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06-Oct-16 13-Oct-16 % Change

MSCI World 1,718.40 1,689.62 -1.67%

MSCI Europe 115.88 113.52 -2.04%

MSCI Asia-Pacific ex-Japan 456.66 443.40 -2.90%

Dow Jones Industrial Average 18,268.50 18,098.94 -0.93%

S&P 500 2,160.77 2,132.55 -1.31%

Global Equity Performance
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Global Financial Markets  

Global equities registered significant losses on the back of heightened risk-off sentiment on unfavorable global 
developments and waning optimism towards OPEC-Russia’s decision to cut oil production. US Treasuries managed to 
avoid severe losses despite the increasing expectations of a Fed rate hike in December.  US Treasuries managed to avoid 
severe losses despite the increasing expectations of a Fed rate hike in December. The US Dollar ended stronger against 
other major currencies as expectations of US Federal Reserve rate hike increased throughout the week. 

 
Global Equities 
 

Global equities registered significant losses 
on the back of heightened risk-off sentiment 
on unfavorable global developments and 
waning optimism towards OPEC-Russia’s 
decision to cut oil production. Investors were 
quick to take profit after Fed officials 
remained hawkish despite disappointing 
economic data from the United States, such 
as the below-expectations Non-Farm Payroll 
Additions. The recently released minutes of 
the Sept 2016 Fed meeting did not result in 
investor confidence as members of the 
central bank remained divided on the issue 
of Fed rate normalization schedule. 
Investors remained wary ahead of the US 
elections, which result has significant 
implications towards US domestic policy and 
the country’s relationship with the rest of the 
world.  Largest losses were registered by 
the financial sector, as sentiment turned 
sour ahead of 3Q 2016 Earnings result.    
 
US economic data remained mixed as labor 
market numbers disappoint while initial 
service sector print pointed to positive 
consumer sentiment. The US service sector survey hit 11-mo high, signaling continuous household consumption in the United 
States. Note that in 2Q, it was the sustained private consumption growth that lifted the 2Q 2016 GDP numbers. Business sentiment, 
on the other hand, hinted persistent anemic investment. These mixed economic data, as well as uncertainties surrounding the Fed 
rate hike schedule and US elections, added to the risk off sentiment of Wall Street investors.   

 
European shares retreated on persistent investor anxiety ahead of earnings announcement and concerns on fragility of European 
economy owing to Brexit and Italian referendum. The disappointing trade data from China, which is one of largest trading partner of 
the region, also contributed to risk taking.  
 
Asian equities posted the largest losses on the back of deteriorating sentiment towards the emerging markets. Confidence towards 
the economic growth of emerging markets waned off as investors question the reliability of the OPEC oil cut deal and poor Chinese 
trade data. Despite the weakness of the Chinese yuan, exports were not able to show signs of improvement. September exports, in 
US dollars, fell 10% YoY, a steep drop from prior month’s -2.8% YoY. Imports also contracted, pointing to persistent decline in 
exports in the next few months. 
 
Driven by broad risk off sentiment, MSCI World fell 1.67%. All markets registered significant decline, led by the MSCI Asia-Pacific 
ex-Japan (-2.90%).  
 

 U.S. employment growth has slowed down for a third month during September. The unemployment rate increased by 0.1% 

to 5.0%. Fed speaker said that U.S. economic data and September payrolls report were consistent with U.S. Central bank 

regarding an increase in interest rates. Fed speaker said that gradual higher interest rates are appropriate. 

 US service sector expansion was reported by the ISM for September with the non-manufacturing activity index leaping to 

51.7, an 11-month high, versus expectations of 53.0. This was also much higher than the 51.9 recorded for August. 

Generally buoyant economic conditions were likewise reported with the business activity, new orders and employment 

indices rising to 60.3 (vs. 51.8 previous month), 60.0 (vs. 51.4 previous month) and 57.2 (vs. 50.7 previous month), 

respectively. 



 

US Treasury Yield Curve

Tenor 6-Oct 13-Oct  +/- bps

3m 0.321 0.284 -3.64

6m 0.457 0.437 -2.04

2y 0.850 0.835 -1.51

5y 1.278 1.259 -1.90

10y 1.737 1.741 0.39

30y 2.454 2.477 2.30

Currencies 

6-Oct 13-Oct % Change

USD/PHP 48.285 48.340 0.11%

EUR/USD 1.1189 1.1029 -1.43%

GBP/USD 1.2706 1.2205 -3.94%

USD/JPY 103.59 103.82 0.22%

AUD/USD 0.7589 0.7552 -0.49%

USD/CHF 0.9780 0.9889 1.11%

EUR/CHF 1.09432 1.09062 -0.34%

EUR/JPY 115.91 114.5 -1.22%

 The Fed's Labor Market Conditions Index, which considers the unemployment rate, private payrolls, wages and the JOLTS 

(Job Opening Labor Turnover Survey) fell in September, losing another 2.2 points over the 1.3 point decline in August. 

 US Small Business confidence also fell in September, printing at 94.1 for the month, below expectations of 95.0 and 

August's 94.4. While recent improvements in the economy resulted in expectations of higher sales and wages for SME 

owners, actual borrowing and investments in inventory, capital goods and workers actually fell. 

 The September FOMC meeting revealed a still-divided committee with respect to deciding on the next interest rate hike. 

Members on both sides of the argument presented their case for merits and risks of acting too soon or too late, which 

include tipping the US economy back into recession or being surprised by runaway inflation forcing the Fed to abruptly 

steepen rate hike trajectory, upsetting markets. 

 The Job Opening and Labor Turnover Survey (JOLTS) fell to an eight month low of 5.44 million, down 388,000 jobs, last 

August. This disappointed expectations of 5.8 million. The weakness was reportedly stemming from a slowdown in 

professional and business services hiring, though the "quits rate" held steady at 2.1% for a third straight month. 

 In spite of the three positive factors in the US economy (which led to his support for a September rate hike), Philadelphia 

Fed President Patrick Harker thinks that the Federal Reserve will wait for the results of the November 8 U.S. presidential 

election prior to making any policy changes.  

 Initial jobless claims for the week ended Oct. 8 was unchanged at 246,000 (vs. mkt est of 253k), a four-decade low. Initial 

jobless claims have now remained below 300,000 for 84 consecutive weeks, the longest streak since 1970. Meanwhile, 

the four-week moving average slipped 3,500 to 249,250. 

Global Bonds 
 
US Treasuries managed to avoid severe losses despite the increasing 

expectations of a Fed rate hike in December. Treasuries started strongly by 

breaking a five-session losing streak, given the disappointing September 

non-farm payrolls (156k vs. mkt est. of 172k), an argument for no hike. The 

US bond market was subsequently closed due to the Columbus Day holiday. 

Upon market resumption, the Treasuries rout ensued due to firming 

expectations of a December rate hike along with chances of additional US 

Treasuries supply. Implied probability of a December rate hike based on the 

Fed-fund Futures rose to 70% mid-week. The hawkish sentiment was offset 

by the 10% decline in US$ Chinese exports, which raised the demand for safe-haven assets, along with the USD12 billion sale of 

30-year Treasury. Week-on-week, US Treasury yields fell by an average of 1.07 bps, led by the three-month and six-month 

benchmark yield, which inched down 3.64 bps and 2.04 bps, respectively. Meanwhile, the thirty-year benchmark yield jumped 2.30 

bps during the week.   

 

Currencies  
 

The US Dollar ended stronger against other major currencies as 

expectations of US Federal Reserve rate hike increased throughout the 

week. Excerpts from this week’s fedspeak include “Many members 

remarked that there were few signs of emerging inflationary pressures or 

that progress on inflation had been slow” and “a substantial majority now 

viewed near-term risks to the economic outlook as roughly balanced". 

Additional data comes from the first time unemployment benefits claims, 

now at a four-decade low and stable month on month. Further weakness for 

the Euro, specifically, came in the form of potential slowdown in ECB 

stimulus, leading to expectations of weaker Eurozone growth. Week-on-

week, the EUR/USD dipped 1.43% to 1.1029. 

 

The week ahead (October 17 – October 21) 

 

We expect volatility to continuously grip the market ahead of the US elections. US Equities and Treasuries will likely encounter 

sideways trading as markets await key data (US CPI for September) and the results of the ECB October meeting. Meanwhile, for 

the dollar, investors will continue to monitor economic and political developments. Key data to watch out for is the US Initial Jobless 

Claims for September, which will affect expectations for the December rate hike. Further strength in the US economy will improve 

the case for a rate hike increase. Furthermore, political risk surrounding US presidential elections may decline as Clinton improves 

polling numbers, potentially improving sentiment towards government securities and in the currency.  



 

 

Philippine Financial Markets 

 
The PSEi ended this week with a slight downward bias as it spent the first four days in decline with some recovery today 
as concerns of a US fed rate hike dominates investor sentiment. Yields of local government securities traded flat with a 
slight downward bias as investors favored a more neutral duration and took profit on the short-end of the curve. The peso 
continued to weaken against the dollar as investors viewed odds of a US fed rate hike higher throughout the week.  

Local Equities  

The PSEi ended this week with a slight downward bias as it spent the first four 
days in decline with some recovery today as concerns of a US fed rate hike 
dominates investor sentiment. On Monday, noise pertaining to government 
regulation (e.g. competition in telco, sugar tax, smoking ban, etc.) supported 
negative sentiment. On Tuesday, Gokongwei stocks led the decline as investors 
took profit. Mid-week was an opportunity for foreign investors to sell-off ahead of 
the fed minutes, largely ignoring the approval rating of President Duterte. Thursday 
saw more selling as uncertainty over the US fed rate hike dominated the lack of 
local catalysts. Friday’s recovery was partially attributable to positive economic 
data from China, supporting the rally in several markets. Furthermore, some 
investors may have found compelling valuations attractive for select equities.  
 
Week-on-week, the PSEi lost 188.99 points, or -2.49%, to close at 7,389.30. For the week, foreigners were net sellers at Php 2,841 
million or USD 58.63 million. Year-to-date, net foreign inflows reached Php 24.95 billion or USD 514 million.  
 

Property: 

 Vista Land & Lifescapes, Inc. (PSE Ticker: VLL) presented the Php2.2 billion Costa Vista Boracay, visualized in transforming 

into a main destination within a deluxe part of the white sand beach. With its condominium arm Vista Residences, the firm 

will expand 6.5 hectares from Boracay into a resort, which will be added with six- mid-rise residential towers, private villas, a 

hotel, a convention center and a commercial quarter. President and Managing Director Elizabeth M. Kalaw said that Vista 

Residences is using Php2.2 billion in finishing the mixed-use development by eight years. 

 DoubleDragon Properties Corporation (PSE Ticker: DD) managed to secure a deal in relation to the 70% stake  in Hotel of 

Asia (HOA) at an amount of Php832.17 million, signifying its arrival into the hospitality business. DoubleDragon Chair Edgar 

Sia II said that he is certain that with regards to the hospitality industry, it would continue to devleop within the Philippines, 

providing the firm the opportunity to widen the leasable portfolio. This is in line with their intent of generating recurring 

revenue supported by appreciating assets. 

Financials: 

 Bank of the Philippine Islands (PSE Ticker: BPI) is combining two of its thrift bank units consisting of BanKO and BPI Direct 

Savings Bank.  BPI Executive Vice President and Head of Retail Clients and BPI Family Savings Bank President Natividad 

Alejo mentioned that the company is set to extend the branch network by 100 for 2017. He also indicated that the affliation of 

both units would provide help to underserved self-employed microentrepreneurs within the Philippines. 

Industrials: 

 Aboitiz Power Corporation (PSE Ticker: AP) has stated that its unit, SN Aboitiz Power-Magat Inc., reached a deal in relation 

to a notes facility agreement with Bank of the Philippine Islands and China Banking Corporation in issuing Php19 billion fixed 

corporate notes. They also stated that these will be for the benefit of paying back their current loans and provide funds to its 

recapitalization. They also stated that it will also be used for other general corporate purposes as well. 

 Meralco (PSE Ticker: MER) declared that electricity rates will decrease for the month of October by Php0.12 per kilowatthour 

(kWh), lowering to Php8.34 per kWh. The cutback was caused by a declining trend in generation and transmission charges. 

In addition, it is the third time that the reduction occurred in relation to the overall residential rate.  

Mining and Oil: 

 Petron Corporation (PSE Ticker: PCOR) would have to meet certain requirements prior to the Php40 billion shelf offering 

towards the investing public. The Securities and Exchange Commission (SEC) agreed to the shelf registration for the 

company, but requires them to fulfill certain agreements before the sale could be put into action. The regulator also needed 

them to validate the qualification of Petron’s Independent Director Reynaldo G. David due to an ongoing case within the 

Enforcement and Investor Protection Department. 

7-Oct 14-Oct % Change

PSEi 7,578.29 7,389.30 -2.49%

Philippine  Stock Exchange  Index



 

 Semirara Mining and Power Corporation (PSE Ticker: SCC) said they stopped coal production within the Panian Pit at 

Semirara Island following the validation from the Department of Energy in the exhaustion of mineable coal reserves. The firm 

added that coal production was halted, beginning Sept. 26, 2016. SCC will commence restoring the area into good condition. 

 Nickel Asia Corporation (PSE Ticker: NIKL) recorded a double-digit decline in sales from January to September 2016. This is 

due to adverse weather conditions which postponed shipments of nickel ore as prices continue to be weak. According to the 

firm, the value of its shipments declined by 19% to Php9.94 billion, lower than Php12.32 billion in the same period for the 

previous year. 

Services: 

 Philippine Long Distance Telephone Company (PSE Ticker: TEL) seeks a gag order in opposition to the Philippine 

Competition Commission (PCC) with regards to the firm’s antitrust body review of San Miguel Corp’s Telco assets. The 

company also stated that they are fretting on the likelihood of damages and effects that may enter into the Honorable Court’s 

consideration. 

Holding Firms: 

 The Aboitiz Group aims to widen the property development in Mindanao with the help of Aboitiz Land, Inc. Jaime Jose Y. 

Aboitiz, the Executive Vice President for Power Distribution of Aboitiz Power Corporation (PSE Ticker: AP) has indicated that 

although Aboitiz Land seeks in introducing four projects within Luzon, the firm is also planning towards a development in 

Davao as well. He also mentioned that the group’s property unit is looking into several options with regards to its segments 

ranging from residential to business process outsourcing offices. 

Philippine Bond Market  
 
Yields of local government securities traded flat with a slight downward price bias as 
investors favored a more neutral duration and took profit on the short-end of the curve.  
This week was a slight reversal of last week’s shift toward lower duration securities as 
prospects of a US fed rate hike this December loomed. The short- and long-end of the 
curve rose by 44.14 bps and 7.37 bps, respectively, while the belly fell by 13.33bps. 
Positive local news such as the upgrade of GDP forecasts from S&P was not enough to 
change the negative sentiment against risky assets, with the yield curve rising 14.1bps 
on average. 
 
Philippine Peso  
 

The peso continued to weaken against the dollar as investors viewed odds of a US fed 
rate hike this December higher throughout the week. While excerpts from Fed minutes 
indicate a divergence of opinion on a rate hike for December, a substantial majority now 
viewed near-term risks to economic outlook as roughly balanced although there were 
some remarks that progress on inflation had been slow. Additional data comes from the 
first time unemployment benefits claims, now at a four-decade low and stable month on 
month. An S&P GDP forecast upgrade for the Philippines went largely ignored as 
investors focused on events in the US, particularly on its monetary policy. 

 
 The Department of Finance (DoF) has stated that Philippine inflation may reach beyond 2% for a short period of time, 

following a half-percentage point rise last month managed to fall within the BSP’s 2-4% range this year. Finance 

Undersecretary Gil S. Beltran said that for the short-term, the headline inflation rate will move past 2%. He also mentioned 

that the administration of stable prices may benefit in taking shocks to the economy while helping in managing strong 

economic growth. 

 The Philippines’ automotive and motorcycle industries have been recorded as part of the fastest growing within Southeast 

Asia. Based from the report of the Asean Automotive Federation, vehicle sales for the country was at 28.3% within the first 

eight months for this year. It also provided that car sales from January to August 2016 amounted to 229,919 units.  

 The Philippines’ automotive and motorcycle industries have been recorded as part of the fastest growing within Southeast 

Asia. Based from the report of the Asean Automotive Federation, vehicle sales for the country was at 28.3% within the first 

eight months for this year. It also provided that car sales from January to August 2016 amounted to 229,919 units.  

 Net foreign direct investments (FDI) inflow rose by 7% to $503 million for the month of July. This was an increase from 

$470 million in the year 2015.It is also higher than $238 million in the previous month and May’s $364 million based from 

the Bangko Sentral ng Pilipinas (BSP) data. The central bank has stated that the rise in year-to-date inflows was due to the 

investors’ favorable stance on the Philippine economy, supplemented by strong macroeconomic fundamentals. 

 The National Economic and Development Authority (NEDA) reported that Philippine manufacturing and imports have 

increased for the month of August. The country’s volume of production index (VoPI) increased by 13.5% while value of 

T enor 7-Oct 14-Oct  Change

1m 1.34 2.07 73

3m 1.57 1.52 -5

6m 1.40 2.05 66

1y 1.35 1.78 43

2y 2.32 2.55 23

3y 3.27 2.75 -52

4y 3.32 3.11 -22

5y 3.74 3.79 4

7y 3.49 3.65 16

10y 3.69 3.86 17

20y 4.64 4.69 5

25y 5.25 5.25 0

Average 14.1

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

production index (VaPI) went up by 8.4%. This was higher than the 2.2% VoPI and 5.8% VaPI recorded in August last 

year. Meanwhile, imports had risen by 12.2% due to a strong demand for consumer and capital goods. 

 Auto sales for the month of September have diminished by 3.1% month-on-month (MoM). In a statement made by the 

Chamber of Automotive Manufacturers of the Philippines, Inc. (CAMPI) and Truck Manufacturers Association (TMA), they 

revealed that member companies managed to sell 31,451 units for September, a small decrease from August at 32,472 

units. However, vehicle sales in September grew by 16.2% year-on-year (YoY) due to high market demand from 

contemporary models within the market. 

 The Department of Finance (DoF) aims to implement new taxes with regard to sugary drinks after evaluation of the same. 

DoF Undersecretary Antonette C. Tionko has said that the tax needs to be evaluated as they are aware that some sectors 

have placed soft drinks as a meal substitute. Meanwhile, the Philippine Chamber of Commerce and Industry (PCCI) Chief 

Operating Officer Donald G. Dee said that construction workers have used softdrinks as an energy drink. 

 Domestic trade went up closer to 40% for the second quarter driven by a rise in local consumption. Based from the results 

released for the quarter by the Philippine Statistics Authority (PSA), in relation to the “Commodity Flow in the Philippines”, 

the value of goods traded within that time amounted to Php158.71 billion, which is an increase of 39.3%. According to a 

market economist, the strong growth data was caused by election spending and favorable economic conditions, igniting 

confidence for both consumers and businesses. 

The week ahead (October 17 – October 21) 

 

For next week, we expect the PSEi to move sideways with a downward bias, should the results of the US initial jobless claims be 

stronger than expected and possibility of a rate hike improves. For next week, expect the PSEi to trade between 7,305 to 7,512. For 

the local fixed income space, we expect yields to trade sideways with some volatility depending on the results of the US initial 

jobless claims for September. Similarly, the Peso would likely remain volatile in anticipation of said US initial jobless claims and its 

effect on the likelihood of the US fed rate hike. 

 


