
 

September 21, 2015 
   
  
Global Financial Markets 
 
Global equities bounced back, despite caution due to the FOMC meeting during the latter part of the week, due to potential 
M&A deals, strong US consumption data, weak US and Germany inflation print which investors expect to lead to 
continued accommodative policies, and the delay in US rate lift-off.  Meanwhile, US Treasury prices rallied week-on-week 
as the losses for the most part of the week were completely reversed following the FOMC’s decision to keep rates steady. 
The greenback rallied briefly during the middle of the week only to close at its lowest yet since the August turmoil 
following the Fed’s decision. 
  
Global Equities 
 

Global equities closed higher during 
the week led by the strong 
performance of Asian and US 
equities, offsetting the flat movement 
in European equities. 

In the US, share prices slipped early 
in the week as the market remained 
defensive ahead of the FOMC 
meeting and potential rate hike during 
the said meeting. Market rebound was 
triggered by news on potential M&A 
deals and strong US consumption 
data. The release of US inflation data 
for August (0.1% decline in the US 
CPI which was driven by lower 
gasoline prices) cut market 
expectations for a rates liftoff during 
the September FOMC meeting. The 
delaying of the first US rate hike this 
decade was coupled with increasing 
uncertainty in the global economy, 
which was highlighted by Federal 
Reserve Chair Janet Yellen. This 
caused the markets to pare some of 
its gains during the week. Despite the 

pullback during Thursday trading, the US markets managed to rise week-on-week. 

European stocks also dropped early in the week due to weaker-than-expected inflation prints, especially in Germany. The rise in 
European auto sales and potential for M&A deals among beer brewers caused markets to rebound. But as investors remained 

defensive ahead of the FOMC meeting, the markets ended flat. 

Week-on-week, the MSCI World index gained by 1.69%. Asia-Pacific ex-Japan equities improved by 2.20%, while European stocks 
also  rose by 0.55%. The Dow Jones Industrial Average and S&P500 index advanced 2.51% and 2.20%, respectively.  
 
Economic data released for the week were mostly negative in the US, with the exception of a resilient consumption and an upbeat 

labor market, while the Eurozone released some positive prints. 

 After a slight rise of 2% in July, the US producer-price index registered unchanged (Mkt est: negative-0.1%) in August. 

Core prices (without food and energy categories) were up by 0.3% (Mkt est: +0.1%), the same as in June and July. YoY, 

overall producer prices slid 0.8% while core prices rose 0.9%. The August data  showed increase in prices for services (by 

0.4%) but decrease in prices for goods (by 0.6%). 

 The University of Michigan's September sentiment index fell to 85.7%--5.4% shy of the market estimates, 6.2% lower than 

the August register, and the lowest in twelve months. Similarly, both the current economic conditions index and the index 

of consumer expectations dipped; the former from 105.1 to 100.3 and the latter from 83.4 to 76.4. 

 US industrial production slid 0.4% in August (market estimate is a 0.2% decline)—pulled down mainly by a sharp 

weakening in motor vehicles and parts production after the spike in July. Industrial production excluding motor vehicles 

and parts remained flat throughout 2015 at a range slightly lower than the end of 2014. 

 The US CPI declined for the first time this year. The August decline of 0.1% was driver by the lower price of gasoline that 

kept inflation lower than what the Fed wanted. While the overall basket declined, food and core prices rose but only 

slightly. Sans volatile food and energy prices, the core index increased by 0.07%, the lowest print so far this year. Core 

services also helped keep the prices down as they rose ever so slightly by 0.1% which is half the YTD rate.  

10-Sep-15 17-Sep-15 % Change

MSCI World 1,625.40 1,652.88 1.69%

MSCI Europe 121.27 121.94 0.55%

MSCI Asia-Pacific ex-Japan 399.80 408.60 2.20%

Dow Jones Industrial Average 16,330.40 16,739.95 2.51%

S&P 500 1,952.29 1,995.31 2.20%
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 US consumption remains resilient as printed in the August retail sales report. Analysts are projecting that consumer real 

spending growth in the third quarter will be well above 3%. Although total retail sales did not meet expectations, the core 

“control” number slightly exceeded expectations. The control figures for July and June were also revised favorably from 

0.3% to 0.6% and 0.2% to 0.3%, respectively. 

 The US labor market is still sending a positive signal as initial and continuing claims declined. Initial claims registered 

264,000 during the week ending September 12, down by 11,000; similarly, the four-week average (down to 273,000) is 

trending sideways at a favorable level. Continuing claims printed 2.273million, down by 26,000 during the week ending 

September 5. The four-week average is also down 5,000 to 2.265 million.  

 European industrial production improved by 0.6% in July after a slide of 0.3% in June. Better than the market expectation 

of 0.3% month-on-month, the rebound was mainly driven by a rise in production of durable consumer goods by 1.3% and 

capital goods by 1.4%. Production of energy goods also grew by 3%. This positive performance amid the volatility in the 

energy component may result in a downward correction the following month. This improved industrial production print is 

consistent with the increasing confidence surveys in the sector. 

Global Bonds 
 

US Treasury yields fell for the most part of the week as mixed economic data 

releases did not point to any clear direction as to the Fed’s decision, causing 

investors to stay on the sidelines. Last Friday, the softer-than-expected 

preliminary consumer sentiment index caused yields to decline. However, the 

release of the solid retail sales figure in the US enabled yields to rebound. 

Despite the initial drop in yields following the low August inflation print in the 

US, yields continued to rise during Wednesday’s trading as investors quickly 

took profit. By the end of the week, the Fed’s decision to keep rates steady 

allowed yields to fall significantly.  

 

Week-on-week, two-year yields dropped 5.35 basis points to 0.680%, while ten-year yields eased 3.17 basis points to 2.190%. 

 

Currencies  

 
The US Dollar ended weakly against the Euro. The mid-week rally of the 

USD against the Euro, in light of the European inflation print showed 

unexpected drop in August, was a brief spell. The rest of the week was 

dominated by cautious trading as the markets anticipate the Fed’s meeting 

Thursday this week. The decision was followed by the US currency’s biggest 

dip since the August turmoil. The decline August consumer prices data on 

consumer prices data released during the week also contributed to the 

dollar’s decline. 

 

The week ahead (September 14 –September 18) 

 

This week, markets were largely driven by the expectations for the FOMC meeting, as well as views on the strength of the glob al 

economy. For the next week, we expect sideways movement ahead of the China PMI release. Although markets may rally due to 

the delay in the rate hike and lowered expectations for the occurrence of a rate hike within the year, the release of another  

underwhelming China PMI data may reverse sentiment to risk-off. We expect bond prices to rally next week in light of the Fed’s 

decision to keep rates on hold, with releases such as durable goods orders and manufacturing PMI also likely to affect the 

movement of yields. For the week ahead, there is a potential of further USD depreciation against the Euro following the Fed’s 

decision to keep the rates; however, data releases next week such as the European targeted LTRO and both the US and Europe’s 

PMI could affect the currencies’ movement.  

 

 

  

US Treasury Yield Curve

Tenor 10-Sep 17-Sep  +/- bps

3m 0.015 -0.005 -2.03

6m 0.249 0.127 -12.22

2y 0.733 0.680 -5.35

5y 1.547 1.478 -6.87

10y 2.222 2.190 -3.17

30y 2.985 3.005 2.02

Currencies 

10-Sep 17-Sep % Change

USD/PHP 46.850 46.440 -0.88%

EUR/USD 1.1191 1.1325 1.20%

GBP/USD 1.5385 1.5531 0.95%

USD/JPY 121.25 120.97 -0.23%

AUD/USD 0.7074 0.7163 1.26%

USD/CHF 0.9777 0.9686 -0.93%

EUR/CHF 1.09408 1.09695 0.26%

EUR/JPY 135.69 136.99 0.96%



 

Philippine Financial Markets 

The local equity market bucked the regional trend, even as investors remained cautious ahead of the FOMC meeting, due 
to bargain-hunting, smaller net foreign selling, and the delay in US rate hike which led to risk-on sentiment. Local bond 
prices fell for most of the week in anticipation of the FOMC meeting, with a significant recovery by the end of the week 
following the Fed’s decision to keep rates unchanged. The Peso rebounded slightly as the dollar weakened following the 
Fed’s decision not to hike rates but the increase was tempered by the net outflows in the equity market. 
 
Local Equities  
  
The local equities market rallied following market expectation and the 
occurrence of a delay in the US rate hike given the lower-than-expected US 
August inflation print and continued indications of global economic weakness. 
Turnover was unusually high given the acquisition of LRI (Lafarge Republic, 
Inc.) shares by AEV CRH Holdings, Inc. and CRH Aboitiz Holdings, Inc., which 
led to block sales of Php59 billion last Tuesday. Bargain hunting, lower net 
foreign selling, and the FOMC statement that the Fed will not be raising its rates 
yet along with an expectation of a gradual pace in hiking rates led to a shift to 
risk-on sentiment. 
 
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 Php24.5billion or US$527million. Excluding the block sales last Tuesday, net foreign selling for the week was Php456 
million. Year-to-date, net foreign outflows are at around US$821million. 

 
 

Holding Firms: 

 AEV CRH Holdings, Inc. and CRH Aboitiz Holdings, Inc. closed yesterday the purchase of Lafarge S.A. (LRI) Philippine 

assets.  This involved 88.85% of LRI's shares which are held by Calumboyan Holdings, Inc., Lafarge Holdings (Philippines), 

Inc., Round Royal, Inc. and South Western Cement Ventures, Inc. AEV CRH plans to delist LRI's shares from the Philippine 

Stock Exchange afterwards. 

 Aboitiz Equity Ventures, Inc. (AEV) is interested to participate in the bidding several PPP projects - the North-South Railway 

project (South Line), the redevelopment and operation of the Ninoy Aquino International Airport, the Light Rail Transit (LRT) 

Line 4, and the LRT Line 6 projects. AEV is said to be considering participation in rails, airports, roads, and bulk water PP P 

projects. 

 San Miguel Corp. (SMC) declared cash dividends of Php0.35 per share, which will be payable on November 4, 2015 to 

shareholders on record as of October 9, 2015. 

 Alliance Global Group, Inc. (AGI) and its subsidiaries plan a capital spending of close to Php80 billion this year, funded using 

internally-generated cash. AGI President Kingson U. Sian announced capital spending of Php65 billion for Megaworld Corp., 

Php3 billion for Emperador, Inc., Php8 billion for Travellers International Hotel Group, Inc., and Php2.7 billion for Gold en 

Arches Development Corp. 

Property: 

 Ayala Land, Inc. (ALI) reduced its 2015 capex budget from the Php100 billion it initially announced to just Php80-90 billion (-

~20%) as it embarks on spending rationalization to keep its debt manageable without affecting its projects. ALI CFO Jaime 

E. Ysmael clarified that this will mean "tighter cas h management" instead of just delaying land banking initiatives. 

Industrial: 

 Manila Water (MWC) announced that at least 155 barangays in the East Zone, especially those located at high elevations 

and those at a farther distance from its facilities will experience "lower-than-normal" water pressure starting on Monday, 

September 21, due to the intensifying effects of El Niño. However, MWC was able to partly mitigate the impact of El Niño due 

to efficiency gains in its operations such as aggressive system loss  reduction. 

Services: 

 Bloomberry Resorts Corp. (BLOOM) is set to reopen its recently-acquired casino on Jeju Island in South Korea, which marks 

the first phase of the USD15 million multi-stage refurbishment of Jeju Sun Hotel & Casino that began in May. Meanwhile, the 

second phase will be completed by December. BLOOM owns 96.23% of Jeju Sun Hotel & Casino,.10% of its ownership is 

held directly while 86.23% is held through subsidiary Solaire Korea Co  

11-Sep 18-Sep % Change

PSEi 6,911.38 7,131.91 3.19%

Philippine  Stock Exchange  Index



 

 
Philippine Bond Market  
 
On the local fixed income space, prices of government securities dropped for 
most of the week as investors remained cautious ahead of the FOMC 
meeting. Given that the July remittance print was the only significant release 
during the week, the movements in yields were primarily dictated by overseas 
data. With a mixed bag of releases from the US, the uncertainty with regard to 
the Fed’s policy rate decision caused local yields to rise from Monday to 
Thursday. However, as the Fed announced that rates were kept unchanged, 
yields significantly fell by Friday’s close. 
  
Week on week, yields fell by an average of 7.7 basis points led by the 11.6 
basis points decrease in the short-end of the curve. 
 
Philippine Peso  
 
The movement of the Peso traced the movement of the foreigners in the local 

equities market, starting the week weakly as foreigners were net sellers 

during the start of the weak. The movement is dictated by the cautious 

atmosphere that prevailed leading to the Fed’s meeting. As the foreigners 

were net buying local equities, the Peso started to rally. The exchange rate 

closed at 46.415 PHP/USD, slightly higher by  47.5 centavos or 1.01% following the USD’s weakening after the FOMC meeting’s 

outcome but the upside was tempered as the equity market closed with foreign net selling. 

 

 The government's infrastructure spending almost doubled in July. Infrastructure spending was up 92.9% from last year, 

with the biggest spenders being the DPWH and the AFP. The total amount of Php38.3 billion, however, still fell short by 

16.7% of the Php45.98 billion target. According to Budget Secretary Abad, this is part of the Aquino administration's catch -

up measure so that the departments could accelerate spending to make better use of their budgets and roll out more 

goods and services to the public in better time.  

 According to Bureau of Internal Revenue (BIR) Commissioner Kim Jacinto-Henares, the Php1.67-trillion revenue collection 

goal set by the agency for 2015 will not be met, citing that the goal was "very ambitious". Henares said during a hearing on 

the proposed budget of the Department of Finance that the target is already unlikely to be reached even with the current 

tax system. Despite Henares' statements, the Development Budget Coordination Committee set the BIR's 2016 collections 

at Php2.03 trillion, 21% higher than the 2015 goal.  

 Data from the Bangko Sentral ng Pilipinas (BSP) showed that remittances for the month of July were up slightly, missing 

consensus estimates. July remittances were at USD2.08 billion, 0.5% higher than the USD2.07 billion recorded du ring the 

prior year. The main reason for the slow growth was due to the slump in remittances from the Americas, which were down 

8.5% to USD894.31 million. On a year-to-date basis, remittances grew by 4.8% to USD14.16 billion.   

 The Department of Public Works and Highways (DPWH) is eyeing an increase in the department’s 2016 budget by almost 

a third compared to the prior year. According to DPWH Secretary Rogelio Singson, most of the Php357.9 billion proposed 

budget would be spent for highway and flood contro l projects, with Php21.1 billion allotted for the PPP Strategic Support 

Fund. Singson also mentioned that approximately Php300 billion will be saved by the government in connection with the 

projects implemented under the PPP program. 

 

The week ahead (September 21 –September 25) 

For the week, we expect any disappointing China economic data to weigh down on EMs including the Philippines, despite the del ay 
in the US rates lift-off and despite market expectations that the BSP will not change its policy rates. The PSEi is expected to trade 
between 7,000 and 7,200 with a downward bias . Furthermore, we expect bond prices to rally as investors continue to factor in the 
FOMC meeting next week, and as no policy changes are expected locally when the Monetary Board meets on the 24

th
. We also 

expect solid demand for next week’s Treasury auction, providing further support to prices. We expect the PHP to trade sideways 
next week with an upward bias in light of the possible impact of the Fed’s decision on the dollar.  

T enor 11-Sep 18-Sep  Change

1m 2.96 1.67 -129

3m 1.34 1.42 8

6m 1.48 2.21 73

1y 1.89 1.91 2

2y 3.13 2.65 -48

3y 3.08 3.10 1

4y 3.73 3.77 4

5y 3.42 3.42 0

7y 4.12 4.25 13

10y 3.73 3.73 0

20y 4.52 4.41 -11

25y 4.73 4.68 -5

Average -7.7

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


