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Global Financial Markets 
 
Global equities sustained losses as China’s weak services sector and hawkish statements from key Fed officials triggered 
investors to move away from risky assets. Meanwhile, US Treasury yields declined week-on-week despite the increased 
expectations of September rate hike by the Federal Reserve, due to the continuation of elevated volatility triggered by 
weak Chinese economic data. The greenback rallied this week relative to the Euro, as mostly positive data from the US 
paved the way for the currency’s strength. 
 
Global Equities 
 

Global equities continued to track a 
downward trajectory after worries 
over China’s slowing economy 
resurfaced and on heightened 
expectations of a September Fed 
liftoff following the Jackson Hole 
Conference. China’s composite 
Purchasing Managers’ Index (PMI) 
contracted to 48.8 in August, which is 
well below July’s 53.8, which signifies 
that even the services sector is now 
decelerating. This highlights the 
broad-based slowdown in Asia’s 
largest economy. Any reading below 
50 signifies contraction from the 
previous month. This further stoked 
fears of a hard landing for China and 
caused investors to move away from 
risk assets.  

In the US, share prices initially began 
on a downtrend as market players 
focused on key statements from the 
Jackson Hole conference wherein 
Fed Vice Chair Stanley Fischer said 
that the Fed is not going to wait for 
inflation to hit 2% before tightening. This bred speculation of a September liftoff—something the market has pushed back to 
December prior to the conference. Growing concerns over China’s economy and news that the IMF warned global growth could be 
weaker than its July forecast did not provide much support to the market. Meanwhile, US share prices pared some of its losses 
towards the end of the week following a solid Beige Book Report and dovish commentary by the European Central Bank.  
 
European equities initially mirrored movements in Wall Street as investors exercised caution ahead of market-moving news and 
data releases. It is noteworthy to highlight that European equities rallied  towards the end of the week following commentary by the 
ECB regarding continuing its accommodative monetary policy. 
 
The disappointing Chinese economic data and continued elevation of volatility also impacted European and Asian equities, which 
also mirrored losses in the Wall Street. 

 
Week-on-week, the MSCI World index surrendered 1.67%. European and Asia-Pacific ex-Japan equities declined by 0.07%, and 
2.59%, respectively. The Dow Jones Industrial Average and S&P500 index plunged, down 1.82% and 1.95%, 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. 
 

 Over the weekend, the US Federal Reserve conducted its annual Jackson Hole conference. The tone during the 

conference was generally hawkish, with Fed Vice Chair Stanley Fischer reportedly saying that “Given the apparent stability 

of inflation expectations, there is good reason to believe that inflation will move higher as the forces holding down inflation 

dissipate further.” Fischer also mentioned that given the lag in monetary policy effect in the economy, the Fed should not 

wait until inflation is at 2% to begin tightening. 

 Data from the Institute for Supply Management showed that business activity in the US for August expanded the slowest in 

more than two years, falling below consensus estimates. The manufacturing PMI print was at 51.1 (mkt. est: 52.5), lower 

than the previous month’s read of 52.7. Month-on-month, new orders (51.7 vs. 56.5), production (53.6 vs 56.0), and 

employment (51.2 vs. 52.7) were down. 

27-Aug-15 03-Sep-15 % Change

MSCI World 1,650.53 1,622.94 -1.67%

MSCI Europe 122.42 122.33 -0.07%

MSCI Asia-Pacific ex-Japan 402.99 392.55 -2.59%

Dow Jones Industrial Average 16,654.77 16,351.38 -1.82%

S&P 500 1,987.66 1,948.86 -1.95%

Global Equity Performance
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 Data from Automatic Data Processing, Inc. showed that private sector payrolls in the US grew at a slower rate than 

estimated during August. The private payroll print was at 190k (mkt. est: 200k), with most of the hiring coming from small 

businesses. The services sector added 173k positions, while the manufacturing sector grew 7k. 

 Data from the US Department of Labor showed that labor productivity in the US expanded at a faster rate than expected 

for the second quarter. Non-farm productivity grew at a 3.3% saar QoQ (mkt. est: 2.8%), the fastest quarterly gain in seven 

quarters. On a year-on-year basis, productivity grew 0.7%.  

 Data from the Institute for Supply Management showed that the services sector in the US grew at a slower in August 

compared to the prior month, but still above expectations. The non-manufacturing PMI print was at 59.0 (mkt. est: 58.2), 

lower than the July read of 60.3. Most of the drop month-on-month was brought about by the decline in employment, which 

dipped to 56.0 from 59.6. 

 Data from the US Department of Commerce showed that the July US trade deficit was at its lowest in five months. Month-

on-month, trade deficit was 7.4% lower at USD41.9Bn (mkt. est: USD42.2Bn). This was brought about by a 0.4% MoM 

increase in exports to USD188.5Bn and a 1.1% MoM drop in exports to USD230.4Bn 

 

Global Bonds 
 

US Treasury yields fell week-on-week as increased expectations of 

September rate hike by the Federal Reserve were offset by the continuation 

of elevated volatility. Treasury prices fell earlier in the week as crude prices 

rebounded and as investors increased their expectations of a September 

lift-off after Federal Reserve Vice Chair Fischer said that the Fed “[does not 

need to] wait until inflation is back to 2% to begin tightening”. The increased 

volatility driven by the release of weak China manufacturing and services 

PMI figures as well as the downward revision in Euro Area growth and 

inflation forecasts forced investors to flock to safe haven assets, driving 

yields lower. The strong job growth data in the US offset the decline in yields for the short tenors. 

 

Week-on-week, two-year yields rose 0.45 basis points to 0.692%, while ten-year yields fell 2.45 basis points to 2.160%. 

 

Currencies  

 
The US Dollar rallied this week relative to the Euro primarily due to the 

mostly positive economic releases from the US, which may indicate that a 

September lift-off is still not off the table despite volatility in global equity 

markets. On Monday, the greenback depreciated against the Euro despite 

Fed Vice Chair Stanley Fischer’s hawkish comments in the Jackson Hole 

conference over the weekend. The weakness at the start of the week was 

brought about by the volatility caused by the release of the soft China 

composite PMI print. The dollar continued to weaken on Tuesday as the US 

manufacturing PMI print also came out weaker than expected. Mid-week, the 

positive data releases from the US paved the way for the dollar to regain its 

footing against the Euro. Despite a miss on the ADP private payroll print, 

investors still viewed the number as healthy, and along with the boost in labor 

productivity, caused the greenback to rally on Wednesday. Beats from the trade deficit and services PMI further allowed the dollar 

to rise on Thursday. Week-on-week, the Euro fell 62 cents, or 0.55%, to close at the 1.1224 level.  

 

The week ahead (September 7 –September 11) 

 

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

slightly as bargain-hunters emerge following this week’s sell-off. Investors may stay defensive as the September FOMC meeting 

approaches, likely leading to sideways trading with upward bias in terms of yields especially if economic data releases remain in-

line or outperform expectations. For the week ahead, expect the USD to trade range-bound as investors factor in the release of the 

US non-farm payroll data on Friday in the US markets.  

 

 

 

 

 

US Treasury Yield Curve

Tenor 27-Aug 3-Sep  +/- bps

3m 0.051 0.015 -3.55

6m 0.198 0.229 3.06

2y 0.688 0.692 0.45

5y 1.499 1.483 -1.61

10y 2.184 2.160 -2.45

30y 2.924 2.935 1.11

Currencies 

27-Aug 3-Sep % Change

USD/PHP 46.680 46.730 0.11%

EUR/USD 1.1286 1.1224 -0.55%

GBP/USD 1.5453 1.5281 -1.11%

USD/JPY 120.21 120.28 0.06%

AUD/USD 0.7145 0.7005 -1.96%

USD/CHF 0.9535 0.9701 1.74%

EUR/CHF 1.07614 1.08892 1.19%

EUR/JPY 135.67 135.01 -0.49%



 

 

 

Philippine Financial Markets 

The local equities market traded narrowly as the local bourse tracked movements in Wall Street and as underlying 
economic fundamentals provided support to the market. Local bond prices rose on average week-on-week due to 
continued shift to safe-haven assets and the release of the 0.6% inflation figure for August. The Peso traded sideways vis-
a-vis the US Dollar as the strong gains at the start of the week were pared by net foreign outflows throughout the rest of 
the week. 
 
Local Equities  
  
The local equities market traded range-bound following last week’s global sell-
off. Despite the early losses during Tuesday’s day trading succeeding the 
weaker-than-expected Chinese services sector, markets were supported by 
strong fundamentals given the Philippines’ above-trend second quarter growth 
of 5.6%. The local equities market initially tumbled 2% in the morning session as 
market players focused on weaker-than-expected Chinese services sector data 
release before paring losses towards the close. Meanwhile, the index generally 
traded within a tight range for the remainder of the week, as investors positioned 
ahead of the inflation print and ahead of market-moving economic data releases 
globally. For the month of August, the CPI stood at 0.6%, which is the lowest 
level in two decades. Market reaction to the inflation figure was subdued, as investors were mostly on the sidelines ahead of the US 
non-farm payrolls report.  
 
Week-on-week, the PSEi lost 47.03 points, or -0.66%, ending the week at 7,051.78. Foreigners were net sellers at Php2.23 billion 
or US$104.15 million. Year-to-date net foreign flows are now at -US$215 million.  

 
Industrials: 
 

 In a Disclosure, Robinsons Retail Holdings, Inc. (RRHI) announced its acquisition of a 90% stake in Saver’s Appliance 

Depot—a strong consumer electronics and appliance retail chain. The acquisition will give RRHI access to more markets 

outside the Philippine capital. Saver’s Appliance Depot currently has 24 stores with three in Metro Manila, 13 in Central 

Luzon, and eight in Cagayan Valley, with a total gross floor area of 25,900 square meters. The transaction is expected to 

strengthen and grow its footprint in the consumer electronics and appliance business.  

Property: 
 

 Century Properties Group reported a five percent decline in net income in the first half of 2015 to Php 1.01 billion. Total 

revenues for the group amounted to Php 6.17 billion. In the second quarter, pre-sales jumped 46% to Php 4.49 billion on the 

back of strong demand from the overseas Filipino market. 

 
Services: 
 

 Philippine Long Distance Telephone Company (PLDT) was tapped by the G Liner bus units of De Guia Enterprises, Inc.—a 

public utility bus operator, for the supply of global positioning system (GPS) gadgets in line with the government requirement 

for the installation of such devices. G Liner buses will be equipped with PLDT SME Nation’s Track & Trace, a GPS-enabled 

field asset tracking solution that will help monitor bus units’ speed on the road, track operating routes, enable operators to 

respond quickly in cases of breakdowns, and help locate bus units in case they go missing. In a Statement, PLDT’s top 

senior official said that PLDT fully supports this effort in helping improve road safety and help curb vehicle accidents.  

 In a disclosure, Xurpas Inc. announced its acquisition of Globe Telecom’s 51% stake in Yondu Inc—a mobile content 

developer, for Php 900 million. Xurpas aims to transform Yondu into its regional arm for technology-driven services. The 

strategic partnership of Globe and Xurpas in Yondu strengthens Globe’s track record of partnering with leading digital players 

to further solidify its position in the digital lifestyle space. 

 

Financials: 
 

 BDO Unibank advanced its standing to 255 from the previous year’s 268 in the Top 1000 World Banks list of UK-based The 

Banker for 2015. Aside from advancing as one of the top banking institutions, BDO was also tagged as the undisputed leader 

in the Philippines in terms of Tier-1 capital, assets, solid performance and robust earnings.  

 

28-Aug 4-Sep % Change

PSEi 7,098.81 7,051.78 -0.66%

Philippine  Stock Exchange  Index



 

 

Philippine Bond Market  
 
On the local fixed income space, prices of government securities moved 
sideways with an upward bias as investors moved ahead of the August inflation 
print. Slight risk-off sentiment was also seen locally amid volatility in the Global 
markets leading to some investors flocking to safe haven assets. At the end of 
the week, benign inflation data led to some speculation on the possibility of a 
Central Bank rate cut even if the BSP previously said that it is not looking at any 
rate cuts to date. Inflation for the month of August came in at a record low of 
0.6% YoY, lower than the consensus estimate of 0.7%. This brought the year-to-
date average CPI increase to 1.7%, below the BSP's targeted range of 2-5% for 
the year. During the week, trading was also more active amid the ongoing bond 
swap.  
  
Week on week, yields declined by an average of 0.67 basis points led by the 
2.10 basis points decrease in the short-end of the curve. 
 
 
Philippine Peso  

 
The Peso traded sideways vis-a-vis the US Dollar this week as net foreign outflows dictated the movement of the local currency for 

most of the week. On Tuesday, the peso appreciated slightly against the greenback as strong remittance flows following last 

Monday’s holiday buoyed the currency. The local equities market saw net foreign buying as well at the start of the week, but this 

was short-lived as continued volatility from China caused net foreign selling to persist throughout the week. By Friday’s close, the 

Peso remained stable despite the low Philippine inflation print for August. Week-on-week, the Philippine peso depreciated 0.5 

centavos, or 0.01%, to close at the 46.73 level. 

 

The Philippines’s inflation rate fell from 0.8% in July to a record-low 0.6% in August, below the 0.7% consensus as housing and 

utilities and transport costs fell further. Increase in prices of food and non-alcoholic beverages grew at a slower rate. Core inflation 

was recorded at 1.6% YoY in August. For 2015, the BSP reduced its inflation forecast to 1.8% from 2.1%. 

 

 During the first quarter, consumer lending by banks reached Php932.8Bn, 3.36% more than the Php902.5Bn during the 

prior quarter, due to steady rise in home and car loans. Credit card receivables, salary loans and other consumer loan 

types also boosted consumer lending. However, universal, commercial (U/KBs) and thrift banks (TBs) kept their non-

performing consumer loans at a manageable level of 4.9%, which is almost unchanged from the 4.8% NPL ratio during the 

previous quarter. 

 

 The Department of Finance said that revenue effort or revenue collection as a percentage of gross domestic product 

(GDP) reached 17.1% in 1H15, higher than the 15.5% booked during the period last year. The tax effort also rose by 0.4 

percentage point to 14.1% due to tax administration improvements. 1H15 revenues rose 16% to Php1.086 trillion but this 

figure is 1% lower than the Php1.097 trillion target for the first six months. 

 

 The Philippines expects to see its trade with 20 other APEC (Asia Pacific Economic Cooperation) member economies 

rising by more than 6.8 percent% to around USD109.62 billion in 2015 due to various initiatives undertaken. 

 

The week ahead (September 7 –September 11) 

This week, we expect continued cautious and sentiment-driven trading ahead of US labor data releases and the September FOMC 
meeting. The PSEi is expected to trade between 6,850 and 7,150 with main catalysts being exports figure locally and further 
developments in the US. For the week ahead, we expect bonds to trade sideways as investors monitor the August non-farm 
payrolls report, and as the bond swap is set to conclude. At this point, the possibility of a rate hike in September is still uncertain 
given mixed economic data releases and instability of markets across the globe. We expect the PHP to trade range-bound with a 
downward bias as investors continue to factor in the inflation print, and as investors react to US non-farm payroll print to be 
released over the weekend. 

T enor 28-Aug 4-Sep  Change

1m 1.69 1.68 -1

3m 1.75 1.25 -50

6m 1.85 1.78 -7

1y 1.92 2.41 49

2y 3.23 3.23 0

3y 3.03 3.03 0

4y 3.77 3.73 -4

5y 3.40 3.39 -1

7y 4.11 4.11 0

10y 4.36 4.26 -10

20y 4.31 4.46 15

25y 4.02 4.02 0

Average -0.7

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


