
 

November 02, 2015 
   
    
Global Financial Markets 

Global equities were mixed for the week amid a mixed bag of corporate earnings results, a hawkish tone from the Fed and 
various economic data releases from across the globe. US Treasury yields rose as investors focused on the Fed’s post-
FOMC statement, which hinted that a December 2015 rate hike was not yet off the table. The US Dollar closed last week on 
a strong note only to dip early this week on poor US durable goods orders and the 3Q GDP miss. 
  
Global Equities 
 

Global equities were once again 
mixed for the week as investors 
digested more corporate 
earnings releases, a hawkish 
tone from the US Federal 
Reserve, and weakness in the 
3Q15 GDP growth data from 
the world’s largest economy.  

US equities rallied at the 
beginning of the week following 
further monetary easing from 
the world’s second largest 
economy, but succumbed to 
profit-taking amid weak 
economic data coming out 
locally. Nevertheless, stocks did 
recover towards the end of the 
week despite a hawkish tone 
from the FOMC meeting results, 
likely on presumptions that the 
US economy could be on its 
way to sustainable recovery. On 
Thursday, slight profit-taking 
was observed following the 
largely underwhelming 3Q15 
GDP growth figure.  

During the FOMC meeting 
concluded Wednesday, the 
Federal Reserve maintained its zero-interest rate policy, though officials also kept doors open to a tightening policy at its December 
meeting. In the statement, officials did not repeat that global risks would likely impact on the US economy. Moreover, they noted 
jobs growth has slowed and the unemployment rate held steady, but "underutilization of labor resources has diminished." The Fed 
will meet again at the December 15-16 meeting. 

European stocks were up at the start of the week as well, mirroring Wall Street’s gains on China’s monetary policy easing and hints 
of further stimulus measures from the European Central Bank. However, gains were somewhat tempered by mixed corporate 
earnings results.  
 
Asian shares were up for most of the week amid prospects of monetary easing from central banks worldwide, as well as an over-all 
global risk-on sentiment. The People's Bank of China China's cut interest rates for the sixth time in less than a year late last Friday. 
The PBoC said it was lowering the one-year benchmark bank lending rate by 25bps to 4.35% effective from Oct. 24. The one-year 
benchmark deposit rate was lowered 25bps to 1.50%. The central bank cut the reserve requirement ratio by 50bps points for all 
banks, lowering the ratio to 17.5% for the largest lenders, while banks that lend to agricultural firms and small companies received 
another 50bps reduction to their RRR.  
 
Week-on-week, the MSCI World index ended unchanged as the European and Asia-Pacific ex-Japan regions fell 0.45% and 2.44%, 
respectively. The Dow Jones Industrial Average index and S&P500 index rose 0.75% and 0.73%, respectively.  

Economic data released for the week were mixed, though most investors had an eye kept on the FOMC meeting results.  
 

 Manufacturing activity in the world’s largest economy increased to an unexpected five-month high last October. Markit’s 

flash purchasing-managers’ index rose to 54.0, beating the market estimate of 52.3, following September’s 53.1. According 

23-Oct-15 29-Oct-15 % Change

MSCI World 1,706.61 1,706.61 0.00%

MSCI Europe 127.54 126.96 -0.45%

MSCI Asia-Pacific ex-Japan 433.44 422.85 -2.44%

Dow Jones Industrial Average 17,646.70 17,779.52 0.75%

S&P 500 2,075.15 2,090.35 0.73%

Global Equity Performance

100

200

300

400

500

600

1,400

1,550

1,700

1,850

2,000

2,150

Sep '14 Nov '14 Jan '15 Mar '15 May '15 Jul '15 Sep '15

MSCI World (LHS) S&P 500 (LHS)

MSCI Europe (RHS) MSCI Asia-Pacific ex-Japan (RHS)



 

to the report, survey respondents were mainly optimistic about improving domestic demand and better pricing power 

through global economic uncertainty and lower spending across the energy sector acted as brakes on activity.  

 US new home sales fell by 11.5% YoY in September, much lower than the market estimate of -0.6%, to a seasonally 

adjusted annual rate of 468,000 units. This was the lowest level since November 2014, following the 529,000 rate last 

August. Meanwhile, stocks of new homes for sale rose by 4.2% to 225,000, the highest level since March 2010. At 

September’s sales pace, it would take about 5.8 months to clear the supply of houses on the market.  

 For the month of October, German business confidence weakened marginally, signaling that the economy remained 

resilient despite the challenges of the slowdown in emerging markets, as well as the scandal from Volkswagen. The 

business climate index fell to a three-month low of 108.2, slightly higher than the market estimate of 107.8, from 108.5 last 

September.  

 US new orders for durable goods declined by a seasonally adjusted 1.2% in September from last month, according to the 

Commerce Department. This posted the second consecutive monthly drop. Meanwhile, non-defense capital goods orders 

excluding aircraft slipped 0.3% following the downwardly revised 1.6% decline in August. Economists had originally 

forecasted orders to be unchanged following the upwardly revised August figure. Manufacturing in general has been 

hindered by a strong dollar and spending cuts in the energy sector. Manufacturing, which accounts for 12% of the 

economy, has been hit by efforts of businesses to reduce an inventory oversupply 

 For the month of October, the Conference Board’s consumer confidence index fell to 97.6 in October, following 

September’s 9-month high of 102.6. According to the director of economic indicators at the Board, “Consumers still rate 

current conditions favorably, but they do not anticipate the economy strengthening much in the near-term," Less people 

surveyed for the business research group described jobs as “plentiful” compared to in September.  

 The US advanced trade balance for September showed that trade deficit narrowed to US$58.63 billion (better than the 

market estimate of US$64.3 billion), from a US$66.6 billion deficit in August. Exports of goods rebounded 2.4% having 

tumbled 3.1%in August, while imports of goods fell 2.6% to more than reverse July's 1.8% uptick.  

 GDP in the US cooled in 3Q15 as growth rose by an annual pace of 1.5% for the three months ended September, 

compared to the 3.9% growth rate posted in the second quarter. The slowdown was mostly due to the biggest drawdown in 

inventories in three years. Companies likewise cut spending on structures such as oil platforms and commercial buildings. 

Meanwhile, consumer spending rose at a 3.2% YoY pace, lower than the gain posted in 2Q. Though the figure was not a 

bad result, the 3Q number almost ascertains that the US would fail to breach the 3% annual growth rate for the 10th 

consecutive year.  

 

 
Global Bonds  
 

US Treasury yields rose this week despite bargain-hunting seen on Monday 

and Tuesday, and mostly weak economic data, as investors reacted to the 

hawkish tone of the FOMC post-meeting press release. Weak demand 

during the week’s auctions likewise served to push yields higher. 

 

On the supply front, the US Treasury Department auctioned off US$35 

billion in five-year notes and on Wednesday and US$29 billion in seven-

year debt on Thursday. On Wednesday, the five-year note auction met 

weak demand, with an average yield of 1.415%, the lowest since April, but 

still above traders’ expectations by about 1.5%. Meanwhile, Thursday’s 

US$29 billion seven-year debt auction was met with an average yield of 1.855%. Demand was weak at these auctions due to 

expectations of a rising rate environment.  

 

Week-on-week, 10-year yields rose 14.62 basis points to 2.173%, while 2-year yields climbed up 12.30 basis points to 0.724%. 

 

Currencies  

 
The US Dollar closed last week on a strong note only to dip early this week 

on poor US durable goods orders and the 3Q GDP miss. Late last week, 

the US Dollar ended on a strong note vis-a-vis its European peer as the 

Markit Flash PMI, unexpectedly recovered to 54.0 from 53.1 in September, 

beating consensus of 52.3. At the same time, ECB and PBoC officials 

talked the talk and walked the walk, respectively, with the former indicating 

a strong likelihood of additional easing in December and the latter cutting 

interest rates for the 6th time so far this year, supporting the greenback. 

US Treasury Yield Curve

Tenor 22-Oct 29-Oct  +/- bps

3m 0.000 0.061 6.10

6m 0.112 0.214 10.18

2y 0.601 0.724 12.30

5y 1.352 1.533 18.12

10y 2.026 2.173 14.62

30y 2.861 2.959 9.81

Currencies 

22-Oct 29-Oct % Change

USD/PHP 46.640 46.900 0.56%

EUR/USD 1.1109 1.0977 -1.19%

GBP/USD 1.5394 1.5310 -0.55%

USD/JPY 120.69 121.13 0.36%

AUD/USD 0.7208 0.7074 -1.86%

USD/CHF 0.9732 0.9895 1.67%

EUR/CHF 1.08103 1.08627 0.48%

EUR/JPY 134.07 132.97 -0.82%



 

The US Dollar fell Monday on poor US new-home sales which fell 11.5% to 468,000 last September, capping off the strong summer 

selling season and inventories of new homes grew 4.2% to 225,000. This more than offset news of Weaker German business 

confidence, which registered a 3-month low index score of 108.2 for September. On Tuesday, more bad news as US durable goods 

orders declined for a second consecutive month, shedding 1.2% in September, pushing the greenback further down. Mid-week, the 

US Dollar recovered as the Fed's largely anticipated October FOMC decision not hike interest rates was realized and as the 

ensuing hawkish commentary forced the market to give more weight to a December lift-off. Towards the weekend, the greenback 

resumed its slide after 3Q US GDP results disappointed consensus expectations of 1.6% growth (YoY), with July-to-August output 

coming in just shy at 1.5%. Week-on-Week, the EUR/USD pair fell 1.32 US Cents, or -1.19%, to close trading at the 1.0977 level.    

 

The week ahead (November 2 –  November 6) 

 

This week, markets were largely driven by economic data out of the US, and caution ahead of the FOMC meeting. Surprisingly, a 

hawkish tone from the Federal Reserve served to boost sentiment, likely on the premised that the US economy was seen to be on 

the road to sustainable recovery. For the week ahead, we expect global equities to trade with a slight upward bias, with mostly 

positive sentiment carrying over from this week. On the other hand, Treasury prices may trend lower and the prospect of a 

December rate hike moves closer and closer. All eyes will be on the October payroll survey due to be released next week. For next 

week, expect the EUR/USD pair to trade sideways with a slight upward bias should the critical US non-farm payroll number for 

October disappoint consensus expectations of 180,000 jobs, for a third consecutive week, upon release late next week.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Philippine Financial Markets 

The local equities market succumbed to profit taking after a strong run-up last week due to underwhelming corporate 
earnings and the Fed's hawkish statements. Prices of local government securities moved rose this week, tracking US 
Treasury prices as investors reacted to the hawkish tone from the Fed post-FOMC meeting. The Peso under-performed the 
US Dollar this week on risk mitigation ahead of the October FOMC meeting and as the ensuing commentary pointed in the 
direction of a likely December lift-off. 
 
Local Equities  

  
The local equities market suffered from a massive profit taking as the local 
companies' third quarter earnings failed to surprise to the upside and a more 
hawkish tone was heard from the Fed. 
 
The PSEi started the week on a strong note on the back of a delayed reaction 
from China's added stimulus announced on Friday the week prior. However, the 
local companies that kicked off the earnings season failed to sustain the rally 
due to their underwhelming results. All index names that released their third 
quarter performance missed consensus estimates, erasing gains made early 
this week. Meanwhile, the two-day FOMC meeting was concluded with hawkish 
statements from the Fed which were taken quite positively by the international markets as it indicates improving US economy, but it 
resulted to a further sell-off in the PSE since it could mean that the lift-off could be sooner than expected. Currently, there is a 
higher probability of an interest rate hike being delayed to 2016. Lastly, the US 3Q GDP figure which came in lower than consensus 
(2.0%) at 1.5% dampened sentiment some more.  
 
Week-on-week, the PSEi lost 102.12 points or -1.41%, closing at 7,134.26. For the week, foreigners were net buyers at Php32.37 
million or US$0.83 million. Year-to-date, net foreign outflows are roughly US$922 million.  
  
Property: 

 Gokongwei-led Robinsons Land Corp. (PSE ticker: RLC) disclosed yesterday that it acquired the right to use an 8.5-hectare 

property in Chengdu, China. The company plans to build residential projects with a commercial component on the property. 

According to the company, the property is highly accessible to transportation routes, business facilities, sports, entertainment 

and dining destinations. It goals to become the leader in mixed-use developments in the Chinese market. 

  

Services: 

 In a disclosure to the PSE, Manila Electric Corp. (PSE ticker: MER) reported net income for the nine months ended 

September 30, 2015 at Php16.1 billion, 13% higher than last year. The growth was primarily attributable to the 5% increase 

in volumes. Meanwhile, costs and expenses declined by 3% year-on-year, resulting to margin expansion. MER also booked 

non-recurring gain from sale of subsidiaries amounting to Php5.6 billion, driving non-electric revenues 44% higher. 

Financials: 

 Union Bank of the Philippines (PSE ticker: UBP) reported net income of Php3.67 billion for the first nine months of the year, 

39% lower than last year's Php6.0 billion. The decline was due to significantly lower trading gains and higher expenses. 

Trading gains were reported to be at only Php236 million, just a tenth of last year's Php2.36 billion. Net interest income was 

Php3.14 billion, slightly down from Php3.17 billion the prior year. 

 Sy-led BDO Unibank, Inc. (PSE Ticker: BDO) reported a net income of Php17.6 billion for the first 9 months of 2015, up 5.3% 

YoY from the Php16.7 registered in 9M14. Growth was driven by its lending operations, which picked up by 19% YoY to 

Php1.2 trillion, as BDO’s acquisition of One Network Bank was completed in July 2015. As a result, net interest income was 

up 12% YoY to Php41.8 billion. Its fee-based businesses were strong as well, rising to Php13.9% billion. Meanwhile, 

operating expenses grew 11% YoY. 

 Security Bank Corporation (PSE ticker: SECB) reported a net income of Php6.1 billion for the first 9 months of 2015, down 

5.5% YoY on the lack of extraordinary trading gains seen in 2014. Nevertheless, SECB’s core business appeared healthy as 

loan growth reached 20% YoY to Php217 billion, while deposits grew by 19% to Php275 billion. Loans were driven mainly by 

consumer lending, up 81% YoY while corporate/commercial loans were up 15%. For the period, return on equity was at 16% 

while return on assets was 1.9%. 

 BDO Leasing and Finance Inc., a unit of BDO Unibank Inc. (PSE ticker: BDO), reported a 2.4% growth in earnings during the 

first nine months of the year due to the robust growth in its loan and lease portfolio. Net income was reported at Php387 

23-Oct 30-Oct % Change

PSEi 7,236.38 7,134.26 -1.41%

Philippine  Stock Exchange  Index



 

million, Php9 million higher than last year's Php378 million. The company said that it will continue to focus on growth areas 

and key provinces through the expansive network of its parent.  

Holding Firms: 

 The power generation arm of San Miguel Corp. (PSE ticker: SMC), San Miguel Energy Corp. (SMEC), filed a plunder case 

versus Power Sector Assets and Liabilities Management Corp. (PSALM) for allowing the Sual power plant's operators to sell 

off a portion of its power production. It meant that SMEC may get less than the guaranteed 1,000-megawatt (MW) net 

contracted capacity ordered to it by the National Power Corp. (Napocor). The complainant mentioned further that PSALM 

violated Sections 3(e) and 3(f) of Anti-Graft and Corrupt Practices Act since the independent power producers to whom the 

excess capacity was sold to did not even pay a fee for it. 

 Listed company Aboitiz Equity Ventures, Inc. (PSE Ticker: AEV) ended 3Q2015 with a  consolidated net income of Php4.1 

billion, a decline of 15% YoY. Of the total, power accounted for 74% while financial services, food, real estate and 

infrastructure SBUs each contributed 13%, 11%, and 1%, respectively. For the first 9 months of the year, AEV incurred a 

non-recurring loss of Php632.2 million, which came from the revaluation of the Power SBU’s consolidated dollar-

denominated liabilities and placements. Net of this, AEV’s core net income amounted to Php12.5 billion, down 10% from 

2014 levels. 

Industrial: 

 Century Pacific Food, Inc. (PSE ticker: CNPF) acquired 100% of Century Pacific Agricultural Ventures, Inc. (CPAVI), a 

coconut products manufacturer. The transaction price was set at Php4.5 billion which was cited by the company as being at 

a meaningful discount to CPAVI's estimated value. The investment in expected ti increase CNPF's net profit by 7-8% next 

year. Half of the transaction price will be funded by cash while the remaining will be financed through the issuance of new 

shares to its parent at Php17.55 apiece. 

Mining and oil: 

 Petron Corporation (PSE ticker: PCOR) reported a consolidated net income of Php5.1 billion for the first nine months of the 

year, 58% higher than previous year's Php3.2 billion primarily due to the increase in sales volumes and a more stable oil 

price environment. Revenues declined by 27% despite sales volume rising by 14%. Nonetheless, operating income nearly 

doubled to Php13.7 billion from Php7.1 billion in 2014. 

 Listed fuel firm Philex Petroleum Corp. (PXP) posted a net loss of Php118.1 million in the first 9 months of 2015, coming from 

the Php376.9 million net lost in 2014. The main reason for the loss was lower petroleum revenues contributed by subsidiary 

Forum Energy Plc, due to a drop in crude oil prices, and a lower production from Service Contract (SC) 14C1 Galoc. 

Revenues for the first 9 months of the year were down from Php272.33 million to Php105.51 million. 

 
 
Philippine Bond Market  
 
On the local fixed income space, prices of government securities moved 
sideways ahead of the FOMC meeting and the lack of fresh leads locally. In 
general, yields mostly tracked US Treasuries, which were down at the 
beginning of the week on bargain-hunting, but ultimately rose post-FOMC 
meeting following a hawkish tone from the Fed. A weak 3Q15 GDP growth 
print from the US was mostly shrugged off.  
 
 
Yields rose by 5  basis points, on average, across the length of the curve with 
the short-end of the curve increasing by 20.35 basis points. Meanwhile, the 
belly declined by 5.45 basis points and the long-end of the curve increased by 
1.92 basis points.  
 
 
 
 
Philippine Peso  

 
The Peso under-performed the US Dollar this week on risk mitigation ahead of the October FOMC meeting and as the ensuing 

commentary pointed in the direction of a likely December lift-off. Early in the week, the Peso fell relative to the greenback as the 

latter strengthened relative to all global peers following accommodative moves on the part of the ECB and PBoC. As the October 

T enor 23-Oct 30-Oct  Change

1m 2.18 2.29 11

3m 1.87 2.30 43

6m 2.28 2.42 14

1y 2.40 2.53 13

2y 3.32 2.87 -46

3y 3.17 3.26 8

4y 3.70 3.74 3

5y 3.49 3.56 7

7y 4.17 4.17 0

10y 3.68 3.72 4

20y 5.14 5.14 1

25y 4.62 4.63 1

Average 5.0

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

FOMC meeting approached, investors reduced risk and the US Dollar continued its rally on Tuesday. As of mid-week, the Peso 

strengthened in a short-lived reversal as poor US durable goods orders service sector PMI and consumer sentiment all but 

confirmed no lift-off this week. The Peso started to slide again Thursday even with the decision not to hike because of the clearest 

emphasis yet, on the part of the Fed, that December is an increasingly appropriate opportunity to begin increasing interest rates. By 

the end of the week, the Peso appreciated slightly as investors closed out their prior long positions ahead of the weekend and as 

they prepared for critical US non-farm payrolls release next week. Week-on-week, the USD/PHP pair rose 26 centavos, or 0.56%, 

to close the week at the 46.90 level. 

 

 According to the BSP's third quarter 2015 Senior Bank Loan Officers' Survey, overall credit standards for commercial real 

estate loans tightened for the 13th consecutive quarter. Banks surveyed reported stricter collateral requirements and loan 

covenants together with wider loan margins, reduced credit line sizes, shorter loan maturities, and increased use of 

interest rate floors for commercial real estate loans. Nonetheless, the banks still expect increased demand in the fourth 

quarter on the back of the clients' improved economic outlook. 

 Bank deposits rose 7.3% to Php6.8 trillion during the first seven months of the year. The growth was lower than last 

month's 8.2%. Savings and demand deposits which increased by 9% and 12.3%, respectively, remained to be the primary 

sources of funds for the banking system. Gross non-performing loan ratio improved to 2.4% as of end-June this year from 

2.7% last year while net non-performing loan also fell to 0.6% from 0.7%. 

 Data from the Philippine Statistics Office (PSA) showed that imports grew at a slower pace in August due to the weaker 

demand in minerals and transport equipment. Total imports were recorded at US$6.08 billion, 4.1% higher than last year's 

US$5.84 billion. This growth is slower compared to the same month last year which clocked in at 5% and last month's 

16.9% expansion. Year-to-date, imports totaled US$43.65 billion, 1.5% higher than the same period last year. Meanwhile, 

the country's balance of trade stood at a deficit of US$953.89 million as of August, more than double of last year's 

US$373.28 million deficit. 

 According to World Bank Group's Doing Business 2016 report, the Philippines' ranking in terms of ease of doing business 

dropped six notches to 103rd to last year's 97th spot across 189 economies. Despite the decline, the country was 

recognized by the World Bank Group for the improvement in communications between the Securities and Exchange 

Commission and the Social Security System. The National Competitiveness Council (NCC) and Finance Secretary Cesar 

Purisima expressed disappointment on the outcome of the survey citing that the methodology used did not appropriately 

captured reforms made. 

 Data from the Department of Finance showed that the government’s debt rose by 4.1% to Php4.7 trillion as of June. 

Nonetheless, debt as a percentage of GDP declined to 36.2% from 37.3% in the same period last year. General 

government debt rose due to the increase in foreign liabilities but this was partially offset by the reduction in LGU debt 

level. 

 In a statement, the Bureau of Customs said that it collected Php32.65 billion in September, 0.8% lower than last year's 

Php32.9 billion. The decline was due to the drop in the total value of imports. On a year-to-date basis, the bureau has 

collected a total of Php268.23 billion, 0.9% higher than last year, but below the Php314.17 billion target. 

 In a disclosure, the Philippine Deposit Insurance Corp. (PDIC) said that total deposits grew by 9% to Php8.6 trillion during 

the first six months of the year. This growth is the highest ever recorded in the last 10 years. Moreover, the PDIC disclosed 

that 22.7% or Php1.95 trillion of the total deposits in the banking system is insured. The number of bank branches also 

increased to 10,334, 5.5% higher than last year's 9,793. 

The week ahead (November 2 – November 6) 

 

This week, we expect the market to continue to be guided by the earnings results of the local corporates. Key economic data from 

both local and the US may also drive the direction of the market. For this week, our expected trading range 6,800 to 7,100. We 

expect bond prices to continue trading sideways next week, though most will be eyeing the October inflation figure, which the BSP 

expects to range from 0.1% to 0.9%. This is much lower than prior months, but still above negative territory. All eyes will also be on 

the October US nonfarm payrolls figure. For next week, expect the USD/PHP pair to trade sideways with a slight downward bias 

should the critical US non-farm payroll number for October disappoint consensus expectations of 180,000 jobs, for a third 

consecutive week, upon release late next week.  


