
 

October 19, 2015 
   
    
Global Financial Markets 

Global equities ended the week mixed while US Treasuries rallied, as investor sentiment was weighed down by a number 
of downbeat economic data from across the globe. Declines in equities were somewhat reversed by hopes of a post-2015 
Fed lift-off, and more liquidity from the PBOC. The US Dollar fell relative to the Euro towards the end of this week, despite 
firmer inflation last month, on increasing likelihood of a 2016 Fed liftoff. 
  
Global Equities 
 

Global equities were mixed for the 
week as investor sentiment was 
weighed down by a number of 
downbeat economic data from 
across the globe, as well as 
disappointing corporate earnings 
results in general. Key data releases 
during the week revealed trade and 
inflation weakness from China, 
weak investor sentiment from 
Germany, and over-all lackluster 
consumption and manufacturing 
growth for the US. Meanwhile, 
speculations of a delay in the Fed 
rate hike given dismal US data 
served to mitigate losses in stocks. 

In the US, stocks posted strong 
gains on October 16 as asset prices 
rebounded on climbing crude oil. 
However, most of the gains were 
erased Monday onward as caution 
ahead of corporate earnings results 
prevailed, and as a number of 
largely underwhelming economic 
data were released. Statements 
from various Federal Reserve 
officials did little to clear things up, 
especially as to when the inevitable 
rate hikes would actually occur. US inflation came in during the week as well, slightly better than estimates but still at 0% YoY. This 
ultimately caused stocks to rally on Thursday (recovering from prior losses early on) as investors speculated that the odds of a post-
2015 Fed rate hike were ever increasing. 

European stocks were down as well, dragged by a weak business sentiment index from Germany and disappointing trade and 
inflation data from China. These fanned global growth concerns and drove investors away from riskier assets. Asian shares mostly 
mirrored the losses in Europe and Wall Street, especially since weakness in Chinese economic data brought about fears that GDP 
growth in the world’s second-largest economy would once again disappoint, even lower than the downward revisions. However, a 
rally in Chinese stocks brought about by a liquidity infusion by the PBOC, and expectations of further easing from Japan, buoyed 
Asian shares to end the week on a positive note. 
 
Week-on-week, the MSCI World index inched up by 0.12%, led by Asia-Pacific ex-Japan which rose by 1.18%. European equities 
were down 0.54%. The Dow Jones Industrial Average and S&P500 index fell 0.94% and 1.02%, respectively.  

Economic data released for the week were mostly negative, hampering demand for risk assets as concerns on global growth once 
again took the center stage.  
 

 US import prices declined by just 0.1% in September while import prices, excluding oil, fell 0.2%. This was half the pace of 

declines in July and August, and less than analysts had forecasted. Data also showed that the price of imported consumer 

goods other than cars actually went up in September, the first increase since February. 

 According to the Commerce Department, wholesale inventories inched higher by 0.1% in August, following a revised 0.3% 

drop in July. The modest rise in inventories matched economist estimates. Moreover, inventories of durable goods rose 

0.3%, partly due to a jump in inventories of computers, peripheral equipment and software. 

 According to Federal Reserve Vice Chairman Stanley Fischer, the FOMC is adopting a cautious approach on interest 

rates, especially as developments overseas gain more focus as of late. He added that there may have been more 

09-Oct-15 15-Oct-15 % Change

MSCI World 1,673.77 1,675.77 0.12%

MSCI Europe 122.74 122.08 -0.54%

MSCI Asia-Pacific ex-Japan 424.25 429.26 1.18%

Dow Jones Industrial Average 17,084.49 16,924.75 -0.94%

S&P 500 2,014.89 1,994.24 -1.02%
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comments on foreign economic developments in recent FOMC statements than was common in the past, which was 

natural given the increasing influence of foreign economic developments on the US economy, both through imports and 

exports, and through capital account developments.  

 Federal Reserve Bank of Atlanta leader Dennis Lockhart reiterated that he expects the Fed to raise short-term rates within 

the year. There was, he said, a substantial amount of expectation of an October or September liftoff. He further added that 

if conditions develop that they were not required to move in that period, there would be participants in the market who were 

financially disappointed by that decision.  

 German investor morale declined last October to the lowest level in a year. According to the ZEW, the index of economic 

sentiment plunged to 1.9 points from 12.1 in September, the weakest reading since October 2014. The exhaust gas 

scandal of Volkswagen and the weak growth of emerging markets dampened the outlook for the economy in Germany.  

 Retail sales in the world’s largest economy inched higher by a seasonally adjusted 0.1% month-on-month (mkt. est. 

+0.2%), following the downwardly revised 0% reading last August. The increase was primarily due to a 1.8% increase in 

auto sales. Not including autos and parts, sales are other retailers were down 0.3%. 

 The US producer price index declined by 0.5% month-on-month, compared to the market estimate of -0.2%. Core prices 

were down 0.3%, more than the market estimate of -0.1%. Overall, producer prices were down 1.1% YoY, the eighth 

straight annual decline. Core prices were up only 0.5% YoY. Meanwhile, energy prices slumped 5.9%, accounting for the 

bulk of the decline, and food prices were down 0.8% as well. 

 According to the latest Beige Book, the US economy continued to expand at a modest pace as of the end of 3Q15. The 

report indicated that a number of districts cited the strong dollar as restraining manufacturing activity and tourism spending. 

However, businesses were “generally optimistic regarding the near-term outlook.” The housing market improved since the 

last report, lending activity increased, and consumer spending grew at a moderate pace.  

 For the month of September, US consumer prices declined the most in eight months as gasoline costs fell. However, a 

stead pick-up in the prices of other goods and services suggested that inflation was set to go up. CPI fell 0.2% MoM, 

meeting the market estimate, and was unchanged YoY, slightly higher than the market estimate of a 0.1% decline. Not 

including volatile food and energy prices, core inflation was up 0.2% MoM and 1.9% YoY. Moreover, according to the 

Labor Department, Americans’ inflation adjusted weekly wages fell 0.2% in September but increased 2.2% YoY.  

 The number of Americans filing jobless claims for the first time fell by 7,000 to a seasonally adjusted 255,000, much lower 

than the market estimate of 270,000, for the week ended October 10. This marks the lowest reading since November of 

1973. Meanwhile, the less-volatile four-week moving average of claims fell by 2,250 to 265,000 and continuing claims 

dropped by 50,000 to 2,158,000 last October 3. This is the lowest level since November 2000. 

 

 
Global Bonds  
 

US Treasury yields declined for the week as downbeat economic data 

releases spurred concerns over a weakening global economy and 

bolstered demand for safe-haven assets. The drop in China’s exports 

(3.7%) and imports (20%) coupled with lukewarm US economic data 

sustained speculations that the Fed will delay the first interest rate hike 

until next year. Moreover, Federal Reserve Vice Chairman Stanley 

Fischer said that the FOMC was adopting a cautious approach on 

interest rates and that the implications of a global slowdown were too 

serious to ignore and would not let the Fed overcommit on its plans. 

Furthermore, he said that hiking interest rates is “an expectation, not a 

commitment”, and could change if the global economy pushes the U.S. economy further off course. 

 

Week-on-week, 10-year yields declined 8.65 basis points to 2.018%, while 2-year yields declined by 3.62 basis points to 0.597%. 

 

Currencies  

 
The US Dollar fell relative to the Euro towards the end of this week, despite 

firmer inflation last month, on increasing likelihood of a 2016 Fed liftoff. From 

ending on a soft note yet again last Friday, following the release of the FOMC 

minutes from the September meeting, narrating how the committee arrived at 

the conflicted decision to postpone liftoff, the greenback started this week flat. 

Between a reversal of crude oil's overnight gains and non-committal 

statements by the ECB on more quantitative easing in Europe, the EUR/USD 

pair didn't change at all Monday. On Tuesday, more evidence of a Chinese 

US Treasury Yield Curve

Tenor 8-Oct 15-Oct  +/- bps

3m 0.000 -0.005 -0.51

6m 0.071 0.071 0.00

2y 0.633 0.597 -3.62

5y 1.396 1.333 -6.37

10y 2.104 2.018 -8.65

30y 2.940 2.862 -7.73

Currencies 

8-Oct 15-Oct % Change

USD/PHP 46.110 45.850 -0.56%

EUR/USD 1.1294 1.1435 1.25%

GBP/USD 1.5344 1.5487 0.93%

USD/JPY 119.83 118.25 -1.32%

AUD/USD 0.7188 0.7347 2.21%

USD/CHF 0.9678 0.9509 -1.75%

EUR/CHF 1.09292 1.08731 -0.51%

EUR/JPY 135.33 135.21 -0.09%



 

growth slowdown by way of poor trade data results triggered a new wave of volatility in financial markets that offset the 

disappointing consumer sentiment result (ZEW score for last week was 1.9% vs. expected 6.8%) in Germany, causing the Euro to 

strengthen vis-a-vis the USD and CNY. Mid-week, the US Dollar continued to slide as post-summer US retail sales growth, at 0.1% 

for September, was lower than the expected 0.2%. Retail sales for August were also revised downwards to zero from 0.2% 

previously, causing the greenback to slump. As of Thursday, the US Dollar rebounded slightly despite US CPI figures posting mixed 

results. Core inflation inched up to 1.9% in September (from 1.8% previously) on "sticky" non-energy and food prices led by 

construction (+3.2%) and services (2.7%). Overall headline inflation, however, fell 0.20% due to lower fuel prices. Week-on-Week, 

the EUR/USD pair rose 1.41 US Cents, or 1.25%, to close trading at the 1.1435 level. 

 

The week ahead (October 19 – October 23) 

 

This week, the markets were largely data-driven, especially as the October FOMC meeting moves closer.  Meanwhile, monetary 

easing measures from the world’s second largest economy spurred Asian markets. Moving into next week, we expect markets to 

continue trading range-bound and data-driven, especially as investors look to the Fed rate hike decision. We expect the currency 

and treasury markets to react to the release of the weekly US Jobless Claims report. As China’s economy has been the main cause 

of concern on global growth, we expect investors to keep a close eye on China’s economic data releases such as third quarter GDP 

results, Industrial Production, and Retails Sales data. For next week, expect the EUR/USD pair to trade sideways with a slight 

downward bias, should a better-than-expected US consumer sentiment report cause profit-taking on the Euro. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Philippine Financial Markets 

The local equities market declined as fears over China's hard landing worsens after disappointing economic data came 
out. Prices of local government securities rose this week relative to last week as investors erred on the side of caution 
given mixed data points from across the globe. The Peso took turns strengthening and weakening vis-a-vis the US Dollar 
all week, eventually coming off stronger on a slew of disappointing US economic data until late in the week. 

 
Local Equities  

  
The local equities retreated from a strong run-up last week as weak economic 
data from China worsened the worries regarding China's economy. 
 
The PSEi started on a high note, giving a short relief to investors after weeks of 
correction. However, it also prompted some to take profit, putting pressure on 
the index by Tuesday. Mid-week, China's trade data for the month of September 
disappointed with imports declining by 20% relative to the same month last year, 
while exports dropped by 4%. Economists forecasted imports to fall by 15% only 
while for exports to decline by 6.3% These results exacerbated concerns over 
China's economic slowdown, which triggered a sell-off once again in the 
emerging market nations.  
 
Week-on-week, the PSEi shed 83.17 points or -1.17%, closing at 7,055.74. For the week, foreigners were net sellers at Php1.92 
billion or US$42 million. Year-to-date, net foreign outflows are roughly US$917.7 million. 
  
Property: 

 Rockwell Land Corp. (PSE ticker: ROCK) announced that it will partner with global hotel chain operator, Marriott 

International, Inc. to expand its hotel and leisure business in Cebu. The company is acquiring a beachfront property in 

Mactan Island, Cebu which may be part of Marriott's Autograph Collection Hotels. The hotel will be managed by Marriott but 

ROCK intends to keep their name in the project so as to capitalize on the brand. 

 Vista Land & Lifescapes (PSE Ticker: VLL) founder and chairman, Manuel Villar, said in an interview that they continue to 

buy the company’s shares because they found the stock cheap after dropping 19.17% this year. The company has allotted 

Php1.5 billion for its share buyback program, of which P881.5 million has been spent so far. 

 Prime Orion Philippines Inc., (PSE Ticker: POPI) through subsidiary Tutuban Properties Inc., has secured 17 hectares of 

land from the Philippine National Railways (PNR) for the expansion and redevelopment of its Tutuban Center in Divisoria. 

The Department of Transportation and Communications (DOTC) has also pinpointed Tutuban Center to serve as the transfer 

station for the planned Php171 billion North-South rail project. Property giant, Ayala Land, Inc (PSE Ticker: ALI) said it 

entered into an agreement with POPI to subscribe to 51.36% of POPI’s common shares of stock, subject to certain terms 

and conditions. 

 Ayala Land Inc. (PSE Ticker: ALI), through its subsidiary Regent Wise Investments Limited, will acquire additional shares of 

Malaysian development construction company, MCT Bhd (MCT) for US$92 million. The additional stake will raise the total 

shareholding in MCT to 32.95% from the initial 9.16%. According to the management, MCT is poised to deliver its pipeline of 

integrated, mixed-use projects in Subang Jaya, Cyberjaya, and Dengkil in Klang Valley, Malaysia, which aims to capture the 

demand from the middle income and affordable market segments. 

Services: 

 Aboitiz Power Corp. (PSE ticker: AP) announced its plans to invest as much as US$500 million over the next five years in 

Southeast Asia. Their main focus is Indonesia but they are also interested in projects in Vietnam and Myanmar. AP has 

recently agreed to take part in the feasibility studies with Indonesian firms, SN Power AS and PT Energi Infranusantara, for a 

hydroposer generation project along the Lariang River in Central Sulawesi. Most of the funds will be coming from the 

company's internal cash flows from its existing business. 

 Bloomberry Resorts Inc. (PSE ticker: BLOOM) received a notice of award from the NHA for a 15,676 sqm property in Vertis 

North at a cost of Php1.98 billion. The property is part of NHA's share in its joint venture with Ayala Land, Inc. BLOOM plans 

to turn the property into a mixed-use development, consistent with the master plan for Vestis North. However, the design was 

said to be still in the works. 

 In a disclosure to the stock exchange, Manila Electric Company (PSE Ticker: MER) said that it completed the sale of 84,012 

common shares of stock in Indra Philippines, Inc. to Metro Pacific Investments Corporation (PSE Ticker: MPI) for Php326.5 

million. Meralco also said that the entry of MPIC into Indra will enable the latter to leverage on the combined strengths of its 

shareholders to expand its business in the country and in the region. 

Consumer: 

9-Oct 16-Oct % Change

PSEi 7,138.91 7,055.74 -1.17%

Philippine  Stock Exchange  Index



 

 Jollibee Foods Corporation (PSE Ticker: JFC), through its wholly owned subsidiary Bee Good! Inc. (BGI), entered into an 

agreement to acquire 40% equity share of US-based burger brand Smashburger for USD99 million. The purchase represents 

JFC’s largest acquisition to date, and its largest investment outside the Philippines. It will be financed partly from JFC’s cash 

reserves and partly from a 10-year bank borrowing. 

Industrial: 

 Nickel Asia Corporation (PSE Ticker: NIKL) disclosed that the estimated value of its shipments dropped 40% to Php12.3 

billion for the first nine months of 2015 from the Php20.5 billion reported in the same period last year due to lower prices. The 

company’s president cited China’s slowdown and world economic growth as one of the causes of the slack in commodity 

prices. Nonetheless, he noted that they felt that the bottom has been reached for nickel prices. 

 
Philippine Bond Market  
 
On the local fixed income space, prices of government securities rose this 
week relative to last week. Yields were mostly unchanged at the beginning 
of the work week amid lackluster trading as investors awaited fresh leads 
from the market. However, weak Chinese trade data caused yields to rise 
mid-week, as risk-off sentiment ensued on fears that China’s 3Q GDP figure 
may come in behind estimates. On the other hand, weak US retail sales and 
manufacturing data caused some to surmise that a post-2015 Fed rate hike 
was still on the table, resulting in some bargain-hunting which supported 
local bond prices.  
 
Yields rose by 6.0 basis points, on average, across the length of the curve 
with the short-end of the curve increasing by 24.28basis points. Meanwhile, 
the belly and long-end of the curve declined by 2.13 and 4.82 basis points, 
respectively.  
 
 
 
 
Philippine Peso  
 
The Peso took turns strengthening and weakening vis-a-vis the US Dollar all week, eventually coming off stronger on a slew of 

disappointing US economic data until late in the week. At the start of the week, the Peso appreciated on increasing conviction that 

Fed liftoff would be postponed to 2016 and as Philippine Gross International Reserves (GIR) bloated to USD 80.31 Bn as of end-

July. On Tuesday, the Peso gave up its gains as investors bargain-hunted on the greenback, as part of a broader slump in regional 

currencies versus the US Dollar. Mid-week, the Peso resumed its rally even as poor trade and inflation data out of China reinforced 

pessimism over its growth prospects, resulting in greater risk-off sentiment. As of Thursday, the Peso stood its ground, rallying 

further due to poor retail and producer price index (PPI) results out of the US. Worse than expected US retail sales growth of 0.1% 

in September and -1.1% for PPI, more than offset the greenback's allure as a safe-haven asset in face of more evidence of a 

Chinese slow-down. By weekend, however, a firmer inflation picture in the US, which saw "sticky" non-energy/food items, caused 

the US Dollar to rebound as core inflation grew  by 10 basis points to 1.9% as of end-September.  

 

 The Department of Transportation and Communications (DOTC) plans to spend Php9.1 billion in 2016 to upgrade 31 of 

the Philippines’ international and domestic airports. According to House Deputy Minority Leader, Rep. Arnel Ty, bulk of the 

budget for airport development will go to Panglao International Airport (Php2.14 billion), Clark International Airport 

(Php2.09 billion), and Naga Airport (Php1.00 billion). Meanwhile, the DOTC will be spending another Php700 million for 

“consultancy payments” for public-private partnership projects, Php100 million for new communications and navigational 

surveillance, and Php 25 million for the Ninoy Aquino International Airport Redevelopment, Improvement and Capacity 

Expansion project. 

 The Investment Coordination Committee-Cabinet Committee (ICC-CC) has approved three new PPP projects with an 

estimated combined worth of Php26 billion, which includes the Philippine Travel Center Complex project (Php1.8 billion), 

the Plaridel Bypass Toll Road project (Php9.4 billion), and the Batangas-Manila (BatMan) 1 Natural Gas Pipeline project 

(Php14.7 billion). These projects are already set for approval by the NEDA Board chaired by President Aquino. The 

government has awarded 10 PPP projects so far. 

 Data from the Department of Tourism showed that foreign tourist arrivals in the country reached 3.59 million during the first 

eight months of the year, 9.87% higher than the 3.27 million visitors recorded in the same period last year. Most of the 

tourists came from Asia (355,255 visitors), contributing 69.74% of the total arrivals. Americans (59,747) and Europeans 

T enor 9-Oct 16-Oct  Change

1m 1.37 2.42 106

3m 1.80 1.77 -3

6m 1.56 1.56 -1

1y 2.33 2.28 -5

2y 2.65 2.63 -2

3y 3.11 3.10 -1

4y 3.75 3.71 -4

5y 3.49 3.49 0

7y 4.22 4.19 -4

10y 3.73 3.67 -6

20y 5.14 5.11 -3

25y 4.67 4.61 -6

Average 6.0

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

(38,135) followed with 12.43% and 7.93% of the total. Inbound tourists also rose 18.41%, the highest growth recorded for 

the year. DOT is targeting about five million tourists by the end of 2015 and 10 million by 2016. 

 Socioeconomic Planning Secretary Arsenio Balisacan said that the inter-agency El Niño Task Force will propose an 

additional 1 million metric tons (MT) of rice imports, on top of the already approved 500K MT. The additional rice imports 

may be needed to maintain a 45-day buffer stock given the expectations of an intense El Niño phenomenon. Year-to-date, 

the government has already imported 1.1 million MT and they are expecting an additional 850K MT to arrive by the fourth 

quarter. 

 The Philippine government plans to spend a total of Php19.2 billion in the next three quarter for projects meant to ease the 

effects of El Niño. About Php7.5 billion will be needed this quarter while the remaining Php11.7 billion is earmarked for the 

first half of 2016. Some projects in the pipeline are the water management project for farm production through the 

Department of Agriculture, National Irrigation Administration and Department of Environment and Natural Resources, 

cash-for-work, food stamp program through the National Economic and Development Authority and the Department of 

Social Welfare and Development. The El Niño phenomenon is expected to peak starting December until February next 

year. 

 Overseas Filipino Workers' (OFW) remittances grew by 4.1% in the first eight months of the year to US$16.21 billion. For 

the month of August alone, OFWs remitted a total of US$2.04 billion only, 0.6% lower than the same month last year due 

to the depreciation of some currencies against the US dollar, particularly the Euro, Canadian dollar and Japanese yen. 

Remittances from land-based workers with work contracts of one year or more grew by 4.6% while those with less than 

one year increased by 2.4%. Most of the remittances came from the US, Saudi Arabia, UAE, UK, Singapore, Japan, Hong 

Kong and Canada. 

The week ahead (October 19 – October 23) 

 

This week, we expect investors to stay on the sidelines, in anticipation for the GDP release of China. The PSEi should trade 

between 6,900 and 7,200, but should be heavily dependent on how the GDP numbers of China would fare compared to consensus 

estimates of 6.8%.We expect bond prices to trade sideways with a downward bias as market players anticipate the upcoming 

FOMC meeting. Weak data releases may boost local bonds, especially as a post-2015 Fed lift-off appears to some as more and 

more possible. For next week, expect the USD/PHP pair to trade sideways with a slight upward bias should the expected US 

consumer sentiment report justify Fed lift-off finally occurring within 2015. 

  


