prevailed 
given continued concerns on emerging market growth and further weakness in crude oil prices. Prices of government 
securities rallied as market players continued to prefer less risky assets amid continued risk-off sentiments toward 
emerging markets despite the generally in-line GDP print from China and a sustained decline in commodity prices. The 
Peso continued to weaken against the dollar as capital flowed out of the equities market and as investors sought the 
safety of the greenback. 

 
Local Equities  

  
The local stock market fell to its lowest level in two years as investors remained 
cautious toward risky assets on the back of global growth concerns amid the 
continued slump in crude oil. The stock market closed the first trading day of the 
week lower as crude oil prices went below $30/barrel, with a marginal rally the 
following day as investors factored in the generally in-line GDP figure from 
China. However, global growth concerns did not dissipate, and as the IMF 
released its downgrades in growth estimates for both developed and emerging 
markets, investors continued to move out of equities. The PSEi ended below 
6,100 on Thursday, closing at 6,084.28, before rallying by the end of the week 
due to bargain hunting.  
 
Week-on-week, the PSEi lost 241.45 points, or -3.74%, closing at 6,208.05. For the week, foreigners were net sellers at Php2.26 
billion, or US$61.26 million.  
  
Industrial: 

 Maynilad Water Services, Inc. (Maynilad) introduced a new channel of billing called ““My Water Bill,” which will enable 

customers to receive their water bills via electronic means (e.g. through SMS, Email, or Web Portal). Such scheme was 

made for the payment convenience of its customers. 

 Manila Electric Company (Meralco) is set to be receiving a 1-year energy supply from 1590 Energy Corp., a subsidiary of 

Vivant Corporation, starting February 26 2016. The 1-year Power Supply Agreement (PSA) was made in order to support the 

capacity requirements of Meralco, which was brought about by the upcoming summer months, maintenance shutdowns and 

forced plant outages. However, the agreement is still waiting for the Energy Regulatory Commission’s (ERC) approval.  

Holding Firms: 

 In a disclosure, conglomerate San Miguel Corporation (PSE Ticker: SMC) announced that its board of directors approved the 

filing of application for the shelf registration. of preferred shares. The total Php80 billion issuance is expected to be 

completed over a three year period, with the first tranche having an initial offering of Php30 billion at Php75 per share. The 

funds will be used to refinance debt and to support the company's medium-term expansion program.  

 Metro Pacific Investment Corp.’s (MPIC) strategic business unit, Manila North Tollways Corp. (MNTC), will invest an 

estimated PHP1.5 billion to improve the Subic-Clark-Tarlac Expressway (SCTEx). Improvements include pavement work, 

new facilities, toll collection systems, and communication systems.The election ban from March 25 to May 8 exempts 13 

PPPs. Combined, the value of the projects reach Php514 billion. Among the exempted is the Php122.8 billio Laguna 

Lakeshore Expressway Dike and the Php170.7 billion North South Railway Project or the South Line.  

Property: 

 Robinsons Land Corp. (RLC) commenced the start of their twin-tower office project in Quezon City. The Exxa and Zeta 

towers in Bridgetown, which aim to cater to the BPO segment, will add 70,000 square meters to RLC’s office property 

portfolio. The completion of the Exxa and Zeta towers is expected to be in 2H2017 and 2018, respectively.  

 Ayala Land, Inc. (ALI) is preparing documentation for the sale of debt securities amounting to PHP50 billion. ALI plans on 

selling PHP20 billion in corporate bonds and PHP10 billion  in commercial papers—part of ALI’s shelf registration of up to 

P50 billion worth of debt securities approved by its board of directors approved on Nov. 27. The funding shall be used for the 

company’s future capital expenditures needed for the expansion of their residential, shopping mall, office and hotel 

businesses.  

 SM Prime Holdings Inc. (SMPH) plans on opening a new mall in China every year, stating that second- and third-tier cities 

still have room for expansion. Additionally, SMPH is still pursuing their residential venture in China. These are part of their 5-

year program (currently on their 3rd year) to double earnings by 2018 through capital expenditures of about PHP400 billion.  

  

15-Jan 22-Jan % Change

PSEi 6,449.50 6,208.05 -3.74%

Philippine  Stock Exchange  Index



 

 

 
Philippine Bond Market  

 
On the local fixed income space, prices of government securities increased 
week-on-week as market players continued to prefer less risky assets amid 
volaitiliy across global markets from global growth concerns, declining oil 
prices and continued monetary policy divergence globally. For the week, 
markets were affected by external developments such as the generally in-line 
GDP print in China, sustained decline in oil prices, and the decision of the 
ECB to keep its monetary policy unchanged for the moment but with an 
indication of additional stimulus as President Draghi warned of the increasing 
downside risks to inflation and indicated the need to reassess their monetary 
stance as early as the end of the first quarter. Yields were down most days of 
this week especially during the last day as buyers bought heavily especially 
the long dates   
 
Yields declined by an average of 18.2 basis points for the five trading days of 
the week. Both the short and the long ends of the curve fell, the former by 54 
basis points and the latter by 1.39, while the belly rose marginally by 0.42 
basis point. 
 
 
 
Philippine Peso  
 
 The Peso touched six-year lows during the middle of the week as investors sought the safety of the greenback driven by risk-off 

sentiment toward emerging markets that goes hand-in-hand with weakness in the commodity market. As the close of the week 

rolled on, the local currency recovered slightly and ended the week at Php 47.805 a dollar, reflecting a 0.14% depreciation week-

on-week relative to the greenback. The Peso began positively following weak manufacturing and retail data and the US only to 

depreciate continually over concerns on oil and an overarching risk-off sentiments towards emerging markets.  

 

Week-on-week the Philippine peso weakened relative to the US dollar. The USD/PHP pair gained 6.5 centavos, or 0.14%, to close 

the week at the 47.805 level. 

 

 The Department of Trade and Industry (DTI) said that it "will continue to support micro, small and medium enterprises 

(MSMEs)...concerning business environment, productivity, and efficiency, and access to finance and market". The 

country's six priority clusters--rubber, coco coir, coffee, cacao, processed fruits and nuts, and tourism support industries--

were a beneficiary of a total of Php1.72 billion in investments and generated Php2.62 billion domestic sales as of the third 

quarter of 2015; both numbers beat targets by more than 100%. In addition, 144 Negosyo Centers were established as of 

December 2015, exceeding the goal of 100 centers. 

 The election ban from March 25 to May 8 exempts 13 PPPs. Combined, the value of the projects reach Php514 billion. 

Among the exempted is the Php122.8 billio Laguna Lakeshore Expressway Dike and the Php170.7 billion North South 

Railway Project or the South Line. 

 Davao’s Regional Development Council (RDC) intends to meet within 1Q16 to re-evaluate its position on the planned 

Php18.99-billion Sasa Port modernization project. The council will re-assess the issues weighing down the proposal, 

especially on the “scope of the project and its cost.” 

 According to Barclays Bank, Banko Sentral ng Pilipinas (BSP) may postpone rate hike to 2017 if growth continues to 

slowdown in 2016. Additionally, BSP Governor Amando M. Tetangco Jr. said that the need for BSP to change their policy 

stance has not risen since the average inflation rate of 1.4% in 2015 was below the target of 2-4%. BSP plans to maintain 

their inflation target of 2-4% in 2016-2018 with hopes that a low inflation environment would boost economic growth. 

 The International Monetary Fund (IMF) has marginally downgraded their growth forecast for the Philippines for 2016. Their 

growth forecast decreased from 6.3% to 6.2%. This decrease was in consideration of the current state of the external 

environment. However, the IMF reiterated that the Philippines’ growth outlook is still one of the strongest in the region. 

 Contract signing for the Integrated Transport System-South (ITS-South) bus hub PPP between Ayala Land, Inc. (ALI) and 

the Department of Trade and Communications (DOTC) was delayed due to the latter’s overlapping schedule with 

Malacañang. The Php4 billion ITS-South bus hub PPP awarded to ALI in November 2015 is expected to be completed in 

2018. The bus hub aimed to minimize congestion in the metro has an estimated capacity of 40,000 buses and 160,000 

passengers. ALI will be operating and maintaining the bus hub for 35 years. 

 Intensifying risk-off sentiment in the equities market may lead to another deferral of the initiative to increase public float of 

listed companies from 10% to 15% as the Securities and Exchange Commission (SEC) Chairperson Teresita Herbosa said 

that they will wait for conditions to improve before implementing the plan. The SEC plans to raise the requirement of 

T enor 15-Jan 22-Jan  Change

1m 2.67 2.34 -34

3m 2.42 1.50 -93

6m 2.48 1.63 -84

1y 2.32 2.27 -6

2y 3.00 3.91 91

3y 4.34 4.12 -22

4y 3.84 3.77 -7

5y 4.41 3.82 -59

7y 4.73 4.73 -1

10y 4.35 4.35 -1

20y 5.60 5.50 -10

25y 5.09 5.16 7

Average -18.2

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

 

minimum public ownership by 5ppts until it reaches 25%. The Philippine Stock Exchange (PSE) COO said that average 

public float is 36%. 

 The Philippine Stock Exchange (PSE) will reassess their expansion plans for the year due to the regulatory delay of their 

acquisition of the Philippine Dealing System & Holdings Corp. (PDS), coupled with the condition of global markets. The 

Securities and Exchange Commission (SEC) gave the local bourse till January 26 to settle issues regarding their planned 

unification of the equities and fixed income markets. In relation, The PSE has already signed share purchase agreements 

totaling a 40.06% stake in PDS to add to their 20.98% stake. 

 Banko Sentral ng Pilipinas’ (BSP) Deputy Governor Diwa C. Guinigundo said that the growing tension between Saudi 

Arabia and Iran might have an adverse affect on OFW remmitances from the Middle East. OFWs from Saudi Arabia are 

the second largest contributors of remittances with a total of PHP2.401 billion. BSP still expects remittances to grow this 

year at a slower pace of 4%. 

 

The week ahead (January 25 – January 29) 

 

For the week ahead, we expect that continued weaknesses overseas and lack of catalysts would weigh on the local equities 

market. The PSEi is expected to trade between 6,000 and 6,250. Bond yields are expected to trade sideways ahead of the trade 

and GDP print next week, and as investors continue to deal with increased volatility. Expect also the USD/PHP pair to move range-

bound in sideways trading but would be heavily influenced by the movements of regional currencies. 


