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Global Financial Markets 
 
Global equities posted sharp declines as China’s weak manufacturing sector fuelled fears of a hard landing for the world’s 
second largest economy. Meanwhile, US Treasury yields rose following the release of the revised and stronger-than-
expected US gross domestic product figure for the second quarter (from 2.3% to 3.7%), which provided possible grounds 
for the Fed to proceed with hiking interest rates within the year. The US Dollar rallied this week relative to the Euro, 
despite the volatility caused in global equity markets after China's disappointing manufacturing data one week ago. 
 
Global Equities 
 

Global equities plunged during 
the week after China’s PMI 
figure came out at 47.1, lower 
than the consensus estimate of 
47.7. and July’s 47.8. This 
stoked fears of a hard landing 
for China and caused investors 
to move away from risk assets. 
A strong 2Q15 GDP growth 
figure from the US did help 
mitigate losses slightly, though 
overall markets were depressed 
for most of the week.  

In the US, share prices closed 
much lower amid volatile trading 
throughout the week. As 
mentioned, the encouraging 
2Q15 GDP revision failed to 
help stocks rebound as fears of 
slowing growth in China 
ultimately dragged on 
sentiments. During the week, 
investors also tuned in to a 
speech from Fed Reserve Bank 
of New York President William 
Dudley. According to Dudley, 
the case for a September 
interest rate hike was “less 
compelling”. He stated that “From my perspective, at this moment, the decision to begin the normalization process at the September 
F.O.M.C. meeting seems less compelling to me than it was a few weeks ago,” However, he also suggested that a September rate 
hike was still possible if markets regained their equilibrium. 
 
European and Asian equities mostly mirrored losses in Wall Street, though rebounded after China’s central bank cut interest rates in 
a bid to support growth in the world’s second largest economy.  

 
Week-on-week, the MSCI World index surrendered 2.75%. European and Asia-Pacific ex-Japan equities declined by 3.09%, and 
3.03%, respectively. The Dow Jones Industrial Average and S&P500 index plunged, down 4.15% and 4.68%, respectively.  
 
Economic data released for the week were mostly positive from the US, giving hope that the world’s largest economy was closer to 

the path of sustainable recovery. 

 For the month of July, the Chicago Fed National Activity index jumped to 0.34, beating the market estimate of +0.2, 

following June's downwardly revised -0.07. The index measures economic activity through four broad categories: 

production and income; employment; consumption and housing; and sales and inventories, comprised of 85 indicators. 

Out of 85 indicators, 50 were made positive contributions while 35 were negative.  

 According to a publication released by the San Francisco Federal Reserve Bank, US inflation over 1H15 was likely 

"markedly lower" than reported. Researchers saw that core PCE inflation was like overstated by 0.3 and 0.2 percentage 

points in the first two quarters of the year. The researchers discovered that because policymakers take into account goals 

of full employment and stable prices in policy setting, overstatement of this PCE data could spur them into raising rates too 

soon. 

 Construction of new homes in the US for the month of July climbed to the highest level in nearly eight years, indicating that 

the industry will pick up on the second half of this year. Residential starts rose 0.2% to an annualized rate of 1.21 million, 

the most since October 2007. This follows June’s upwardly revised figure of 1.2 million.  

20-Aug-15 27-Aug-15 % Change

MSCI World 1,697.25 1,650.53 -2.75%

MSCI Europe 126.32 122.42 -3.09%

MSCI Asia-Pacific ex-Japan 415.57 402.99 -3.03%

Dow Jones Industrial Average 16,990.69 16,285.51 -4.15%

S&P 500 2,035.73 1,940.51 -4.68%
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US Treasury Yield Curve

Tenor 20-Aug 27-Aug  +/- bps

3m 0.015 0.051 3.55

6m 0.204 0.198 -0.51

2y 0.653 0.688 3.45

5y 1.469 1.499 3.00

10y 2.068 2.184 11.62

30y 2.743 2.924 18.08

 For the month of June, US home price growth remained largely flat as the national index inched up 0.1% month-on-month 

and the 10- and 20-city composites eased 0.1% on a monthly basis. The national S&P/Case-Shiller Home Price index 

grew 4.5% YoY, slightly faster than the 4% pace in May. 

 Last August, Markit's "flash" Purchasing Managers Index for the services sector dropped to 55.2, higher than the market 

estimate of 55.1 from July's final reading of 55.7. According to a senior economist at Markit, "August data signals a 

renewed slowdown in U.S. service sector growth," 

 Last July, durable goods orders rose for a second straight month. New orders for durable goods went up by a seasonally 

adjusted 2% month-on-month, beating the market estimate of a 0.4% decline. This follows an upwardly revised increase of 

4.1% June. There were increases posted across most sectors except for civilian aircraft orders, which slide 6%. 

 The U.S. economy grew faster than initially expected for Q215 as GDP expanded by a seasonally adjusted 3.7% YoY, 

beating the market estimate of +3.2%. Consumer spending was up by 3.1% YoY, in line with the market estimate, from the 

initial estimate of 2.9%. Meanwhile, spending on home and building improvements spiked 7.8% from the prior 6.6% gain. 

The upward revision also reflected the accumulation of US$121.1bln of inventories, $11.1bln more than previously 

estimated. 

 The number of Americans applying for jobless benefits for the first time fell by 6,000 to a seasonally adjusted 271,000 last 

week. This was lower than the market estimate of 274,000 for the week ended August 22. The four-week moving average 

of claims inched up by 1,000 to 272,500 while continuing claims were up 13,000 to 2,269,000 for the week ended August 

15. 

 

Global Bonds 
 

US Treasury yields rose week-on-week as global stock markets recovered 

resulting in the sell-off of low-risk government issuances. Treasury prices 

rallied earlier in the week when investors sought safe-haven assets amid 

growing concerns over China’s slowing economy and its negative chain 

effect on commodity prices and global equity markets. However, these 

worries were mitigated, albeit not significantly, after China cut its interest 

rates and bank reserve requirements. In fact, New York President William 

Dudley said that the prospect of a September rate hike seemed less 

compelling to him than it was a few weeks ago given market volatility driven 

by China’s economy. Nonetheless, the recent release of the revised and stronger-than-expected US gross domestic product figure 

for the second quarter (from 2.3% to 3.7%) provided possible grounds for the Fed to proceed with hiking interest rates within the 

year. 

 

Week-on-week, two-year yields rose 3.45 basis points to 0.688%, and ten-year yields climbed 11.62 basis points to 2.184%.  

 

Currencies  

 
The US Dollar rallied this week relative to the Euro, despite the volatility 

caused in global equity markets after China's disappointing manufacturing 

data one week ago. At the end of last week, the US Dollar fell sharply vis-a-

vis the Euro on short-covering as investors closed short positions on risk-

assets denominated in Euros. Events starting with the Greek drama 

culminated in the loss-of-confidence in China's economy last Friday, 

triggering the start of the re-balancing away from risk assets. On Tuesday, 

the greenback fell further amid concern Fed-liftoff could be complicated by 

the sharp, global decline in equity markets punctuated with the Dow's 1,000 

point plunge in the first few minutes of trading, Monday. Mid-week, the US 

Dollar traded flat to the Euro as investors gauged the strength of a budding 

relief rally. On Thursday, the greenback began to climb again on robust 

durable goods orders (July orders grew 2% (MoM) and non-defense capital goods orders grew 2.2% beating consensus estimates 

of -0.4% and 0.3%, respectively). This carried on through Friday with the US Dollar rallying further as robust 2Q GDP of 3.7% fueled 

the fire of recovery and with US equity markets regaining lost ground in equal magnitude to the fall. 

 

The week ahead (August 31 –September 4) 

 

This week, markets were largely driven by China’s dismal manufacturing figures. For the week ahead, we expect markets to 

rebound slightly as bargain-hunters emerge following this week’s sell-off. The encouraging 2Q15 GDP growth figure from the US 

Currencies 

21-Aug 28-Aug % Change

USD/PHP 46.500 46.735 0.51%

EUR/USD 1.1386 1.1281 -0.92%

GBP/USD 1.5694 1.5396 -1.90%

USD/JPY 122.04 120.85 -0.98%

AUD/USD 0.7316 0.7160 -2.13%

USD/CHF 0.9466 0.9624 1.67%

EUR/CHF 1.07739 1.08575 0.78%

EUR/JPY 138.93 136.34 -1.86%



 

should help boost appetite for risk assets. For the week ahead, expect the USD to trade range-bound between EUR/USD 1.12-1.16 

with a downward bias as investors await the US non-farm payroll change data.    

 

Philippine Financial Markets 

The local equities market fell sharply as it tracked the sell-off globally which resulted still on the weakness on China's 
economy. Medium- and long-tenored local bond prices fell on average week-on-week as global risk-off sentiment prevailed 
following weak manufacturing figures from China. The Peso proved resilient vis-a-vis the US Dollar this week in flat 
trading despite the global equity rout early in the week and the stellar 2Q US GDP print by end-week. 
 
Local Equities  
  
The local equities market experienced its biggest decline since 2013 during the 
start of the week as it tracked the sell-off globally. The PSEi lost 488 points, or 
6.7%, on Monday alone, wiping out all its gains year-to-date. The sell-off was 
triggered by the disappointing manufacturing data from China which came out 
last week. Hence, concerns regarding global economic growth were 
accentuated. The index recovered slightly on the succeeding days as investors 
shopped for value stocks. Second quarter GDP of the country also came in-line 
at 5.6% with estimates which gave some comfort to market participants that the 
fundamentals of the country was still intact. Meanwhile, US GDP was also 
released the following day showing better-than-expected growth of 3.7% (vs. 
consensus estimate of 3.2%). However, all these was not able to regain losses. 
The index ended the week 12.66% lower than its peak of 8,127.48 last April 10, 2015. 
 
Week-on-week, the PSEi lost 180.17 points, or -2.48%, ending the week at 7,098.81. Foreigners were net sellers at Php11.204 
billion or US$243.565 million. Year-to-date net foreign flows are now at -US$152.37 million.  

 
Industrials: 
 

 Jollibee Foods Corp. (JFC) disclosed that is has signed an agreement with DoubleDragon Properties Corp. for the 

construction of a 40-storey Jollibee Tower in the Ortigas central business district in 2018. A number of floors will be used for 

JFC offices while the rest will either be leased out to other companies or be occupied by JFC brands. DoubleDragon said 

that the building is expected to generate around Php350 million in annual rental revenues once the building is fully occupied. 

Mining and Oil: 
 

 Semirara Mining and Power Corp. (PSE ticker: SCC) signed a deal with Manila Electric Co. (PSE ticker: MER) to supply up 

to 120 megawatts (MW) of electricity. The term of the power supply agreement will last for two years and nine months 

beginning March 26, 2016. The power will be sourced from SCC’s 300-MW power plant in Calaca, Batangas, which is 

expected to be operational next month. 

 Pilipinas Shell Petroleum Corp. will launch its initial public offering (IPO) next year, after completing the expansion of its 
refinery in Tabangao, Batangas. The oil company is looking at expanding its refinery in Batangas which currently produces 
110,000 barrels per day. This is to meet the Euro IV standard that will take effect in 2016. Shell’s long-delayed IPO is in 
compliance with the Oil Deregulation Act of 1998. 
 

Services: 
 

 Melco Crown Philippines (PSE ticker: MCP) announced that it will give more shares to its employees through a share 

incentive plan. Its board of directors approved the issuance of 45 million shares to eligible employees, consultants and 

directors under the terms and conditions of MCP’s Share Incentive Plan. Last month, MCP also allowed its employees and 

directors to subscribe to 120.83 million ordinary shares at Php1 each. 

 Aboitiz Power Corp. (PSE ticker: AP), in partnership with SunEdison, have awarded the Engineering, Procurement and 

Construction (EPC) contract for their first joint solar power project to Nari Group Corporation. The project is a Php3.5-billion, 

59-MW solar power plant. It will be built in near San Carlos City, Negros Occidental. AP is one of the biggest renewable 

energy producers in the country and this new solar power project is testament to their support to the government’s call of 

maximizing renewable energy potential of the country. 

 International Container Terminal Services, Inc. (PSE ticker: ICT) is raising $450 million USD-denominated senior perpetual 

bonds at 5.5% yield per annum. Fourteen percent of the bonds were distributed to the Philippines, 70% to the rest of Asia 

and 16% to Europe. The bond issuance is part of ICT’s goal of enhancing its capital structure to better march its long-term 

port concessions that have terms of up to 2055.   

21-Aug 28-Aug % Change

PSEi 7,278.98 7,098.81 -2.48%

Philippine  Stock Exchange  Index



 

 Philippine Airlines (PAL) President, Jaime J. Bautista hinted at a press briefing that the flag carrier could double the USD138 

million net income posted during the first seven months of the year. He added that the main drivers of sustainable profitability 

included growth in passenger volume, improvement in yield, and cost control programs. Nonetheless, he admitted that PAL 

is expecting losses during the lean months, August to November, but stated that they might have to reduce flights to certain 

destinations in order to manage the cost of operations during these periods. 

Financials: 
 

 Bank of the Philippine Islands (BPI) is set to take full control of BPI Globe BanKO, Inc. (BanKO) after purchasing the shares 

held by Globe Telecom, Inc. and Ayala Corp. in the joint venture. The unibank currently owns 40% of BanKO, and will 

increase its stake in the company once it acquires the 40% and 20% of the shares owned by Globe and Ayala Corp., 

respectively.  

 East West Banking Corp. is on track to meet its target of having up to 435 branches by year-end. Currently, the Gotianun-led 

bank has 412 branches nationwide. Earlier this year, the bank had disclosed its plan to build 20-30 branches this year, 

mostly in tertiary untapped areas. This is in order to capitalize on the economic growth seen in rural areas in recent years. 

Conglomerates: 

 

 GT Capital Holdings Inc. (GTCAP) said it had sealed its acquisition of 22.68% interest in mass housing developer Property 
Company of Friends Inc. (PCFI), the flagship unit of Pro-Friends Group, for P7.24 billion or P398.1 per share. GTCAP has 
the option to increase its holdings in PCFI to 51% within the next 3 years. 

 Aboitiz Equity Ventures (AEV) has tapped a USD400 million bridge loan from the Bank of Tokyo-Mitsubishi. The funds will be 
used to finance the company’s investment in holding companies that were set up for the purpose of acquiring various 
Philippine assets and businesses of LaFarge SA, including the cement production and other cement-related businesses and 
services. 

 

 

Philippine Bond Market  
 
On the local fixed income space, yields on the belly and long-ends were 
higher as global risk-off sentiment persisted following weak Chinese 
manufacturing data. Short-tenored securities saw some buying for the same 
reason, with as investors retreated to safer assets following the 1Q15 GDP 
growth revision to 5.0% from 5.2%. The downgrade was on the back of 
weaker-than-estimate government spending. The in-line 2Q15 GDP growth 
did little to move the market as it was largely priced in already.  
 
 
Week-on-week, yields declined by average by an average of 5.11 basis points 
as the short-end of the curve fell by 27.84 basis points. Meanwhile, the belly 
and long-end of the curve rose 8.05 and 3.26 basis points, respectively.  
 
 
 
 
Philippine Peso  
 
The Peso proved resilient vis-a-vis the US Dollar this week in flat trading despite the global equity rout early in the week and the 

stellar 2Q US GDP print by end-week. On Monday, the USD/PHP pair reached a fresh 1-year high vis-a-vis the US Dollar, rising 

6.8% to 46.82 amid a steep global sell-off of risk assets. Multiple headwinds including weaker Chinese economic growth, collapsing 

commodity prices and Fed lift-off drove the selling. The Peso rebounded slightly, Tuesday, on the back of concrete measures such 

as the USD23.5 billion liquidity infusion of the PBOC to calm the market. The USD/PHP pair traded sideways with a slight upward 

bias for the rest of the week, first slipping on Wednesday given the downgrade in 1Q Philippine GDP from 5.6% to 5.0%, amid 

continuing net outflows from the local equity market. The Peso then gained it back, Thursday, on 2Q GDP coming in-line with 

market expectations of 5.6% on the back of increased public investment and private consumption spending. By the close of the 

week, the Peso barely depreciated on news that US 2Q GDP of 3.7% (annualized), beat consensus estimates of 3.2% for the same 

period. 

 

 The Philippines’s second quarter GDP grew 5.6% year-on-year, mostly in-line with consensus expectation of 5.7%. Growth 

was driven by the services sector, which accelerated to 31.1% from 14.1% in the first quarter. Meanwhile, on the demand 

T enor 21-Aug 28-Aug  Change

1m 2.17 1.71 -47

3m 2.18 1.77 -41

6m 2.20 1.86 -33

1y 2.00 2.10 10

2y 3.10 3.26 16

3y 2.96 3.01 5

4y 3.64 3.78 14

5y 3.36 3.38 3

7y 4.09 4.12 2

10y 4.26 4.36 10

20y 4.46 4.46 0

25y 4.02 4.02 0

Average -5.1

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

side, government consumption rose to 3.9% year-on-year from 1.7% year-on-year in the first quarter. Investments picked 

up as well, growing 17.4% year-on-year against the 11.6% year-on-year posted last quarter. Household consumption 

remained robust at 6.2% from 6.0% in the previous quarter. 

 

 For the month of June, the country’s imports bounced back, gaining 22.6% year-on-year to hit a 17-month high of USD5.92 

billion. This was mainly due to higher shipments of electronic products. Inbound shipments totaled USD30.72 billion on a 

year-to-date (as of June) basis, down 2.8% YoY. With exports down by a revised 4.5% during the first half to USD28.89 

billion, trade deficit came in at USD1.84 billion. China was the top source of imports for the month of June with a 14.9% 

share. This was followed by the United States with 14.3% of the pie, followed by Japan with 8.3%. 

 

 Department of Budget and Management Budget Secretary, Florencio Abad, said that government spending is seen to 

further accelerate in the second half of the year. He added that the robust spending growth will be largely driven by 

Department of Public Works and Highways (DPWH) projects. During the second quarter of 2015, public spending on 

infrastructure and capital outlay rose 37.3% against the previous year, which helped raise total spending by 12.4% to 

Php567.9 billion.  

 

The week ahead (August 31 –September 4) 

This week, we expect continued cautious and sentiment-driven trading. The PSEi should trade between 6,850 and 7,200 with main 
catalysts being the local inflation number and further developments in the US. For the week ahead, local bond prices are expected 
to take cues from the upcoming August inflation figure. Anything lower than the market expectations could provide some support to 
bond prices, especially since the YTD average is already below the BSP’s target range of 2-4% for the year. For the week ahead, 
expect the USD to trade range-bound between USD/PHP 46.55-46.95 as investors await the US non-farm payroll change data. 


