
 

October 5, 2015 
   
    
Global Financial Markets 

Global equities continued to drop this week amid a rout in commodity prices as concerns over China remained. 
Consequently, US Treasury prices rallied week-on-week as investors preferred safe-haven assets amidst continued global 
economic uncertainty. Towards the end of this week, the US Dollar traded flat with a slight upward bias relative to the 
Euro. 
  
Global Equities 
 

Global equities slightly declined amid the 
sell-off of commodity stocks, reflecting 
continued concern over China's economy. 

In the US, S&P lost as much as 1.9% on 
Tuesday primarily driven by commodity and 
biotech stocks. Commodity prices continued 
to slump due to lingering concerns over 
China's economic slowdown. However, the 
decline was tempered by relatively positive 
news on the US economy such as Federal 
Reserve Chairwoman Janet Yellen's rather 
hawkish tone during her speech at the 
University of Massachusetts and the upward 
revision of the US's second quarter GDP 
print from 3.7% to 3.9%, resulting to 
optimism over the US economy. The US 
Conference Board also released its monthly 
consumer confidence index which showed 
that confidence increased in September.  

European stocks fell as well after the 
release of weak data on China and the 
decline in car stocks following the 
Volkswagen AG scandal. China industrial 
profits declined by 8.8% in August, adding to 
signs of weakness to the world's second largest economy. Meanwhile, Asian markets were mixed but still ended higher as 
sentiment slightly improved. In China, tax breaks on small vehicle purchases spurred hope of further stimulus policy.  
 
Week-on-week, the MSCI World index lost 0.42%, while European stocks also decelerated by 0.84%. The Dow Jones Industrial 
Average and S&P500 index declined 0.18% and 0.59%, respectively. Only the Asia-Pacific ex-Japan equities managed to gain 
1.04%. 

Economic data released for the week were mixed in the US, with the revised GDP print, consumption, consumer confidence, and 
private jobs, being positive developments, while the weak pending homes, mortgage activity, manufacturing and higher-than-
expected jobless claims, served as negative developments.  
 

 Reports from the US Commerce Department indicated a revision in the US 2Q GDP growth up to 3.9% on boost from final 

sales. The third reading for the 2Q GDP figure beat street expectations of 3.7% mostly due to growth in consumer 

spending, mainly on services like health care and transport. Consumer spending was revised up to a 3.6% growth pace 

from the 3.1% rate reported in August, buoyed by low gasoline prices and relatively higher house prices boosting 

household wealth.  

 In her speech at the University of Massachusetts titled "Inflation Dynamics and Monetary Policy", Federal Reserve 

Chairwoman Janet Yellen expressed her view that a rate hike later this year will be appropriate  if inflation remained stable, 

and if the U.S. economy is strong enough to boost employment. She noted that while this is the view of most of the FOMC 

participants, a rate hike will likely be “followed by a gradual pace of tightening thereafter”. 

 Reports from the US Department of Commerce showed that US Consumption data slightly improved, with core PCE 

inflation trend at 1.3% YoY. Both real and nominal spending increased 0.4% in August. The monthly growth figures for real 

consumption were revised up by 0.1%-pt in April, May, June, and July to 0.3%, 0.6%, 0.1%, and 0.3%, respectively.  

 The US pending home sales index fell 1.4% in August (vs. mkt est. of 0.4% and previous result of 0.5%), marking its 

second decline in the past three reported months. Since pending home sales usually become existing home sales in one 

or two months, the recent slump suggests that further declines in upcoming existing home sales figures. 

25-Sep-15 01-Oct-15 % Change

MSCI World 1,594.70 1,587.98 -0.42%

MSCI Europe 117.72 116.73 -0.84%

MSCI Asia-Pacific ex-Japan 392.66 396.73 1.04%

Dow Jones Industrial Average 16,314.67 16,284.70 -0.18%

S&P 500 1,931.34 1,920.03 -0.59%

Global Equity Performance
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US Treasury Yield Curve

Tenor 24-Sep 1-Oct  +/- bps

3m 0.000 -0.025 -2.54

6m 0.081 0.066 -1.53

2y 0.680 0.645 -3.51

5y 1.450 1.365 -8.45

10y 2.127 2.037 -8.98

30y 2.917 2.850 -6.67

 The US Conference Board consumer confidence indexed printed stronger digits than the consensus and that in August. 

The index is up to 103.0 in September from the revised August index of 101.3. This index is outperforming other 

confidence measures given its emphasis on the labor market, which has been showing improvement lately.  

 Companies in the US private sector added 200,000 jobs in September, according to the payroll processor ADP. This was 

higher than market expectation of 190,000 and August revised print of 186,000. According to Bloomberg, the ADP 

employment report is not likely to shake up the outlook for the Bureau of Labor Statistic's monthly nonfarm payroll data. 

 The ISM manufacturing survey's headline fell from 51.1 in August to 50.2 in September, lower than market estimates of 

50.6. The strong dollar and inventory correction were reported to be the potential cause of the decline. Almost all 

components were down, particularly new orders (from 51.7 to 50.1), production (from 53.6 to 51.8), employment (from 51.2 

to 50.5), and supplier deliveries (from 50.7 to 50.2).  

 Initial jobless claims increased to 277,000 during the week ending September 26 from 267,000 the previous week. This 

was higher than market estimates of 271,000. However, the four-week average for claims was still down to 271,000. 

 
Global Bonds  
 

US Treasury yields dropped for the week as investors sought safe-

haven assets following further indications of China’s economic 

weakness. Earlier in the week, however, there was a short-lived rise 

in yields brought about by Federal Reserve Chair Janet Yellen’s 

statement that a rate hike within 2015 remained reasonable if inflation 

stabilized and employment remained strong. Nonetheless, volatility in 

global markets and recent US economic data releases that offered 

opaque view of the economy spurred a risk-off stance among 

investors. 

 

Week-on-week, 10-year yields fell 8.98 basis points to 2.037%, while 2-year yields declined by 3.51 basis points to 0.645% 

 

Currencies  

 
Towards the end of this week, the US Dollar traded flat with a slight upward 

bias relative to the Euro. Late last week, an upward revision to US 2Q'15 

GDP from 3.7% to 3.9% lent support to the tone of Fed Chair Janet Yellen's 

speech that rekindled anticipation of a December Fed lift-off (vs. increasing 

talk of a postponement to 2016). Early this week, positive US consumer 

sentiment for September was reflected in the Index of Consumer 

Confidence score of 103.0 as opposed to August's 101.5, upsetting market 

estimates of as low as 97.0 only. The EUR/USD pair reversed briefly, 

Tuesday, as Germany's inflation print of 0% disappointed market's already 

modest expectations of a 0.1% rise in prices, leading to speculation that 

more stimuli was needed in the Eurozone. Mid-week, the pair traded flat 

with a downward bias on through Thursday as global investors waited for the critical US non-farm payroll result, widely believed to 

be north of 200K jobs. German PMI was also reported to have fallen 0.2 (month-on-month) for a September score of 52.3. Week-

on-Week, the EUR/USD pair fell 0.83 US Cents, or -0.74%, to close trading at the 1.1147 level.  

 

The week ahead (October 5 – October 9) 

 

This week, market volatility remained largely driven by concerns over China’s slowing economy. We expect continued volatility for 

the coming week as market players will keep its eyes on US economic data releases, such as the weekly Jobless Claims report, 

ISM non-manufacturing index, and the release of the FOMC minutes. Apart from the release of the FOMC minutes, we expect the 

currency and treasury market to react to the upcoming T-Bill and Treasury Notes auctions. For next week, expect the EUR/USD 

pair to trade sideways with a slight downward bias on a strong US labor outperformance.  

 

 

 
  

Currencies 

24-Sep 1-Oct % Change

USD/PHP 46.860 46.760 -0.21%

EUR/USD 1.1230 1.1147 -0.74%

GBP/USD 1.5269 1.5134 -0.88%

USD/JPY 119.63 120.03 0.33%

AUD/USD 0.6949 0.7071 1.76%

USD/CHF 0.9734 0.9783 0.50%

EUR/CHF 1.09316 1.09054 -0.24%

EUR/JPY 134.34 133.8 -0.40%



 

 

Philippine Financial Markets 

For the week, the local equities market dropped triggered by the heightened expectations of a lift-off in December and 
magnified by the lingering concerns on the weakness of the Chinese economy. On Net, local fixed income prices fell this 
week relative to last on positive US economic data and renewed pessimism on the performance of the Chinese economy. 
The Peso traded flat with a slight upward bias relative to the US Dollar this week on bargain-hunting, quarter-end 
rebalancing and in anticipation for US labor data.  
 
Local Equities  

  
The local equities market fell by 1.47% on Monday after Yellen's hawkish 
statements the previous week got investors dump risky assets again. The 
hawkish tone came as the Fed revised its second quarter US GDP figure from 
the second estimate of 3.7% to the third one at 3.9%. Trading was generally 
light then as market participants stayed on the sidelines as they await for 
further developments in China. For the rest of the week, we saw a lot of 
bargain hunting as the index dipped below the 6,800 level. Further rebound 
was experienced on September 30, primarily driven by portfolio rebalancing 
prior to the quarter-end close. Nonetheless, the index still ended the week 
lower as the risk-off sentiment continues. 
  
Week-on-week, the PSEi shed 66.94 points or -0.97%, closing at 6,850.61. For the week, foreigners were net sellers at Php393.15 
million or US$8.37 million. Year-to-date, net foreign outflows are roughly US$865 million. 
  

 
Holding Firms: 

 Metro Pacific Investments Corporation (PSE Ticker: MPI) said in a disclosure to the Philippine Stock Exchange that its 

subsidiary Metro Pacific Hospital Holdings, Inc. (MPHHI) is making a tender offer to acquire the remaining 63.18% of Davao 

Doctors Hospital (DDH), Inc. for up to Php1.61 billion. MPHHI currently owns 34.82% of the outstanding capital stock of 

DDH, and the offer price for the remaining shares is based on a tiered pricing. MPIC president, Jose Ma. K. Lim, said they 

are aiming to double their total hospital capacity within the next five years at a cost of about Php10 billion. 

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. 

 In a briefing, Ayala Land, Inc. (PSE Ticker: ALI) said that it expects around Php11 billion in sales from the sale of units in the 

Alveo Financial Tower. ALI subsidiary Alveo Land Corp. has sold 60% of units in the said tower at an average price of 

Php240,000 per square meter, with turnover expected in 2020.  The company plans to spend Php6 billion for the project, 

which will rise on the foundation of the former JAKA Tower. 

Financials: 

 In a disclosure to the SEC, Rizal Commercial Banking Corp. (PSE Ticker: RCB) announced that its board of directors 

approved the issuance of up to USD400 million worth of senior notes as part of its medium term note program. Also 

approved by the board was the bond exchange of the bank's USD275 million senior notes due 2017. The funds raised by 

RCB will be used for refinancing existing obligations and for funding operating requirements. 

Services: 

 According to Cebu Air, Inc. (PSE Ticker: CEB) CEO Lance Gokongwei, Cebu Pacific may start flying to Honolulu by early 

next year as soon as it procures the necessary permits. Gokongwei also mentioned that the airline company may also 

increase its long-haul flights to Australia and the Middle East. Currently, CEB uses six Airbus 330s for its long-haul routes. 

 Manny Pangilinan-led telco giant, PLDT (PSE ticker: TEL) created a US-based investment unit, PLDT Capital, to support the 

telco's plan of accelerating expansion of their digital services in the Philippines, Southeast Asia and Asia Pacific. The newly 

formed investment arm, which will be based in the Silicon Valley, will inject US$50 million this year to scout for investments 

and establish business partnerships with TEL's business units. 

25-Sep 2-Oct % Change

PSEi 6,917.55 6,850.61 -0.97%

Philippine  Stock Exchange  Index



 

Consumer: 

 In a disclosure, Max’s Group, Inc. (PSE Ticker: MAXS) announced that the SEC has approved the merger of its 11 wholly-

owned subsidiaries. After the transaction, Max’s Kitchen, Inc. will be the sole surviving entity. According to MAXS, the said 

merger will help in the streamlining and rationalization of the company’s operations. 

 
Philippine Bond Market  

 
On Net, local fixed income prices fell this week relative to last on positive US 
economic data and renewed pessimism on the performance of the Chinese 
economy. Early in the week, Janet Yellen's speech along with key 
improvements in consumer sentiment and US 2Q GDP re-statement led 
investors to favor safe-haven US Dollar and US Treasury investments. This 
continued, Tuesday, on lackluster Chinese industrial profit data. Mid-week, 
the trend reversed on quarter-end rebalancing in favor of more long-
Philippines positions given the renewed confidence in our country's short to 
mid-term prospects. On Thursday, domestic bond prices booked modest 
gains on the partial resumption of risk-on sentiment spilling over from abroad. 
By the afternoon session, however, a bias for waiting on the sidelines for the 
US September Non-Farm Payrolls data took hold. By Friday, however, bond 
prices fell again after some early buying interest in the morning session as 
investors sold on rally to rebalance risk one day ahead of the US non-farm 
payroll print.  
 
Yields rose 17.7 basis points, on average, across the length of the curve with 
the short, belly and long-ends of the curve gaining 24.29, 6.42 and 27.70 
basis points, respectively. 
 
Philippine Peso  

 
The Peso traded flat with a slight upward bias relative to the US Dollar this week on bargain-hunting, quarter-end rebalancing and in 

anticipation for US labor data. Early in the week, the pair defied upbeat US sentiment (following Janet Yellen's speech) on bargain-

hunting in the local equities market after both they and the Peso became slightly over-sold. On Tuesday, the pair briefly gave up the 

previous day's gains on disappointing Chinese industrial profits leading to renewed US Dollar strengthening vis-a-vis a broad range 

of currencies including the Peso. Mid-week, investors turned long Philippines again on quarter-end rebalancing causing the Peso to 

strengthen. On Thursday, the Peso traded flat relative to the US Dollar as investors stayed on the sidelines pending critical US and 

Euro economic data releases including inflation and labor. Also, commentary was expected from senior Fed officials that would 

color outlook on the long-awaited rate hike. At the end of the week, the USD/PHP pair rose slightly on increasing conviction that 

critical September non-farm payrolls will surprise significantly to the upside relative to consensus of 200K jobs. Week-on-week, the 

USD/PHP pair declined 10 centavos, or -0.21%, to close the week at the 46.76 level.  

 

 The Bureau of the Treasury announced that it will offer as much as Php60 billion worth of Treasury bills (T-bills) and Php75 

billion worth of Treasury bonds (T-bonds) between October and December. It will offer up to Php24 billion in 91-day T-bills 

and up to Php18 billion each in 182- and 364-day T-bills in three auctions next quarter. Meanwhile, T-bond offerings will 

have three- and five-year maturities, the issue size of which will be capped at Php25 billion per auction. 

 The Bangko Sentral ng Pilipinas (BSP) expects the inflation rate for September to be within 0.2% to 1%, due to the cut in 

power rates and the drop in rice prices. It still expects upward pressure from El Niño on food prices and utility rates in the 

upcoming months. 

 According to the data released by the BSP, the country's international investment position (IIP) improved as net liability 

declined to US$39.2 billion as of end-June from US$43.2 billion at end-March 2015. The improvement was a result of the 

decline in the total financial liabilities, which stood at US$3.5 billion, as those liabilities were revalued and some were 

redeemed. Meanwhile, the total financial assets rose by US$500 million due to the residents' increased investments in 

equity and debt securities issued by non-residents.  

 In a report, the BSP said that the domestic liquidity or M3 grew by 9% year-on-year in August to Php7.8 trillion, faster than 

the growth recorded in the prior month. On a month-on-month basis, M3 rose by 0.9%. The BSP attributed the growth in 

the domestic liquidity to the sustained demand for credit. Credits to the private sector expanded by 13% while that of the 

public sector rose by 15.2%, both faster than they prior month prints of 11.3% and 7.4%, respectively. Likewise, net foreign 

assets (NFA) grew by 8% from 6.8% on the back of robust foreign exchange inflows coming from the OFWs' remittances 

and the BPO receipts. 

 In the same report, the BSP showed that lending growth picked up for the month of August. Outstanding loans of 

commercial banks, net of overnight borrowings with the BSP, expanded by 14.1% to Php4.7 trillion, faster than July's 

T enor 25-Sep 2-Oct  Change

1m 1.56 1.68 12

3m 1.59 1.68 10

6m 1.69 1.80 12

1y 1.87 2.51 64

2y 3.13 3.36 23

3y 3.08 3.12 5

4y 3.75 3.73 -2

5y 3.42 3.49 6

7y 4.18 4.19 1

10y 3.74 3.77 3

20y 4.36 5.16 80

25y 4.68 4.68 0

Average 17.7

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

13.6% growth. Loans for production activities, which comprise more than 80% of banks' loan portfolio, rose by 13.8%. Key 

sectors that drove the acceleration continued to be the real estate (14.7%), electricity, gas, steam and airconditioning 

supply (25.6%), wholesale and retail trade, and repair of motor vehicles and motorcycles (15.5%), manufacturing (5.8%) 

and financial and insurance activities (15.3%). Meanwhile, loans for household consumption grew by 14%. 

The week ahead (October 5 – October 9) 

 

This week, we expect continued cautious and sentiment-driven trading, particularly depending on leads overseas. The PSEi should 

trade between 6,700 and 6,900 with main catalysts being the local inflation and export number, and further developments in the US 

and China. We expect bond prices to trade sideways with a downward bias on possible capital flight as Janet Yellen assumes a 

more hawkish stance, barring heightened volatility caused by China and commodity-exposed EM. For next week, expect the 

USD/PHP pair to trade sideways with a slight upward bias on a strong US labor outperformance. 

  


