
 

August 22, 2016     
Global Financial Markets  

Global equities were mostly flat as Fed officials’ comments about a possible rate hike by September offset the oil rally. 
Conversely, US Treasury prices rebounded since the July minutes showed that the Fed remains conflicted with regard to 
raising rates. The US Dollar traded sideways with a downward bias relative to the Euro this week as markets considered 
mixed US economic results and investors showed their weariness with the indecisive tone of the July FOMC minutes 
which remained non-committal about another rate hike despite improving data. 
  
Global Equities 
 

It was a rather weak start for the global 
equities as various economic data in the 
US disappointed. Retail sales, producer 
price index and consumer confidence all 
fell short of expectations, which triggered 
a sell-off in the US markets. Nonetheless, 
there were also bits of news that indicated 
an improving economy including an 
increase in retail and wholesale inventory. 
Remember that in 2Q this was the main 
drag resulting to a ~1.2 percentage point 
deduction in the GDP growth. 
Improvement in this area could 
significantly accelerate the economic 
growth in the State.  
 
Prior to the release of the widely 
anticipated July FOMC minutes, New 
York Fed President William Dudley said 
that a September rate hike is possible 
given the labor market tightening and 
apparent signs of accelerated wage 
growth. Likewise, Atlanta Federal Reserve 
Bank President Dennis Lockhart 
mentioned that one rate hike before the 
end of 2016 should not be ruled out as the 
economy is strong enough for it. Despite 
these, the minutes showed that in 
general, the Fed officials remained mixed as some believe it is apt to raise rates now, others think it would not be good for the 
economy, and another group believes that the time to hike rates is nearing. A conflicted Fed led investors to stay on the sidelines.  
 
During the week, the oil rose back above the US$50-level on news that the Organization of the Petroleum Exporting Countries 
(OPEC) and other oil producers are open for freeze talks. This was pleasantly received by the markets. 
 
Meanwhile, European shares fell amid a slew of disappointing corporate results amid all the other events globally. Asian shares, on 
the other hand, marginally rose on the back of local and global developments. In China, the equities market rallied as the 
Shenzhen-Hong Kong exchange link was finalized. Even Japanese assets were rather resilient despite its weaker-than-expected 
2Q16 GDP which came in at 0.2% only compared to market estimate of 0.7%. 
 
Week-on-week, the MSCI World Index closed at 1,736.83, up by 0.06% WoW. MSCI Asia-Pacific ex-Japan, likewise, rose 2.98 
points, or +0.67%, to 450.96. The US markets ended mixed with Dow Jones Industrial Average declining by 0.08% to 18,597.70 
and the S&P 500 increasing 0.06% to 2,187.02. The worst performer was MSCI Europe which fell 1.28 points, or -1.09%, to close at 
115.74.  
 
Economic data releases from the US remained largely mixed during the week: 
 

 Retail sales were flat in July reaching US$457.73 billion only, compared to market expectations of 0.4% growth. June 

figure was revised upward to +0.8% from an earlier estimate of +0.6%. Auto sales grew strongly by 1.1% but this was 

offset by the declines in sales at department stores (-0.5%) and at gasoline stations (-2.7%). 

 Producer prices fell by 0.4% in July compared to June. Core producer prices, likewise, fell 0.3% due to trade services and 

energy. On an annualized basis, price index ex-foods, energy and trade services actually climbed 0.8%. Prices of goods 

fell 0.4% while prices for services fell 0.3%, driven by a sharp 6% margin contraction for apparel and accessories retailing. 

11-Aug-16 18-Aug-16 % Change

MSCI World 1,735.80 1,736.83 0.06%

MSCI Europe 117.02 115.74 -1.09%

MSCI Asia-Pacific ex-Japan 447.98 450.96 0.67%

Dow Jones Industrial Average 18,613.52 18,597.70 -0.08%

S&P 500 2,185.79 2,187.02 0.06%

Global Equity Performance

100

200

300

400

500

600

1,400

1,550

1,700

1,850

2,000

2,150

2,300

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

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

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



 

 The National Association of Home Builders housing market index rose to 60, the second-highest level for the year. This 

indicates that home builder confidence is improving which can be attributed to historically low mortgage rates, higher 

population and firming labor market. Builders’ outlook for the market over the next six months crept up to 67. 

 Business activity in New York contracted during August. The Empire State Manufacturing Survey showed the headline 

general business conditions index falling to -4.21, much worse than market expectations of +2.0 and a decline from July’s 

+0.55. The new orders index remained at near zero whereas shipments rose eight points to 9.0. Nonetheless, forward-

looking indicators suggest that firms are expecting an improvement in business conditions over the next six months. 

 Consumer price index (CPI) was unchanged in July on a month-on-month basis, but grew 0.8% year-on-year. The main 

drag was the gasoline prices which fell 4.7% and the cost of grocery items which declined by 0.2%. Core CPI which 

excludes food and energy prices inched up 0.1% MoM but rose 2.2% YoY. 

 Industrial production rose 0.7% MoM, faster than market estimates of 0.3%. Manufacturing output increased 0.5% due to 

the surge in the production of motor vehicles and parts and wood products. Mining production, likewise, grew 0.7% while 

utilities were up 2.1%. Capacity utilization increased to 75.9% from 75.4%. 

 The MBA Mortgage Applications index fell 4% in the August 12 week, marking its fourth decline in five weeks. Year-on-

year, the purchase index slipped 3 percentage points but is still in the positive territory at 10%. Refinancing index also 

declined 4% despite rates being lower.  

 The July FOMC minutes showed that the Fed officials decided to keep their options open regarding the timing of the next 

interest rate hike. The committee seemed to be divided with some saying that it is now time to hike rates, others who are 

not and other group still feels that the time is drawing near. Collectively, the minutes suggested that the Fed will remain 

data dependent but a September rate hike is still a possibility. 

 Initial jobless claims declined 4,000 to a seasonally adjusted 262,000, better than market estimates of 265,000 for the 

week ended August 13. The four week moving average just increased 2,500 to 265,250. Meanwhile, continuing 

unemployment claims rose 15,000 to 2.175 million for the week ended August 6.  

 The US leading indicator index accelerated 0.4% in July from 0.3% reported in June. Drivers for this were the improvement 

in average workweek, the slope of the yield curve, and the higher stock prices. In contrast, consumer expectations edged 

lower. Director of business cycles and growth research at The Conference Board said that this may indicate upside on the 

economic growth in the US. 

 

Global Bonds 
 
US Treasury prices ended higher compared to last week following the 

underwhelming economic data releases and the July FOMC minutes’ 

less hawkish tone. For instance, retail sales growth stalled during July 

when the market was expecting a 0.4% increase. Producer prices fell 

while consumer prices were unchanged due to the weakness in oil and 

oil-related industries. These strengthened the case for a gradual 

interest rate hikes. Furthermore, the minutes for the July FOMC 

meeting came out which indicated a less hawkish tone from the 

committee. Initially, the market was expecting a clearer guidance from 

the Fed that the economy is strong enough to absorb a more 

aggressive policy tightening. However, the committee remained divided and a definitive timing on hiking rates was not arrived at. 

 

Week-on-week, US Treasury yields fell by an average of 1.71 bps, led by the two-year benchmark yield which declined by 4.06 bps 

and the five-year losing 3.57 bps. 

 

 

Currencies  
 

The US Dollar traded sideways with a downward bias relative to the 

Euro this week as markets considered mixed US economic results and 

investors showed their weariness with the indecisive tone of the July 

FOMC minutes which remained non-committal about another rate hike 

despite improving data. The US Dollar closed last week lower on 

account of disappointing US retail sales, producer prices and US 

consumer sentiment. Broad weakness in US spending trends for July, 

ex automotives and e-commerce, led to flat consumption growth while 

US Producer Prices Index printed lower and the University of Michigan 

US Treasury Yield Curve

Tenor 11-Aug 18-Aug  +/- bps

3m 0.280 0.294 1.44

6m 0.437 0.432 -0.51

2y 0.742 0.701 -4.06

5y 1.144 1.109 -3.57

10y 1.559 1.536 -2.37

30y 2.272 2.260 -1.21

Currencies 

11-Aug 18-Aug % Change

USD/PHP 46.790 46.275 -1.10%

EUR/USD 1.1148 1.1323 1.57%

GBP/USD 1.2982 1.3154 1.32%

USD/JPY 101.37 100.35 -1.01%

AUD/USD 0.7719 0.7690 -0.38%

USD/CHF 0.9750 0.9583 -1.71%

EUR/CHF 1.08694 1.08507 -0.17%

EUR/JPY 113.01 113.62 0.54%



 

Consumer Sentiment Index missed expectations. The weak Friday report carried across the weekend to drag the greenback lower 

Monday, ignoring the improvement in US home-builder sentiment. On Tuesday, critical US consumer price data for July remained 

unchanged, causing markets to disregard better US industrial production and senior Fed officials to opine that the inflation target of 

2% should be raised for a more compelling basis for further tightening, leading the Dollar lower. Mid-week, the greenback slipped 

further as the July FOMC minutes showed discord among committee members. The resilience of the US economy in general and 

labor, in particular, to external shocks such as Brexit was acknowledged, but the minutes were open-ended about the timing of the 

next rate hike. Members were split regarding any hike at the meeting and several no-hike votes were still tinged with a hawkish 

slant, confirming market expectations of "more of the same". Towards the weekend, the Dollar headed south again despite better 

initial jobless claims, an upgrade in US Conference Board leading economic indicators and improving business activity in the Mid-

Atlantic as senior Fed officials continued to tout such improvements and yet maintained their non-committal stance with respect to 

the next Fed rate hike. While the latest initial jobless claims result was better, the 4-week moving average and continuing claims 

both increased. Week-on-Week, the EUR/USD pair traded sideways with a marked upward basis, rising 1.75 US Cents, or +1.57%, 

to close trading at the 1.1323 level. 

 

The week ahead (August 22 – August 26) 

 

The market will continue to be driven by key economic data releases. For the US, much focus would be given to the revised second 

quarter GDP growth figure. Any developments regarding the potential oil production freeze would also provide a boost to the 

markets. Meanwhile, US Treasuries are likely to trade sideways ahead of the release of the revised GDP figure in the US. For next 

week, expect the EUR/USD pair to trade sideways with a significant chance of a downward correction should multiple critical 

indicators, including US 2Q/1H GDP, durable goods orders and Markit US manufacturing and services PMI, beat expectations this 

upcoming, data-heavy week.  



 

Philippine Financial Markets 

 
The PSEi traded sideways with a slight downward bias this week as investors took profit on the local bourse on rekindling 
expectations of a September Fed rate hike and as Philippine 2Q'16A GDP surprised to the upside to print at 7%. Local 
fixed income asset prices marginally fell as the strong Philippine GDP figure for 2Q16 prompted investors to take profits. 
The Peso traded flat with a slight upward bias vis-a-vis the US Dollar this week as the initially weak US economic data 
from last week gave way to rekindling expectations of a September hike, per comments from senior Fed officials. 

Local Equities  

The PSEi traded sideways with a slight downward bias this week as investors 
took profit on the local bourse on rekindling expectations of a September Fed 
rate hike and as Philippine 2Q'16A GDP surprised to the upside to print at 7%. 
The PSEi booked modest gains Monday and Tuesday, rising from intraday 
trading losses towards the middle of the session as the market found healthy 
support. Mid-week, however, market retreated as talks about the possible rate 
Fed rate hike by September resurfaced ahead of the release of the FOMC 
minutes. Philippine GDP was higher than expected, at 7% (vs. market 
expectations of 6.4%), giving investors an excuse to take profit as markets 
doubted the sustainability of the robust headline growth figure. The sell-down 
continued through to the weekend with the largest drop occurring on Friday.   
 
Week-on-week, the PSEi lost 25.11 points, or -0.32%, to close at 7,930.75. For the week, foreigners were net sellers at Php3.32 
billion or USD 71.68 million. Year-to-date, net foreign inflows reached Php 55.78 billion or USD 1.20 billion. 
 

Holding Firms: 

 Alliance Global Group Inc. (PSE Ticker: AGI) has recorded its net income of Php6.08 billion as of the 2nd quarter for 2016. 

This represents an upward movement by 3% year-on-year and a 15% high quarter-on-quarter. Meanwhile, the company’s 

consolidated revenue has accumulated Php67.1 billion and its net income came in at Php11.3 billion. Mr. Kingson U. Sian, 

President and Chief Operating Officer of AGI, has indicated that despite high competition, the firm manages to develop their 

strengths and making sure to sustain their cost efficiencies. He also said that in this process, AGI would gain operating 

leverage as they take action in their growth strategies for the benefit of their domestic and international operations. 

Services: 

 BDO Unibank, Inc. (PSE ticker: BDO) managed to achieve a higher global ranking among banks for 2016 by 12 notches, 

landing at the 243rd place from the list of the “Top 1,000 World Banks” which is done every year by London-based 

publication the Banker. This also indicates that BDO can secure its position as the top bank in the Philippines on the back of 

its strength, size, beneficial earnings and a sustained performance. The yearly list guides investors and clients globally in 

determining the advantages and disadvantages of the banks.  

 Robinsons Retail Holdings, Inc. (PSE Ticker: RRHI) announced that its net income increased by 18% on the back of 

favorable consumer sentiment. This was due to an improvement in same-store sales growth along with an accomplishment 

in the Philippine elections, lower commodity prices, sustained exchange rate and interest rate environment. Meanwhile, net 

profit in the first six months of 2016 went up by 10.89% to Php2.16 billion.  

Property: 

 Megaworld Corporation (PSE Ticker: MEG) intends to introduce a residential tower within the 72-hectare Iloilo Business Park 

township in Mandurriao, Iloilo City. Being named as SAINT HONORE, the 10-storey condominium would be influenced by 

excellent architectural designs in the parts of Rue Saint-Honore, a street located in downtown Paris. Jennifer Palmares-Fong, 

Vice-President for Sales and Marketing at Iloilo Business Park, Megaworld, said that the Ilonggos would have a chance to 

feel the design of Paris through Saint Honore. 

 DoubleDragon Properties Corporation (PSE Ticker: DD) accumulated a 16% year-on-year increase for the 1st half of 2016 at 

Php144 million due to the increase in rental revenues and better margins from real estate sales. In addition, its total revenues 

have also gone up by 15% within the first six months to Php706 million. These were supported by residential project 

developments in W.H. Taft Residences and The SkySuites Tower, adding a 7% year-on-year rise in real estate sales. 

 Ayala Land, Inc. (PSE ticker: ALI) declared cash dividends of Php0.238 per outstanding common share during the regular 

Board of Directors meeting. This brings full year dividends to P0.476 per share, 15% higher year-on-year, and translates to 

40% payout raio of the previous year’s earnings. The dividend will be payable on September 16 to holders as of record date, 

September 2. 

12-Aug 19-Aug % Change

PSEi 7,955.86 7,930.75 -0.32%

Philippine  Stock Exchange  Index



 

Industrial: 

 Integrated Micro-Electronics, Inc. (PSE Ticker: IMI) increased the size of its European footprint through the purchase of 

German firm Via Optronics Gmbh. The firm reached an agreement involving a 76% stake in VIA for 47.4 million euros or 

Php2.46 billion as released by the Philippine Stock Exchange. The acquisition will tally into IMI’s earnings per share, 

beginning in 2017. 

 Universal Robina Corporation (PSE Ticker: URC) reached an agreement in gaining 100% of Consolidated Snacks Pty Ltd. 

(CPSL), which is part of the top snackfoods company in Australia. According to the company, the acquisition is valued at 

AUD 600 million or Php21.34 billion and would be accomplished in a “cash-free, debt-free deal”. In this process, the firm 

seeks to build an extensive footprint in Oceania with SBA, enabling a ground for an aggressive Australian fast-moving 

consumer good (FMCG) and retailing market. 

 First Gen Corporation (PSE Ticker: FGEN) announced its net income of US$113 million within the 1st half of 2016. Its 

consolidated revenues from the sales of electricity declined to US$804 million for the first six months unlike US$965 million in 

the previous year. As for the company’s geothermal wind and solar revenues, they accumulated US$329 million or 41% of 

the total consolidated revenues. 

 Integrated Micro-Electronics, Inc. (PSE Ticker: IMI) increased the size of its European footprint through the purchase of 

German firm Via Optronics Gmbh. The firm reached an agreement involving a 76% stake in VIA for 47.4 million euros or 

Php2.46 billion as released by the Philippine Stock Exchange. The acquisition will tally into IMI’s earnings per share, 

beginning in 2017. 

Mining and Oil: 

 Trans-Asia Oil and Energy Development Corp. (PSE ticker: TA) posted a 43% net profit growth during the first half of the 

year. Net income has reached Php542 million as electricity sales and available energy increased. Revenues from the sale of 

electricity rose 11% to Php7.1 billion. 

 Semirara Mining and Power corporation (PSE ticker: SCC) answered back to the letter of EDC Secretary Alfonso G. Cusi 

with regards to the “collateral issues” pointed out by the Department of Environment and Natural Resources (DENR). Victor 

A. Consunji, its President and Chief Operating Officer stated on their response letter that the firm does not use toxic 

chemicals for their mining processes due to their methods consisting of extraction, stockpiling and ship-loading. He also 

mentioned that the company reports to the DENR-Environment Management Bureau in taking charge of the equipment and 

materials used for hazardous materials such as oil, batteries and electronic equipment. 

 

Philippine Bond Market  
 
Local fixed income asset prices declined primarily on profit-taking after news 
broke out about the country’s stellar economic growth. The Philippines grew 
7% in the second quarter of 2016, beating consensus estimates of 6.6%. 
Stronger-than-expected investment activity offset the weak trade balance. 
Gross fixed capital formation sustained its 27% growth. Consumer spending, 
meanwhile, accelerated to 7.3% year-on-year due to the pick up in food 
consumption. The anticipated deceleration in government spending due to the 
fading effect of the elections did not pan out as the government continued to 
spend 13.5% faster than the previous year. The main drag remained to be the 
widening trade deficit. Exports moderated to 6.6% while imports accelerated 
further to 20.9%, supporting the strong consumption story of the country. 
 
Yields rose by an average of 3.8 basis points (bps), led by the short-end which 
increased by 10.88 bps and the long-end which added 5.52 bps. The belly, on 
the other hand, fell 3.78 bps. 
 
Philippine Peso  
 

The Peso traded flat with a slight upward bias vis-a-vis the US Dollar this week as the initially weak US economic data from last 

week gave way to rekindling expectations of a September hike, per comments from senior Fed officials.  The Peso started the week 

strong relative to the Dollar as several lackluster US economic indicators were released overnight. Namely, US retail sales, 

producer prices and consumer sentiment data were short of expectations. This was sustained into Tuesday as the Peso tracked 

regional currency strength on residual pessimism surrounding the weak retail sales, producer prices and consumer sentiment data 

late last week lingered. Mid-week, the Peso fell as investors reduced risk ahead of the release of the July FOMC minutes. With talk 

T enor 12-Aug 19-Aug  Change

1m 1.47 1.65 18

3m 1.62 1.92 30

6m 1.76 1.92 16

1y 2.02 1.81 -20

2y 2.20 2.21 1

3y 2.93 3.01 8

4y 3.01 2.73 -28

5y 2.85 2.91 6

7y 3.19 3.18 0

10y 3.25 3.38 13

20y 3.88 3.92 4

25y 5.25 5.25 0

Average 3.8

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

of an earlier Fed rate hike rekindling, foreign investors took profit on the local bourse and the Peso. Also, Philippine 1Q'16A GDP 

was revised lower to 6.8% from 6.9% initially. Towards the weekend, the Peso rebounded to catch up with the broader global rally 

against the greenback following the release of the July FOMC minutes. The records continued to show a conflicted Fed committee, 

albeit leaning ever closer to hiking interest rates one more time. Also, Philippine 2Q'16A GDP surprised to the upside at 7% (YoY), 

beating consensus expectations of 6.6%. By the weekend, the trend reversed as regional EM currencies experienced profit-taking 

as investors prepared for anticipated speeches from Fed officials shortly. Week-on-week, the USD/PHP pair traded sideways with a 

slight downward bias, falling 0.12 Centavos, or -0.25%, to close the week at the 46.48 level. 

 

 According to Finance Secretary Carlos G. Dominguez III, he indicated that the Philippines is considered as a “rare safe 

haven” for investors, with Mindanao being the main goal the of the new government’s economic strategy in order to be 

appealing for businesses. He also mentioned that it is a great opportunity to do business in the Philippines as interests 

rates are low, government policies are being encouraged and investments in infrastructure and property would provide 

higher demand for jobs. Mr. Dominguez has said that the Philippine economy may fall within the range of 6.5% to 7.5% for 

2016. 

 According to the Philippine Statistics Authority (PSA), the value of the Philippines’ agricultural production went down within 

the last quarter compared to the decline in the first three months of 2016 as a result of the El Niño Phenomenon. They also 

mentioned that the dry spell brought a harmful effect to the production of crops and fisheries subsectors. Value of 

agricultural output decreased by 2.34%, which was almost half of the 4.5% contraction in January to March.     

 The Department of Trade and Industry (DTI) seeks to secure and prolong the four years of income tax holiday given to 

export firms which established their stores in the Philippines. Trade Secretary Ramon M. Lopez stated that the agency had 

already begun discussions with the Financing department in evaluating the set of fiscal incentives being given to investors. 

He also said that they would like to keep the current four-year tax holiday for the firms and is willing to make an offer on an 

extensive period in order to appeal those who would like to invest in the Philippines rather than other Southeast Asian 

countries. 

 The Bangko Sentral ng Pilipinas (BSP) has diversified the line-up of trust products available to the market. This is to 

promote a more responsive climate in the financial service industry according to them. They are introducing the personal 

management trust (PMT) which is a living trust arrangement that seeks to meet the estate planning and asset 

management needs of individuals. The minimum amount to open a PMT is Php100,000. These funds could be available to 

answer for the current or future needs of the designated beneficiaries who could be the trustor himself, the spouse, 

children or other third party beneficiaries. 

 The Philippine government is observing a three-year period on diminishing tax rates to 25% for not only businesses, but 

also individuals as the final tax reform is set to be revealed to the Congress following the budget hearings. Finance 

Secretary Carlos G. Dominguez indicated that the authorities are looking into modifications on individual income tax 

brackets that would lead towards a contribution in inflation. He also mentioned that they are also in the stages of 

decreasing real estate taxes. 

 The Philippines registered positive Balance of Payments (BoP) in July at US$ 215 million. This was the fifth month that the 

country posted net BoP inflow. The cumulative BoP for this year was at US$ 848 million. The favorable BoP print might be 

due to strong Foreign Portfolio Investments at net US$ 1.07 billion in July. The BSP targets the BoP for 2016 to be at US$ 

2 billion. 

 Philippine GDP growth for the 2nd quarter came in at 7% as reported by the Philippine Statistics Authority (PSA). This was 

above the 1st quarter downwardly revised 6.8% and higher than 5.9% in the same period for 2015. National Economic and 

Development Authority (NEDA) Director-General Ernesto M. Pernia said that the Philippines remains to be one of the 

fastest growing economies for the 2nd quarter of 2016. 

 OFW remittances have managed to increase for the month of June as a result of a constant flow of workers that have been 

established in other countries in a statement made by the Bangko Sentral ng Pilipinas (BSP). The central bank has 

indicated that the personal remittances of emigrant workers increased by 4.8% to $2.6 billion in June 2016 compared to 

the same period in 2015. The BSP also stated that the remittances were backed up by a productive system from both bank 

and nonbank remittance channels, having been set across the globe to serve the needs of overseas Filipinos.  

 

The week ahead (August 22 – August 26) 

 

For next week, we expect the PSEi to move sideways in range-bound trading between 7,850 to 7,980. Due to the lack of catalysts 

locally, the domestic fixed income prices will likely track the movements of the US Treasuries. For next week, expect the USD/PHP 

pair to trade sideways with a slight upward bias should multiple critical indicators, including US 2Q/1H GDP, durable goods orders 

and Markit US manufacturing and services PMI, beat expectations this upcoming data-heavy week.  


