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10-Nov-16 17-Nov-16 % Change

MSCI World 1,701.29 1,706.98 0.33%

MSCI Europe 114.70 115.27 0.50%

MSCI Asia-Pacific ex-Japan 437.86 425.42 -2.84%

Dow Jones Industrial Average 18,807.88 18,903.82 0.51%

S&P 500 2,167.48 2,187.12 0.91%

Global Equity Performance
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Global Financial Markets  

Most global equities markets ended in green after investors became comfortable with Trumps reflation policies, hawkish 
commentary from Fed Chair Yellen and hints from the ECB of further easing. US Treasuries were down as yields picked up 
following more indications of a rate hike from Fed officials’ statements, capped off by Fed Chair Yellen saying that with 
the economy’s progress, an interest rate increase could come “relatively soon”. The US dollar continued to strengthen as 
the confluence of relatively positive economic data releases and hawkish statements from the Fed reinforced the 
argument for a rate hike in December. 
 
Global Equities 
 

Most global equities markets ended in 
green after investors became 
comfortable with Trumps reflation 
policies, hawkish commentary from 
Fed Chair Yellen and hints from the 
ECB of further easing. The Asian 
market, however, continued its 
decline due to fears on the impact of 
Trump’s protectionist policy towards 
global trade.  During the Joint 
Economic Meeting, Fed Chair Janet 
Yellen affirmed the view that the 
central bank will hike its rates in 
December, resulting in markets 
pricing in a December rate hike with 
96% probability, 20 percentage points 
higher than a week ago. Yellen said 
that “the case for an increase in the 
target range had continued to 
strengthen and that such an increase 
could well become appropriate 
relatively soon if incoming data 
provide some further evidence of 
continued progress toward the 
Committee's objectives.” This view 

had been reaffirmed by the sustained 
above 1% inflation in the United 
States. US prices rose 1.6% YoY, matching consensus expectations. The housing market also reported stellar growth of 25.5% 
MoM in housing starts to 1,323 K in October, the highest level since the Global Financial Crisis. As a result, the Dow Jones 
Industrial Average rose 0.51% to 18,903.82, while the S&P 500 rose 0.91% to 2,187.12. 
 
In Europe, the ECB’s last meeting minutes showed that the council is keeping all policy choices to boost inflation and growth open 
until it convenes again in December when it will reassess future course of policy. This resulted in the recovery of European shares, 
lifting MSCI Europe by 0.50% to 115.27. 
 
Asian equities continue to weaken on the back of souring sentiment as fears of protectionist policies from Trump remain elevated. 
Global asset managers continue to sell down EM assets as the US dollar continued to strengthen.  MSCI Asia-Pacific ex-Japan fell 
2.84%. 
 
Global Bonds 
 

US Treasuries were down as yields picked up following more indications of a 

rate hike from Fed officials’ statements, capped off by Fed Chair Yellen 

saying that with the economy’s progress, an interest rate increase could 

come “relatively soon”. After being closed for the Veterans Day holiday, US 

Treasuries started off on a weak note and at one point had erased all of their 

2016 gains. The rout was due to market expectation of stronger US 

economic growth from increased government spending and higher inflation. 

This was exacerbated as investors digest Fed Vice Chair Stanley Fischer’s 

statement that the central bank is “reasonably close to achieving both 

inflation and employment components of its mandate. Accordingly, the case for removing accomodation gradually is quite strong.”  

This weakness was followed by a relief rally during the next day, but this was quickly reversed when St. Louis Fed President Bullard 

US Treasury Yield Curve

Tenor 10-Nov 17-Nov  +/- bps

3m 0.467 0.426 -4.06

6m 0.580 0.610 3.06

2y 0.915 1.046 13.10

5y 1.557 1.736 17.91

10y 2.150 2.303 15.25

30y 2.955 3.012 5.68



 

implied that the Fed’s base case is a possible hike in December and that there “would have to have a surprise at this point” for the 

Fed not to hike. This hawkish view was then reinforced by Fed Chairperson Janet Yellen’s address to the Congress where she said 

that during the year, “the economy has made further progress” toward the central bank’s twin-mandate of achieving employment 

and inflation goals. As a result, an interest rate increase could come “relatively soon”. She added that the results of the US election 

had not changed the Fed’s view following their November policy meeting that the case for a hike has strengthened. The 10-year 

was up 15.25 bps to 2.303% and the 30-year settled at 3.012%, up 5.68 bps. 

 

Currencies  

 
The US dollar continued to strengthen as the confluence of relatively positive 

economic data releases and hawkish statements from the Fed reinforced the 

argument for a rate hike in December. Prospects of higher inflation also 

supports this view. Meanwhile, the JPY weakened following prospects of 

further monetary policy easing when the Bank of Japan indicated unlimited 

amount of buying back debt papers of the Japanese goverment on the back 

of concerns over increasing yields. The EUR/USD pair lost 1.56%, ending at 

1.0730 while the USD/JPY rose 2.20%.  

 

 

The week ahead (November 21-25) 

 

We expect global equities to trade within a range as they balance upside risks from Trump’s pro-US policies with the negative 

impact of some of his expected policies. Volatility will remain as long as Trump does not concretize his policies yet. We expect US 

Treasuries to continue to be burdened by the expectations of a December rate hike. As markets await particulars of Trump’s 

policies and as the impending rate hike draws near, we expect the US dollar to continue to strengthen.   

Currencies 

10-Nov 17-Nov % Change

USD/PHP 48.660 49.560 1.85%

EUR/USD 1.0900 1.0730 -1.56%

GBP/USD 1.2392 1.2470 0.63%

USD/JPY 106.64 109.00 2.21%

AUD/USD 0.7725 0.7471 -3.29%

USD/CHF 0.9872 0.9999 1.29%

EUR/CHF 1.07601 1.07295 -0.28%

EUR/JPY 116.24 116.96 0.62%



 

11-Nov 18-Nov % Change

PSEi 6,975.09 7,067.73 1.33%

Philippine  Stock Exchange  Index

Philippine Financial Markets 

 
The PSEi rose after the country registered above-expectations GDP growth of 7.1% in 3Q 2016, resulting in significant 
position-taking from the locals. The local government yield curve continued to shift upward, in line with US Treasuries, as 
investors continued to expect the next rate hike from the Fed to happen soon given hawkish Fed commentary throughout 
the week.  The peso slipped further against the dollar, in-line with other emerging market currencies, as investors 
continued to factor in a December hike, cemented further by Fed Chair Janet Yellen’s statements during her 
Congressional Testimony. 
 

Local Equities  

The PSEi rose, slightly recovering from a two-week decline, on the back of 
bargain-hunting and improving sentiment after the country reported strong 
economic growth in the third quarter of 2016. The 7.1% GDP growth was 
anchored on strong domestic demand, offsetting headwinds from deteriorating 
trade position. Consumption and investments from the government and private 
sectors grew significantly, even without the election boost. The above-
consensus economic growth did not result in stellar corporate earnings due to 
tight competition, dropping margins and depreciating local currency. Foreign 
flows had not significantly reverted to positive territory as global asset managers 
continue to prefer US assets on hopes of reflation policies from US President-
elect Donald Trump. Buying of locals lifted the PSEi to above 7000-level (+1.33%). For the week, foreigners were net sellers at 
USD 105.39 million. This trimmed the year-to-date net foreign inflows to USD 383.29 million.  
 

Philippine Bond Market  

The local government yield curve continued to shift upward, in line with US 
Treasuries, as investors continued to expect the next rate hike from the Fed to 
happen soon given hawkish Fed commentary throughout the week. Investors 
also stayed on the sidelines prior to Fed Chair Yellen’s Congressional 
testimony in Thursday night, Philippine time. Fears of the negative impact of 
US President-elect Donald Trump’s protectionist policies on emerging 
economies led to continued selldown , which was undeterred by the strong 
economic growth experienced by the Philippines during 3Q16. Yields rose 
across the curve, by 22.0 bps on average. The short-end rose the most, up 
32.70 bps on average, followed by the 25.70 bps increase in the belly of the 
curve. Meanwhile, the long end bucked the trend, losing 1.35 bps due to 
demand on the 10-year tenor which slipped 40bps.  
 
Philippine Peso  
 

The peso slipped further against the dollar, in-line with other emerging market 
currencies, as investors continued to factor in a December rate hike by the 
Federal Reserve, cemented further by Fed Chair Janet Yellen’s statements 
during her Congressional Testimony. The peso weakened further as net foreign selling of local equities continued, reaching USD 
105.39 million. The week started with the USD strengthening following hawkish comments from Fed Vice Chair Fischer. The 
slippage momentarily lost momentum as OFW remittances surprised to the upside. However, continued foreign selling in the 
equities market, which lost steam temporarily following the stronger-than-expected 3Q16 GDP result, led to the peso breaching the 
Php49 level. The Philippine peso lost 90 centavos or 1.85% to 49.560 a USD.  
 

 

The week ahead (November 21-25) 

 

For next week, we expect the PSEi to track international markets again as global investors look for more clarity regarding US 

President-elect Trump’s policies. Investors will also monitor local developments, especially the release of 3Q16 GDP growth figures. 

For next week, expect the PSEi to trade between 6,900 and 7,200. We expect the low liquidity prevailing in the peso fixed income 

space to continue, with the yields expected to continue mirroring developments globally, and with potential uptick in the short-end to 

the belly of the curve from the upcoming auction next week. With foreign selling expected to continue in the coming week, we 

expect the Peso to continue falling, potentially testing the 50-level. 

 

 

T enor 11-Nov 18-Nov  Change

1m 1.53 1.77 23

3m 1.55 1.82 26

6m 2.67 3.08 41

1y 3.24 3.64 40

2y 3.12 3.46 34

3y 3.79 3.57 -23

4y 3.42 4.06 64

5y 4.15 4.70 55

7y 4.76 4.83 7

10y 4.94 4.54 -40

20y 5.09 5.45 36

25y 5.25 5.25 0

Average 22.0

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


