
 

November 23, 2015 
    
    
Global Financial Markets 

Global equities gained momentum this week as investors moved ahead of the release of the FOMC and ECB minutes. The 
US Treasury yield curve flattened as investors continued to expect a Fed rate liftoff in December following data and Fed 
minutes releases in the US. These factors also caused the US Dollar to gain vis-à-vis the Euro despite the increase in 
global risk sentiment due to expectations of a gradual tightening pace. 
  
Global Equities 
 

Global equity indices recovered most of the previous week’s losses as market players moved ahead of the release of the October 
Federal Open Market Committee 
(FOMC) meeting minutes and as 
market players focused on positive 
economic data releases in Europe in 
the wake of the Paris terror attacks last 
week. Global markets also took cue 
from the release of the European 
Central Bank (ECB) meeting minutes, 
which show that possible additional 
stimulus may be injected into the 
financial system by the next month. 
Furthermore, markets were also seen 
to take positions following encouraging 
economic data releases in the US and 
Europe.  

Earlier in the week, US equities 
recovered from last week’s lows as US 
markets tracked movements across 
the Atlantic following the terror attacks 
in France’s capital. The following days 
saw markets tracking an upward 
trajectory following encouraging labor 
data, particularly initial jobless claims 
that were within expectations, and key 
Federal Reserve officials’ statements 
that further solidified the view of 
successive rate hikes that will be done 
in a gradual pace. The following days also saw market players taking positions ahead of the release of the FOMC meeting minutes, 
which indicated that December 16 is still a live date for the first Fed rate hike in years. It is noteworthy, however, to highlight that 
there was no mention of the logistics of raising the fed funds rate in the minutes released. 
 
Meanwhile, European equities displayed resiliency at the beginning of the week in the wake of the Paris terror attacks on the back 
of encouraging economic data releases in the U.K. and Germany. The following days saw markets tracking an upward trajectory as 
market players took positions ahead of the release of the latest ECB meeting minutes. Following the release of the minutes, 
European equities rallied, as the said minutes revealed the more fiscal stimulus may be added into the financial system beginning 
next month.  
 
Asian equities tracked movements overseas and amid country-specific factors, particularly Japan’s entry into a technical recession 
and new margin trading measures instituted in China. Market players also moved ahead of the release of the FOMC and ECB 
meeting minutes. 
 
Week-on-week, the MSCI World, MSCI Europe, and MSCI Asia-Pacific ex-Japan indices grew 2.80%, 3.15%, and 1.61%, 
respectively. The Dow Jones Industrial Average index and S&P500 index lost 2.85% and 2.99%, respectively.  
 

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

 Data from the New York Federal Reserve showed that factory activity in New York state shrank for a fourth straight month 

in the wake of a strong US dollar and as slow growth overseas dragged down manufacturers. The New York Federal 

Reserve’s Empire State manufacturing index edged up slightly to -10.7, from -11.4 in October.  

 Data from the Commerce Department showed that retail sales rose a seasonally adjusted 0.1% in October after being 

unchanged in August and September. Data showed that Americans ramped up their online shopping and restaurant 

12-Nov-15 19-Nov-15 % Change

MSCI World 1,654.30 1,700.56 2.80%

MSCI Europe 124.64 128.57 3.15%

MSCI Asia-Pacific ex-Japan 410.16 416.78 1.61%

Dow Jones Industrial Average 17,245.24 17,737.16 2.85%

S&P 500 2,023.04 2,083.58 2.99%

Global Equity Performance
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spending in October—but benign inflation kept overall retail sales growth muted. Over the past year (12 months), sales 

grew 1.7%-- as lower gasoline costs and meager inflation have downplayed the extent of consumer spending. 

 Initial jobless claims fell 5,000 to a nearly as expected 271,000 in the November 14 week although this does not show 

much improvement vis-à-vis the October 17 sample week data. Levels in this report remain historically low and point to a 

definitive lack of slack in the available labor pool. 

 FOMC October meeting minutes reinforced the signals of a December rate hike. Most Fed officials ―anticipated that, based 

on their assessment of the current economic situation and their outlook for economic activity, the labor market, and 

inflation, these conditions could well be met by the time of the next meeting‖. Earlier data releases showed that 

unemployment dropped to 5% in October and that inflation sans food and energy has firmed. Following this, markets 

expect a 68% chance of a December rate lift-off. 

 

Global Bonds  
 

US Treasury yields mostly fell this week, although the curve experienced 

flattening with the short-term yields rising and the long-end yields falling. This 

is due to in as market players reacted to the strong labor data from the US, 

further increasing expectations of a December Fed rate hike. Treasury prices 

rallied at the start of the week as global risk-off sentiment continued following 

disappointing US retail sales and PPI releases. There was some profit-taking 

and curve steepening ahead of the release of October FOMC minutes as 

investors positioned defensively. The release of FOMC minutes – which 

suggested that even if the FOMC decides to hike rates in its December 

meeting, pace of such liftoff will likely be gradual – led to resumption of risk-on sentiment, especially for EM assets. Further 

flattening of the yield curve continued as the jobless claims figure remained low at 271,000 in the week ended November 14, 

supporting market expectations of a December liftoff. 

 

Week-on-week, yields across the curve fell by 3.77 basis points on average. The 2-year yield bucked the trend, rising by 2.15 basis 

points, while the 10-year yields fell by 6.34 basis points.  

 

Currencies  

 
The US Dollar continued to strengthen week-on-week following economic 

data releases which suggest good employment conditions in the US, 

bolstering the case for a December liftoff. The US Dollar strengthened versus 

major trading peers following global risk-off sentiment in light of disappointing 

data elsewhere such as the recession in Japan and worse-than-expected 

retail sales and PPI data in the US. The release of October FOMC minutes 

signified expectations of a gradual pace in tightening of Fed rates following 

FOMC’s statement that ―equilibrium level of short-term real interest rates 

would likely remain low‖. The decline in jobless claims further supported a 

December liftoff scenario, with implied probability of a December liftoff rising 

from 66% last week to 68% this week. The gradual pacing in liftoff however led to risk-on sentiment, particularly for emerging 

market assets, leading to some USD profit-taking. 

 

Week-on-week, the EUR/USD pair fell 0.23% to close trading at the 1.0702 level.    

 

The week ahead (November 23 – November 27) 

 

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. Meanwhile, 

we expect the Treasury yield curve to continue flattening, with downward bias on prices as investors continue to price in gradual 

pacing of the Fed lift-off which will intensify risk-on sentiment and lead to reduced appetite for safe assets such as US Treasuries. 

As for currencies, we expect the Euro to trade sideways with a slight downward bias against the Dollar if market continues further 

accommodation from the ECB, especially if PMI figures continue to weaken, and if US GDP for the third quarter is upwardly revised 

as expected.  

  

Currencies 

12-Nov 19-Nov % Change

USD/PHP 46.980 47.140 0.34%

EUR/USD 1.0727 1.0702 -0.23%

GBP/USD 1.5190 1.5269 0.52%

USD/JPY 122.98 123.15 0.14%

AUD/USD 0.7136 0.7171 0.49%

USD/CHF 1.0043 1.0183 1.39%

EUR/CHF 1.07729 1.08987 1.17%

EUR/JPY 131.91 131.79 -0.09%

US Treasury Yield Curve

Tenor 12-Nov 19-Nov  +/- bps

3m 0.127 0.092 -3.56

6m 0.331 0.300 -3.06

2y 0.871 0.892 2.15

5y 1.713 1.674 -3.88

10y 2.312 2.248 -6.34

30y 3.089 3.010 -7.91



 

Philippine Financial Markets 

The local equities market recovered as the local bourse tracked movements overseas and as the third quarter corporate 
earnings season came to a close. Prices of local government securities fell earlier in the week as investors positioned 
themselves ahead of the shorter trading week; following the sell-off, prices remain unchanged as the markets closed for 
the APEC Summit. Similarly, the Peso traded only once this week, and it weakened against the US Dollar due to the risk-
off sentiment prevailing earlier during the week. 
 
 
Local Equities  

  
The local equities market moved sideways during the week, as the local bourse 
tracked movements overseas. Following the end of the third quarter corporate 
earnings releases, market players took cue from movements abroad. On 
Monday, market players reacted negatively in the wake of the Paris terror 
attacks. Moving into Tuesday, markets somewhat rallied as it tracked overseas 
markets. The local bourse was closed on Wednesday and Thursday as the 
National Capital Region was closed for the Asia Pacific Economic Cooperation 
Summit 2015. Meanwhile, local equities once again tracked overseas markets 
as trading resumed Friday, as market players focused on the largely dovish 
ECB meeting minutes and the Fed FOMC minutes.  
 
Week-on-week, the PSEi gained 35.04 points or 0.51%, closing at 6,932.81. For the week, foreigners were net sellers at Php1.5 
billion, or US$32 million. Year-to-date, net foreign outflows are roughly US$1.06billion. 
  
Services: 

 Philippine Long Distance Telephone Co. (PSE Ticker: TEL) announced that it finished its migration to a digital Internet 

Protocol-based Next Generation Network (NGN), which is expected to deliver more reliable service to consumers. The P6-

billion network migration covers the PLDT Group's 271 offices in 47 provinces, and entailed migration of a total of 782 

switches and nearly 1.3 million lines. 

Holding Firms: 

 GT Capital Holdings, Inc. (PSE Ticker: GTCAP) reported a consolidated net income of Php8.4 billion for the first nine months 

of 2015, 32% higher than the Php6.3 billion recorded in the same period last year. GTCAP's automotive company Toyota 

Motor Philippines Corporation registered a 56% year-on-year increase in net income to Php7.7 billion as retail sales grew 

15% to 89,107 vehicles sold. 

 LT Group, Inc. (PSE Ticker: LTG) reported an attributable net income of Php4.71 billion for the first nine months of 2015, 

88% higher than the Php2.50 billion reported last year. Banking subsidiary Philippine National Bank (PSE Ticker: PNB) 

contributed the most to LTG's net income at 59%, followed by Asia Brewery's 15% contribution and the tobacco business' 

11% contribution. 

 JG Summit Holdings, Inc. (PSE Ticker: JGS) reported an attributable net income of Php16.11 billion for the first nine months 

of 2015, 2.6% higher than the Php15.70 billion reported last year. Excluding non-recurring items, JGS' core income was up 

39.2% year-on-year to Php20.69 billion. 

Property: 

 Century Properties Group, Inc. (PSE Ticker: CPG) has tapped into a Php2.2 billion loan facility with Bank of the Philippine 

Islands (PSE Ticker: BPI) to fund part of the construction of Forbes Media Tower in Century City hub in Makati. Expected 

total construction costs of the said tower amount to Php4.5 billion, with the balance to be funded by equity contributions from 

CPG and Mitsubishi Corp. The Forbes Media Tower is expected to be completed by 2019. 

  

13-Nov 20-Nov % Change

PSEi 6,897.77 6,932.81 0.51%

Philippine  Stock Exchange  Index



 

 
Philippine Bond Market  

 
The local fixed income market opened the week with increasing yields as 
investors reduced their positions in light of the shorter trading week as the 
Philippines hosted the APEC Summit.  
 
Yields rose by 6.75 basis points, on average with eight of the 12 tenors rising, 
led by the yield of 3-year instruments adding 52 basis points. On the other 
hand, the yield of 4-year papers had the largest decrease with a drop of 44 
basis points, followed by 1-month instument yield which lost 37 basis points. 
The yield of the longest tenor remain unchanged. The short-end of the curve 
fell by 11.11 basis points. Meanwhile, the belly and long-end rose by 6.96 
basis points and 0.57 basis points, respectively. 
 
 
Philippine Peso  
 
The US Dollar strengthened vis-à-vis the Peso last Monday as risk-off 

sentiment was still prevalent globally. Trading was suspended from Tuesday 

onwards given the APEC summit held in the country. Week-on-week, the 

Peso lost 9.0 centavos, or 0.19%, to close the week at the 47.05 level. 

 

 The BSP is considering increasing its Chinese yuan, or renminbi, holdings in anticipation of China’s push for its currency to 

be included in the foreign reserve basket. In his statement, BSP Governor Tetangco said that this is an option as BSP 

aims to diversify the country’s foreign currency reserves and enhance its shields on foreign exchange assets. From the 

point of view of trade settlement, the BSP chief also added that both Chinese and Filipino traders stand to benefit from the 

use of one currency. Tetangco also said that the renminbi being accepted in the basket could likely result in some portfolio 

rebalancing among investors.    

 Various oil players cut fuel prices by 40 centavos per liter of gasoline and 30 centavos per liter of diesel on the back of 

bearish oil markets. Eastern Petroleum started the rollback yesterday at 6 p.m. Petron's rollback started 12:01 am, 

Tuesday; while the rollback by Shell, Seaoil, Philippines and Phoenix Petroleum is effective 6 a.m. today.   

 The BSP reported foreign portfolio investments net inflows in October, after seven months of consecutive net outflows. 

October inflows amounted to USD28 million, versus September’s net outflows amounting to USD324 million and October 

2014 net outflows of USD180 million. Foreign portfolio investments registered USD1.6 billion in October, up 20.4% or 

USD1.4 billion in September. PSE-listed securities accounted for about 68.6% of the October investments. Peso 

government securities got 31.2% of the amount, and the remaining were in other peso debt instruments. 

 OFW personal remittances printed USD2.4 billion in September 2015, up 4.3% year-on-year. January to September 

remittances totalled USD20.4 billion, up 3.9% from last year. On the other hand, cash remittances thru banks printed 

USD2.2 billion in September, an increase of 4.3% year-on-year. Total cash remittances for the first nine months of 2015 

was USD18.4 billion—this is a 4.1% increase from the same period last year. Cash remittances flowed largely from the 

US, Saudi Arabia, the UAE, Singapore, the UK, Japan, Hong Kong, and Canada. 

 Colliers International Philippines expects that office rents in Metro Manila’s major business business districts to decline 

between 3% to 5% in the next year.  Colliers cites influx of new supply as the reason.  Low vacancy rates in the premium 

buildings in Makati drove rates to increase by almost 4% in the third quarter of 2015.  Grade A and Grade B offices saw 

steady increase of 1.23% and 1.39%, respectively.  Net effective rents in leasing contracts for new buildings are already 

much lower than headline rates. The firm forecasts 733,765 sq.m. of net usable office area to be added in Metro Manila, 

higher than the 503,231 sq.m. expected new supply in 2015. 

 

The week ahead (November 23 – November 27) 

 

This week, we expect the market to trade range-bound ahead of the Philippine third quarter GDP print. For this week, our expected 

trading range is 6,600 to 6,900. We expect bond prices to trade sideways with a downward bias next week, as market players 

cautiously anticipate the decision on rates in the US. Downside bias may come from potential disappointment in the actual GDP 

figure versus the consensus of 6.3%. We also expect the USD/PHP pair to trade sideways ahead of the 3Q15 GDP figures. An 

underwhelming GDP figure may lead to further depreciation for the Peso. 

T enor 13-Nov 20-Nov  Change

1m 3.05 2.68 -37

3m 2.23 2.69 45

6m 2.67 2.93 25

1y 3.45 3.55 11

2y 3.74 3.84 10

3y 3.54 4.06 52

4y 4.26 3.81 -44

5y 3.88 3.89 1

7y 4.45 4.61 16

10y 4.07 4.09 3

20y 5.49 5.48 -1

25y 4.99 4.98 0

Average 6.7

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


