
 

 

November 09, 2015 
   
    
Global Financial Markets 

Global equities ended the week higher as gains from a dovish ECB more than offset losses from a hawkish Fed and a 
mixed bag of corporate earnings results. US Treasury yields rose as investors anxiously awaited US economic data and 
amid hawkish statements from key Fed officials, which hinted that a December 2015 rate hike was not yet off the table. The 
US Dollar closed last week on a strong note in anticipation of an earlier Fed liftoff. 
  
Global Equities 
 

Global equity indices were up 
week-on-week in light of the ECB 
President Mario Draghi’s dovish 
comments, more than offsetting 
losses incurred during the latter 
part of the week amid mixed 
corporate earnings and hawkish 
statements from the Fed.  

US equities fell last Friday 
following misses in the personal 
income and consumer spending 
figures and as corporate 
earnings were mixed. Stocks 
recovered at the beginning of the 
trading week led by M&A activity, 
with gains extending for a 
second day following ECB 
President Mario Draghi’s 
comments that the central bank 
will review the extent of 
monetary easing in its December 
meeting. However, gains were 
short-lived as Fed Chair Janet 
Yellen testified before the House 
Services Financial Committee 
and stated that a December lift-
off was a “live possibility”, followed by more hawkish statements from Atlanta Fed President Dennis Lockhart.  

On the other hand, European stocks were up last Friday as the Eurozone inflation came out in line with estimates. Stocks continued 
to rise for most of the week in light of positive manufacturing activity in the Eurozone and ECB President Draghi’s comments that 
gave rise to the possibility of more easing in the region. However, gains were somewhat tempered by the end of the week due to 
mixed corporate earnings results.  
 
Asian shares were down last Friday in light of the Fed’s hawkish statement during its latest FOMC meeting and as investors stayed 
on the sidelines ahead of China’s PMI. The miss in the PMI print caused continued weakness in the region at the start of the trading 
week. Asian shares rebounded in the middle of the week following dovish comments from the ECB and as President Xi Jinping 
stated that China can sustain a 7% growth in the economy over the next five years. Statements from Fed officials that a December 
rate hike was still on the table caused stocks to fall by Thursday. 
 
Week-on-week, the MSCI World, MSCI Europe, and MSCI Asia-Pacific ex-Japan indices rose 0.29%, 0.88%, and 1.13%, 
respectively. The Dow Jones Industrial Average index and S&P500 index rose 1.16% and 1.10%, respectively.  
 

Economic data released for the week were mixed but mostly indicative of a continued recovery in the US labor market:  
 

 Reports from payroll processor Automatic Data Processing Inc. and forecasting firm Moody’s Analytics showed that private 

sector payroll growth improved in October. Private payrolls in the US rose 182,000—beating market estimates of 180,000.  

Small businesses powered the increase for the month of October, rebounding from September and accounting for nearly 

half of the private-sector jobs added last month. Small businesses added 90,000 positions while large companies added 

just 29,000. 

 Reports from the U.S. Labor Department showed that U.S. productivity in the third quarter rose at a modest pace. 

Productivity of non-farm workers grew at a seasonally-adjusted annual rate of 1.6%-- beating market estimates of -0.3%. 

The better-than-expected reading was largely due to a 1.2% increase in output and a 0.5% annualized decline in hours 

29-Oct-15 05-Nov-15 % Change

MSCI World 1,705.80 1,710.77 0.29%

MSCI Europe 126.85 127.97 0.88%

MSCI Asia-Pacific ex-Japan 422.47 427.23 1.13%

Dow Jones Industrial Average 17,663.54 17,867.58 1.16%

S&P 500 2,079.36 2,102.31 1.10%
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worked. Meanwhile, productivity in the manufacturing sector rose 4.9%-- the best increase in four years. Unit labor costs, 

closely-watched gauge of compensation costs, grew at a 1.4% annualized rate (+2% year-on-year) after declining 1.8% in 

the second quarter.  

 Reports from the US Labor Department showed that US labor costs increased during the third quarter. The employment-

cost index met market expectations, as it advanced a seasonally-adjusted 0.6% quarter-on-quarter. Meanwhile, total 

compensation grew 2% year-on-year.  

 Data from the University of Michigan showed that consumer confidence in the US dropped in October. The University of 

Michigan final consumer sentiment index was below market estimates of 92.5, as it the figure declined to 90 from the flash 

reading of 92.1 but bounced from the September final reading of 87.2.  

 Reports from the US Commerce Department indicated that US consumers edged up spending in September at the slowest 

pace in 8 months. Spending increased 0.1% month-on-month after rising a revised 0.4% in August. Meanwhile, consumers 

augmented their spending on durable goods by 0.8% month-on-month, while spending on services rose 0.4%. Personal 

income edged up 0.1% (Mkt est: +0.2%), the smallest increase since March.  

 Reports from the US Commerce Department indicated that inflationary pressures in the US have yet to kick in, as the price 

index for personal-consumption expenditures, the Federal Reserve’s key inflation measure, inched down 0.1% month-on-

month—the largest decline since January, while prices rose just 0.2% year-on-year. Core prices, which exclude food and 

energy costs, missed street expectations by 10 basis points, as it tickled up 0.1% MoM and 1.3% YoY. Meanwhile, the 

personal saving rate increased to 4.8% from 4.7% in August.  

 

 
Global Bonds  
 

US Treasury yields rose this week as market players anxiously awaited 

economic data releases in anticipation of a potential December Fed rate hike. 

Treasury yields initially slumped at the start of the week amid month-end 

portfolio rebalancing before tracking an upward trend for most of the week as 

investors cautiously awaited US economic data releases, particularly labor 

data, and following hawkish statements from key Federal Reserve officials. In 

the middle of the week, US Treasuries slumped amid Janet Yellen’s 

statement that December is still a live option for a rate hike.  

 

During the course of the week, Atlanta Federal Reserve President Dennis Lockhart stated that the argument for the FOMC to begin 

raising short-term interest rates should “firm up” ahead of its December policy meeting. He expects to see a subsiding of the risks, 

particularly the Chinese growth slowdown, sudden escalation in global market volatility in global financial markets that led to a hold 

in September and October. He firmly believes that the case for lift-off will continue to firm-up moving into the next FOMC meeting. 

He reiterated that headed into the October FOMC meeting, he felt that a successful outcome would be the aligning of expectations 

that the upcoming December meeting is a possibility albeit not a certainty.  

 

Week-on-week, yields across the curve rose by 5.52 basis points on average led by the 2-year yield rising 10.20 basis points, while 

the 5-year yields rose 9.74 basis points.  

 

Currencies  

 
The US Dollar ended the week strong following encouraging economic data 

releases that strengthened the case for a December rate hike. The US Dollar 

initially trended marginally lower versus major trading peers following month-

end portfolio rebalancing by fund managers before gaining momentum 

following a mixed bag of economic data releases in the US and hawkish 

statements by key Federal Reserve officials. Market players focused on 

improving economic conditions in the US, particularly in-line employment-

cost index, private sector payroll growth, and better-than-expected US 

productivity. While certain economic data releases were less encouraging 

such as the manufacturing PMI and consumer confidence in the US, 

investors focused on the positive labor market conditions that strengthens the claim for a December lift-off. 

 

Week-on-Week, the EUR/USD pair fell 0.99% to close trading at the 1.0861 level.    

 

 

 

US Treasury Yield Curve

Tenor 29-Oct 5-Nov  +/- bps

3m 0.061 0.036 -2.55

6m 0.214 0.270 5.61

2y 0.724 0.826 10.20

5y 1.533 1.631 9.74

10y 2.173 2.232 5.98

30y 2.959 3.000 4.11

Currencies 

29-Oct 5-Nov % Change

USD/PHP 46.900 46.935 0.07%

EUR/USD 1.0970 1.0861 -0.99%

GBP/USD 1.5270 1.5380 0.72%

USD/JPY 120.83 121.89 0.88%

AUD/USD 0.7103 0.7137 0.48%

USD/CHF 0.9898 0.9965 0.68%

EUR/CHF 1.08577 1.08239 -0.31%

EUR/JPY 132.55 132.39 -0.12%



 

 

The week ahead (November 9 – November 13) 

 

This week, markets were largely driven by possible monetary actions from central banks in the US and Eurozone, with the focus 

returning to the Fed by the end of the week. Non-farm payrolls coming out in the latter part of the week would provide a gauge as to 

the strength of the US labor market, and a strong number would give more impetus for the Fed to push through with a December 

rate hike. As such, we expect global equities to trade with a slight downward bias for the week ahead. Meanwhile, we expect 

Treasury prices to track a downward trajectory as the prospect of a December rate hike moves closer and closer. All eyes will be on 

the October non-farm payrolls figure to be released within the week. For next week, expect the EUR/USD 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.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Philippine Financial Markets 

The local equities market continued to track a downward trajectory as investors traded cautiously and reflected the 
overarching mood of uncertainty after the Fed’s hawkish statement and a December lift-off being back on the table. Prices 
of local government securities fell this week, tracking US Treasury prices as investors further increased their expectations 
of a December lift-off following hawkish statements from several key Fed members. Similarly, the US Dollar strengthened 
during the week as risk-off sentiment prevailed following the said hawkish statements. 
 
Local Equities  

  
The local equities market fell as investors remained cautious following risk-off 
sentiments resulting from the Fed’s hawkish statements and the possibility of a 
2015 US interest rates lift-off. Earnings released during the week were also not 
enough to sustain the rally seen earlier. 
 
Early in the week, the local equities market rallied, bucking the regional trend, 
buoyed by in-line to slight improvements in earnings released, although 
volumes were thin. Towards the end of the week, the market succumbed to 
profit taking and the downward trend was cemented as foreign investors sold off 
emerging markets as risk-off sentiment persisted. 
 
Week-on-week, the PSEi lost 16.06 points or -0.23%, closing at 7,118.20. For the week, foreigners were net sellers at Php480.52 
million, or US$10.24 million. Year-to-date, net foreign outflows are roughly US$950 million.  
  
Property: 

 Robinsons Land Corporation (PSE ticker: RLC) estimates that it will spend Php16 to 17 billion for capital expenditures in the 

Philippines, excluding China, for fiscal year 2016. The budgeted capex will be spent for shopping centers, residential 

buildings, and office projects. In 2016, the company plans to open five new malls and two shopping centers in. It is also 

launching a 500-room hotel residences project estimated to bring in Php6 billion sales in Ortigas. By 2019, RLC is aiming to 

double its 2014 net income of Php4.7 billion. 

 In a disclosure, SM Prime Holdings, Inc. (PSE ticker: SMPH) reported Php4.2 billion Q3 income, up 15% YoY. YTD earnings 

registered a 70% increase YoY at Php22.9 billion. Sans the one off trading gains on marketable securities booked Q1, 

recurring net earnings is up 15% from last year’s Php13.5 billion. SMPH President Hans T. Sy attributed the company’s 

performance to the expansion of its shopping mall, residential, office and leisure businesses starting two years ago. SMPH 

also said in the disclosure that growth is expected to be sustained as mall footprint is expected to increase 13% this year. 

 In an interview, Vista Land and Lifescapes, Inc. (PSE ticker: VLL)  said that it is targeting to launch 10 projects in the Davao 

Region next year. VLL official Maribeth C. Tolentino said that the first three of the 10 projects lined up are the 175-hectare 

township development in Toril, located in the southern part of the city, another project in central Davao City, and a horizontal 

project in Tagum City, Davao del Norte. The region is expected to account for 15% of VLL’s capex in 2016, similar to this 

year’s allocation. 

Services: 

 Philippine Long Distance Telephone Co.’s (PSE ticker: TEL) international long distance business still continues to show its 

decline, dragging the telecom giant’s profits in the third quarter. Core net income in the third quarter fell to Php8.15 bill ion, a 

YoY drop of 6.6%, missing some analyst estimates. YTD core net income is also down YoY at Php27.1 billion or a 5% 

decline. TEL CEO Nazareno said yesterday that “the third quarter is seasonally weak historically”. Meanwhile, on the buzz 

about Telstra’s entrance into the market, Chairman Pangilinan said that their planning assumptions for 2016 includes Telstra 

in the picture. He also added that PLDT is now preparing its network to make it at par with world standards. 

 Maynilad Water Services, Inc. (Maynilad) held a groundbreaking ceremony as a sign of the construction commencement of 

its Php1.43-billion sewage treatment plant (STP) in San Dionisio, Parañaque City, which can treat up to 76,000 cu.m. of 

wastewater per day. Funding for the Parañaque STP came also from the Japan International Cooperation Agency (JICA) 

through the Development Bank of the Philippines (DBP). 

Holding Firms: 

 In a conference, SM Investments Corporation (PSE ticker: SM) announced its third quarter earnings. Both 2015 9M net 

income and revenues are up 7% YoY at Php19.4 billion and Php206.2 billion, respectively, driven by double digit growth in 

the property and retail businesses but dragged down by the lukewarm performance of the conglomerate’s bank. SM closed 

at Php888 per share today, up by 0.91% versus yesterday. 

30-Oct 6-Nov % Change

PSEi 7,134.26 7,118.20 -0.23%

Philippine  Stock Exchange  Index



 

 

Consumer: 

 Metro Retail Stores Group, Inc., the Cebu-hailed supermarket, hypermarket, and department stores operator priced its IPO at 

Php3.99 per share. This represents a 35% discount from the maximum Php6.10 per share printed in its preliminary 

prospectus. According to BPI Capital Corp. COO, “there was price sensitivity due to market volatility and MRSG decided to 

price at P3.99 per share in order to include high-quality investors”.  To trade under the ticker MRSGI, the company will sell up 

to 920 million primary shares plus 92 million secondary shares and will have a public float of 26.7%. 

Gaming 

 Bloomberry Resorts Corp. (PSE ticker: BLOOM) reported 3Q15 result of Php187-million loss, an improvement from the 

Php787-million loss in 2Q15 due to the lower provision for bad debts, but worse off than the Php992-million net income last 

year (3Q14). This brings 9M15 loss to Php1.5-billion, lower than the Php3.3-billion earnings during 9M14. 

 
Philippine Bond Market  

 
On the local fixed income space, prices of government securities initially 
moved upwards as investors were expecting continuation of subdued inflation 
for the month of October. However, hawkish statements from several key Fed 
members, specifically Fed Chair Janet Yellen’s statement that a December 
lift-off was a “live possibility”. The hawkish tone from the FOMC meeting 
followed by statements from certain Fed members led to investors hiking their 
expectations of a December lift-off and leading to increase in yields, despite 
the October inflation coming in at just 0.4%.  
 
Yields fell by 0.81 basis points, on average, but majority of the curve tenors 
(seven out of twelve) rose, with the 77 basis points decline in the 1-month 
tenor pulling down yield movements. The short-end of the curve fell by 31.11 
basis points. Meanwhile, the belly and long-end rose by 20.36 basis points 
and 4.31 basis points, respectively. 
 
 
 
Philippine Peso  
 
The Peso continued to underperform the US Dollar this week as the expectation for a US lift-off intensified following comments from 

key Fed members. The Peso initially rallied following improvement in EM sentiment from better-than-expected services numbers in 

China. However, the US Dollar strengthened after key Fed members spoke about the likelihood of a December lift-off, compounded 

further by positive economic data releases in the US (e.g. Q3 productivity numbers), and lack of significant surprises in the 

economic data locally. Investors also took positions ahead of the US nonfarm payroll data release by the end of the week. Week-

on-week, the Peso lost 11.5 centavos, or 0.25%, to close the week at the 46.935 level. 

 

 According to the Bureau of Treasury, the budget deficit reached Php22.1 billion in September vs. a surplus of Php15 billion 

in August, and almost 4x larger than the Php5.2 billion shortfall in September 2014. Deficit for the first nine months 

reached Php25.5 billion, which is Php5.6 billion less than the deficit a year ago, and represented only 11% of the nine-

month cap of Php229.5 billion. 

 The Energy Regulatory Commission (ERC) announced the passage of a resolution dated Oct. 20 ordering the 

implementation of a scheme which requires distribution utilities to conduct a competitive bidding process among electricity 

generation firms after due study and consultation. Power Supply Agreements (PSAs) already filed with the ERC will not be 

covered by this change. Only after two failed competitive selection processes may a distribution firm enter into direct 

negotiation. Said scheme is intended to enhance transparency in the purchase of electricity, with a view towards producing 

least-cost transactions. 

 The Bangko Sentral ng Pilipinas (BSP) is expecting some market volatility when it shifts to a corridor approach in setting 

monetary policy. BSP Deputy Governor Diwa C. Guinigundo added that the shift to an interest rate corridor system (by the 

2Q16) may cause funds to flow to the new instruments under the planned term deposit auction facility. 

 National Treasurer Roberto V. Tan said that the government has asked for approval to offer dollar-denominated bonds 

from the Bangko Sentral ng Pilipinas (BSP) and is talking with the US Securities and Exchange Commission (SEC) for 

shelf registration. The Philippines could issue up to USD750 million with proceeds to be used to prefund next year’s budget 

and also as a liability management exercise. 

 Bidding for the PPP of the Department of Justice’s Php50.2 billion prison facility is delayed to December 1 from the original 

September 21 schedule. The delay was due to the review of the contract by the Office of the Solicitor General. Despite the 

T enor 30-Oct 6-Nov  Change

1m 2.29 1.52 -77

3m 2.30 2.29 -1

6m 2.42 2.55 13

1y 2.53 1.94 -59

2y 2.87 3.45 59

3y 3.26 3.56 31

4y 3.74 3.71 -2

5y 3.56 3.72 16

7y 4.17 4.15 -1

10y 3.72 3.75 3

20y 5.14 5.16 2

25y 4.63 4.71 8

Average -0.8

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

 

delay, the DOJ wants to keep the rest of the timetable, with construction starting in April next year. The prison facility wi ll 

rise at Fort Magsaysay in Nueva Ecija and will house 26,880 inmates from the New Bilibid Prisons and Correctional 

Institute for Women. 

 Inflation for the month of October was +0.4% YoY, or +0.1% MoM, in-line with consensus estimates. Basic food prices 

increased slightly by 0.7% YoY, offset by declines in cost of housing, water, light, and fuel of 2.1% YoY. The year-to-date 

figure stands at the lower end of the 2% to 4% range expected by the local central bank for 2015. 

 The Japan International Cooperation Agency (JICA) completed the Metro Cebu Roadmap, “Roadmap Study for 

Sustainable Urban Development in Metro Cebu”, after two years, with the goal of providing one million new jobs and 5.8% 

growth by 2050. The plan requires 10 flagship projects for implementation until 2020 and 14 anchor programs to be 

executed by 2050. 

 The Department of Finance (DoF) is considering increasing the dividend payout rate from state-run firms, to match the 

payout rate enjoyed by shareholders of listed companies.  Finance Secretary Cesar V. Purisima said adjustments can be 

made to improve the profitability of these state-run firms, to increase the treasury's revenue.  
 

The week ahead (November 9 – November 13) 

 

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 is 7,000 to 7,200. We 

expect bond prices to trade sideways with a downward bias next week, with no significant data release next week as investors do 

not expect the BSP to change its policy rates despite the low inflation print. Downside bias comes from expectation of a strong US 

non-farm payrolls data release, which will compound the momentum towards a December lift-off if it remains above 150,000, 

especially if it beats consensus of 185,000. Similarly, we also expect the USD/PHP pair to trade sideways with a downward bias for 

the Peso should the US non-farm payroll number remain strong, and if positive developments continue for US employment 

numbers. 


