
 

 

December 5, 2016     
Global Financial Markets  

Global equities ended slightly lower as the rally in oil prices following the OPEC deal was offset by the increased 
expectations of a rate hike this month. In line with this, US treasuries likewise fell as yields surged on the back of strong 
economic data releases. The US dollar strengthened against the Japanese Yen while it weakened against the Euro and 
British Pound given differential rate expectations. 

 

Global Equities 
 
Global equities ended mixed as 
investors digested both the OPEC 
deal which favors the emerging 
economies and the strong economic 
data from the US which supports the 
expectations of a Fed rate hike this 
month. Heading into the OPEC 
meeting last Wednesday, the markets 
have already been trading sideways 
as investors refused to trade into the 
volatility. The session proved to be 
successful as the members of the oil 
cartel agreed to freeze production, 
the first in eight years. They have 
settled that they will reduce output by 
1.2 million barrels a day by January. 
However, this is contingent on the 
production freeze of the non-OPEC 
members which will provide more 
clarity next week as they meet in 
Doha. This has pushed oil prices to 
above US$50 a barrel, lifting energy 
stocks as a result. 
 
Still in the US, several economic data 
came out during the week which were 
mostly positive. Notable ones are the 
purchasing mangers’ index (PMI) surveyed by the Institute of Supply Management and Markit which both settled above 50, implying 
improving manufacturing activity in the US. Similarly, a leading indicator for the nonfarm payrolls data to be released on Friday, the 
jobs added by the private companies rose 216,000, almost double the market estimates of 119,000 jobs. These has virtually nailed 
the interest rate hike on December. 
 
Meanwhile, in Europe, equities also declined, suffering from the funds rotation to emerging markets due to the oil price rally. This 
was despite the strong economic indicators released during the week including the continued improvement in inflation, labor market, 
and manufacturing activity. Consumer prices were reported to rise 0.6% in November, from 0.5 % growth in October while 
manufacturing index rose to 52.2, implying an expansionary phase. 
 
In contrast, the Asian equities rallied on the back of the rising commodity prices following the OPEC deal. This has led to 
expectations of improved trade activity for oil exporting countries. 
 
During the week, MSCI World lost 0.27%, closing at 1,708.64 while MSCI Europe fell 0.22% to end at 115.48. The best performer 
was MSCI Asia-Pacific ex-Japan which rose 1.24% to 433.93.  
 
Global Bonds 
 
The US Treasuries continued to fall as the most anticipated rate 
increase approaches. Solid economic data that have been recently 
released as well as the expectations of a stronger US economy 
increased the probability of a rate hike on December to 96%. During 
the week, the Organization of Economic for Cooperation and 
Development upgraded its global growth forecast on the back of the 
stimulus policies to be implemented by Trump. The president-elect’s 
promise of massive infrastructure spending has also led investors to 
believe that there’s no other way for the interest rates to go but up. 

24-Nov-16 01-Dec-16 % Change

MSCI World 1,713.27 1,708.64 -0.27%

MSCI Europe 115.74 115.48 -0.22%

MSCI Asia-Pacific ex-Japan 428.61 433.93 1.24%

Dow Jones Industrial Average 19,083.18 19,191.93 0.57%

S&P 500 2,204.72 2,191.08 -0.62%

Global Equity Performance
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US Treasury Yield Curve

Tenor 24-Nov 1-Dec  +/- bps

3m 0.492 0.467 -2.54

6m 0.620 0.600 -2.04

2y 1.123 1.147 2.42

5y 1.832 1.898 6.61

10y 2.350 2.448 9.83

30y 3.021 3.109 8.78



 

 

US Treasury yields rose 3.84 bps on average. The ten-year note yield led the increase, settling at 2.449% after peaking at 2.49%. 
Meanwhile, the two-year note yield rose 2.42 bps, ending at 1.147%. 
 

Currencies  

 
The US dollar strengthened against the Japanese Yen while it 

weakened against the Euro and British Pound given differential rate 

expectations. Similar to last week, the market is pricing in a 100% 

chance of a US fed rate hike in December through the futures market. 

Furthermore, news reports indicate that investors are optimistic on US 

growth given Trump’s pro-US policy statements. Expectations of rising 

interest rates resulting from US Fed and Donald Trump have been 

reported to induce fund flows from emerging markets to the US, 

pushing the US dollar higher througout the week. However, 

intervention by the US Fed on the dollar (via swaps) may have resulted 

in a weakening of the currency by week-end. News reports have 

attributed the Yen’s weakness relative to the dollar on growing interest rate differential between US Treasury and Japanese 

Government bonds.  The EUR/USD pair gained 0.44%, ending at 1.0568 while the US Dollar rose 1.11% relative to the JPY.  

 

 

 

The week ahead (December 5 – December 9) 

 

All eyes will be on the nonfarm payrolls data for the month of November which will be released Friday as well as the Italian 

referendum happening on December 4. The meeting with non-OPEC members will also happen in the coming week. This will likely 

provide direction to the global equity markets, particularly the emerging markets. Meanwhile, the yields of the US treasuries will 

probably continue to rise as the FOMC meeting approaches. With uncertainty remaining high, and with the USD as a safe-haven 

asset, we expect the US dollar to remain strong despite Fed intervention. 

  

Currencies 

24-Nov 1-Dec % Change

USD/PHP 49.980 49.760 -0.44%

EUR/USD 1.0568 1.0615 0.44%

GBP/USD 1.2471 1.2594 0.99%

USD/JPY 113.04 114.30 1.11%

AUD/USD 0.7399 0.7389 -0.14%

USD/CHF 1.0159 1.0143 -0.16%

EUR/CHF 1.07370 1.07675 0.28%

EUR/JPY 119.47 121.34 1.57%



 

 

Philippine Financial Markets 

 

The PSEi ended flat due to lack of local catalysts as investors focused on developments abroad. On average, prices of 

local fixed income assets rose due to month-end rebalancing and bargain hunting. Meanwhile, the peso reversed course 
this week, moving away from the 50-peso level as strong macro-fundamentals supported bargain-hunting. 
 
Local Equities  

The PSEi ended flat due to lack of local catalysts as investors focused on 
developments abroad. The market started the week down on the back of 
window-dressing activities and continued to decline as foreign selling continued 
ahead of the mid-week trading halt in light of Bonifacio Day which coincided with 
the OPEC meeting. The index rallied on Thursday after positive news that 
OPEC had agreed on cutting oil output by 1.2 million barrels to boost oil prices. 
The index rally offset the losses suffered early in the week to end at 6,886.74, 
down by only 0.04% week-on-week from last week’s index level of 6,889.78. For 
the week, foreigners were net sellers at USD 34.7 million. Year-to-date, net 
foreign inflows reached USD 272.45 million. 
 
Philippine Bond Market  

On average, prices of local fixed income rose due to month-end rebalancing and 
bargain hunting. The week started with local fixed income securities declining 
amid window-dressing activities. However, prices recovered on Tuesday due to 
bargain hunting and portfolio rebalancing with turnover coming in at Php11.9 
billion. Midweek, prices of local fixed income continued to rise after the OPEC 
members agreed to cut production and ended the week higher due to strong 
macroeconomic fundamentals in the Philippines. Yields fell 2.6 bps on average, 
led by the short end falling by 19.1 bps, and the long end falling by 5.1 bps. 
Meanwhile, the belly rose by 6.0 bps. 
 
Philippine Peso  
 
The peso reversed coursed this week, moving away from the 50-peso level as 
strong macro-fundamentals supported bargain-hunting. The United Nations' 
Economic and Social Commission for APAC upgraded FY16 Philippines GDP 
forecast to 7% from 6% due to strong household consumption and favorable 
employment; it also maintained its 2017 forecast of 6.2%. Furthermore, strong 
foreign flows to emerging markets driven by the oil rally may have contributed to 
the strengthening of the Peso. Earlier this week, the OPEC released a statement indicating a potential reduction in global oi l 
production leading into 2017, boosting the price of oil and investors’ sentiment towards emerging markets. 
 

 

The week ahead (December 5 – December 9) 

 

For next week, we expect the PSEi to move range-bound as investors look to the US NFP data, Italian referendum, and local 

inflation for the month of November. We expect higher volume for local fixed income in anticipation of back-to-back issuances of 

four-year Treasury bonds and three tenors of Treasury bills. The peso would most likely trade in a narrow band against the dollar as 

the anticipated next rate hike draws near. 

 

 

 

 

25-Nov 2-Dec % Change

PSEi 6,889.78 6,886.74 -0.04%

Philippine  Stock Exchange  Index

T enor 25-Nov 2-Dec  Change

1m 1.66 1.68 2

3m 1.69 1.70 1

6m 1.82 1.82 0

1y 3.72 2.92 -79

2y 3.67 4.04 37

3y 3.92 3.68 -24

4y 4.20 4.12 -9

5y 4.99 4.84 -15

7y 4.37 5.08 71

10y 4.86 4.71 -15

20y 5.60 5.60 -1

25y 5.25 5.25 0

Average -2.6

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)


