
 

September 05, 2016     
Global Financial Markets  

Global equities and bonds traded sideways as economic data in the US remained inconclusive, undermining the hawkish 
statements of various Fed officials. The US Dollar strengthened markedly relative to the Euro this week, owing to the 
hawkish post-Jackson Hole commentary and its bearing on expectations for another Fed rate hike. 
  
Global Equities 
 

Global equities traded sideways with a 
downward bias as Fed Chairman Janet 
Yellen suggested a generally hawkish 
outlook during its speech in Jackson 
Hole. Yellen seemed to be more 
optimistic now with the state of the 
economy due to the recent data 
releases that point to a tight labor 
market and strong consumer sector. 
Furthermore, Fed Vice Chair Stanley 
Fisher said that there could be two rate 
hikes this year given the improvement 
in the US economy. Nonetheless, 
looking at the ultimate mandates of the 
Fed which are economic growth and 
inflation, investors seemed to once 
again question the hawkishness of the 
policy-makers since the actual data 
remains far from targets. The 
probability of a rate hike in September 
as implied by the Fed Funds Futures 
fell back to 34% after surging to 42% 
after the conference was held. This 
resulted in some bargain-hunting which 
was not sustained due to the crash in 
oil prices. Crude oil prices sank 3.3% in 
one day after the US Energy 
Information Administration reported that the domestic supply rose 2.3 million barrels in the week ended August 26. This was almost 
four times the market estimate of only 600,000 barrels. 
 
Meanwhile, European shares managed to book gains due to sector-specific strength. The financial sector drove the slight rally as 
talks of Commerzbank-Deutsche Bank merger were taken positively by the market. Moreover, preliminary measures of inflation and 
manufacturing growth in various countries point to a weak economy, increasing the likelihood of more easing going forward. 
 
Asian shares were once again the worst performer this week as they were mostly hit by the potential strengthening of the dollar due 
to the rate hikes. The slump in oil prices and mixed China PMI reports, likewise, weighed down on various Asian markets. 
 
Week-on-week, the MSCI World Index closed at 1,723.55, 0.22% lower WoW. MSCI Asia Pacific ex-Japan fell the most, by -0.78%, 
and ended at 443.60. This was followed by the US markets with Dow Jones Industrial Average declining 0.16% to 18,419.30 and 
S&P 500 losing 0.07% to 2,170.86. Only MSCI Europe managed to book gains, rising by 0.46% to 115.90. 
 
US economic data released last week were mixed but highlighted the stark contrast between the strong performance of the 
consumer sector and the persistently weak manufacturing industry. 
 

 US consumer spending rose for the fourth consecutive month during July. Personal consumption grew 0.3% month-on-

month (MoM), in-line with market expectations. This was driven by the increase in real spending on motor vehicles and 

services. Personal incomes, likewise, expanded by 0.4% while personal saving rate surged 5.7%. Nonetheless, the 

personal-consumption expenditures (PCE) index, the Fed’s preferred inflation measure, was unchanged MoM but rose 

only 0.8% year-on-year. 

 US GDP for the second quarter of this year was revised even lower to 1.1% still due to the huge decline in inventories. In 

contrast, growth in consumer spending was upgraded to 4.4% from the initial estimate of 4.2%. However, fixed asset 

investments declined 0.9%. 

 Home prices in the US continued to go up with the national S&P CoreLogic Case-Shiller Index rising 5.1% year-on-year 

(YoY) in May. The 10-city index climbed 4.3% YoY while the 20-city index jumped 5.13% YoY. Portland and Seattle 

sustained their double digit growth at 12.6% and 11%, respectively. 

25-Aug-16 01-Sep-16 % Change

MSCI World 1,727.30 1,723.55 -0.22%

MSCI Europe 115.37 115.90 0.46%

MSCI Asia-Pacific ex-Japan 447.09 443.60 -0.78%

Dow Jones Industrial Average 18,448.41 18,419.30 -0.16%

S&P 500 2,172.47 2,170.86 -0.07%

Global Equity Performance
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 US consumer confidence improved to 101.1 in August, better than market estimates of 97.0 and 96.7 reading in July. 

Consumers generally have a more optimistic assessment regarding both current business and labor market conditions. 

The present-situation index increased to 123.0 from 118.8, while the expectations index improved to 86.4 from 82.0. 

 ADP private employment number for August was at 177K, slightly higher than the market expectations at 175K. This print, 

however, was lower than private payroll number in July at revised 194K (initial est. at 179K). The payroll additions came 

from the service sector, at 183K workers. Goods-producing jobs continued to decline after it posted 6K drop last month. 

 The National Association of Realtors’ pending home sales index rose 1.3% in July to 111.3, beating market expectations of 

+0.7%; and reaching the second highest this year after peaking at 115.0 in April. On the other hand, the June number was 

revised downward to -0.8% from +0.2%. 

 US manufacturing activity reports for August showed conflicting picture. The Institute for Supply Management’s (ISM) 

index printed 49.4, the first contraction since February. The report is well below market estimates of 52.0 and July’s 52.6. 

New orders fell to 49.1 from 56.9 and employment was down from 49.4 to 48.3. Meanwhile, Markit manufacturing PMI 

remained in expansion, in-line with consensus at 52.0, albeit the flash PMI was revised downward from 52.1, and was 

below July’s 52.9. 

 US non-farm productivity in Q2 declined by 0.6% (initial est @ -0.5%), potentially pointing to challenges in corporates' 

revenues. Despite this, wages continued firming up. Growth in unit labor costs and inflation-adjusted hourly compensation 

were revised upward to 4.3% and 1.1%, respectively.  

 

Global Bonds 
 
US Treasury prices ended generally flat as hawkish statements from 

various Fed officials were undermined by disappointing economic data 

and weak oil prices. Yields rose at the start of the week as investors 

digested the pronouncements from several Fed officials particularly 

Chair Janet Yellen and Vice Chair Stanley Fischer in the economic 

symposium in Jackson Hole. They are both of the opinion that ―the 

case for an increase in the federal-funds rate has strengthened in 

recent months‖ on the back of solid consumer spending and jobs 

market. Further, Fischer suggested that two rate hikes, one in September and one in December, are not impossible. By mid-week, 

yields started declining again as investors contemplated on the possible monetary policy direction in connection with the stubbornly 

weak economy and low inflation. Doubts on the possibility of more than one rate hike was heightened as oil dropped below the 

US$45 level. 

 

Week-on-week, US Treasury yields fell by an average of 0.27 bps, led by the thirty-year benchmark yield which lost 3.31 bps and 

the two-year which declined by 0.78 bps. 

 

 

Currencies  
 

The US Dollar strengthened markedly relative to the Euro this week, 

owing to the hawkish post-Jackson Hole commentary and its bearing 

on expectations for another Fed rate hike. In addition to bullish 

sentiment on the greenback driving Dollar strength early this week, 

positive US economic data, such as improving motor vehicle sales, 

service sector expansion and higher US personal income, served to 

reinforce the Fed's assertion that the economy needed less 

accommodation. On Tuesday, the US Dollar continued to rally on 

better US consumer sentiment and housing prices data. The S&P 

Case Schiller index for home prices rose 5.13% (YoY) in June, 

meeting consensus expectations, while US consumer confidence, as measured by the conference board index, rose to 101.1 in 

August beating consensus expectations of 97.0 and July's 96.7. Mid-week, the greenback was still strong as even more Fed 

officials chimed in with hawkish rhetoric stoking expectations of an imminent rate hike. The Boston Fed's Rosengren said that the 

twin goals of the Fed are likely to be achieved "relatively soon". Towards the weekend, however, investors took profit on the US 

Dollar's winning streak on poor US manufacturing data. Both the the ISM index for manufacturing activity and the Markit PMI score 

for the month of August printed below market expectations and the previous month's score at 49.4 and 52.0, respectively. Week-on-

Week, the EUR/USD pair traded sideways with a slight downward basis, falling 0.38 US Cents, or -0.14%, to close trading at the 

1.1151 level. 

US Treasury Yield Curve

Tenor 25-Aug 1-Sep  +/- bps

3m 0.320 0.325 0.51

6m 0.447 0.452 0.51

2y 0.789 0.782 -0.78

5y 1.161 1.180 1.94

10y 1.573 1.568 -0.50

30y 2.263 2.230 -3.31

Currencies 

25-Aug 1-Sep % Change

USD/PHP 46.350 46.730 0.82%

EUR/USD 1.1290 1.1151 -1.23%

GBP/USD 1.3197 1.3246 0.37%

USD/JPY 100.42 103.67 3.24%

AUD/USD 0.7617 0.7540 -1.01%

USD/CHF 0.9652 0.9844 1.99%

EUR/CHF 1.08970 1.09772 0.74%

EUR/JPY 113.37 115.61 1.98%



 

 

 

The week ahead (September 05 – September 09) 

 

The markets will now focus on the critical nonfarm payrolls data for the month of August which will be released Friday night. This is 

important as this will either validate or undermine the perceived strength in the labor market. Economists are expecting 170,000 

jobs to be added. Any disappointment to this figure will likely result in a rally in the equities and bond markets alike as it would 

suggest a sustained gradual approach in raising rates. For next week, expect the EUR/USD pair to trade sideways with a significant 

chance of a downward correction should August non-farm payrolls (NFP) meet or exceed market expectations of about 170-180 

thousand jobs.  



 

Philippine Financial Markets 

 
The PSEi consistently declined this week as investors took hawkish statements from the Fed as an opportunity to take 
profits. Local fixed income asset prices saw divergence in movements between the short-end and the belly to long-end of 
the curve as market participants moved following Yellen’s speech and ahead of the release of US non-farm payrolls figure 
on Friday night (Philippine time) and August inflation results locally next week. The Peso traded sideways with a slight 
downward bias relative to the US Dollar this shortened trading week as markets priced in the hawkish post-Jackson Hole 
commentary by senior Fed officials. 

Local Equities  

The PSEi consistently declined this week as investors took hawkish statements 
from the Fed as an opportunity to take profits. The start of the shortened week 
ushered in a week-long profit-taking as market players priced in Jackson Hole 
statement that the case for a hike in US has strengthened in recent months in 
light of positive economic data releases. Fed officials, while generally hawkish 
and were signaling a hike sooner rather than later, still highlighted that the 
decision remains data-dependent. As such, investors were cautious ahead of 
the non-farm payrolls report this Friday. Foreign outflows also contributed to the 
downward pressure to local equity names.  
 
Week-on-week, the PSEi lost 38.07 points, or -0.49%, to close at 7,807.42. For the week, foreigners were net sellers at Php7.54 
billion or USD161.8 million. Year-to-date, net foreign inflows reached Php45.09 billion or USD963.27 million. 
 
Holding Firms: 

 Under the PPP project, the Metro Pacific Investment Corp. (MPIC) is interested in two main projects 1) the Plaridel Bypass 

and 2) the Central Luzon Link Expressway projects. The proposed Plaridel Bypass Toll Road Project will be a 24.61-

kilometer road, with an expansion to four lanes, starting at Balagtas interchange in NLEX up to San Rafael in Bulacan. The 

winning private partner will be responsible for the construction of the additional interchanges and provision(s) for service 

roads, operations, and maintenance. Once implemented, the project is expected to address growing traffic demand and 

provide savings in terms of vehicle operating costs and travel time. Meanwhile, the Central Luzon Link Expressway Phase II 

project is a 35.7-kilometer expressway in Nueva Ecija which would extend the 30.7km expressway Phase I from Tarlac City 

to Cabanatuan City. As for the Plaridel Bypass Road, it will connect Cabanatuan City to San Jose City in the Nueva Ecija 

province. 

Property: 

 Vista Land & Lifescapes, Inc.’s Camella unit began in accommodating Davao’s ready-for-occupancy (RFO) market consisting 

of buyers that are prepared to make down-payments within a couple of months and settle in. Marlon Nino B. Escalicas, 

Camella Southern Mindanao Cluster Head, stated that although their target doesn’t touch a greater number within the 

market, they still want to help the buyers.  He also said that for their current developments, they aim to create advanced 

construction units that are similar to RFO due to the ―present happenings‖ in Davao. 

 Ayala Land Inc. (ALI), through its subsidiary Alveo, has sold 80% of the residential units in the first three towers of its project 

The Veranda. This allowed them to launch the last tower ahead of schedule. At the start of the project, they envisioned that 

the whole project will take four years with each tower taking a year to be built and launched. The company will be offering 

studio-typed, one bedroom, two bedroom, and three bedroom rooms. It is reported that West and South Veranda towers of 

The Veranda will be turned over within the fourth quarter of 2018, East Veranda within the first quarter of 2019, and North 

Veranda within the fourth quarter of 2020. 

Industrial: 

 Petron Corp. (PCOR) entered into a partnership with Uber. Petron VP for national sales division Archie Gupalor said that the 

exclusive privileges for Uber partner-drivers include special bonus points (SBP) for every P250-worth of fuel purchase when 

using the Uber x Petron Value Card (PVC). Other benefits aside from SBP are free 24/7 towing assistance, personal 

accident insurance coverage, and discounts in partner establishments. Uber has already released 5000 Uber x PVC to its 

partner-drivers. There are already now four million PVC cardholders. 

 

 

26-Aug 2-Sep % Change

PSEi 7,845.49 7,807.42 -0.49%

Philippine  Stock Exchange  Index



 

Financials: 

 Metropolitan Bank & Trust Co. (MBT) recently launched a fund raising activity in hopes of raising at least Php5 billion. 

Metrobank also disclosed that they have set the issue size of the offering of a seven-year Long Term Negotiable Certificates 

of Time Deposits (LTNCDs) at Php5 billion with an option to upsize. The rationale for the LTNCD issuance is to lock in long 

term funding. The debt paper has an interest rate of 3.5% p.a. payable quarterly with an offer period from August 30 to 

September 12, 2016, investors can invest a minimum of Php50,000 with increments of Php50,000 thereafter. 

 

Philippine Bond Market  
 
Local fixed income asset prices saw opposite movements between the short-end 
(falling yields) and the belly to long-end of the curve (higher), as investors positioned 
following Yellen’s speech and ahead of the release of August inflation results locally 
next week. Trading volume was very thin given the shortened trading week and 
cautious trading—volume for the week was just Php19.9Bn versus Php40.2Bn last 
week. Trading started with prices mostly falling on heightened speculations that the 
Fed will hike rates sooner following Fed Chair Yellen’s hawkish comments at the 
Jackson Hole. Trading volume remained weak the next day as most investors stayed 
on the sidelines waiting for more economic data releases. Trading continued to be 
thin throughout the week after consecutive hawkish statements from the Fed 
increased the importance of the August Non-Farm Payrolls, which will be released 
on Sept 2 (US time). On the local front, investors are also waiting on the release of 
August inflation next week. BSP's projection is 1.6 - 2.4% inflation for August.  
 
Yields fell by an average of 2.3 basis points (bps), led by the short-end which fell by 
13.02 bps. The belly and the long-end rose 5.19 and 1.26bps, respectively.  
 
 
 
Philippine Peso  
 

The Peso started off the truncated workweek on a soft note as investors reacted to the marginally higher likelihood that the Fed may 
hike rates sooner than expected. Mid-week, the Peso slid further as investors turned their attention to the release of critical August 
non-farm payroll (NFP) data that could provide the basis for turning the hawkish rhetoric of the July FOMC minutes and the post-
Jackson Hole commentary into an actual rate hike this September.  
 
The bearish sentiment on the local currency carried to Thursday as the Peso's losing streak extended to a third day. By the 
weekend, however, the Peso rebounded on bargain-hunting following its sell-down and as poor US industrial production data was 
announced. The ISM manufacturing index for August fell for the first time since February to 49.4, versus expectations of 52.0 and 
52.6 in July. The Markit PMI for the same month, meanwhile, printed at 52.0, lower than expectations of 52.1 and July’s 52.9.  

 
 The performance of the Philippine electronic export sector is in line with the 2 – 5 % growth projection of the industry, said 

Semiconductor and Electronics Industries in the Philippines, Inc. (SEIPI) President Danilo C. Lachica. The drop in imports 

in June is not a cause of worry since it is only due to ―inventory correction‖. 

  The country’s budget deficit widened in July to Php50.67 billion. Expenditures rose to 5% resulting in P220.92 billion, a 

reversal from the 7% slump in June caused by election ban on public spending. In contrast, revenues dipped 1% to P150.2 

billion caused by a 36% slump in the Bureau of the Treasury’s collection performance. The BIR recorded their first slump in 

seven months by 1%, while other offices dropped 26%. In contrast, the Bureau of Customs reported 3% YoY growth in 

collection to P30.99 billion. 

 Due to proactive debt management and low interest rate environment, the fiscal debt to GDP fell to 42.66% in 1H 2016, 

coming from 44.7% in 1H 2015. The Philippines is one of the countries that has still fiscal room to borrow in case of deficit 

brought by aggressive fiscal stimulus.  

 Bangko Sentral ng Pilipinas reported that banks' loan portfolio grew 17.7% due to sustained optimism towards the 

domestic economy. BSP Governor Amando Tetangco Jr., reported that growth in July was faster than the 12.4% 

expansion from June. Data showed that loans for production activities, loans to real estate activities, loans to wholesale 

and retail, and loans extended to household consumers all increased by 17.4%, 18.8%, 14.1%, and 20.6%, respectively. 

On the side, lending to the Manufacturing Sector booked a 10% growth for a 14.2-percent share while lending to 

Electricity, Gas, Steam, and Air Conditioning Supply increased by 26.4% for a 11.3-percent share. 

 

 

T enor 26-Aug 2-Sep  Change

1m 1.62 1.29 -33

3m 1.47 1.25 -22

6m 1.88 1.84 -3

1y 2.15 2.21 6

2y 2.20 2.19 0

3y 2.92 2.91 -1

4y 2.84 3.00 16

5y 3.11 3.12 1

7y 3.23 3.28 5

10y 3.41 3.45 4

20y 3.99 3.98 0

25y 5.25 5.25 0

Average -2.3

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

The week ahead (September 05 – September 09) 

 

For next week, we expect the PSE investors to react to the non-farm payroll report, with a trading range of 7,650 to 7,920. 

Downward bias would result from a strong print that could lend support to the argument of a rate hike in 2016. Locally, a strong 

inflation data could provide support for the local equity names. While Philippine August inflation is expected to remain low, strong 

economic data in the US coupled with continued hawkish Fed statements will cap any upside on the local fixed income market.  For 

next week, expect the USD/PHP pair to trade sideways with a slight upward bias should August non-farm payrolls (NFP) meet or 

exceed market expectations of about 170 to 180 thousand jobs. 


