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22-Sep-16 29-Sep-16 % Change

MSCI World 1,740.55 1,719.77 -1.19%

MSCI Europe 117.34 115.75 -1.36%

MSCI Asia-Pacific ex-Japan 455.46 455.83 0.08%

Dow Jones Industrial Average 18,392.46 18,143.45 -1.35%

S&P 500 2,177.18 2,151.13 -1.20%

Global Equity Performance
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Global Financial Markets  

The global equities market registered significant losses after concerns on Deutsche Bank financial health negatively 
affected sentiment towards global financial sector. The Asian market posted moderate gain on the back of OPEC’s 
decision to cut production. US Treasuries saw divergence between the short-end and the long-end of the curve, with 
disappointments from certain US economic data offset by the rally in oil prices given the oil production cut from the OPEC 
meeting in Algeria. The US Dollar ended mixed against other major currencies given inconsistent economic data in the US, 
offset by developments from the OPEC meeting. 
  
Global Equities 
 

Global equities, except Asian shares, fell 
on the back of intensified risk aversion 
brought by mixed US economic data and 
deterioration of sentiment towards the 
international banking sector. The 
significant drop on Deustche Bank share 
price was triggered by the US$14 billion 
demand from the US Justice Department 
due to mortgage-related probes related 
to the 2009 Global Financial Crisis. There 
were allegations on the mis-selling of 
residential mortgage-backed securities 
(RMBS). This is one of the biggest claims 
slap given that Goldman Sachs only paid 
US$5.1billion. Deutsche Bank, which has 
US$2 trillion assets, only prepared 
EUR5.4 billion (~ US$6.5 billion), half of 
the existing US Justice demand. This 
caused concerns on the financial sector 
health, given that low interest rate regime 
already hurt banks’ profitability. Losses in 
the global equities space was slightly 
offset by the appreciation on the value of 
energy names on the back of surprising 
OPEC decisions. OPEC decided to cut 
its production from existing 33.4 million 
barrels per day production to 32.5 to 33.0 
million barrels per day. Initial reports point to Saudi Arabia committing to cut production by 350,000 barrels per day. The surprising 
commitment of Saudi Arabia might have been triggered by its earlier announcement to cut the number of government employees 
after low oil prices hurt its fiscal position. The final production cut plan will be finalized in Nov 30 in Vienna. This propelled significant 
jump in global oil prices, which eventually improve sentiment towards commodity prices. Given that many economies in Asia are 
dependent in commodities, this led to the improvement in sentiment towards Asian markets.  
 
Week-on-week, all markets were in red, except the Asian market. The MSCI World Index closed at 1,719.77 (-1.19%), slightly 
erasing gains from the prior week. MSCI Europe fell 1.36%. Dow Jones Industrial Average and S&P 500 also fell 1.35% and 1.20%, 
respectively. MSCI Asia-Pacific ex-Japan rose 0.08%. 
 

 US inflation rose faster than expected to 0.2% (MoM) in August (E @ 0.1% MoM). Core CPI rose 0.3% (MoM), ahead of 

consensus estimate of 0.2% MoM.  

 Existing home sales was down 0.9% in August and was behind consensus, 5.33million versus 5.45 million; the July figure 

was also revised downward, albeit small. Meanwhile, FHFA House price index rose higher than expected in July, up 0.5%-

-beating market estimate of and June’s 0.3%. The index is up 5.8% YoY; this compares to +5.6% in June.  

 Initial jobless claims fell 8k to 252k (vs, mkt est of 261k during the week ending September 17), beating expectations and 

hitting one of the lowest figures reported in the cycle to date. 

 The Equipment Leasing and Finance Association said companies signed up for USD7.7 billion (+12% YoY) in new loans, 

leases and lines of credit last August. Nonetheless, YTD total new borrowings were down 6% YoY.  

 Private sector activity in Europe grew slower than expected as the biggest economy losses steam. The Eurozone Flash 

Composite PMI for September was at 52.6, lowest in 20 months, and lower than the 52.8 expectation of the market. 

Germany’s PMI print fell significantly to 52.7 from 53.3 in August. This was partially offset by the moderate improvement in 

France (Sept @ 53.3; Aug @ 51.9). 



 

US Treasury Yield Curve

Tenor 22-Sep 29-Sep  +/- bps

3m 0.167 0.254 8.62

6m 0.386 0.422 3.56

2y 0.770 0.734 -3.61

5y 1.164 1.117 -4.73

10y 1.618 1.560 -5.84

30y 2.335 2.277 -5.86

Currencies 

22-Sep 29-Sep % Change

USD/PHP 47.830 48.330 1.05%

EUR/USD 1.1235 1.1219 -0.14%

GBP/USD 1.3053 1.3014 -0.30%

USD/JPY 100.75 101.45 0.69%

AUD/USD 0.7659 0.7657 -0.03%

USD/CHF 0.9680 0.9704 0.25%

EUR/CHF 1.08753 1.08868 0.11%

EUR/JPY 113.19 113.81 0.55%

 US new home sales was down in August—single-family home sales was down 7.6% month-on-month to 609,000, slightly 

ahead of estimates (-8.3% to 600,000). This was following a strong July figure. Meanwhile, the median price of new homes 

was down 5.4% versus in 2015 to USD284,000.  

 U.S. consumer confidence during September, as measured by Conference Board’s consumer-confidence index, reached 

its highest level in nine years – a seasonally adjusted 104.1 (vs. mkt est: 99.0) from an upwardly revised 101.8 in August.  

 OPEC announced that its members reached an agreement to cut production from current 33.4 million barrels per day to 

32.5 to 33.0 million barrels per day. According to reports, Saudi Arabia is expected to cut 350,000 barrels a day. The 

detailed plan for the production cut will be reported on November 30 in Vienna. 

 The United States reported a better-than-expected durable goods number in August. Durable goods orders posted a flat 

growth in August, ahead of the 1.5% MoM decline that the market was expecting. Despite favorable headline, investment 

remains fragile after the July number was revised downward to +3.6% MoM from initial estimate of +4.4% MoM. 

 The United States revised its 2Q GDP to 1.4% saar in Q2, a 0.3pp revision from initial estimates. The revision came from 

the less inventory destocking and upward revision in the non-residential fixed investment than previously reported. These 

offset the downward revision to consumer spending from 4.4% to 4.3%.   

 Initial claims rose slower-than-expected by 3k to 254k (Mkte 260k) during the week ending September 24, making the 

trend in the claims data remains upbeat. The four-week average for initial claims slipped to 256k, matching the lowest 

reading to date. 

 

Global Bonds 
 
US Treasuries saw divergence between the short-end and the long-end of the 

curve, with disappointments from certain US economic data offset by the rally 

in oil prices given the oil production cut from the OPEC meeting in Algeria. 

Treasuries started strong as the disappointment in September manufacturing 

activity (which grew at the slowest pace in three months) led to lower 

expectations for a rate hike. Preliminary speculations about the OPEC 

meeting in Algeria being a non-event on the back of Iran’s non-cooperation 

which led to oil price weakness prior to the meeting conclusion, along with 

concerns on Deutsche Bank, intensified the search for safe-haven assets. 

However, with oil producers agreeing on a modest oil output curb, oil prices rallied by 7% 2 days after the meeting. This led to lower 

demand for US Treasuries, wiping out some of the gains earlier during the week. Week-on-week, US Treasury yields fell by an 

average of 1.3 bps, led by the ten-year and thirty-year benchmark yield, which inched down 5.84 bps and 5.86 bps, respectively. 

Meanwhile, the three-month yield jumped 8.62 bps during the week.  

 

Currencies  
 

The US Dollar ended mixed against other major currencies given inconsistent 

economic data in the US, offset by developments from the OPEC meeting. 

While manufacturing data disappointed, US consumer confidence reached its 

highest level since the Global Financial Crisis, which caused volatility in the 

USD. Initial concerns about Deutsche Bank following the USD14-billion fine, 

along with disappointing economic data in the Eurozone, were offset by the 

possibility that the German bank will get to decrease the fine, as well as the 

bullishness in oil prices following the oil output cut from the OPEC meeting. 

The Japanese Yen was dragged by news of the OPEC agreeing to an oil 

output curb, as appetite for safe-haven assets fell. Week-on-week, the 

EUR/USD dipped 0.14% to 1.1219, while the JPY slipped vis-à-vis the USD, 

losing 0.55% to 101.45. 

 

The week ahead (October 3 – October 7) 

 

Global share prices are more likely to trade in a range ahead of the US labor market data. Downside risks, however, remain as 

investors remained cautious ahead of the US election and further deterioration of the sentiment towards the banking sector. 

Meanwhile, for US Treasuries and the dollar, the market will continue to monitor economic and political developments in the US. 

Key data to watch out for is the September non-farm payroll data, estimated to reach 175k (vs. prior figure of 151k), which will affect 

expectations for the December rate hike. For the December meeting, the market-implied probability of a Fed rate hike fell from 

58.6% to just 52.7%.  



 

 

Philippine Financial Markets 

 
The PSEi closed the month on a lower level both week-on-week and month-on-month as gains in the last three days 
proved insufficient to compensate for losses as investors sold-off to lock-in profits and in light of non-economic risks. 
Yields of local government securities fell on average, driven by the continuation of strong demand on short-tenored 
securities, with volume remaining weak given the lack of major local economic developments. The peso continued to 
weaken against the dollar as foreign selling continued in the local equities market due to a combination of non-economic 
risks and some concerns on the softness of economic data like growth in OFW remittances and uptick in expected deficit. 

Local Equities  

The PSEi closed the month on a lower level both week-on-week and month-on-
month as gains in the last three days proved insufficient to compensate for 
losses as investors sold-off to lock-in profits and in light of non-economic risks. 
The week ushered in losses as investors grapple with justifying the premium 
valuation of the Philippines given the noise both on the domestic and 
international fronts. Risky assets fell out of favor as offshore uncertainties—most 
notably the upcoming US elections and global brand Deutsche Bank being 
saddled with hefty fines—drove investors to safe-haven assets. The tide turned 
mid-week, at least for the local stock market, as the decision of the OPEC to cut 
rates encouraged risk-taking. The technical rebound following the sell-down in mining and oil also helped pare down early-week 
losses. The spell of foreign selling, 19 out of 21 trading days, was also broken during the week. However, the positives proved 
inadequate to erase losses both for the week and for the month. September saw as much as USD264.68 million of foreign outflow. 
 
Week-on-week, the PSEi lost 93.87 points, or +1.22%, to close at 7,723.6. For the week, foreigners were net buyers at Php3.7 
billion or USD76.2 million with the inflows being boosted by a one-time purchase of URC stocks in light of the company’s recent 
acquisition. Year-to-date, net foreign inflows amounted to Php35.1 billion or USD750.9 million.  
 
Holding Firms: 

 

 According to Chairperson Manuel V. Pangilinan, Metro Pacific Investments Corp (PSE ticker: MPI) is interested in the 

Php74.6-billion NAIA public-private partnership (PPP) project. The bid terms of the project has been approved by a panel 

headed by President Duterte and composed of different agencies. MPIC is also targeting to complete the construction of 

North Luzon expressway to South Luzon Expressway connector road which is regarded as the first public-private partnership 

project awarded by the Duterte administration. According to MPIC Chariman Pangilinan, the faster pace of the completion 

would provide convenient travel to motorists. MPTDC and MNTC were aiming to open Section 1 for the connector road for 

operations by 2020 

 SM Supermalls joins the global brands list in the Philippines according to The World Branding Forum (TWBF). This "Brand of 

the Year" award put SM Supermalls alongside 21 countries who won the award as well. According to Rowles, TWBF's 

chairman, the forum aims to advance the standards, skills, and education of the branding community for the good of the 

industry and consumers. In addition, TWBF selects awardees through brand valuation (30%), public online voting (30%), and 

consumer market research (40%).  

 Eagle Cement Corp, a subsidiary of San Miguel Corporation, reported that it will invest US$300 million to build a cement 

plant in Davao City. The projected capacity of the plant is 2 million tons or 50 million bags a year. 

 As part of a 50-billion bond issuance shelf registration with the  SEC, SM Investments Corp (PSE ticker: SM) applied to the 

regulator a Php20-billion, seven-year local bond offering domestically. The offering will amount to Php15 billion with  option to 

add Php5 billion with the proceeds to be used in refinancing and investments and acquisitions. The bonds are rated PRS 

Aaa  with a stable outlook by Philratings.  

 Alliance Global Group, Inc. (PSE ticker: AGI) plans to invest at least Php150 billion in capital expenditures for this year and 

the next. This is more than half of the actual Php270 billion spent in the last six years. AGI set aggressive expansion plans 

up to 2020 in light of the government's thrust to push government investments to the Visayas and Mindanao. AGI plans to 

expand its BPO offices, tourism-geared projects and retail to what AGI's CFO said is the "sleeping giant". AGI's subsidiaries 

comprise Megaworld Corp. (PSE ticker: MEG), Travellers International Hotel Group, Inc., and Golden Arches Development 

Corp. 

Services: 

 President Duterte has rescinded his stance against online gambling in which he influenced Philippine Amusement and 

Gaming Corp. (PAGCOR) to notify gaming sites to resume operations. Leisure & Resorts World Corp. (LRWC) and also AB 

23-Sep 30-Sep % Change

PSEi 7,723.60 7,629.73 -1.22%

Philippine  Stock Exchange  Index



 

Leisure Exponent, Inc. (ABLE) has resumed operations after they breached the required distance from schools, churches 

and other institutions. In addition, PAGCOR emphasized that their approval of their location requirement exemption lasts until 

the expiration of their respective licenses.  

 PLDT, Inc. (PSE ticker: TEL) has partnered with 15 brands under retail and entertainment business to provide consumers 

with wider access to content providers. These brands include ABS-CBN's iWant TV, Netflix, Amazon, Alcatel, Sony, D Link, 

Huawei, Microsoft, iflix, Roku, Inc., Cignal, Familu Zone, Fox, Intel, and PayMaya. Mr. Pangilinan, PLDT Chairman, 

President, and CEO, says there are no plans to partner with GMA Network so far.  

Property: 

 SM Prime’s allocation for malls and residences amounts to P70Billion for capital expenditures. In the first six months, SM 

Prime opened SM San Jose Del Monte and SM Trece Martires. They are also targeting to open SM Cherry Congressional 

and SM East Ortigas including the expansion of SM San Pablo and SM Molino before the end of the year. SM is also 

planning to expand in provincial areas even looking at expanding in third-tier cities in China. SM Prime’s target includes a 

realization of P32 billion profit.  

Philippine Bond Market  
 
Yields of local government securities fell on average, driven by the continuation 
of strong demand on short-tenored securities. Trading volume remaining weak 
given the lack of major local economic developments. Tendered amount for the 
T-bills reached 52.48 billion with bid to cover ratio was at 2.62x; this reinforced 
strong demand for short-tenored securities, which was also driven by the 
prevailing risk-off sentiment for majority of the week. There was also very low 
market volume due to lack of signficiant local catalysts, and mixed 
developments abroad.  
 
Yields fell by an average of 4.2 bps led by the decline of 40.87bps in the short-
end. The belly and long-end meanwhile rose 8.63 bps and 24.46 bps, 
respectively.  
 
Philippine Peso  
 

The peso continued to weaken against the dollar as foreign selling continued in 
the local equities market due to a combination of non-economic risks and some 
concerns on the softness of economic data like growth in OFW remittances and 
uptick in expected deficit. The foreign selling continued for 25 straight days, the 
longest streak since 1999, prior to the run being snapped last September 29. 
Strong net foreign buying during September 30 due to block sale related to URC’s recent acquisition of an Australian snack 
company offset the net foreign selling seen during the first three days of the week, with the foreign flows at USD76.22 million or 
Php3.7 billion inflows.  

 
 Bangko Sentral Ng Pilipinas (BSP) states that fundamentals are strong despite market sentiment. BSP Governor says that 

prevailing uncertainty of the US Federal Reserve Rate hike will continue to influence global markets, alongside strong 

foreign currency demand among corporates. BSP officials announce that market participants should not get carried away 

by the negative market sentiment, the Philippine Peso is still gaining competitiveness. 

 The BSP Term Deposit Facility auction continued to be oversubscribed after it received Php206 billion, 2.28x of the Php90 

billion offering. The 7-day paper fetched 2.5% average bid yield. The 28-day paper received 2.5438% average bid yield, 

slightly higher than the 2.528% yield in the Sept 21 auction. 

 According to the Department of Transportation (DoTr), they will build a single common station that would link the three 

major rail systems between SM North Edsa and Trinoma which has an access to EDSA. It will be convenient for train 

commuters because they are planning on connecting LRT Line 1, MRT Line 3 and the planned MRT Line 7. DoTr is 

scheduled to sign the memorandum of understanding for the station with LRTA, SM Prime Holdings, Inc., Universal LRT 

Corp., Light Rail Manila Consortium, North Triangle Depot Commercial Corporation represented by Ayala Land. Inc. and 

the DPWH. 

 BSP strives for the review of the agri lending law which requires all banks to set 25% of their total loan portfolio for the 

benefit of the farming sector so that banks can improve compliance. The BSP noted general failure among big banks to 

meet the requirements of the law which meant the banks resulted to paying the fines instead of giving 25% of their loan 

portfolio to the farming sector. According to the Deputy Governor Nestor A. Espenilla, Jr., the operational problems 

attached to the law should have proper time to review so it can properly be implemented. 

T enor 23-Sep 30-Sep  Change

1m 1.53 1.42 -11

3m 2.75 1.59 -116

6m 1.54 1.29 -25

1y 2.12 2.01 -11

2y 2.24 2.29 5

3y 3.21 3.29 8

4y 2.88 2.88 0

5y 3.45 3.63 18

7y 3.36 3.45 9

10y 3.57 3.65 7

20y 3.99 4.65 66

25y 5.25 5.25 0

Average -4.2

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

 Public debt as a portion of gross domestic product (GDP) for the first half of 2016 was 35.4%, this compares to 36.1% last 

year, according to data from the Department of Finance. In nominal terms, debt amounted to Php4.889 trillion on end-June 

of which domestic borrowings amounted to Php2.836 trillion with the remaining sourced abroad. The Philippines has been 

trimming public debt, contributing to the investment grade rating of the country. 

 The BSP is keeping a close watch on the borrowings of local government units (LGUs), as well as government owned and 

controlled corporations (GOCCs). The circular BSP Governor Amando Tetangco Jr. had issued laid down the guidelines in 

the processing for Monetary Board opinion on the monetary and balance of payments (BOP) implications of proposed 

domestic borrowings by government entities. From this, the LGUs as well as borrowing government entities including 

GOCCs, LWDs, and SUCs would be informed in writing of the Monetary Board’s decision in its request for opinion. 

 According to BSP Governor Amando M. Tatangco, Jr., their forecast suggests that the inflation in September will settle in 

the range of 1.6-2.4% which is roughly the same range in the past three months because of lower power costs and a state-

imposed price freeze on basic good likely to offset higher prices of cooking gas such as LPG and the impact of a weaker 

peso. 

 The International Monetary Fund (IMF) and Asian Development Bank (ADB) increased the 2016 GDP forecast for the 

Philippines from 6.0% to 6.4%, given the country's resiliency to external headwinds, and tailwinds from strong domestic 

demand and low commodity prices. For their 2017 estimates, the IMF hiked their forecasted GDP to 6.7% (from 6.2%) 

given higher public spending, while the ADB also hiked its forecast to 6.2% (from 6.1%) with the upside smaller due to the 

tapering of the boost from the election spending. 

 October power rates may rise as the steep peso depreciation may increase generation charge in peso terms from the 

importation of fuel and coal. Meralco's head of utility economics Larry Fernandez also added that cost increases may 

come from increase in coal prices in the world market. 

The week ahead (October 3 – October 7) 

 

For next week, we expect the Philippine stock market to continue being swayed by sentiment-driven flows. We expect the index to 

find floor at 7,300. For the local fixed income space, investors will continually take hint from global developments, along with data 

releases locally such as the September inflation. The peso would likely remain volatile if non-economic risks and the resulting net 

foreign outflows in the local equities market continue. 


