
 

December 1, 2015 
    
    
Global Financial Markets 

Global equities ended flat this week as stronger confidence in the US economy and expectations of further ECB easing 
clashed with geopolitical concerns and growth concerns in China. The US Treasury yield curve continued to flatten as 
speeches of the Fed reinforced the signals of a December lift-off. These factors also caused the US Dollar to gain vis-à-vis 
the Euro especially with signals of continued monetary easing in Europe. 
  
Global Equities 
 

Global equity indices mostly stayed flat during the week, in part because of the low turnover in the US due to Thanksgiving holiday. 
Market participants focused on monetary policy in the US and Eurozone, as well as geopolitical events such as the downing of 
Russian planes by Turkey. Investors 
saw the upward revision in 3Q15 GDP 
of the US as well as other positive 
trends in economic measures as signs 
that the US recovery is strong enough 
to weather impact of the impending hike 
in policy rates. Investors in the 
Eurozone market meanwhile continue 
to expect the ECB to introduce more 
stimulus measures ahead of the 
meeting next week. However, the 
sluggish trend in commodity prices as 
well as concerns on EM growth – 
especially that of China – continued to 
offset the positive sentiment from an 
expected gradual pacing in US liftoff.  

Earlier in the week, US equities 
continued to rally given the increasing 
expectations of a December liftoff which 
signifies rising confidence in the 
strength of US economy. This is further 
reinforced by hawkish statements from 
New York Federal Reserve President 
William Dudley and Fed Vice Chairman 
Stanley Fischer. Despite positive 
economic data such as the increases in 
personal income and home sales, 
investors subsequently took profits given the gains during prior sessions. The animosity between Turkey and Russia following the 
downing of a Russian warplane led to a slight rally in energy shares, while the upward revision to 3Q15 GDP from 1.5% to 2.1% 
due to changes in inventories, and stronger growth in durables goods orders further fueled a minor rebound in US equities markets.  
However, market turnover declined significantly during the latter part of the week given the Thanksgiving holiday on November 26. 
 
Meanwhile, European equities managed to rally during the week despite geopolitical headwinds. Equities initially rallied as investors 
continue to expect additional stimulus from the ECB in its December 3 meeting. However, persistent rout in metals and oil and the 
Russia-Turkey spat dragged shares, especially commodity shares, and cut the gains during the week. However, after the markets 
priced in these events, market players resumed taking aggressive positions ahead of the ECB meeting next week.  
 
Asian equities initially benefitted from risk-on sentiment as expectations for the pacing of liftoff remain gradual. However, the 
persistent rout in commodity prices as well as continued worries on China’s economic growth slightly dragged down sentiment 
towards the end of the week. 
 
Week-on-week, the MSCI World and MSCI Europe indices grew 0.06% and 0.72%, respectively, while the and MSCI Asia-Pacific 
ex-Japan fell 0.19%. The Dow Jones Industrial Average index and S&P500 index lost 0.06% and 0.01%, respectively.  
 

Economic data released for the week were mostly positive for the US as third quarter GDP was revised upwards, personal income 
and salaries rose, home sales increased, oil prices slightly recovered, and orders for durable goods registered strong growth. The 
Fed also continued to reinforce signals of a December lift-off.  
 

 Recent speeches of Fed officials reinforced the signals that the US central bank should be ready to hike interest rates 

―soon‖. New York Federal Reserve President William Dudley said that Fed’s inflation and employment conditions would be 

met soon and that they are reasonably confident that inflation will return to their 2% target. This would allow policymakers 

to "start thinking about raising the short-term interest rates‖. In addition, according to Fed Vice Chairman Stanley Fischer, 

19-Nov-15 26-Nov-15 % Change

MSCI World 1,702.83 1,703.84 0.06%

MSCI Europe 128.85 129.78 0.72%

MSCI Asia-Pacific ex-Japan 419.94 419.13 -0.19%

Dow Jones Industrial Average 17,823.81 17,813.39 -0.06%

S&P 500 2,089.17 2,088.87 -0.01%
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other central banks around elsewhere may also raise short-term interest rates. Fischer said other central bankers are 

asking the Fed to get on with a rate hike since they have "made their preparations". 

 According to the Local Area Personal Income (LAPI) report from Bureau of Economic Analysis, US personal incomes rose 

by 4.6% on average throughout 2014 in metropolitan areas, after rising only 1.1% in 2013. The LAPI lags other reports on 

income growth by several months and accounts for variations on the county level, but is a significant focus for the Federal 

Reserve in setting its monetary policy.  

 US home sales are up 3.9% YoY despite October resales falling below expectations. Sales remain above the average for 

2015, the best in annual sales in eight years. The upbeat trend is supported by the improving labor market. 

 The 3Q15 gross domestic product (or GDP) was upwardly revised at a 2.1% seasonally adjusted annual rate, from the 

initial estimate of 1.5% growth, due to revised data on inventories, as businesses restocked shelves at a faster pace than 

the government first estimated.. 

 US oil prices edged up by 2.68% to close at USD42.87 per barrel on the back of tensions in the Middle East. Brent futures 

and WTI crude were up 2.99% to USD46.17 per barrel and 2.68% to USD42.87, respectively. 

 The Commerce Department announced that wages and salaries rose 0.6% in October while data for the spring and 

summer was revised substantially higher. Meanwhile, U.S. paychecks were 4.9% YoY higher in October. 

 Durable goods orders posted a strong showing for the month of October. The print of 3.0% MoM growth in new orders 

slightly exceeded the consensus range of 0.2% to 2.7% and is a marked improvement from the revised print for September 

at -0.8% MoM.  

 

Global Bonds  
 

US Treasury yields rose on the average this week. The yield curve continued 

to flatten as was seen last week with short-term yields rising and the long-end 

falling. The upward pressure on the short-end of the curve was brought about 

as market players continued to digest hawkish statements from different Fed 

speeches tightening the probability of a December lift-off.   

 

Week-on-week, yields across the curve rose by 2.78 basis points on average. 

Yield of the nearest maturity of three months led the increase, adding 8.14 

basis points. On the other hand, yields on the longest tenor dropped the 

most, shedding 1.59 basis points. 

 

Currencies  

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

releases which suggest good consumption and production numbers. Prospects 

of higher interest in the US, coupled with these upbeat economic data, secured 

a strong position for the dollar before the market closed yesterday in 

celebration of the Thanksgiving Day holiday. Statements from the ECB of an 

extension or expansion of its quantitative easing also provided support for the 

further weakening of the Euro. 

 

Week-on-week, the EUR/USD pair fell 0.82% to close the week at 1.0614. 

 

The week ahead (December 1 – December 4) 

 

We expect market participants to continue staying on the sidelines ahead of critical economic releases next week such as the non-

farm payrolls, initial jobless claims, and unemployment rate. Positive developments in these measures which signify continued 

strengthening of the US economy will further improve risk sentiment, but rising global risk may dampen sentiment; thus, we expect 

markets to trade sideways but with an upward bias given the recent upward trend in employment data. Meanwhile, we expect the 

Treasury yield curve to continue flattening as investors continue to price in the gradual pacing of the Fed lift-off. Higher confidence 

on the strength of US economic growth will drive risk-on sentiment further and lead to shifting of demand away from safe assets 

such as US Treasuries. As for currencies, we expect the Euro to continue weakening, especially if the ECB announces further 

easing measures, and if economic data releases in the US intensify expectations of a December liftoff.   

US Treasury Yield Curve

Tenor 19-Nov 26-Nov  +/- bps

3m 0.092 0.173 8.14

6m 0.300 0.377 7.65

2y 0.892 0.934 4.22

5y 1.674 1.671 -0.33

10y 2.248 2.234 -1.41

30y 3.010 2.994 -1.59

Currencies 

19-Nov 26-Nov % Change

USD/PHP 47.140 47.120 -0.04%

EUR/USD 1.0702 1.0614 -0.82%

GBP/USD 1.5269 1.5080 -1.24%

USD/JPY 123.15 122.56 -0.48%

AUD/USD 0.7171 0.7221 0.70%

USD/CHF 1.0183 1.0241 0.57%

EUR/CHF 1.08987 1.08694 -0.27%

EUR/JPY 131.79 130.09 -1.29%



 

Philippine Financial Markets 

The local equities market closed the week marginally weaker as market players factored in a slightly weaker-than-
expected 3Q GDP print and an upwardly revised 2Q GDP figure. Prices of local government securities rose week-on-week 
as gains in the middle of the week in light of Fed Chair Yellen’s comments and the upward revision to the second quarter 
Philippine GDP figure were more than enough to cover for losses from the disappointing third quarter GDP print. On the 
other hand, the Peso was marginally down week-on-week due to the softer-than-expected third quarter GDP figure. 
 
 
Local Equities  

  
The local equities market traded range-bound, as market players positioned 
ahead of the third quarter GDP print released in the latter part of the week. The 
local bourse tracked an upward trajectory for most of the week on positive 
growth expectations of the Philippines following the release of better-than-
expected government expenditure, which generally offset weakness in the trade 
balance. Market players took cue from movements abroad. For the first three 
days of the week, market players generally took positions on expectations of 
above 6% GDP growth (consensus est: 6.3%) and after digesting an upwardly 
revised 2Q GDP figure to 5.8% from 5.6%. However, market players took the 
opportunity to book profits following the 3Q GDP print, which came in at 6.0%. 
The local bourse finally ended the week in a downward slope on month-end portfolio rebalancing.  
 
Week-on-week, the PSEi lost 5.74 points or 0.08%, closing at 6,927.07. For the week, foreigners were net sellers at Php2.8 billion, 
or US$60 million. Year-to-date, net foreign outflows are roughly US$1.08billion. 
  

Industrial: 

 In a disclosure, D&L Industries, Inc. announced that it suspended operations in one of its factories after the said factory in 

Bagumbayan, Quezon City emitted foul-smelling fumes that spread to surrounding areas on Sunday afternoon. The 

Company said that the vapor generated by the polymerization process at the polystyrene plant of its subsidiary Chemrez, 

Inc. caused the unpleasant odor which spread out of the plant site. 

 Metro Retail Stores Group, Inc. has forged a partnership with property developer Ayala Land, Inc. (ALI) to become the 

anchor tenant in four Ayala commercial developments—Capitol Central in Bacolod City, Negros Occidental, The Shops at 

Atria in Mandurriao Iloilo City, Central Bloc in Cebu City, and the Ayala Malls Feliz in Cainta, Rizal. The announcement 

comes as Metro Retail is set to debut on the Philippine Stock Exchange on November 24, 2015, after completing its up to 

Php 4 billion initial public offering in order to fund the Company’s expansion program. 

 Jollibee Foods Corporation looks to acquire one or two more huge foreign companies in its efforts to become one of the top 

five biggest quick-service restaurant companies in the world. In a statement, JFC’s Chief Finance Officer Ysmael V. Baysa is 

now considered the world’s ninth biggest quick-service restaurant in the world in terms of market capitalization. Mr. Baysa 

also stated that the Company has a very reasonable chance of rising to the seventh spot by 2020. 

Utilities: 

 Manila Water Co. has earmarked Php 15 billion in capital expenditure for next year of which 80% will be allotted for its water 

concession in Metro Manila. According to Manila Water’s Chief Finance Officer Luis Juan B. Orbeta, the Company has 

programmed Php 12 billion in capital expenditure for the east zone. Including operations outside Metro Manila, Orbeta said 

the company had allocated an additional P3 billion. 

Property: 

 Property developer D.M. Wenceslao and Associates, Inc. intends to push through with its initial public offering this year with 

a Php21.7 billion debut.  The offer period is slated for Dec. 9-15, after setting the final offer price on Dec. 4. Trading of its 

shares on the PSE is scheduled for Dec. 22. The company plans to sell up to 429.17 million common shares at Php1 per 

share at a maximum price of Php44 apiece, generating Php18.88 billion in gross proceeds, with the option to upsize by 

Php2.83 billion with the sale of up to 64.375 million shares. 

 According to SM Prime Holdings Inc.’s president Hans Sy, SM Prime Holdings Inc. is open to the proposal of the Department 

of Transportation and Communications (DOTC) for two common stations which would link Metro Manila’s three major 

railways. The DOTC is pushing for two common stations to link three major railway lines, the Light Rail Transit Line 1 (LRT-

1), Metro Rail Transit Line 3 (MRT-3) and the planned MRT-7. 

  

20-Nov 27-Nov % Change

PSEi 6,932.81 6,927.07 -0.08%

Philippine  Stock Exchange  Index



 

 
Philippine Bond Market  

 
The local fixed income market opened the week with increasing yields as 
investors anticipated the release of the third quarter Philippine GDP figure. 
In the middle of the week, Fed Chair Janet Yellen’s comments regarding a 
gradual pace in the normalization of US interest rates provided some relief 
to yields. This decline in yields continued as the second-quarter Philippine 
GDP was revised upward from 5.6% to 5.8%. Yields rose by Thursday as 
the third quarter GDP print of 6.0% was lower than consensus estimates of 
6.3%, but fell again by Friday led by bargain hunting in the belly of the curve. 
 
Yields fell by 7.5 basis points on average week-on-week. The short-end of 
the curve fell the most by 12.2 basis points, followed by the belly and long-
end which fell by 5.8 basis points and 3.9 basis points, respectively. 
 
 
Philippine Peso  
 
The US Dollar started the week strong vis-à-vis the Peso last Monday as 

risk-off sentiment was still prevalent. Fed Chair Yellen’s dovish comments 

and the upward revision in the second quarter GDP figure allowed the Peso 

to recover against the greenback. However, the softer-than-expected third quarter GDP figure caused the Peso to depreciate once 

more. Week-on-week, the Peso lost 0.5 centavos, or 0.01%, to close the week at the 47.145 level. 

 

 According to data released by the Bureau of Treasury, the government paid Php41.41 billion of the country’s debt for the 

month of September, 17.7% down YoY. Meanwhile, interest payments increased to Php30.09 billion, up 4.2%. Debt 

payments from January to September totaled Php459.55 billion, up 6.6% YoY. As at end of September, the national 

government’s outstanding debt amounted to Php5.94 trillion. This year, total allocation for the national government’s debt 

obligations amounted to Php763.25 billion, 51.15% of which is for principal payments and the remaining for interest.   

 According to a study of the Asian Development Bank, accessibility to financing remains to be a big challenge among micro, 

small, and medium-sized enterprises (MSMEs) in the Philippines. The study showed that the Philippines had a funding gap 

of approximately Php94Bn. This funding gap refers to the difference between formal credit availed by MSMEs and the 

potential estimated need for credit of the said enterprises. 

 Data from the Bangko Sentral ng Pilipinas (BSP) showed that the country’s balance of payments (BOP) position has 

surpassed the full-year target of $2 billion after posting a surplus for the second straight month in October. BSP Governor 

Amando Tetangco Jr. said the country recorded a surplus of $469 million in October from only $24 million in the same 

month last year. The surplus registered in October was the second straight month the Philippines recorded a BOP surplus 

after registering a surplus of $219 million in September from a deficit of $450 million in August.     

 In a report released earlier this week, credit rating agency Moody’s retained its stable outlook for the Philippine banking 

sector, stating that bright prospects in the country’s economy would continue to drive demand for loans. According to 

Moody’s senior analyst Simon Chen, credit profiles of local banks will remain stable over the next 12 to 18 months, 

supported by sustained domestic growth.  

 The Philippine gross domestic product (GDP) print for the third quarter came out at 6%, slightly lower than consensus 

estimates of 6.2%. Nonetheless, this quarter’s GDP is still higher than last quarter’s 5.8% and the 5.5% growth registered 

in the same period last year. The services sector led the growth, contributing 4.2%, driven by Trade, Real  Estate,  Renting  

& Business Activities (RERBA).  

 Data released by the Bangko Sentral ng Pilipinas (BSP) showed that the asset quality of Philippine banks continued to 

improve in August. In a report, the BSP stated that the non-performing loan (NPL) ratio of universal and commercial banks 

declined to 1.86% from last month's 1.90%. The August figure represents the tenth consecutive month that the banks' NPL 

ratio was below 2%. On the other hand, provisions for loan losses remained adequate, with the NPL coverage ratio 

increasing to 141.19% in August from 140.15% in July. 

The week ahead (December 1 – December 4) 

 

This week, we expect the market to trade range-bound as market players await fresh catalysts and as investors move stay on the 

sidelines ahead of the December FOMC meeting. For this week, our expected trading range is 6,800 to 6,950. We expect bond 

yields to trade sideways with an upward bias next week, as market players cautiously anticipate the decision on rates in the US. 

Next week’s release of the US non-farm payroll figure for November could lead to higher yields should the print be higher than 

expected. We also expect the PHP to trade sideways relative to the USD, with a possible depreciation ahead of the US non-farm 

payroll print. 

T enor 20-Nov 27-Nov  Change

1m 2.68 2.67 -1

3m 2.69 2.23 -46

6m 2.93 2.79 -14

1y 3.55 3.67 12

2y 3.84 3.35 -49

3y 4.06 4.23 17

4y 3.81 3.83 1

5y 3.89 3.92 3

7y 4.61 4.60 -1

10y 4.09 4.07 -2

20y 5.48 5.45 -3

25y 4.98 4.92 -6

Average -7.5

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


