
 

October 26, 2015 
   
    
Global Financial Markets 

Global equities once again ended the week mixed as early losses brought about by disappointing corporate earnings and 
economic data releases were reversed by optimism on prospects of further monetary easing from the European Central 
Bank. US Treasury yields rose as investors focused on the release of mostly positive economic data for the week. The US 
Dollar strengthened against the Euro this week on back-to-back bright spots in US consumer and housing sector and a 
likely increase in ECB QE by year-end. 
  

Global Equities 
 

Global equities were once again 
mixed for the week early losses 
brought about by disappointing 
earnings releases and economic 
data were reversed by optimism on 
the prospects of further monetary 
easing from the European Central 
Bank during its meeting concluded 
Thursday.  

US equities began the work week 
on a downbeat note as investors 
mulled over China’s sub-7% 3Q 
GDP growth figure, which was the 
slowest number since 2009. A 
mixed batch of corporate earnings 
results likewise failed to rally 
investors’ spirits. Towards the end 
of the week, US equities rallied as 
investors positively reacted to hints 
of further stimulus measures in the 
Euro-zone, following the monetary 
board meeting concluded Thursday. 

European stocks were mostly 
subdued as well, coming from the 
prior week’s strong rally. Caution 
persisted throughout the week as 
investors remained wary ahead of the European Central Bank’s (ECB) meeting on Thursday. Post-meeting, stocks surged to once 
again end with a weekly gain as the ECB stated that it would re-examine its current policy at its meeting in December, while keeping 
interest rates unchanged at record lows. ECB President Mario Draghi stated that falling inflation expectations, driven in part by 
lower-than-expected demand for oil, have led the central bank to consider a wide variety of possible measures, including a deposit 
rate cut, to shore up inflation.  
 
Asian shares traded flat Monday, owing mostly to China’s economy meeting expectations of the lowest growth in 6 years (at 6.9% 
for 3Q15). Chinese retail sales, however, grew faster than expected, though factory output was below target as of year-to-date, 
September. In Japan, meanwhile, BoJ optimism on the economy dampened expectations of more stimulus measures.  
 
Week-on-week, the MSCI World index inched up by 0.34%, led by the European region which rose by 1.85%. The Asia-Pacific ex-
Japan region was down 0.63%. The Dow Jones Industrial Average and S&P500 index fell 0.28% and 0.70%, respectively.  

Economic data released for the week were mixed, though sentiment was largely lifted by hopes of more easing from the ECB.  
 

 Industrial production in the US shrank in September, dropping by 0.2% month-on-month after August’s 0.1% decline. 

Manufacturing production, which is the largest component of the index, fell by 0.1%.  

 US consumer confidence, as measured by the University of Michigan preliminary consumer sentiment index, recovered in 

October. The index bounced to 92.1, beating the market estimate of 89.0 following September’s final reading of 87.2. 

According to Richard Curtin, the survey’s chief economics, “The rebound in confidence signifies that consumers have 

concluded that the fears expressed on Wall Street did not extend to Main Street,” 

 According to the Labor Department’s monthly Job Openings and Labor Turnover Survey, the US market was little changed 

for the month of August. Hiring, voluntary quits and involuntary layoffs/firing held steady. The number of job openings fell 

from July’s record high of 5.668 million to 5.37 million, compared to the market estimate of 5.58 million.  

16-Oct-15 22-Oct-15 % Change

MSCI World 1,683.55 1,689.33 0.34%

MSCI Europe 122.82 125.09 1.85%

MSCI Asia-Pacific ex-Japan 429.95 427.23 -0.63%

Dow Jones Industrial Average 17,215.97 17,168.61 -0.28%

S&P 500 2,033.11 2,018.94 -0.70%

Global Equity Performance
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 For the month of October, US homebuilder confidence improved to a 10-year high. The National Association of Home 

Builders' housing market index climbed to 64, beating the market estimate of 62 and following the downwardly revised 61 

last September. According to the chief economist at the Association, the upward momentum shows that the industry is 

strengthening at a gradual but consistent pace. 

 According to San Francisco Federal Reserve President John Williams, the central bank is progressing toward its dual 

mandate of stable prices and maximum employment and should raise interest rates in the near future. He added that he 

believes the economy is still on a good trajectory. Furthermore, he expects inflation to stabilize and growth to persist. It is 

unlikely that rates would rise rapidly, but, he said, they would not want to have to get behind the curve. 

 US housing starts bounced back in September, holding above the 1 million unit rate for a sixth straight month. Housing 

starts jumped by 6.5% month-on-month, beating the market estimate of +1.4%, to a seasonally adjusted annual rate of 

1.206 million. The rebound was due to a spike in multi-family units, up 18.3%, those which include apartments and 

condominiums. Meanwhile, single-family home starts inched up by just 0.3% to a 740,000 unit pace. New applications for 

building permits were down 5% to a seasonally adjusted 1.103 million. 

 The number of Americans filing unemployment claims for the first time rose by 3,000 last week to a seasonally adjusted 

259,000, slightly lower than the market estimate of 265,000. The less-volatile four-week moving average of claims fell by 

2,000 to 263,250, the lowest average level since December 1973. Meanwhile, continuing claims added 6,000 to 

2,170,000. 

 US house prices were up by a seasonally adjusted 0.3% MoM last August, according to the Federal Housing Finance 

Agency House Price Index. On an annual basis, housing prices were up 5.5%.  

 According to the National Association of Realtors, sales of existing homes spiked 4.7% MoM, beating the market estimate 

of +1.5%, to a seasonally adjusted annual rate of 5.55 million, the second fastest pace in eight years. On a national level, 

the median price of homes was up 6.1% YoY to YS$221,900.  

 The Conference Board's leading economic index unexpectedly fell for the first time in seven months in September. The 

leading index declined 0.2%, compared to the estimate of -0.1% from a downwardly revised flat reading last August, 

compared to the +0.1% last August. Gains in financial indicators partially offset the recent weakness in stock markets, 

manufacturing and housing permits, according to the report. 

 

 
Global Bonds  
 

US Treasury yields rose this week following the release of mostly positive 

economic data for the week. In the beginning of the week, the release of 

the upwardly revised industrial production data in August supported 

minority views of a December Fed lift-off and consequently put downward 

pressure on prices. The increase in yields continued in the middle of the 

week upon release of better-than-expected Chinese GDP figures and US 

housing starts data, providing positive outlook for the US and global 

economy. However, Treasuries broke the downward trend last night after 

shorter-tenored securities got a lift when the Fed pushed back an auction of 

two-year Treasury notes because of the debt-ceiling limit. 

 

Week-on-week, 10-year yields inched up 0.88 basis points to 2.026%, while 2-year yields edged up 0.38 basis points to 0.601%. 

 

Currencies  

 
The US Dollar strengthened against the Euro this week on back-to-back 

bright spots in US consumer and housing sector and a likely increase in 

ECB QE by year-end. A sharp rebound in US consumer sentiment, as 

reported late last week, was reflected in the University of Michigan survey 

score of 92.1 for October (consensus, 89.0), more than off-set weaker 

industrial production growth of -0.20% for September. The greenback's 

strength was sustained at the start of the week with US construction 

picking up. The NAHB index of US homebuilder's confidence for October 

clo cked in with a score of 64, beating expectations of only 62, causing the 

US Dollar to rally until positioning ahead of the ECB's Thursday meeting 

tempered the strengthening. With the ECB meeting approaching, the US 

Dollar ended Tuesday slightly lower as investors also waited to hear 

commentary due from Fed Chair Janet Yellen that day. Mid-week, the US Dollar resumed its rally amid the lack of market-moving 

developments besides the ECB meet which was one day away. By Thursday, the greenback more than made up for lost ground, 

Currencies 

15-Oct 22-Oct % Change

USD/PHP 45.850 46.640 1.72%

EUR/USD 1.1435 1.1314 -1.06%

GBP/USD 1.5487 1.5479 -0.05%

USD/JPY 118.25 119.73 1.25%

AUD/USD 0.7347 0.7219 -1.74%

USD/CHF 0.9509 0.9621 1.18%

EUR/CHF 1.08731 1.08856 0.11%

EUR/JPY 135.21 135.47 0.19%

US Treasury Yield Curve

Tenor 15-Oct 22-Oct  +/- bps

3m -0.005 0.000 0.51

6m 0.071 0.112 4.07

2y 0.597 0.601 0.38

5y 1.333 1.352 1.95

10y 2.018 2.026 0.88

30y 2.862 2.861 -0.16



 

climbing 2% overnight on robust US labor results overpowering strong indications by no less than the ECB's Mario Draghi that 

ECB's quantitative easing would be increased by year-end, despite no immediate, concrete action to intensify monetary 

accommodation. Initial US jobless claims came in 6,000 claims lower than expected at 3,000 for mid-October. Week-on-Week, the 

EUR/USD pair fell 1.21 US Cents, or 1.06%, to close trading at the 1.1314 level.   

 

The week ahead (October 26 – October 30) 

 

This week, the markets were largely data-driven, given that it was the beginning of the corporate earnings season in most countries. 

A number of economic data releases were likewise market drivers. For the coming week, we expect investors to position ahead of 

the FOMC meeting. Any talks of a rate hike could prove negative to stock prices and US Treasuries. For next week, expect the 

EUR/USD pair to trade sideways with a slight downward bias, since the critical FOMC meeting late next week is largely expected to 

result in no rate hike. US Markit Industrial Production due today (US time) poses a contrarian risk to this view, however, if the 

number disappoints.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Philippine Financial Markets 

The local equities market rallied after the European Central Bank (ECB) hinted on the possibility of further stimulus 
measures. Prices of local government securities moved sideways this week as investors continued to remain on the 
sidelines ahead of the FOMC meeting scheduled in the coming week. The Peso fell relative to the US Dollar this week for 
many reasons including robust US inflation and consumer sentiment, lower Chinese 3Q GDP, falling OFW remittances and 
the ECB meeting yesterday. 
 
Local Equities  

  
It was a generally quiet week for the local equities market as investors stayed on 
the sidelines awaiting for significant developments such as the earnings season. 
Daily volumes averaged to less than Php6.0 billion and day-on-day changes just 
reached less than 1%. The only major news that came out this week was the 
third quarter GDP figures for China, which came in at 6.9%, slightly beating 
consensus estimates of 6.8%. Nonetheless, investors did not react as 
meaningfully as expected due to doubts regarding the credibility of the data. Due 
to the lack of significant events, small developments from local companies 
somewhat drove the direction of the market. By the end of the week, however, 
hopes of further stimulus measures in the Euro-zone triggered international 
markets, including the local equities, to rally. As such, resistance level of 7,190 was breached.  
 
Week-on-week, the PSEi gained 180.64 points or +2.56%, closing at 7,236.38. For the week, foreigners were net sellers at Php1.0 
billion or US$21.8 million. Year-to-date, net foreign outflows are roughly US$922 million.  
  
Property: 

 Vista Land and Lifescapes, Inc.'s (PSE ticker: VLL) management is considering merging with its affiliated mall operator, 

Starmalls, Inc. to improve the revenue stream of the company. The two companies have a combined market value of US$2.5 

billion. The merger is expected to increase the company's recurring income stream; thus, providing more stability to its 

earnings. 

 In its annual stockholders' meeting, Prime Orion Philippines, Inc. (PSE ticker: POPI) said that it, with the control of Ayala 

Land, Inc. (PSE ticker: ALI), will transform Tutuban Center in Divisoria into a mixed-use development. ALI, which invested 

Php5.6 billion into POPI in exchange for a majority stake in the company, intends to improve the mall complex to 

accommodate the transfer station of the North-South Commuter Rail project. The said railway will is expected to boost daily 

foot traffice by 400,000 from the current 100,000. 

 In a statement, Megaworld Corporation (PSE Ticker: MEG) said that it has accelerated the construction of six campus-type 

office towers in the 34.5-hectare McKinley West township due to strong demand. The six towers will form 60,000 square 

meters of the 350,000 square meters office space expansion of the company in the entire Fort Bonifacio in the next three 

years. 

 Ayala Land Inc.’s (PSE Ticker: ALI) subsidiary Ayala Land Hotels and Resorts Corporation now has ten hotels under 

construction that will open on a staggered basis from 2016 to 2018. Ayala Hotel’s chief operating officer said, “nine of the ten 

are Seda and we are also doing the Mandarin.” Ayala Hotels plans to invest up to Php30 billion over the next five years. 

Services: 

 Cebu Air Inc. (PSE ticker: CEB) recorded a 7.4% increase in passenger volume for the month of August as a result of 

increased number of flights. Total passengers in August reached 1.52 million, bringing the eight-month tally to 12.21 million, 

8.4% higher than the same period last year. Seat capacity was expanded by 6% in August and 12% in the first eight months 

of the year, while number of flights were also increased by 2.1% and 9.7% for the month and year-to-date, respectively. The 

company targets 18 million passengers for this year. 

 In a disclosure to the stock exchange, DFNN Inc. (PSEE Ticker: DFNN), a technology solutions provider, said its board had 

approved the issuance of 8.3 million common shares to various existing shareholders by virtue of conversion of loans into 

equity. The board likewise approved to list on the PSE some 91.28 million common shares issued out of DFNN’s authorized 

capital stock as well as the 8.3 million new shares to be issued as part of the loan to equity conversion. They also approved a 

quasi-reorganization to eliminate the company’s deficit in its retained earnings account by offsetting the deficit as of 

December 31, 2014 against additional paid- in capital. 

 International Container Terminal Services, Inc. (PSE ticker: ICT) raised US$260 million through loans to finance its project in 

Mexico. The financial package has a tenor of 12 years and a four-year availability. It will be utilized for the new terminal that 

16-Oct 23-Oct % Change

PSEi 7,055.74 7,236.38 2.56%

Philippine  Stock Exchange  Index



 

will be built at the Port of Manzanillo in Mexico. Total capacity would be 2.2 million twenty-foot equivalent units (TEUs) with 

the first phase being 750,000 TEUs. ICT has estimated that it can grab 18% of the market share. 

 In a disclosure, Aboitiz Power Corp. (PSE ticker: AP) said that it will build an 8.5-megawatt (MW) hydroelectric power plan in 

Isabela through its unit SN Aboitiz Power-Magat Inc. (SNAP-Magat), in partnership with the National Irrigation Administration 

(NIA). AP will use the irrigation water released from the Maris Reservoir for the Maris Main (South) Canal. The project is 

targeted to start in the last quarter of 2015 and should be completed by November 2017. 

Industrial: 

 In a disclosure to the stock exchange, Crown Asia Chemicals Corporation (PSE Ticker: CROWN), said it has been awarded 

an agreement to supply PVC pipes for the Php15.86 billion NAIA Expressway Phase Two, which has started construction 

this month. The company added that this is in addition to its on-going concession for the Ninoy Aquino International Airport 

(NAIA) Expressway Phase One. 

Holding Firms: 

 Ayala Corporation (PSE Ticker: AC) has formally expressed its interest in the Php171-billion public private partnership (PPP) 

deal for the South Line of the North South Railway Project. The project aims to revive commuter rail operations in Luzon. 

According to PPP Center executive director, Cosette Canilao, AC Infrastructure bought bid documents for the project last 

week. The deadline of submission of qualification documents is on December 1, 2015. 

 
Philippine Bond Market  
 
On the local fixed income space, prices of government securities moved 
sideways as investors remained sidelined amid the lack of fresh leads, and 
ahead of the FOMC meeting slated for next week. Yields were mostly 
unchanged on lackluster trading with investors awaiting market moving news. 
However, an FXTN auction on Tuesday saw yields moving slightly higher, 
which resulted in the BSP not fully awarding the debt.  
 
On Tuesday, the Bureau of the Treasury sold Php16.22 billion pesos worth of 
Fixed Rate Treasury Notes (FXTNs) at a yield of 3.169%. The bond was 
originally issued as a five-year paper last May 2013, which currently carries a 
remaining term of 2 years and 7 months. The auction was slightly 
oversubscribed with Php36.17 billion in bids (offer size was Php25 billion), but 
was only partially awarded (Php16.22 billion). The bond’s coupon is 2.125% 
 
Yields rose by 14.8 basis points, on average, across the length of the curve 
with the short-end of the curve increasing by 21.86 basis points. Meanwhile, 
the belly and long-end of the curve increased by 15.44 and 4.39 basis points, 
respectively.  
 
 
 
 
Philippine Peso  
 
The Peso fell relative to the US Dollar this week for many reasons including 

robust US inflation and consumer sentiment, lower Chinese 3Q GDP, falling 

OFW remittances and the ECB meeting yesterday. The slid for the first four 

days of this workweek, starting last Monday with US core inflation inching up 

to 1.9% despite stubbornly low crude oil prices and better US consumer 

sentiment last September. The Peso tracked regional weakness, Tuesday, 

as the greenback continued to strengthen on demand for safe-haven assets 

on the day China posted lower 3Q growth of only 6.9% and as robust US 

homebuilder confidence colored expectations ahead of the Fed's October 

meeting late next week. As of mid-week, the Peso continued to slide this 

time on lower OFW remittances, which, at -0.60%, was the first contraction in 

12 years due to the adverse impact of low crude oil prices on OFW based in 

the mid-east. Past mid-week, further positioning on safe-haven assets, along with local corporate demand for the greenback, was 

evident ahead of the ECB's Malta meeting. At the end of the week, the Peso rebounded after its 5-day losing streak on bargain 

T enor 16-Oct 23-Oct  Change

1m 1.77 2.18 40

3m 2.03 1.87 -16

6m 2.25 2.28 2

1y 1.79 2.40 61

2y 2.67 3.32 66

3y 3.11 3.17 7

4y 3.73 3.70 -3

5y 3.49 3.49 0

7y 4.10 4.17 7

10y 3.67 3.68 1

20y 5.00 5.14 13

25y 4.63 4.62 -1

Average 14.8

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)

Currencies 

15-Oct 22-Oct % Change

USD/PHP 45.850 46.640 1.72%

EUR/USD 1.1435 1.1314 -1.06%

GBP/USD 1.5487 1.5479 -0.05%

USD/JPY 118.25 119.73 1.25%

AUD/USD 0.7347 0.7219 -1.74%

USD/CHF 0.9509 0.9621 1.18%

EUR/CHF 1.08731 1.08856 0.11%

EUR/JPY 135.21 135.47 0.19%



 

hunting following the resumption of buying interest in local equities and as the ECB meeting resulted in strong indications of further 

easing in the Eurozone, but not until December at the earliest. Week-on-week, the USD/PHP pair rose 79 centavos, or 1.72%, to 

close the week at the 46.64 level. 

 

 The Philippines’ balance of payments (BOP) registered a surplus of USD219 million in September, a complete turnaround 

from the USD450 million deficit in August. The data from the BSP showed that the country has a BOP surplus of USD1.81 

billion in the first nine months of the year, a reversal of the USD3.43 billion deficit in the same period last year. Moreover, 

the BSP has forecasted the country’s BOP surplus to reach USD2 billion this year. 

 Department of Agriculture assistant secretary, Edilberto de Luna, thinks that the country will need to import more rice after 

typhoon Koppu hit major grain producing regions over the weekend. Official preliminary estimates on losses was at around 

412,000 tonnes of paddy rice, equivalent to about 5% of the government’s forecasted fourth quarter harvest of 7.95 million 

tonnes.  

 The Bureau of the Treasury sold Php16.22 billion pesos worth of Fixed Rate Treasury Notes (FXTNs) today at a yield of 

3.169%. The bond was originally issued as a five-year paper last May 2013, which currently carries a remaining term of 2 

years and 7 months. The auction was slightly oversubscribed with Php36.17 billion in bids (offer size was Php25 billion), 

but was only partially awarded (Php16.22 billion). The bond’s coupon is 2.125%. 

 Bangko Sentral ng Pilipinas Governor Amando Tetangco Jr. said that the inflation projections for the local economy may 

be recast to see how it is affected by recent developments, particularly oil prices. He also said that the effects of Typhoon 

“Lando” on the country were still being assessed. Last month, inflation stood at a record low of 0.4%, slower than the 

previous low of 0.6% set the month before. 

 

The week ahead (October 26 – October 30) 

 

This week, we expect the market to stay on the sidelines awaiting for significant data releases such as the US third quarter GDP 

figure. The PSEi should trade between 7,062 to 7,387. We expect bond prices to trade sideways up until the FOMC meeting 

concludes next week. Yield movements will be dependent on what the Federal Reserve has to say regarding the rate. Thus far, 

most market players expect the rate hike to be pushed back further than October. For next week, expect the USD/PHP pair to trade 

sideways with a slight downward bias given that most do not expect the Fed to begin liftoff next week. US Markit Industrial 

Production due today (US time) poses a contrarian risk to this view, however, if the number disappoints.  


