
 

October 12, 2015 
   
    
Global Financial Markets 

Global equities rallied, reversing the prior weeks’ losses amid renewed speculation that the Federal Reserve would hold 
off delaying rate hikes on the basis of deflationary concerns and global economic and fiscal volatility. Conversely, US 
Treasury prices fell week-on-week as investors sold-off safe-haven assets and channeled funds back to equities. The US 
Dollar ended last week on a weak note which carried into the start of this week, largely due to the poor labor result 
released last Friday. 
  

Global Equities 
 

Global equities rallied for much of the 
week, reversing declines brought 
about by global growth concerns. The 
recovery was brought about by 
renewed speculation that the Federal 
Reserve may delay the rate hike, 
which in turn resulted in a weaker 
dollar. Investors surmised that the 
Fed would delay lift-off following 
much weaker-than-expected 
employment data, especially after the 
US non-farm payrolls report came in 
at only 142,000, much lower than the 
market estimate and the above-
200,000 average posted over the 
past couple of months.  

In the US, stocks posted strong gains 
led by sector-specific strength. 
Increases were seen in the 
healthcare, energy and commodity-
related companies, offsetting 
weakness in biotech shares. The 
weak payrolls data only fuelled the 
rally further and thus caused 
investors to adopt a risk-on 
sentiment. The rally continued on 
Thursday after minutes from the Federal Reserve’s September meeting minutes revealed that officials chose not to raise the 
benchmark Fed funds rate because it would be prudent to await further evidence of a slowing economy, and because they were 
concerned that inflation would not reach their 2% target for several years. Many of the officials acknowledged that recent global 
economic and financial developments may have increased the downside risks to economic activity somewhat. Moreover, the 
interest rate decision will depend on economy activity and inflation, though labor market conditions would soon meet one of the 
Fed’s criteria for beginning policy normalization. 

European stocks gained as well, with investors remaining bullish on expectations of further easing from central banks across the 
globe, especially after Germany released weak industrial production data. Similarly, Asian markets ended on a strong note on 
improved sentiment, taking cues from the strength in Wall Street.  
 
Week-on-week, the MSCI World index rallied 3.51%, led by Asia-Pacific ex-Japan which rose by 5.00%. European equities likewise 
increase by 5.00%. The Dow Jones Industrial Average and S&P500 index rose 2.67% and 2.28%, respectively.  

Economic data released for the week were mixed with a negative bias, underscored by a warning from the International Monetary 
Fund that the risk of a global recession was not entirely unfounded.  
 

 For the month of August, the US trade gap expanded by 15.6% to a seasonally adjusted US$48.33 billion compared to the 

market estimate of US$48 billion, reflecting a fall in exports of 1.2%. This was the lowest level since October 2012, and 

due in part to a fall in oil prices. Meanwhile, imports were up 1.2% as consumer goods imports rose.  

 According to the International Monetary Fund (IMF), a slowdown in emerging market growth is leading the economy into 

the slowest growth since the financial crisis. It further warned that there was a rising risk of a global recession as it 

downgraded its global growth forecast. For emerging markets, the IMF lowest its growth forecast to 4% in 2015, down 

0.2% from its update last July. This marks the fifth straight year of falling growth and nearly half the rate recorded by the 

IMF six years ago. Moreover, the IMF cut its projections for global growth to 3.1% from its previous forecast of 3.3% and 

reduced its prediction for global growth in 2016 by the same amount to 3.6%. 



 

US Treasury Yield Curve

Tenor 1-Oct 8-Oct  +/- bps

3m -0.025 0.000 2.54

6m 0.066 0.071 0.51

2y 0.645 0.633 -1.17

5y 1.365 1.396 3.09

10y 2.037 2.104 6.72

30y 2.850 2.940 8.98

 Growth in the service sector slowed with services PMI print came in at 55.1 for the month of September. This was lower 

than prior month reading of 56.1 and consensus estimates of 55.8. New orders and production expanded but slowed 

slightly while growth in employments was reported to be robust. 

 ISM non-manufacturing index was reported at 56.9 in September, weaker than prior month's 59.0 and consensus 

forecasts' 58.0. The reason was attributed to the slowing of new orders and business activity after an extraordinarily strong 

performance in previous months. Nonetheless, the survey's employment index increased by 2.3 points to 58.3. 

 September  nonfarm  payrolls  data  came  in  much  weaker  than  expected  at  142,000  only,  compared  to  market  

estimate  of 180,000. Moreover, revisions to the two prior months totaled 59,000. Average hourly earnings still stood at 

2.2% year-on-year, but was unchanged from the prior month. Finally, labor participation fell 20 bps to a nearly 40-year low 

of 62.4%. The drag was attributable  to  the  manufacturing  sector  still  due  to  the  weak  foreign  markets.  In contrast, 

the retail sector was quite strong, adding 24,000 jobs. Factory  orders  in  August declined  by  1.7%,  worse  than  market  

expectations  of -1.3%.  Orders  for  non-durable  goods,  fell  by 1.1%  as  weakness  in  prices  of  petroleum  and  coal  

products  persists.  Meanwhile, orders for durable goods were revised downward to -2.3%. 

 US consumer debt went up at a slower pace last August as outstanding consumer credit went up by just 5.6% YoY to 

US$16 billion. This was lower than the market estimate of US$19.5 billion. Revolving credit (which consist mostly of credit 

cards) went up by 5.3% YoY while non-revolving credit (mostly auto or student loans) rose by 5.7% YoY, the lowest growth 

since July 2012.  

 For the month of August, industrial production in Germany declined by 1.2% MoM compared to market expectation of a 

0.2% gain. The completely erased the upwardly revised 1.2% increase in July. On a per industry basis, production of 

capital goods fell by 2.1% and consumer goods slipped 0.4%.  

 The number of Americans filing applications for unemployment claims fell by 13,000 to a seasonally adjusted 263,000, 

much lower than the market estimate of 274,000 for the week ended October 3. This was the lowest since mid-July, and 

the 31st straight week that claims stayed below 300,000. 

 
Global Bonds  
 

US Treasury yields rose for the week as investors funneled funds from 

safe-haven government securities back to the stock market on the back 

of perceived delays in the rate hike following weaker-than-expected US 

economic data. Moreover, minutes of the September FOMC meeting 

sounded mostly dovish, with “several” participants expressing concerns 

about growth and inflation. Nonetheless, the US government managed 

to attract the second-highest overseas demand on the recent sale of 

USD21 Bn 10-year notes, auctioned at a yield of 2.066%.  

 

Week-on-week, 10-year yields rose 6.72 basis points to 2.104%, while 2-year yields declined by 1.17 basis points to 0.633%. 

 

Currencies  

 
The US Dollar ended last week on a weak note which carried into the start 

of this week, largely due to the poor labor result released last Friday. US 

Non-Farm Payrolls, announced late last week, were far short of the 

expected 200,000 jobs at 142,000 for the month of September. As a result, 

the EUR/USD pair rose slightly last Friday into Monday on mounting doubts 

that the Fed will start hiking interest rates this December, let alone October. 

Poor US industrial data, showing on-manufacturing and service PMI scores 

of 56.9 and 55.1, respectively, underperformed consensus of 58.0 and 55.8 

also for September, leading to back-to-back days of depreciation of the 

greenback. On Tuesday, the US Dollar rebounded on bargain-hunting and 

as Germany released data showing August industrial orders 1.8% lower 

than in July. The US Dollar again strengthened, mid-week, despite the lack of market-moving developments and as investors waited 

for "stale" FOMC minutes of the September meeting to be released. Closer to the weekend, the US Dollar's short recovery-rally lost 

steam on recently released economic data from the ECB implying the need for more stimulus action and for longer. Week-on-Week, 

the EUR/USD pair rose 1.47 US Cents, or 1.32%, to close trading at the 1.1294 level.  

 

The week ahead (October 12 – October 16) 

 

This week, the market rally was largely driven by speculations of a delay in the Fed rate hike, brought about by the weak non-farm 

payrolls report and global growth and financial markets volatility. We expect some profit-taking in the coming week, especially as 

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%



 

equities rallied the entire week.  We expect the currency and treasury markets to react to upcoming economic data releases, such 

as the consumer price index, industrial production, producer price index, and the weekly jobless claims report. For next week, 

expect the EUR/USD pair to trade sideways with a slight upward bias should interpretation of the FOMC minutes color expectations 

of a 2016 Fed liftoff.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Philippine Financial Markets 

The local equities market rallied as sentiment improved across the globe after the release of disappointing employment 
data from the US, which made investors speculate that the lift-off will be pushed further. Prices of local fixed income 
prices rose this week relative to last as investors took a risk-on sentiment following weak US labor data, which caused 
speculations of a delayed Fed rate hike. The Peso strengthened relative to the US Dollar throughout the week on poor US 
labor, industrial orders data and the trade deficit. 
 
Local Equities  

  
The local equities market rebounded strongly after weeks of decline as 
investors speculated that the Fed will delay further its first rate hike.  
 
Last Friday, US employment data came out, showing that only 142,000 jobs 
were added. Meanwhile, during the week, other economic data from the US 
such as the services PMI and ISM non-manufacturing data registered declines, 
though continued to be at decent levels. However, given mixed data results 
and uncertainty as to the health of China’s economy, bets that the Fed will not 
hike rates this year rose. Risk-on sentiment was back on as oil prices went up 
by more than 11% and the VIX index settled at less than 20. On the local front, 
inflation for the month of September was registered at a 20-year low of 0.40% which bodes well for higher consumer spending. The 
property sector (+7.66%) rallied the most as anticipation of sustained low interest rates are expected to benefit the sector. 
 
Week-on-week, the PSEi gained 288.30 points or 4.21%, closing at 7,138.91. For the week, foreigners were net sellers at 
Php566.25 million or US$12.34 million. Year-to-date, net foreign outflows are roughly US$878.19 million with US$515 million 
pertaining to the block sale of Lafarge Republic stocks.  
  
Holding Firms: 

 Metro Pacific Investments Corp. (PSE ticker: MPI) has pending inflation adjustments  amounting to four years' worth (19%) 

and six years' worth (23%) for the North Luzon Expressway (NLEx) and Manila-Cavite Toll Expressway (CAVITEX) 

respectively. However, the Toll Regulatory Board (TRB) rejected its petition to claim from the government foregoing revenues 

accumulating up to Php2.4 billion. Moreover, Manila North Tollways Corp. (MNTC), a subsidiary of MPI, has yet to be 

awarded the contract to manage, operate and maintain the Subic-Clark-Tarlac Expressway (SCTEx). 

 SM Investments Corp. (PSE ticker: SM) earmarked Php80-100 billion for capital expenditures for next year, 2016. This is 

higher than its capex budget for this year worth PHp85 billion. Management said that the planned capex does not yet include 

funds for possible acquisition or for potential infrastructure projects. SM is expanding its business as early as possible for 

them to take advantage of the Philippine economy's robust growth. 

Property: 

 SM Prime Holdings Inc. (PSE ticker: SMPH) opened its second shopping center in Cabanatuan, and 53rd mall in the country. 

SM City Cabanatuan has 154,020 sqm of gross floor area (GFA), increasing SMPH's total retail space to 6.76 million sqm in 

the Philippines. It is now 90% occupied by various tenants, including SM Store, SM Supermarket, Ace Hardware, SM 

Appliance Center, Watson's, The Body Shop, Surplus Shop and Uniqlo. 

 SM Prime Holdings Inc. (PSE ticker: SMPH) opened its second shopping center in Cabanatuan, and 53rd mall in the country. 

SM City Cabanatuan has 154,020 sqm of gross floor area (GFA), increasing SMPH's total retail space to 6.76 million sqm in 

the Philippines. It is now 90% occupied by various tenants, including SM Store, SM Supermarket, Ace Hardware, SM 

Appliance Center, Watson's, The Body Shop, Surplus Shop and Uniqlo. 

Financials: 

 East West Banking Corp. (PSE Ticker: EW) said in a disclosure to the Philippine Stock Exchange that the BSP has approved 

its entry into an insurance venture with Ageas Insurance International NV, one of Europe’s largest insurers. The BSP had 

given its go signal for the bank to infuse Php500 million in initial equity into the joint venture, which is equivalent to a 50-50 

percent partnership. The resulting new life insurance company, EastWest Ageas Life, includes a 20-year exclusive 

distribution agreement. 

Services: 

 In a disclosure to the Philippine Stock Exchange, Manila Water Company, Inc. (PSE Ticker: MWC) said its board of directors 

approved investments in its wholly-owned subsidiaries Manila Water Philippine Ventures Inc. and Manila Water Asia Pacific 

2-Oct 9-Oct % Change

PSEi 6,850.61 7,138.91 4.21%

Philippine  Stock Exchange  Index



 

of Php418 million and USD4.26 million, respectively. The additional investments will be used to fund domestic operations 

and to fund further investments in Vietnam. 

 Listed port operator, International Container Terminal Services, Inc. (PSE ticker: ICT) disclosed that it will spend only half of 

the US$530 million of its budgeted capex for this year in light of the global growth slowdown. During the first half of the year, 

ICT had spent US$136.7 million only or 26% of its total budget. Its Chairman and President, Enrique Razon, however, 

comforted that earnings may rise as new terminals begin operations. 

Industrial: 

 The Manila Electric Company (PSE Ticker: MER) announced on Wednesday that overall rates for its residential customers 

will decline by Php0.13 per kilowatt hour (kWh). This downward adjustment in power rates is mainly driven by lower 

generation charges. The company also reiterated that it does not earn from the pass-through charges, such as generation 

and transmission charges. 

 
Philippine Bond Market  

 
On the local fixed income space, prices of government securities fell this week relative to last on weak US economic data and 
renewed hopes that the Fed lift-off may be delayed. Gains made at the beginning of the week, however, were somewhat tempered 
by profit-taking and caution amid the lack of further developments in the market. On Friday, bond prices rallied somewhat as 
investors reacted positively the the mostly dovish tone of the September FOMC meeting minutes. According to the latest minutes, 
the members of the FOMC agreed that it would be prudent to await further developments before finalizing any decision to hike 
rates.  
 
Yields fell by 11.3 basis points, on average, across the length of the curve with the short, belly and long-ends of the curve declining 
by 15.30, 13.36 and 2.65 basis points, respectively. 
 
 
 
Philippine Peso  
 
The Peso strengthened relative to the US Dollar throughout the week on 

poor US labor, industrial orders data and the trade deficit. Early in the week, 

the Peso gained on the greenback thanks to the substantial US non-farm 

payroll miss for the month of September (142,000 vs. 201,000 expected). 

This reinforced market conviction of possibly no-rate hike in FY'15E, despite 

the Fed's guidance to the contrary. On Tuesday, poor US industrial data by 

way of non-manufacturing and service PMI disappointments further boosted 

the Peso. Mid-week, US trade data showed a significant widening of their 

trade deficit by USD 930 Mn. (+15.6%) to USD 48.3 Bn. for the month of 

August due to lower exports to Mexico and the EU and 3% import growth 

from Chinese goods. Local selling of USD by exporters ahead of more 

weakness helped cause the Peso to rally. On Thursday, the EUR/USD pair traded flat on slow to no news/developments and as 

investors continued to wait for market moving developments from major global economies. By the end of the week, the Peso 

appreciated once again upon release of the FOMC minutes for September on Thursday (US time). Week-on-week, the USD/PHP 

pair fell 65 centavos, or -1.39%, to close the week at the 46.11 level. 

 

 In a report, the BSP showed that gross non-performing loans (NPL) ratio of universal and commercial banks rose 

marginally in July to 1.90% of the banks' total loan portfolio (TLP) from 1.84% in June. In addition, major banks have 

maintained substantial reserves for potential credit losses at 140.15% of gross NPLs. The BSP reassured that the 

industry's gross NPLs remained manageable across various economic sectors.  

 The country’s consumer price index rose 0.4% in September, softer than consensus estimates of 0.6%, bolstering views 

that the BSP’s key policy rates will be left unchanged for the rest of the year. The increase in inflation was mainly from 

tobacco and alcoholic beverage prices. Meanwhile, utility, transport, and fuel costs slowed as global commodity prices 

remained benign. However, the BSP expects inflation to move closer to its target next year due to the impact of a stronger 

and protracted El Nino on rice prices. 

 Latest data from the Bureau of Internal Revenue (BIR) showed that excise taxes collected from “sin” products, tobacco and 

alcohol, climbed 27.3% to Php11.9 billion against August last year’s Php9.3 billion. Collections from cigarettes grew by 

31.4%, and collections from alcoholic products increased by 17.7%. Total excise tax collection for the year totaled Php77.6 

billion, up 18.5% from Php65.4 billion collected within the same period last year. 

Currencies 

1-Oct 8-Oct % Change

USD/PHP 46.760 46.110 -1.39%

EUR/USD 1.1147 1.1294 1.32%

GBP/USD 1.5134 1.5344 1.39%

USD/JPY 120.03 119.83 -0.17%

AUD/USD 0.7071 0.7188 1.65%

USD/CHF 0.9783 0.9678 -1.07%

EUR/CHF 1.09054 1.09292 0.22%

EUR/JPY 133.80 135.33 1.14%



 

 The Joint Foreign Chambers (JFC) said its members were expecting growth in Foreign Direct Investments (FDI) flow into 

the Philippines in the second half of 2015 following the release of data from the BSP showing a 40% year-on-year decline 

in net FDI inflow for the first semester. The JFC called for support from “major presidential candidates” for policies that 

would enhance foreign investor confidence in the country, such as modernization of infrastructure, and proposals to open 

the domestic economy to foreign businesses including the mining industry, reduce business costs and unburden the 

private sector of red tape and corruption. 

 

The week ahead (October 12 – October 16) 

 

This week, we expect some profit taking as the market has been up for most of the week. The PSEi should trade between 7,000 

and 7,250 with main catalysts being the local export and OFW remittances figures, and further developments in the US and China. 

We expect bond prices to trade sideways with a downward bias as they await further economic data from the US. Releases next 

week include US industrial production and the consumer sentiment index. For next week, expect the USD/PHP pair to trade 

sideways with a slight downward bias should interpretation of the FOMC minutes color expectations of a 2016 Fed liftoff. 

  


