
 

 

November 16, 2015 
   
    
Global Financial Markets 

Global equities suffered losses this week as investors continued to price in a 2015 liftoff signaled by hawkish statements 
from Fed, with commodity weakness worsening the losses. US Treasury yields continued to rise in light of the strong 
labor data in the US and amid signals from key Fed officials that a December lift-off is likely. These factors also caused the 
US Dollar to remain strong versus the Euro. 
  
Global Equities 
 

Global equity indices were down week-
on-week as increased anticipations of 
a Fed tightening by year-end 
continued and as investors saw lower 
oil prices, reinforcing worries on global 
growth. Upbeat non-farm payroll data 
in the US lifted the probability of the 
December rate increase as the Fed 
pointed in their earlier meetings that 
they are looking for improvements in 
the labor markets. Speeches during 
the week also echoed the hawkish 
view. 

Earlier in the week, US equities 
received mixed responses on a 
sectoral basis as renewed belief of a 
December liftoff set the stage for 
positive sentiments on baking and the 
opposite for utilities and REITs. The 
following days, however, saw negative 
sentiment bleeding through the whole 
market. Lower commodity prices seen 
during the week exacerbated risk-off 
sentiments. 
 
The rally of the European stocks 
earlier in the week was wiped out as the week closed. Despite the ECB’s dovish tone, a boost from a merger in the brewing sector, 
and some positive corporate earnings releases, risk-off sentiments still prevailed because of other companies posting lackluster 
results, the threat of the US lift-off and deflation threat from China. 
 
Asian equities were down for most of the week following the release of the strong US non-farm payroll figure and as the 
Organization for Economic Cooperation and Development downgraded their forecasts on global growth, with the OECD remarking 
that sluggish growth can be attributed to emerging market weakness. Slight bargain-hunting at the end of the week was not able to 
compensate much for losses sustained. 
 
Week-on-week, the MSCI World, MSCI Europe, and MSCI Asia-Pacific ex-Japan indices shed 1.93%, 2.03%, and 1.77%, 
respectively. The Dow Jones Industrial Average index and S&P500 index lost 1.16% and 1.15%, respectively.  
 

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

 October non-farm payrolls rose to 271,000, a spectacular increase from the disappointing August and September 

numbers. Meanwhile, unemployment dipped to 5% (versus 5.1% last month), the lowest print since April 2008. Average 

hourly earnings of workers in the private sector also rose, with wages up by 2.5% yoy to USD25.20. 

 Data from the US Federal Reserve showed that American consumers increased their borrowings in September, growing at 

the fastest pace in 18 months. Consumer credit grew USD28.9 billion (mkt est: USD10 billion), or 10% year-on-year. 

Revolving credit increased 8.7% yoy, while non-revolving credit increased 10.5% yoy. 

 The Conference Board Employment Trends Index™ increased to 129.48 in October from September’s 128.65; on a YoY 

basis, the improvement came at 4.1%. Of the eight components, six showed improvement, led by Ratio of Involuntary Part-

time to All Part-time Workers, Number of Temporary Employees, and Real Manufacturing and Trade Sales.   

 Data from the US Department of Commerce showed that US wholesale inventories expanded faster than expectations in 

September. Inventories were up 0.5% (mkt est: 0.1%), higher than the upwardly revised 0.3% growth in August. The beat 

05-Nov-15 12-Nov-15 % Change

MSCI World 1,704.39 1,671.49 -1.93%

MSCI Europe 128.30 125.69 -2.03%

MSCI Asia-Pacific ex-Japan 423.59 416.10 -1.77%

Dow Jones Industrial Average 17,910.33 17,702.22 -1.16%

S&P 500 2,099.20 2,075.00 -1.15%
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was primarily due to a 1.9% spike in inventories of non-durable goods as a result of higher stocks of farm product raw 

materials and drugs. Wholesale sales were also up 0.5% (mkt est: 0.1%), rebounding from the 0.9% decline in August.  

 September US job openings reached the second highest in Labor Department’s Job Openings and Labor Turnover 

Summary’s (Jolts) 15 years. The openings printed 5.53 million, higher than the market estimate of 5.4 million and August’s 

5.38 million by 2.41% and 2.79%, respectively. However, hiring rate fell slightly from 5.1 million to 5.0 million. Meanwhile, 

the quit rate remained at 1.9%, still below pre-recession rates. Economists look at the Jolts report to analyze the labor 

markets’ turnover. 

 Data from the US Department of Labor showed that initial jobless claims for the week ended November 7 were steady. 

New applications for unemployment benefits remained at 176k (mkt est: 170k), with the four-week moving average 

increasing by 5,000 to 267,750. On the other hand, continuing claims were up 5,000 to 2.174 Mn (mkt est: 2.155 Mn).  

 

 
Global Bonds  
 

US Treasury yields rose this week as market players reacted to the strong 

labor data from the US, further increasing expectations of a December Fed 

rate hike. Treasury yields initially slumped at the start of the week due to the 

October non-farm payroll print. In the middle of the week, profit-taking caused 

yields to slightly dip, with the drop in yields continuing  after the Veterans Day 

holiday as some Fed officials hinted on a cautious path the Fed must take 

towards the normalization of interest rates.  

 

Week-on-week, yields across the curve rose by 7.48 basis points on average led by the 2-year yield rising 4.50 basis points, while 

the 10-year yields rose 7.93 basis points.  

 

 

Currencies  

 
The US Dollar continued to end 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 1.23% to close trading at the 1.0727 level.    

 

 

The week ahead (November 16 – November 20) 

 

We expect market participants to stay on the sidelines as everyone awaits more clarity on Fed’s December decision and as 

investors price in the new lows in commodity prices; thus, we expect markets to trade sideways with a downward bias. However, 

US CPI and industrial production releases can provide catalysts to dictate more significant movements in equity prices. Meanwhile, 

we expect Treasury prices to trade range-bound with a downward bias as investors continue to price in the possibility of a 

December Fed lift-off. As for currencies, we expect the Euro to trade sideways with a slight downward bias against the Dollar should 

Fed continue to express hawkish views vis-à-vis the ECB’s accommodative stance and should inflation in the US pick up higher 

than expected.   

 

 

 

 

US Treasury Yield Curve

Tenor 5-Nov 12-Nov  +/- bps

3m 0.036 0.127 9.16

6m 0.270 0.331 6.12

2y 0.826 0.871 4.50

5y 1.631 1.713 8.23

10y 2.232 2.312 7.93

30y 3.000 3.089 8.94

Currencies 

5-Nov 12-Nov % Change

USD/PHP 46.935 46.980 0.10%

EUR/USD 1.0861 1.0727 -1.23%

GBP/USD 1.5380 1.5190 -1.24%

USD/JPY 121.89 122.98 0.89%

AUD/USD 0.7137 0.7136 -0.01%

USD/CHF 0.9965 1.0043 0.78%

EUR/CHF 1.08239 1.07729 -0.47%

EUR/JPY 132.39 131.91 -0.36%



 

 

Philippine Financial Markets 

The local equities market continued to fall as investors as risk-off sentiment and EM-to-DM shift intensified following 
increased expectations of a US December lift-off and as certain companies reported disappointing earnings. Prices of 
local government securities continued to fall this week, as local bond prices tracked overseas markets amid increasing 
expectations of a December lift-off following hawkish statements from several key Fed members. Similarly, the US Dollar 
strengthened vis-à-vis the Philippine Peso the week as risk-off sentiment prevailed following the said hawkish statements. 
 
Local Equities  

  
The local equities market continued its slide as investor sentiment remained 
bearish for EM assets following risk-off hawkish statements from certain Fed 
members and strong employment numbers, which both led to elevated 
expectations of a December 2015 US interest rates lift-off. Corporate earnings 
results failed to reverse the negative sentiment as certain companies 
underperformed. 
 
Early in the week, the local equities market fell below 7,200, given the release of 
strong non-farm payroll data over the past weekend, although volumes were 
thin, falling below Php4Bn on Monday. Earnings disappointments from certain 
companies intensified the bear market, as the PSEi fell below 7,000 last Wednesday. Towards the end of the week, the market 
adjusted portfolios following the announcement of MSCI rebalancing which will be implemented at the end of the month. 
 
Week-on-week, the PSEi lost 220.43 points or -3.10%, closing at 6,897.77. For the week, foreigners were net sellers at Php3.1 
billion, or US$131.66 million. Year-to-date, net foreign outflows are roughly US$1.06billion. 
  
Services: 

 PLDT Capital, the investment arm of Philippine Long Distance Telephone Co. (PSE ticker: TEL), invested USD5 million 

through a convertible preferred stock purchase agreement with Israel-based AppCard for a cloud-based outfit that develops, 

markets, sells and services digital loyalty program platforms. This is in addition to its USD10 million investment in Phunware, 

a US-based mobile services and application company. 

 ABS-CBN Corporation’s (PSE ticker: ABS)  net profit for the first nine months of 2015 reached Php2.3 billion (+25% YoY) 

due to stronger-than-expected airtime revenues (+10% YoY). Net revenue rose 11% YoY while operating expenses 

increased slower by 10% YoY. 

 Globe Telecom Inc. (PSE ticker: GLO) saw its reported Q3 income grow 47% to Php5.34 billion due to one-time gains from 

the sale of its 51% stake in Yondu, Inc. in September and acquisition of Bayantel in July. Operating revenues and EBITDA 

grew 18% and 13% mainly from growth in mobile data. Recurring earnings for the first nine months reached Php12.71 billion, 

10% higher than the earnings during the same period last year. 

Holding Firms: 

 Reported and core 9M15 earnings of Ayala Corp. (PSE ticker: AC) rose 26% and 23% to Php17.7 billion and Php15.5 billion, 

respectively, with 3Q15 reported earnings rising by 72% YoY due to one-off gains from the selldown of NLREC as well as 

from solid performance of Ayala Land (PSE ticker: ALI), Globe Telecom (PSE ticker: GLO), and Manila Water (PSE ticker: 

MWC), despite the drag from the Bank of the Philippine Islands (PSE ticker: BPI). 

 Metro Pacific Investments Corp. (Ticker: MPI) reported a 28% core earnings growth for the first nine months of 2015 and a 

headline net income growth of 30%. Core and reported net income reached Php8.2Bn and Php7.8Bn, respectively on the 

back of strong top-line growth and increased effective stake in Meralco, 27% growth in toll roads core income, and the 12% 

growth in Maynilad’s core income. 

Industrial: 

 Metro Retail Stores Group, Inc. is planning to borrow more aside from the Php3.62-billion estimated equity proceeds from its 

initial public offering (IPO), which it will use to fund its expansion program, as the IPO proceeds will only be enough to cover 

its expansion in the next year and a half. 

Financials 

 Net income of the Bank of the Philippine Islands (PSE ticker: BPI) reached Php13.8 billion (+8% YoY) for the first nine 

months of 2015, although 3Q15 earnings fell 6% YoY to just Php4.5 billion. Margins rose by ~10bps and operating expenses 

did not increase materially during 3Q15. But the underperformance during 3Q15 was driven by trading loss of Php0.3 billion, 

6-Nov 13-Nov % Change

PSEi 7,118.20 6,897.77 -3.10%

Philippine  Stock Exchange  Index



 

 

5% YoY decline in fees, and 35% YoY hike in loan loss provisions as the NPL ratio rose from 1.8% during the previous 

quarter to 1.9%. 

 Metrobank's core income and reported earnings for the first nine months of 2015 reached Php13.3 billion (+25% YoY) and 

Php14.4 billion (+1% YoY), on the back of improving NIMs (+4 bps QoQ), contained costs (-1.4% YoY), 11% fee income 

growth, and decline in provisions for loan losses by 40% YoY. 

 In a disclosure, the Rizal Commercial Banking Corp. (RCBC) reported a 21% earnings growth in the first nine months of 

2015 on the back of strong growth of its core businesses. RCBC registered net income amounting to Php 3.64 billion, Php 

630 million higher compared to the same period last year. The better earnings number was largely attributable to the growth 

in RCBC’s loan book excluding interbank loans of 19% to Php 280.85 billion, 19% growth in corporate loans, and 17% 

advance in consumer lending. 

 

 
Philippine Bond Market  

 
On the local fixed income space, prices of government securities tracked a 
downward trend for most of the week, as market players anxiously awaited 
statements made by key Federal Reserve officials and economic data 
releases by the U.S. and China. Hawkish statements from several key Fed 
officials such as Bullard, Dudley, Evans, Lacker and Yellen (although she did 
not comment on the U.S. economy). The hawkish tone from the Fed officials 
coupled with the encouraging U.S. labor data led to investors hiking their 
expectations of a December lift-off, with Bloomberg consensus now at 66% 
probability of a December rate hike, and leading to increase in yields, despite 
the October inflation coming in at just 0.4%.  
 
Yields rose by 44.2 basis points, on average with majority of the curve tenors 
(ten out of twelve) rose, as the drag in yields was caused by the -5 basis 
points and -2 basis points decline in the 3-month and 3-year tenors, 
respectively. The short-end of the curve fell by 68 basis points. Meanwhile, the 
belly and long-end rose by 24.50 basis points and 30.33 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 encouraging 

U.S. labor and economic data and more hawkish comments from key Fed members. The Peso was under much downward 

pressure for most of the week, even hitting the 47-level at the start of the week on stronger-than-expected U.S. non-farm payroll 

numbers. The Peso slightly recovered to the 46.85-level ahead of the Bangko Sentral ng Pilippinas Monetary Board meeting 

wherein the Philippine central bank decided to keep policy rates steady. Week-on-week, the Peso lost 4.5 centavos, or 0.10%, to 

close the week at the 46.98 level. 

 

 Preliminary data showed that the Bureau of Customs missed its collection goal for a fourth straight month in October. The 

Customs, which accounts for a fifth of government revenues, collected Php 31.8 billion in October—26% below its Php 

43.002 billion target. The last time the bureau met its goal was in June. 

 The Department of Trade and Industry announced its plan to meet members of business groups and nongovernment 

institutions to engage in dialogue regarding the state of trade negotiations with the European Free Trade Association 

(EFTA) in an effort to maximize benefits of Philippine trade agreements with Europe. The consultation will cover the 

Country’s trade engagement with EFTA’s four member states—Iceland, Liechtenstein, Norway, and Switzerland, and will 

discuss issues relating to free trade agreements such as technical barriers to trade, trade facilitation, intellectual property 

rights, competition, and trade and sustainable development. 

 Data from the Philippine Statistics Authority (PSA) indicated that Philippine exports contracted 24.7% in September—

highlighting the sluggish external demand due to weak global economic activity and depressed commodity prices. The 

September decline is the steepest drop since September 2011 when the supply-chain disruption in key Asian countries 

caused a sharp decline in demand for electronics. Total export sales amounted to $4.405 billion in September, $5.846 

billion lower than the recorded value for the same period last year. Meanwhile, merchandise exports registered a 6.9-

percent drop for the first nine months of 2015 from $46.976 billion in 2014 to $43.746 billion. 

 The House Ways and Means Committee approved the health and revenue measure aimed at imposing excise tax on 

sugar-sweetened beverages. A plenary debate on the proposed law commanding the excise tax on drinks with sweetener 

and sugar is expected to start this month following the House Panel’s approval. The proposed measure, which is expected 

T enor 6-Nov 13-Nov  Change

1m 1.52 3.05 153

3m 2.29 2.23 -5

6m 2.55 2.67 13

1y 1.94 3.45 150

2y 3.45 3.74 29

3y 3.56 3.54 -2

4y 3.71 4.26 54

5y 3.72 3.88 16

7y 4.15 4.45 30

10y 3.75 4.07 31

20y 5.16 5.49 32

25y 4.71 4.99 28

Average 44.2

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

 

to take effect in 2016, states that an excise tax of roughly Php10 per liter of volume capacity will be levied, assessed, and 

collected on sugar-sweetened beverages. 

 The Bangko Sentral ng Pilipinas (BSP) decided to keep its policy rates unchanged in its recently concluded Monetary 

Board meeting amid the Philippines’ continued economic growth momentum and relatively benign inflation environment. 

BSP Governor Amando Tetangco Jr. said the overnight borrowing rate, overnight lending rate, interest rates on term 

reverse repurchase facility, repurchase facility, special deposit accounts, and reserve requirement ratios for banks were all 

left unchanged. Tetangco said the decision to keep interest rates steady was based on its assessment of inflation 

dynamics and the risks to inflation outlook over the policy horizon. Meanwhile BSP Deputy Governor Diwa Guinigundo 

announced the BSP’s revised inflation forecast of 1.4% in 2015, 20 bps lower than its previous projection of 1.6%. The 

inflation estimates for 2016 and 2017 were subsequently lowered to 2.3% and 2.9% from 2.6% and 3%, respectively.  

The week ahead (November 16 – November 20) 

 

This week, we expect the thin volumes given the holiday caused by the APEC summit. Markets will lilely continue to fall and may 

test support level of 6,600 especially with the lack of local catalysts, as only OFW remittances figures will be released. US inflation 

figure to be released next week may affect sentiment however. For this week, our expected trading range is 6,600 to 6,900. We 

expect bond prices to trade sideways with further downward bias next week, as market players cautiously monitor the U.S. CPI print 

and industrial production data. Downside bias comes from expectation that more market players will continue to price in a 

December lift-off. Similarly, we also expect the USD/PHP pair to trade sideways for the Peso ahead of the remittances data. 


