
 

August 15, 2016     
Global Financial Markets  

Global equities rallied on the back of the strong labor data from the US as well as the crude oil prices’ surge. US Treasury 
prices, in contrast, fell due to the increased profitability of a rate hike due to the solid jobs report. The US Dollar traded flat 
with a slight downward bias relative to the Euro this week as markets continued to discount tighter US monetary policy 
despite recent economic gains. 
  

Global Equities 
 

Global equities rallied as the strong jobs 
report from the US fuelled renewed optimism 
towards the economy. Nonfarm payrolls for 
July rose 255,000, much better than what the 
market was expecting which was only 
180,000 added jobs. The strong June 
payrolls data were revised even higher to 
292,000. Likewise, unemployment rate was 
stable at 4.9% while wages grew 2.6%, the 
fastest pace since 2009. Looking into the 
details of the labor report, markets became 
even more ecstatic since high value jobs 
such as professional services or those in 
finance, engineering and healthcare actually 
increased significantly.  
 
Mid-week, the markets corrected shortly as 
investors made the news on oil supply as an 
excuse to take profit. Crude oil prices 
plunged 3% during the week due to the 
release of record-level inventory from the US 
and Saudi Arabia. Not long enough, though, 
oil surged once again as Saudi hints over 
possible production freeze. Moreover, the 
International Energy Agency reported that it 
forecasts tightening of supply by the second 
half of this year. 
 
European shares, likewise, surged due to extended upbeat sentiment towards the Bank of England’s new stimulus measures. 
Earnings results in the Euro-zone were also the key drivers for the share prices. Corporate earnings, although came in as a mixed 
bag, were generally well-received by the markets. The rally in the oil markets, similarly, helped the Euro stocks to rise further. 
 
Asian shares went up the most as a typical beneficiary of monetary easing of central banks. Foreign flows kept on coming to select 
Asian markets such as the Philippines, Indonesia and India, pushing their stock markets higher. This is despite some of the 
disappointing data from China, a huge Asian market. During this week, China reported its trade activity showing imports declining 
by 12.5% and exports falling by 4.4%. Moreover, industrial output grew by 6.0%, a tad lower than market expectations of 6.1%. 
 
Week-on-week, the MSCI World Index closed at 1,735.80, down by 1.65% WoW. Asian shares as represented by MSCI Asia-
Pacific ex-Japan rose the most at 2.92% to end at 447.98. This was followed by MSCI Europe, which rallied 2.6% to 117.02. Lastly, 
the US equity markets ended higher with the Dow Jones Industrial Average closing at 18,613.52 (+1.42% WoW) while S&P 500 
increased by 1.00% to 2,185.79.  
 
We saw mostly positive economic data from the United States this week: 
 

 Nonfarm payrolls reached 255,000 in July, much higher than market estimates of 180,000. This brings the three month 

average to a solid 188,000. Job gains were record across the board with professional and business services adding 

70,000 jobs. However, employment in the mining sector continued to decline. Unemployment rate was stable at 4.9%, 

while labor-force participation rate edged up to 62.8% from 62.7%. Meanwhile, wages grew by 2.6% over the last year. 

 US trade deficit surged in June with the trade gap reaching 8.7% month-on-month to US$44.5 billion, the widest gap in ten 

months. Imports grew 1.9% largely due to higher oil prices while exports rose 0.3% due to higher sales for food, consumer 

goods as well as capital goods.  

 For the month of July, the Federal Reserve’s Labor Market Conditions Index (LMCI) posted its first increase for the year. 

LMCI rose 1.0 following a -0.1 reading in June, which was revised upward from -1.9. The index’s improvement was 

primarily due to the strong nonfarm payrolls data in the past two months. 

04-Aug-16 11-Aug-16 % Change

MSCI World 1,707.69 1,735.80 1.65%

MSCI Europe 114.06 117.02 2.60%

MSCI Asia-Pacific ex-Japan 435.28 447.98 2.92%

Dow Jones Industrial Average 18,352.05 18,613.52 1.42%

S&P 500 2,164.25 2,185.79 1.00%

Global Equity Performance
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 The Conference Board Employment Trends Index (ETI) rose to 128.28 in July from June’s 127.89 print. This was driven by 

the five of the eight components of the index including Percentage of Respondents saying they find “Jobs Hard to Get,” 

Job Openings, and Initial Claims for Unemployment Insurance. 

 Non-farm productivity levels in the US posted its third consecutive quarterly decline during the second quarter of this year. 

The index fell 0.5%, worse than market expectations of 0.4%, but better than the 0.6% recorded in the first quarter. Output 

per worker rose at a 1.2% pace but unit labor costs increased at a 2% annual rate. 

 US wholesale inventories rose in June at a rate of 0.3% month-on-month, faster than consensus estimates of 0%. Whole 

sale stocks of farm products surged 4% while wholesale inventories of drugs spiked 4.9%. Meanwhile, auto inventories fell 

0.1% but sales at wholesalers rose 1.9%. 

 US job openings increased by 110,000 to 5.624 million while layoffs dropped to their lowest in almost two years at 1.6 

million during June. There were more job openings across nearly all sectors including the manufacturing and construction. 

Meanwhile, hiring increased to 5.1 million from 5.0 million and hiring rate crept up to 3.6% from 3.5%. 

 Budget deficit in the US was reported to be at US$115 billion for July, better than consensus estimates of US$119.0 billion 

and much lower than last month’s US$149.0 billion. For the first ten months of fiscal year 2015-2016, total deficit rose 

10.3% to US$513.7 billion. Corporate tax receipts were down 12.8% year-to-date while individual taxes fell 0.4%. 

 US import prices rose in July by 0.1% on a month-on-month basis, better than what the markets are expecting which is a 

decline of 0.4%. Excluding oil imports, it could have gone up by 0.5%. Meanwhile, export prices rose 0.2% MoM, but still 

on a decline on a year-on-year basis at 3%. 

 Initial jobless claims remained stable, and actually declining by 1,000 to 266,000 for the week ended August 6. The four-

week moving average rose slightly by 3,000 to 262.750. Continuing employment claims, on the other hand, rose 14,000 to 

2,155,000. 

 

Global Bonds 
 
US Treasury prices corrected as triggered by the strong labor 

market data in the US. After the release of the report showing a 

second consecutive month of solid employment conditions in the 

US, investors speculated that it is now more likely that the Fed will 

hike rates at least once this year. According to Bloomberg, the 

probability of a rate hike rose to 47% from 37% the day before the 

release of nonfarm payrolls data. During the week, there were a lot 

of bond auctions which directed the fixed income market as well. 

Three- and ten-year bonds were auctioned off which attracted a lot 

of demand. However, the latest bond that was auctioned, with a tenor of 30 years, did not entice much demand, driving yields 

higher. 

 

Week-on-week, US Treasury yields rose by an average of 5.96 basis points, led by the 5-year T-bills which gained 11.61 basis 

points to 1.028% and the 2-year benchmark yield which added 9.90 basis points to 0.643%. 

 

 

Currencies  
 

The US Dollar traded flat with a slight downward bias relative to the Euro 

this week as markets continued to discount tigher US monetary policy 

despite recent economic gains. The US dollar closed last week hardly 

stronger despite the robust back-to-back monthly US non-farm payroll gains 

for June and July. The July NFP printed at 255,000, beating consensus 

expectations by 75,000 jobs, while already robust June result of 287,000 

was revised higher to 292,000, firming up the argument for a December Fed 

rate hike at the least. Across the weekend, the greenback continued to trade 

flat relative to the Euro as positive US labor data continued to stream out 

after last Friday's employment upside surprise. The US Conference Board 

Employment Trends Index (ETI) improved in July, rising to 128.28 from 

June’s downwardly revised 127.89 and up 1.6% year-on-year. On Tuesday, the Dollar traded sideways with a slight downward bias 

relative to the Euro as US non-farm productivity fell for a third consecutive quarter in Q2, the longest losing streak in 37 years. Non-

farm productivity fell -0.05% in Q2 instead of rising 0.4%, as was the market's expectation. Mid-week, the greenback slipped slightly 

despite the number of US job openings increasing and lay-offs decreasing. The Job Openings and Labor Turnover Survey (JOLTS) 

US Treasury Yield Curve

Tenor 4-Aug 11-Aug  +/- bps

3m 0.254 0.280 2.62

6m 0.397 0.437 3.96

2y 0.643 0.742 9.90

5y 1.028 1.144 11.61

10y 1.501 1.559 5.85

30y 2.254 2.272 1.82

Currencies 

4-Aug 11-Aug % Change

USD/PHP 47.020 46.790 -0.49%

EUR/USD 1.1130 1.1137 0.06%

GBP/USD 1.3107 1.2956 -1.15%

USD/JPY 101.22 101.96 0.73%

AUD/USD 0.7628 0.7699 0.93%

USD/CHF 0.9741 0.9755 0.14%

EUR/CHF 1.08406 1.08647 0.22%

EUR/JPY 112.64 113.55 0.81%



 

reported that job openings rose 110,000 to meet expectations while jobs openings rate crept up 10 basis points to 3.8%, reflecting 

gains in manufacturing and construction sectors. Layoffs fell to 1.6 million, a 2-year low, from 1.7 million in May and the layoff rate 

slipped to 1.1%, the lowest in almost 6 years. The Dollar may have reacted to comments by former Fed Chair Ben Bernanke that 

seemed to question the current FOMC's inclination to hike rates at all. Towards the weekend, the Dollar traded sideways with an 

upward bias as US labor data consistent with the strong back-to-back June and July NFP results were released. In addition to initial 

jobless claims falling 1,000 to an adjusted 266,000 as of the week ended August 6th, prices of imports to the US were also up and 

commentary from senior Fed officials were supportive of a rate hike by year-end. Week-on-Week, the EUR/USD pair traded 

sideways with a slight downward basis, rising 0.07 US Cents, or +0.06%, to close trading at the 1.1137 level. 

 

The week ahead (August 8 – August 12) 

 

Investors will likely take cue from further economic data from the major economies as well as the last stretch of earnings releases. 

The bond market is expected to be driven by the release of the CPI figure in the US, which if disappoints, would most likely reduce 

the probability of a rate hike once again; thus, pulling yields lower. For next week, expect the EUR/USD pair to trade flat without any 

particularly strong trend given the lack of significant, market-moving developments on the US economic calendar.  



 

Philippine Financial Markets 

 
The PSEi traded sideways with a slight downward bias this week as investors took profit mostly on account of falling 
commodity prices. Local fixed income asset prices were flat as the higher probability of a rate hike in the US was offset by 
the BSP’s decision to keep their existing monetary policies. The Peso strengthened slightly vis-a-vis the US Dollar this 
week, despite the US non-farm payroll (NFP) result printing very robustly for July. 

Local Equities  

The PSEi traded sideways with a slight downward bias this week as investors 
took profit mostly on account of falling commodity prices. The local bourse 
started the week on a strong note as local companies continued to release 
upbeat earnings but market outperformance was capped by the strong jobs data 
in the US. On Tuesday, the market continued to rally as first half earnings 
proved to be reliable with financial names sustaining the previous day's strength. 
The PSEi had a quiet day, mid-week, as investors stayed on the sidelines due to 
the lack of fresh leads causing the bourse to dip slightly lower. On Thursday, the 
local bourse began a two-day slide triggered by profit-taking on the recent 
outperformers and oil-related names after global crude oil prices fell markedly on 
continuing shortfall of petrol demand in the US. By the weekend, the bourse slid further on profit-taking as commodity-related 
names continued to tank, this time over regulatory risk prompted by DENR Secretary Gina Lopez statements impacting Semirara 
Mining and Power Company (SCC).   
 
Week-on-week, the PSEi lost 14.49 points, or -0.18%, to close at 7,955.86. For the week, foreigners were net buyers at Php6.89 
billion (including for GTCAP Block Sale) or USD 147 million. Year-to-date, net foreign inflows reached Php59.53 billion or USD 1.27 
billion. 
 

Holding Firms: 

 San Miguel Corporation (Ticker: SMC) reported a strong performance in the first half of the year, owing to sustained growth 

of its core businesses, improved margins for Petron, and larger returns from its power and infrastructure subsidiaries. The 

sale of the telco business lead to the P11.8 gain that helped the company recover its costs and interest expenses in the 

previous years. After the first six months, SMC reported a net income of P35.3b while consolidated EBITDA amounted to 

P63.4b, 21% higher than 2015. 

Services: 

 PLDT, Inc. (Ticker: TEL) is about to finish three crucial Information and Communications Technology (ICT) projects in 

Mindanao by September, in order to boost the region’s digital infrastructure and improve economic growth in the southern 

regions of the country. By the end of August, PLDT would establish a landing station that would be directly linked to 

international gateways in Batangas, La Uñion and Camarines Norte. This station will also connect the region to international 

networks mainly in Hong Kong, Singapore, and the United States, producing a “full-managed, high bandwidth global 

connectivity with automatic re-routing, providing even greater resiliency in the network,” said PLDT EVP and ePLDT 

President and CEO Eric R. Alberto.  

Property: 

 Ayala Land, Inc. (PSE Ticker: ALI) announced that its net income reached Php9.74 billion for the 1st half of this year, a 16% 

increase from 2015’s Php8.39 billion. Meanwhile, consolidated revenues went up by 8% to Php54.76 billion from Php50.61 

billion at the same period for 2015. Bernard O. Dy, ALI President and CEO said that its established estates led to the 

company’s performance with the addition of higher contributions from the mixed-use developments that ALI had launched for 

the past five years. 

Industrial: 

 Energy Development Corporation (Ticker: EDC) reported a consolidated net income on the back of equity holders of the 

Parent amounting to P4.68b for the first half of 2016, which is marginally higher than the recorded P4.66b during the same 

period last year. As of the 1H of the year, EDC’s financial position is relatively positive with cash balance of P15.58b, 

enjoying a gearing level with consolidated net debt to equity of 1.5 to 1 and consolidated net debt to EBITDA of 2.89 to 1. 

 

5-Aug 12-Aug % Change

PSEi 7,970.35 7,955.86 -0.18%

Philippine  Stock Exchange  Index



 

 Megaworld Corporation (PSE Ticker: MEG) announced its net income of Php6.03 billion for the 1st half of 2016. This was an 

11% increase from Php5.43 billion for the same period in 2015. The firm’s earnings growth was due to their aim towards 

township developments for both Metro Manila and other provinces. 

 

Philippine Bond Market  
 
Local fixed income asset prices were flat as the higher probability of a rate 
hike in the US was offset by the BSP’s decision to keep their existing 
monetary policies. In its monthly Monetary Board meeting, the BSP 
maintained all their policies including the level of interest rates and 
reserve requirement ratio. However, they cut their inflation forecast to 
1.8% from 2.0% on the back of persistently low commodity prices. The 
recent reading for inflation for the month of July came out lower than 
expectations at 1.9%. 
 
Yields fell, resulting in an average decline of 2.3 basis points. The short-
end rose by 12.60 basis points; while the belly and the long-end fell by 
14.94 and 6.67, respectively.  
 
Philippine Peso  
 

The Peso strengthened slightly vis-a-vis the US Dollar this week, despite 

the US non-farm payroll (NFP) result printing very robustly for July. The 

Peso hardly gained, across the weekend, as markets discounted the full 

repercussions of the strong back-to-back NFP results for June and July. With a likely December hike still months away, local 

financial markets continued to attract net foreign buying interest. On Tuesday, the Peso slipped further on positive follow-up US 

labor gains. The US Conference Board Employment Trends Index (ETI) improved to 128.28 in July (vs. June’s 127.89) while the 

Federal Reserve’s Labor Market Conditions Index increased by 1.0 in July (vs. -0.1 in June). Mid-week, the Peso strengthened 

against the Dollar once again on weak US worker productivity data casting its shadow over the half-probable chances of a 

December Fed rate hike. On Thursday, the Peso corrected as investors took profit on the local stock market after the local currency 

unit initially strengthened in reaction to the aggressive fixing point for the Chinese Yuan. At the weekend, the Peso resumed its 

modest rally after tracking regional (SE Asia) currency strength vis-a-vis the US Dollar. Week-on-week, the USD/PHP pair traded 

sideways with a slight downward bias, falling 0.15 Centavos, or -0.32%, to close the week at the 46.75 level. 

 

 The Philippines’ factory output achieved a five-month high as a result of supported domestic demand. The data release 

from the Philippine Statistics Authority (PSA) showed that industrial output went up by 4.7% and 8.5% in value and volume 

from 2015. Economic Planning Secretary Ernesto M. Pernia said that it is a development from the soft growth within the 

previous year while also showing the sector’s sturdy production growth from the start of 2016. He also noted that the 

improved growth of the manufacturing sector provided a flexible domestic economy backed up by secured macroeconomic 

policies. 

 The Department of Agriculture (DA) announced that the palay in the second quarter plummeted drastically after one of the 

most arid times in the country owing to El Niño. The production of palay in the half is anticipated to hit 8.12mMT, 2.4% 

lower year on year and 0.98%, which is under the initial estimates released in January by the Philippine Statistics 

Authority-Bureau of Agricultural Statistics. Agricultural Secretary Emmanuel Piñol has been contemplating to look for 

alternative rice shipments such as Myanmar and Japan to be less reliant to countries like Thailand and Vietnam., the 

second and third largest rice exports after India..  

 

The week ahead (August 8 – August 12) 

 

Next week, expect the local equities market to seek direction from data releases locally and globally, and the continuation of the 

2Q16 earnings releases from domestic corporations. Expect foreign fund flows to drive the direction that local stock prices would 

take, which could creep higher 2Q Philippine GDP meets or beats expectations. Our trading range for next week is 7,770-8,055. 

Expect local fixed income assets to be largely driven by the release of the local GDP growth figure for the Philippines. Currently, 

NEDA expects second quarter economic output to grow by 7% while Bloomberg consensus estimates are at 6.5%. Any 

disappointments would likely result to a sell-off. For next week, expect the USD/PHP pair to trade sideways with a slight downward 

bias should Philippine 2Q'16A GDP sustain its previous clip of 7%.  

T enor 5-Aug 12-Aug  Change

1m 1.45 1.47 1

3m 1.74 1.62 -11

6m 2.33 1.76 -57

1y 2.07 2.02 -5

2y 2.21 2.20 0

3y 3.05 2.93 -12

4y 2.52 3.01 49

5y 2.83 2.85 2

7y 3.09 3.19 10

10y 3.21 3.25 5

20y 3.79 3.88 9

25y 5.25 5.25 0

Average -0.9

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


