
 

September 28, 2015 
   
  
Global Financial Markets 
 
Global equities erased all gains from last week following the September FOMC meeting where the Fed decided to keep 
rates unchanged, weaker-than-expected Chinese manufacturing PMI figure, and the Volkswagen AG cheating scandal. 
Meanwhile, US Treasury prices generally rallied week-on-week as investors flocked to safe-haven assets following the 
increase in global economic uncertainty. Similarly, the greenback recovered this week after it fell last week following the 
delay in rate hike. 
  
Global Equities 
 

Global equities slumped during the week on 
the back of weaker-than-expected 
manufacturing data figures for the US, China, 
and the Eurozone, and as market players 
reacted to the results of the September 
Federal Open Market Committee (FOMC) 
Meeting. 

In the US, share prices slipped early in the 
week as the market factored in the Federal 
Reserve’s decision to keep interest rates 
close to zero in its September FOMC meeting 
citing the need for further evidence of 
sustained economic growth in the US amid 
the global market volatility currently. As the 
week progressed, news on Hilary Clinton’s 
comments regarding public healthcare put 
pressure on biotech firms as well. Market 
rebound mid-week was mostly a result of 
bargain hunting ahead of the US 
manufacturing data and as key Federal 
Officials’ statements of optimism regarding the 
US economy renewed investor confidence in the US. Markets quickly erased gains following release of the worse-than-expected 
September Chinese manufacturing PMI figure that came in at 47.0, missing estimates of 47.5. This triggered a global sell-off once 
again as it highlighted the weakness in the world’s second largest economy.  

European stocks also dropped for most of the week following the Volkswagen AG cheating scandal, which put downward pressure 
on automakers globally and amid a weaker-than-expected Eurozone manufacturing PMI. Market players took positions toward the 
end of the week, as bargain hunting ensued. Meanwhile, Asian markets were volatile for most of the week, as Asian equities mostly 
tracked movements in Wall Street. 

Week-on-week, the MSCI World index lost 3.40%. Asia-Pacific ex-Japan equities tumbled 3.64%, while European stocks also 
decelerated by 4.08%. The Dow Jones Industrial Average and S&P500 index declined 2.06% and 2.38%, respectively.  
 
Economic data released for the week were mixed in the US, with the housing price index and applications for US home mortgages, 

along with pronouncements by four Federal Reserve officials,  being positive developments while the flat PMI reading (at a 22-week 

low) and decline in existing home sales serve as negative developments. In Europe, the cheating scandal faced by Volkswagen AG 

offset the optimism from the Greek election results.  

 Reports from the Mortgage Bankers Association showed that applications for U.S. home mortgages rose last week as both 

purchase and refinancing applications climbed. The Association said its seasonally adjusted index of mortgage application 

activity, which includes both refinancing and home purchase demand, rose 13.9 percent in the week ended Sept. 18.  

 The flash reading of the September US Markit manufacturing PMI was unchanged from August at 53.0, slightly above the 

consensus reading of 52.8. 

 Cheating with respect to US vehicle emission tests may affect around 11 million of Volkswagen AG's cars around the 

globe as investigations of its diesel models multiplied. It would set aside EUR6.5 billion (USD7.3 billion) in its Q3 accounts 

to cover the potential costs of this scandal. 

 The FHFA house price index rose 0.6% in July (vs. mkt. estimates of 0.4% and prior figure of 0.2%) with the increase due 

to the recovery of the housing market along with limited available inventory for sale and a lower share of distressed sales 

in the market. 

 Atlanta Fed President Dennis Lockhart echoed the sentiment of three other Federal Reserve officials (St. Louis Fed 

President James Bullard, Richmond Fed President Jeffrey Lacker, and San Francisco Fed President John Williams) that a 

rate hike within 2015 is still appropriate. He added that he is "comfortable enough" with inflation to initiate a hike. 



 

 US August existing home sales fell by 4.8% to reach just 5.31Mn (vs. mkt est. of 5.5Mn, and prior month figure of 5.59Mn). 

Recent weakening in the related pending home sales data led to expectations of a decline in existing home sales although 

the figure is still weaker than expected. 

 Greece PM Alexis Tsipras secured another election victory, even after he yielded to further austerity demands of other 

European leaders. Syriza got 35.5% of the vote, according to an official projection by the Interior Ministry based on more 

than half of votes counted. However, with Syriza expected to fall short of a majority in the 300-seat parliament, Tsipras will 

likely negotiate with the same coalition partner as before. 

 Three Federal Reserve officials, namely St. Louis Fed President James Bullard, Richmond Fed President Jeffrey Lacker, 

and San Francisco Fed President John Williams, argued that a hike in interest rates is still warranted this year, given the 

declines in unemployment and other US economic gains which they think should outweigh headwinds from slower growth 

abroad and volatile financial markets. 

Global Bonds  
 

US Treasury yields fell during the week as investors adopted a risk-off 

stance. US Treasuries rallied despite pronouncements from four Federal 

Reserve officials that a rate hike within 2015 remains appropriate, and 

despite disappointing US PMI and existing home sales data. The weak China 

PMI print along with continued weakness in the Eurozone exacerbated 

concerns on the strength of global economies, which increased appetite for 

US Treasuries.  

 

Week-on-week, although two-year yields bucked the trend (along with the three-month tenor) by rising by 1.98bps to 0.699%, ten-

year yields eased 4.06 basis points to 2.150%. 

 

Currencies  

 
The US Dollar ended stronger against the Euro and other major currencies 

as it recovered from the decline last week brought about by the delay in the 

anticipated Federal Reserve rate hike. The EUR/USD pair reached 1.1159 

due to the disappointing economic data, and the Volkswagen AG scandal 

which dragged the equities market. However, it strengthened earlier, amid 

ECB President Mario Draghi's statement that the central bank "stands ready 

to expand its program of quantitative easing" (QE). The market expected a 

more explicit statement from Draghi regarding the expansion of the Euro 

QE program. The US Dollar advanced 1.45% week-on-week against the 

Euro, 1.40% against the Pound Sterling, and 0.60% against the Yen. 

 

The week ahead (September 28 –October 2) 

 

This week, markets were largely driven by the results of the September FOMC meeting, weaker-than-expected Chinese 

manufacturing PMI, and the Volkswagen AG cheating scandal. We expect more volatility for the coming week as market players 

move ahead of Janet Yellen’s speech, economic data releases in the US, and developments in China. Currency and treasury 

market movements will also get cues from Federal Reserve Chair Janet Yellen’s speech on September 24 as well as any stimulus 

measures to be introduced by China. We expect bond prices to continue rallying next week as risk-off sentiment is likely to continue 

barring any major China stimulus or surprise in Yellen’s speech.  For the week ahead, there is a potential of further USD rally 

against the Euro as the greenback is seen as a safe-haven asset, and as more details of the expansion of Euro QE program is 

unveiled.  

 

 

 
  

US Treasury Yield Curve

Tenor 17-Sep 23-Sep  +/- bps

3m -0.005 0.005 1.02

6m 0.127 0.087 -4.07

2y 0.680 0.699 1.98

5y 1.478 1.447 -3.10

10y 2.190 2.150 -4.06

30y 3.005 2.945 -6.02

Currencies 

17-Sep 23-Sep % Change

USD/PHP 46.440 46.830 0.84%

EUR/USD 1.1325 1.1161 -1.45%

GBP/USD 1.5531 1.5313 -1.40%

USD/JPY 120.97 120.24 -0.60%

AUD/USD 0.7163 0.7049 -1.59%

USD/CHF 0.9686 0.9761 0.77%

EUR/CHF 1.09695 1.08951 -0.68%

EUR/JPY 136.99 134.2 -2.04%



 

 

Philippine Financial Markets 

For the week, the local equity market succumbed to negative sentiment towards emerging markets following the release of 
the disappointing Chinese PMI. Local bond prices rallied in light of investors’ appetite for safer assets as negative 
sentiments prevail in the market. The Peso weakened against the dollar as risk-off sentiments toward emerging markets 
prevailed. Net outflows in the equity market and the rally of the dollar also contributed to the decline. 
 
Local Equities  

  
The local equities market fell week-on-week in light of the resurging risk-off 
sentiment in emerging markets following the miss in the Chinese manufacturing 
PMI. Despite rallying the prior week in light of the Fed’s decision not to raise 
rates, investors quickly took profits on their positions, causing the PSEi to 
slightly dip at the beginning of the week. The PSEi further dropped after the soft 
Chinese PMI print, with no recovery at the end of the trading week.  
 
Week-on-week, the PSEi slipped 206.44 points or 2.90%, closing at 6,917.55. 
For the week, foreigners were net sellers at Php2.35 billion or US$50 million. 
Year-to-date, net foreign outflows are roughly US$857 million. 

 
 

Holding Firms: 

 San Miguel Corporation (PSE Ticker: SMC) is eyeing a third runway and a new budget carrier terminal at the Ninoy Aquino 

International Airport (NAIA). According to SMC president Ramon Ang, the company will likely submit an unsolicited proposal 

to the next administration given that the Department of Transportation and Communication has not been receptive to prior 

proposals for the design of the said runway.   

 DMCI Holdings, Inc. (PSE Ticker: DMC) announced that it has completed the sale of its 25% stake in Private Infra Dev Corp 

(PIDC) to the infrastructure arm of San Miguel Corporation (SMC). PIDC is the concessionaire of the Tarlac-Pangasinan-La 

Union Expressway (TPLEx). After the Php1.83 billion transaction, SMC’s stake in the TPLEx increased to approximately 

70%. 

 Metro Pacific Investments Corp. (PSE Ticker: MPI) completed a deal to acquire CII Bridges and Roads Investment Joint 

Stock Co. (CII B&R), an infrastructure developer based in Vietnam. Through its subsidiary Metro Pacific Tollways 

Corporation (MPTC), MPI now owns 45% of the outstanding capital of the Ho Chi Minh-based company via equity and 

convertible debt. CII B&R currently operates five toll road and bridge projects, with two projects under construction and 

another one in the pipeline. 

Property: 

 In a disclosure, SM Prime Holdings, Inc. (SMPH) announced that its board of directors approved the issuance of fixed-rate 

Peso retail bonds worth Php15Bn, with an oversubscription option of up to Php5Bn. The bonds to be issued will have 

maturities of 5.25 and 10 years, with the proceeds to be used for refinancing current obligations and funding capital 

expenditures. 

Industrial: 

 In a disclosure, Aboitiz Power Corp (PSE Ticker: AP) announced that it will be acquiring a 49% stake in an Indonesian power 

plant. AP’s wholly-owned subsidiary AboitizPower International Pte. Ltd. entered into an agreement with PT Medco Power 

Indonesia for the exploration and development of a potential 2x55 MW greenfield geothermal plant in East Java. This marks 

AP’s first foray into overseas power generation projects. 

Services: 

 GMA Network Inc. (PSE Ticker: GMA7) filed a complaint against SkyCable, the cable business of ABS-CBN Corp. (PSE 

Ticker: ABS) for reportedly disrupting the former's signal. In a letter to the National Telecommunications Comission (NTC), 

GMA said that numerous complaints from SkyCable subscribers were submitted in connection with the signal disruptions 

during its noontime show Eat Bulaga. The network asked for the NTC to take the appropriate administrative action against 

SkyCable. 

 

17-Sep 24-Sep % Change

PSEi 7,123.99 6,917.55 -2.90%

Philippine  Stock Exchange  Index



 

Philippine Bond Market  
 

On the local fixed income space, prices of government rallied as yields 
dropped almost all throughout the curve. Locally, the week saw the 
government rejecting all bids during its paper auction, but the increase in the 
rates brought by this was erased as investors preferred safer assets following 
Chinese industrial production data that disappointed expectations and as 
doubts on emerging markets situation persist. 
 
Week on week, yields fell by an average of 14.7 basis points led by the 33.2 
basis points decrease in the short-end of the curve. 
 
Philippine Peso  
 
The peso depreciated against the US dollar as investors sought safety in the 

greenback following continued risk-off sentiments towards emerging markets 

following China’s release of the PMI data this week. The USD also recovered 

a little after last week’s decline, the reaction to the Fed delaying the hike. 

Locally, foreigners were net selling in the local equities, further dampening 

the peso’s strength. The exchange rate closed at 46.860 PHP/USD, slightly 

higher by 44.5 centavos or 0.96% than the opening. 

 

 The Department of Transportation and Communications (DOTC) cleared five groups to participate in the Php108-billion 

public-private partnership (PPP) projects for airport contracts. The approved consortiums included San Miguel Corp., 

Metro Pacific Investments Corp., Aboitiz Equity Ventures, Megaworld Construction Corp., and Filinvest Land Inc., along 

with their respective foreign partners. The winning consortiums for each bundled project will handle the operations and 

maintenance of the regional airports for 30 years.  

 Bids were too high in The Bureau of Treasury's (BTr's) auction yesterday, leading the government to reject them all. The 

3.773% bid for 10-year papers was only a bit higher than the 3.725% secondary market yield. The offer was also 

unsubscribed, resulting in tenders of only Php13.371 billion of the Php25 billion offer. The government intended to issue up 

to Php135 billion this quarter locally and has awarded securities in earlier auctions. This auction was the last one for the 

quarter. 

 ADB trimmed its Philippine growth forecast for 2015 to 6%-- 0.3% down from March and July estimates. The bank cited 

government underspending that  dampened growth prospects. But the 6.3% growth forecast for 2016 remains intact as 

public spending improves, election boosts consumption and oil prices remain low. Risks of slow growth in China and large 

industrial economies weighing down exports and investments are still present but the bank credited solid macro 

fundamentals and robust banking sector as mitigants. 

 Preliminary data from the Philippine Statistics Authority (PSA) showed imports of goods printing double-digit growth for two 

months in a row. The government expects this to further boost the growth of investments and household consumption in 

the third quarter of 2015, offsetting weak export revenues dampened by global demand. July imports printed $6.5 billion, 

16.9% more than July 2014’s $5.56 billion. Year-to-date growth, however, is flat at $37.23 billion, only 0.1% up from last 

year’s comparable period. The government set import growth target for the year at 1%. China, the US and Japan were the 

biggest sources at 19.1%, 12.9% and 10.9%, respectively.  

The week ahead (September 28 –October 2) 

For the coming week, we expect local markets to track movements overseas given the lack of economic data releases domestically. 
Yellen’s speech later during the week could affect local markets early next week. Furthermore, anticipation of the US September 
non-farm payroll print and unemployment rate could also cause investors to position ahead of the releases. The PSEi is expected to 
trade between 6700 and 6900 with a downward bias. We expect bond prices to rally as investors seek safer assets in response to 
the weak Chinese data unless it brings major positive price stimuli and Yellen assumes a more hawkish approach. In light of the 
expected USD rally, we expect the PHP to trade downwards barring any strong positive local mover that would cap the continuing 
dollar outflow from foreign selling. 

  

T enor 17-Sep 24-Sep  Change

1m 3.06 1.56 -151

3m 1.43 1.59 16

6m 1.70 1.69 -1

1y 1.84 1.87 3

2y 3.25 3.13 -12

3y 3.15 3.08 -8

4y 3.76 3.75 0

5y 3.43 3.42 -1

7y 4.19 4.18 0

10y 3.78 3.74 -4

20y 4.49 4.36 -12

25y 4.74 4.68 -5

Average -14.7

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


