
 

September 14, 2015 
   
  
Global Financial Markets 
 
Global equities traded sideways as global growth outlook remains vulnerable and as investors remain wary of the hawkish 
statements given by key Fed officials, triggering investors to shy away from risky assets. Meanwhile, US Treasury yields 
rallied week-on-week as investors positioned ahead of the FOMC meeting next week. The greenback started strong 
against the Euro, but lost some of its gains during the latter portion of the week, due to positive economic data releases in 
Europe. 
 
Global Equities 
 

Global equities closed marginally 
higher during the week led by the 
strong performance of Asian equities.  
However, this recovery was countered 
by the downward pull prevailing in the 
US and Europe, paring gains 
recognized in Asia. 

In the US, share prices slipped early in 
the week as the market remains 
uncertain of the September lift-off after 
the softer-than-expected August non-
farm payroll print. After the US’ Labor 
Day on Tuesday, the market rallied a 
little in light of news on M&A deals and 
following a recovery in the Chinese 
equities market in light of expectations 
of future monetary easing in the 
country. This was followed by another 
dip primarily due to profit taking. The 
week closed with the market assuming 
a cautious position in anticipation of the 
FMOC meeting next week.  

European stocks mirrored the dip of the 
US market early in the week but started 
to rally in response to the strong 
German economic data and the recovering sentiment in Asia. However, earlier gains in the week were reversed as investor 
concerns over the global economy’s strength to withstand higher US interest rates contributed to the weak performance of the 
European stocks. 

Week-on-week, the MSCI World index gained by 015%. Asia-Pacific ex-Japan equities improved by 1.85%, while European stocks 
surrendered 0.87%. The Dow Jones Industrial Average and S&P500 index plunged, 0.74% and 0.47%, respectively.  
 
Economic data released for the week were mostly positive from the US, although data releases from the Eurozone were positive as 

well. 

 August U.S. job growth slowed in August, as employers hired just 173,000 workers last month (vs. mkt est of 217k), which 

is well below the prior YTD monthly average of 218,000, mainly due to job losses in both the manufacturing (17k) and 

mining (9k) sectors. The unemployment rate fell to a near seven-and-a-half-year low and wages accelerated to further 

muddy the interest rate waters ahead of next week’s Federal Reserve meeting. 

 German industrial output increased during July at its fastest pace as industrial production rose 0.7% (vs. mkt est of 

+1.1%), versus the June decline of 0.9%.  Strong overseas demand led to the filling of order books while confidence of 

companies remained. 

 The Conference Board’s employment trends index increased to 128.82 from a downwardly revised 127.64 in July (prev: 

127.89) with the YoY the index rose 4.5%. The large rise in the Employment Trends Index suggests that a significant 

moderation in employment growth is unlikely to occur in the coming months. 

 Outstanding American consumer credit jumped USD19.097 billion (mkt est: +USD18.8 billion) or at a 6.7% annual rate in 

July. Consumer credit has increased each month for nearly four years. Revolving credit (mostly credit cards) rose at a 

5.7% annual rate while non-revolving credit (primarily auto and student loans) increased by 7%. 

 Import prices contracted 1.8% MoM in August (vs. mkt est. of -1.6%). Import prices fell 11.4% YoY, which is the largest 

annual decline since September 2009. This was mainly caused by the 13.3% drop in the price of imported fuel. 

03-Sep-15 10-Sep-15 % Change

MSCI World 1,622.94 1,625.40 0.15%

MSCI Europe 122.33 121.27 -0.87%

MSCI Asia-Pacific ex-Japan 392.55 399.80 1.85%

Dow Jones Industrial Average 16,374.76 16,253.57 -0.74%

S&P 500 1,951.13 1,942.04 -0.47%
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 Initial jobless claims fell by 6,000 to a seasonally adjusted 275,000 (vs. mkt est. of 275k) in the week ended Sept. 5. The 

four-week moving average of claims improved by 500 to 275,750. Claims have now been below 300,000 for 27 straight 

weeks, the longest streak in more than 40 years. 

 

Global Bonds 
 

US Treasury yields rose week-on-week as market players positioned ahead 

of next week’s FOMC meeting. Last Friday’s non-farm payroll print caused 

yields to rise despite the disappointment as the release was still considered 

strong and as analysts noted that August figures in the past have been 

revised significantly upwards. This fueled expectations that a September lift-

off was still on the table despite market volatility. Despite strong support for 

the 10- and 30-year bonds in this week’s auction, lower overall demand for 

treasuries due to a pick-up in corporate debt sales contributed to the rise in 

yields for the week.  

 

Week-on-week, two-year yields rose 4.07 basis points to 0.733%, while ten-year yields rose 6.24 basis points to 2.222%. 

 

Currencies  

 
The US Dollar ended the week higher than the Euro due to encouraging 

labor data. Even if US job growth in August was below the 200,000 threshold, 

other indicators such as the initial jobless claims (which has been below 

300,000 for 27 straight weeks, the longest streak in more than 40 years) 

show an improving employment picture. The Euro started to rally afterwards, 

on the back of robust growth in Germany’s industrial output and the upward 

revision of Eurozone's GDP to 0.4%, but the rally failed to erase the Euro's 

losses against the US Dollar for the week. This was partly due to other 

positive data releases from the US, such as the 6.7% YoY growth in 

American consumer credit. The Euro fell 0.33 cents or 0.29% against the US 

Dollar to close at 1.1191.  

 

The week ahead (September 14 –September 18) 

 

This week, markets were largely driven by the continuing caution as negative sentiments on China’s performance and doubts about 

the strength of the global economy linger. For the next week, we expect traders to stay on the sidelines in anticipation of the Fed’s 

meeting. Investors may continue to stay defensive before the September FOMC meeting, 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 significant volatility in the Euro-USD pair with an upward bias for the US Dollar, as investors await the release of August 

inflation figures for certain Euro nations and the US, as well as the rate decision from the FOMC meeting. 

 

 

 

  

US Treasury Yield Curve

Tenor 3-Sep 10-Sep  +/- bps

3m 0.015 0.015 -0.01

6m 0.229 0.249 2.04

2y 0.692 0.733 4.07

5y 1.483 1.547 6.45

10y 2.160 2.222 6.24

30y 2.935 2.985 5.04

Currencies 

3-Sep 10-Sep % Change

USD/PHP 46.730 46.850 0.26%

EUR/USD 1.1224 1.1191 -0.29%

GBP/USD 1.5281 1.5385 0.68%

USD/JPY 120.28 121.25 0.81%

AUD/USD 0.7005 0.7074 0.99%

USD/CHF 0.9701 0.9777 0.78%

EUR/CHF 1.08892 1.09408 0.47%

EUR/JPY 135.01 135.69 0.50%



 

Philippine Financial Markets 

The local equity market traced a downward trajectory following weaknesses in overseas markets. Local bond prices fell on 
average week-on-week as the lack of fresh catalysts locally caused investors to remain on the sidelines ahead of the 
FOMC meeting. The Peso weakened against the US Dollar due to continued net foreign outflows throughout the week and 
continued aversion on Emerging Markets as Brazil was downgraded to junk status by the S&P. 

 
Local Equities  
  
The local equities market continued to decline following different weaknesses 
overseas. Investors assumed a defensive stance in anticipation of the US labor 
data early this week. The market is also cautious in light of the anticipated 
FOMC meeting next week. The negative sentiment towards emerging markets 
was magnified following S&P’s downgrade of Brazil’s credit rating to junk. 
 
Week-on-week, the PSEi slipped 140.40 points or 1.99%, bringing the market to 
a close at 6,911.38. For the week, foreigners were net sellers at Php3.1billion or 
US$67million. Year-to-date, net foreign outflows are at US$282million. 

 
 

Industrial: 
 

 In an advisory, Meralco (PSE Ticker: MER) said that overall rates for residential customers dropped for a fifth straight month 

in September. From the Php9.12 per kilowatt-hour (kWh) charged in August, the rate to be charged in September is at 

Php8.55 per kWh. The decline in rates is mainly due to higher power supply, with generating units such as Ilijan, Sem-

Calaca, Quezon Power, and Pagbilao improving their dispatch levels in August. 

 Energy Development Corp.'s (PSE Ticker: EDC) wholly-owned subsidiary Bac-Man Geothermal, Inc. (BGI) secured a P5 

billion loan from BPI, BDO, and Security Bank. The unit intends to use the funds to pay expenses related to the acquisition 

and rehabilitation of the Bacon-Manito (Bacman) geothermal facility, and eventually for various capital expenditures for EDC. 

Holding Firms: 

 Ayala Corp.'s (PSE Ticker: AC) wholly-owned subsidiary, AC Energy Holdings, Inc., will venture into solar power. In a 

disclosure, the company revealed that on September 8, 2015, AC Energy signed a Subscription and Shareholders’ 

Agreement with Bronzeoak Clean Energy, Inc., the investment arm of Bronzeoak Philippines, Inc. The project is "for the 

development, construction and operation of a solar power farm in Bais City, Negros Oriental.” With an initial budget of Php1.3 

billion, the facility could expand up to a capacity of 40 MW. This extends the company's portfolio of renewable energy 

sources from only wind farms in Ilocos Norte.  

Property: 

 In a press statement, Megaworld Corp. (PSE ticker: MEG) announced that it will be investing Php30Bn over the course of ten 

years to develop a township project in San Fernando, Pampanga. The 35.6-hectare development, located approximately 70 

km north of Manila and 20 km away from Clark International Airport, will be the company's 19th mixed-use project in the 

country. According to MEG Senior Vice President Jericho Go, the project is "envisioned to expand and revitalize Pampanga's 

provincial capitol district".  

 Century Properties Group’s (PSE ticker: CPG PM) subsidiary Century City Development Corporation (CCDC) signed a joint 

venture agreement with Mitsubishi Corporation for the development of Forbes Media Tower. The 35-storey office building will 

be erected at Century City, Makati City.  The agreement provides that both parties will develop, lease out and maintain the 

USD $100 million tower through the 60% CCDC-owned and 40% Mitsubishi Corporation-owned Century City Development II 

Corporation (CCDCII). 

 
Services: 
 

 PLDT partners with Uber in a multi-year, strategic agreement. The partnership will include free Wi-Fi services and 

promotions through Smart’s network. Initially offered to the users of Uber’s premium line, the services will be eventually rolled 

out to all Uber cars.  

 Cebu Pacific (PSE ticker: CEB) will launch three international routes in December. These flights are Manila-Fukuoka, Cebu-

Taipei, and Davao-Singapore. These flights will be serviced by the company’s brand-new fleet of AirbusA320. Seat sales are 

also being held by CEB to promote these new flights.  

4-Sep 11-Sep % Change

PSEi 7,051.78 6,911.38 -1.99%

Philippine  Stock Exchange  Index



 

Philippine Bond Market  
 
On the local fixed income space, prices of government securities fell as 
investors remained cautious ahead of the FOMC meeting. The release of the 
US non-farm payroll print over the weekend caused yields to rise as investors 
factored in a possibility of a Fed lift-off in September. During the week, 
expectations of further stimulus measures from China contributed to positive 
sentiment toward emerging market assets, allowing yields to dip. However, the 
rally in bond prices was short lived as negative sentiment resumed following 
the downgrade of Brazil’s credit rating to junk status by S&P. 
  
Week on week, yields rose by an average of 6.4 basis points led by the 13.7 
basis points increase in the short-end of the curve. 
 
 
Philippine Peso  
 
The Peso started weak against the US Dollar, breaching above 47 last 

Tuesday due to continued concerns over China, Emerging Markets, and the 

timing of the Federal Reserve’s rate hike. Sentiment over China improved 

which allowed the Peso to recover some of its losses, but the spotlight turned to Brazil, whose foreign currency rating was 

downgraded to BB+ with negative outlook as its fiscal position and political system continued to deteriorate. The continuation of net 

foreign outflows prevented any significant rally of the local currency for most of the week. By Friday’s close, the Peso continued to 

weaken as investors positioned cautiously ahead of the FOMC meeting next week. Week-on-week, the Philippine peso depreciated 

16 centavos, or 0.34% lower, to close at the 46.89 level. 

 

 

 Reports released by the Bureau of the Treasury showed that the Aquino administration’s budget balance swung to a deficit 

for the first seven months of 2015 as government spending accelerated at its fastest rate in 13 months. The budget gap 

reached Php 32.2 billion in July, broader than the Php 1.8 billion for the same period last year. The budget gap in July 

brought the aggregate year-to-date fiscal performance figure to a deficit of Php 18.5 billion. The government plans to cap 

its deficit at Php 284 billion for this year. 

 The Philippines swapped a total of PHP237 billion new bonds—with PHP121 billion maturing in 10 years and the 

remaining PHP142 billion in 25 years. These bonds were exchanged with illiquid debts or those no longer traded to reduce 

the country’s interest payments and lengthen the payment of its debts. Exceeding the total target of PHP100 billion set by 

the government, the response of the market to the offer is perceived by the Department of Finance as “an unequivocal 

show of strength and stability on the part of the republic”. 

 Moody’s Investors Service cut its Philippine growth expectations for 2015 and 2016, as the ratings agency expects a 

prolonged dry spell to hurt the agriculture sector this semester despite accelerated government spending towards the latter 

part of the year. A Sept. 7 report, titled “Asia Pacific Sovereigns: Credit Profiles Resilient to Slowing Exports,” showed the 

debt watcher now projecting the Philippine economy to grow just 5.7% this year, down from the 6.7% forecast in May and 

the 6.0% projection when Moody’s released its credit opinion on the country in June. 

 According to data from the Bangko Sentral ng Pilipinas (BSP), net foreign outflows from stocks, bonds, and deposit 

certificates continued for a six straight month in August. For the month, outflows reached $524Mn, higher than the previous 

month’s read of $160Mn. This resulted to a net foreign outflow position year-to date of $64.3Mn. 

 The Bangko Sentral ng Pilipinas (BSP) released data on net foreign direct investments (FDI), which declined 30.9% to 

$383 million in the first half of 2015 versus last year's $554 million predominantly on the back of investor sentiment 

anticipating a Fed rate hike and global concerns over China's slowing economy. Net equity capital investments composed 

majority of the components at $214 million, four times higher than the $54 million in the previous year. 

 

The week ahead (September 14 –September 18) 

For the week, we expect continued cautious and sentiment-driven trading as uncertainty remains over the Fed’s decision in its 
September FOMC meeting. The PSEi is expected to trade between 6,810 and 7,080 with a downward bias. For the week ahead, 
we expect bonds to trade sideways as investors await the results of the FOMC meeting next week. 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 continue falling vis-à-vis the US Dollar as investors remain defensive ahead of the FOMC meeting, although a 
disappointing inflation print coupled with no change in Federal Reserve policy rates may allow the Peso to partly rebound. 

T enor 4-Sep 11-Sep  Change

1m 1.68 2.96 128

3m 1.25 1.34 9

6m 1.78 1.48 -30

1y 2.41 1.89 -52

2y 3.23 3.13 -10

3y 3.03 3.08 5

4y 3.73 3.73 0

5y 3.39 3.42 3

7y 4.11 4.12 1

10y 4.26 3.73 -53

20y 4.46 4.52 6

25y 4.02 4.73 70

Average 6.4

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


