
 

December 14, 2015     
Global Financial Markets 

Global equities plunged, tracking the movement in oil prices as fears over the ongoing global supply glut mounted. US 
Treasuries rallied and the US Dollar continued to strengthen over the weekend on the heels of the robust US non-farm 
payrolls print for November only to dip mid-week then recover as we approach Fed liftoff. 
  
Global Equities 
 

Global equities were down for 
most of the week, though it had 
begun strong with the US 
nonfarm payrolls data released 
Friday, which was stronger than 
expected. This more or less 
solidified the view that there 
would indeed be a December 
rate-hike, thereby resulting in 
optimism that the economy was 
finally recovering. However, the 
rally was short-lived as fears 
over the ongoing global oil 
supply glut mounted. The OPEC 
is in discord over its strategy of 
maintaining high production to 
force out rivals, while non-OPEC 
producers such as Russia 
continue to pump at record 
levels. Thus, global equities 
ended much lower on a weekly 
basis.  

It was a data-heavy week for the 
US, even following the widely-
watched nonfarm payrolls report. 
Economic figures were generally 
lackluster, making for mostly 
lackluster trading as investors 
mostly reacted to the volatility in oil prices.  

European and Asian equities mostly tracked Wall Street as well, falling back for most of the week amid the spiraling oil prices.  
 
Week-on-week, the MSCI World index lost 1.82% led by the Asia-Pacific ex-Japan index, which lost 2.47% and the European index, 
which fell 2.03%.The Dow Jones Industrial Average index and S&P500 index lost 1.99% and 2.11%, respectively.  
 

The week was once again heavy with data beginning with the non-farm payrolls released on Friday night. However, though the 
figure was good, investors still focused on falling non-farm prices.   
 

 For the month of December, consumer confidence improved for a third consecutive month. The University of Michigan's 

preliminary index of consumer sentiment rose to 91.8 from November's final reading of 91.3, slightly lower than the 92.0 

consensus forecast.  

 US retail sales rose by a seasonally adjusted 0.2% MoM last October, the largest increase since July, according to data 

released by the Commerce Department. The rise came after three months of nearly nonexistent growth and largely due to 

a 0.4% drop in auto sales. As the labor market improved, wage growth improves—though modest. In October, Americans’ 

personal savings rate (disposable income that is saved) hit 5.6%, the highest rate since 2012, even as personal incomes 

rose 0.4% from the prior month.  

 

 

Global Bonds  
 

US Treasury yields rose on the average this week following the release of a 

solid November jobs report data in the US, solidifying heightened 

expectations of an interest rate hike by the Federal Reserve in December. 

03-Dec-15 10-Dec-15 % Change

MSCI World 1,694.78 1,663.88 -1.82%

MSCI Europe 124.86 122.32 -2.03%

MSCI Asia-Pacific ex-Japan 413.52 403.32 -2.47%

Dow Jones Industrial Average 17,847.63 17,492.30 -1.99%

S&P 500 2,091.69 2,047.62 -2.11%

Global Equity Performance
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Tenor 3-Dec 10-Dec  +/- bps

3m 0.203 0.229 2.55

6m 0.443 0.530 8.69

2y 0.951 0.943 -0.73

5y 1.733 1.678 -5.57

10y 2.314 2.231 -8.31

30y 3.054 2.968 -8.68



 

Lower oil prices likewise bolstered prices as it suggested continued benign inflation data for the US. 

 

Week-on-week, yields across the curve declined by 12.05 basis points on average. The 10-year benchmark yield shed 8.31 basis 

points to close at 2.231%. On the other hand, the two-year note edged down 0.73 basis points to close at 0.943%. 

 

 

Currencies  

 
The US Dollar continued to strengthen over the weekend on the heels of the 

robust US non-farm payrolls print for November only to dip mid-week then 

recover as we approach Fed liftoff. The greenback closed last week on a 

strong note, despite the sharp fall last Thursday following the ECB's 

lackluster expansion of ongoing easing. November US NFP print was 

211,000 (vs. est 200,000) and the preceding two months' numbers were 

likewise revised up. Momentum carried over into the start of this week with 

the US Dollar gaining on the Euro despite the decline in the Conference 

Board's Employment Trends Index. The broad gauge of labor conditions, 

which considers under-employment, ease of finding work, transient workers, 

number of job openings and initial jobless claims, fell to 128.69 in November 

from 129.75 in October. The greenback capitulated Tuesday on poor labor and small business sentiment following the release of 

slightly lower than expected US job openings data and small business confidence sentiment. The US Labor Department in its Job 

Openings and Labor Turnover Survey (JOLTS) for October reported fewer than expected job openings at 5.383 million (vs.est 5.5 

Mn). Unusually, retail sales positions fell so close to the holiday shopping season. Also, the Small Business Optimism Index shed 

1.3 points to print at 94.8 (vs. est 96.4). Then, on Wednesday, 4th quarter US GDP was put in doubt as US wholesale inventories, a 

component of GDP, declined -0.1% in October (vs. est +0.3%) and was revised downward to 0.2% in September from 0.5% 

previously. Further, Germany posted a trade surplus of EUR 20.8 billion for the same period, supporting the Euro. Towards the 

weekend the US Dollar resumed its rally after a short breather, but the bounce was subdued by higher than expected initial jobless 

claims which printed at 282,000 (vs. est. 270,000). Continuing US jobless claims were likewise higher than expected at 2.243 

million (vs. est. 2.155 million). 

 

Week-on-Week, the EUR/USD pair still traded markedly higher, rising 3.77 US Cents, or 3.57%, to close trading at the 1.0940 level 

just on the reversal of the long-USD, short-EUR trade after the ECB meeting last week.    

 

The week ahead (December 14 – December 18) 

 

We expect market participants to stay on the sidelines once again as the much-awaited December meeting finally comes to pass. 

Global markets will likely depend on the result of the Fed meeting, and whether or not they hike rates. For next week, expect the 

EUR/USD pair to trade sideways with a slight downward bias as largely expected US Fed liftoff almost certainly takes place after 8 

months of waiting and after 9 years since the last hike.   

Currencies 

3-Dec 10-Dec % Change

USD/PHP 47.150 47.190 0.08%

EUR/USD 1.0563 1.0940 3.57%

GBP/USD 1.4941 1.5176 1.57%

USD/JPY 123.46 121.68 -1.44%

AUD/USD 0.7326 0.7297 -0.40%

USD/CHF 1.0233 0.9889 -3.36%

EUR/CHF 1.08085 1.08193 0.10%

EUR/JPY 130.41 133.12 2.08%



 

Philippine Financial Markets 

The local equities market continued to decline, amid thin volumes, as the Federal Funds rate decision approaches. The 
Peso underperformed the US Dollar this week as the market priced in the robust US non-farm payrolls (NFP) result 
released last Friday and as the Fed finally approaches liftoff. 
 
 
Local Equities  

  
The local equities market once again ended the week in red, with investors 
remaining on the sidelines on expectations of more volatility coming up due to 
the impending Fed lift-off, persistent drop in oil price and concerns over 
China’s economy. 
  
Investors caught up with the eventful weekend as the local market started the 
week with a loss. A higher-than-expected non-farm payrolls data from the US 
increased probability of a rate hike on the next FOMC meeting to be held next 
week. The probability of a 25 bps increase in interest rates by December as 
implied by futures has already reached almost 80% after the announcement. 
During the same weekend, the results of the meeting of OPEC officials were also released, which added to the risk aversion of 
investors as they were not able to agree on a quota limit. Mid-week, some economic data from China came out, implying further 
slowdown of the second largest economy in the globe. China’s exports fell by 6.8% in November, worse than expected and their 
fifth straight month of decline. Imports, on the other hand, fell by 8.7%, implying weak domestic consumption. 
  
Week-on-week, the PSEi lost 186.92 points, or -2.70%, closing at 6,735.01. For the week, foreigners were net sellers at Php2.46 
billion, or US$52.05 million. Year-to-date, net foreign outflows are roughly US$1.20 billion. 
  
Industrial: 

 In a disclosure to PSE, Max’s Group, Inc (PSE Ticker: MAXS) signed a development agreement with De Borja Inc., to build 

Max’s restaurant in San Diego, California thus expanding the company’s presence in the US. Under the agreement, De Borja 

will build at least three restaurants within five years. For the year, this marks the fifth overseas development deal of MAXS. 

Financials: 

 Philippine Business Bank (PSE ticker: PBB) is currently seeking out opportunities on an acquisition as it aims to become a 

universal bank within the next few years. According to PBB President and CEO Rolando Avante, the bank would manage on 

developing its branches in the 1st quarter of 2016, which also involve the branches of Bataan Savings, Insular Savers and 

Rural Bank of Kawit. He also mentioned that PBB aims to increase its network within 200 to 250 branches located around the 

Philippines from its present number of 133, and expects neutral or slight positive earnings by the end of 2015. 

Holding Firms: 

 The property arm of listed conglomerate, DMCI Holdings, Inc. (PSE ticker: DMC) targets Php500 million bond offering on 

February next year. This pertains to the second tranche of its Php1 billion bond offering as approved by the SEC. DMCI 

Project Developers, Inc. aims to raise funds to finance its existing and planned projects. The first tranche with maturities of 

three and five years was issued at a rate of 4.5% and 5%, respectively. 

 Residential property development arm of DMCI Holdings, Inc. (PSE Ticker: DMC), DMCI Project Developers, Inc. (DMCI-

PDI), will issue a corporate notes facility worth Php10 billion. This is comprised of Series F Notes of Php1 billion, Series G 

Notes also of Php1 billion, Series H Notes of Php2.5 billion, Series I Notes of Php2.5 billion, Series J Notes of Php1.5 billion, 

and Series K Notes of Php1.5 billion. Proceeds from the issuance will be used to fund the acquisition of real estate 

properties, project development costs, refinance its existing indebtedness, and fund other general corporate purposes. 

Services: 

 Philippine Long Distance Telephone Co. (PSE ticker: TEL) recently inked a partnership with Microsoft for the launching of 

Tvolution Stick. It is a dongle-sized device that converts any High-Definition Multimedia Interface-ready TV into a personal 

computer running on Windows 10 operating system. The company is positive on this venture as they try to leverage from 

Filipino's heavy usage of Internet and huge appetite for multimedia content. 

 

 

4-Dec 11-Dec % Change

PSEi 6,921.93 6,735.01 -2.70%

Philippine  Stock Exchange  Index



 

Property: 

 8990 Holdings, Inc. (PSE ticker: HOUSE) has earmarked Php8.0 billion for capital expenditures next year. It plans to launch 

15 new projects, comprising 14,000 condominium and mass housing units worth Php12 billion. It has also allocated Php3 

billion for landbanking purposes. The company said that the capex will be financed through internally generated funds. 

 
Philippine Bond Market  

 
On the local fixed income space, bond prices on the long end fell and 
yields rose as a strong US nonfarm payrolls figure paved the way for a 
potential December Fed rate hike. Global risk-off sentiment on the back of 
falling oil prices further pulled down prices.  
 
On Monday, the Bureau of the Treasury’s t-bill auction received only 
lukewarm demand ahead of the prospects of a rate increase. The debt was 
only partially awarded in order to “provide market guidance and allow 
gradual adjustment in light of the possible Fed liftoff in Devember”. The 91-
, 182- and 364-day papers yielded 1.836%, 1.843% and 1.952%, 
respectively. All tenors were only partially awarded due to limited demand. 
 
Yields fell by an average of 3 basis points week-on-week. The short-end of 
the curve fell by 23.73 basis points while the belly and long-end of the 
curve rose 0.63 and 18.63 basis points, respectively.  
 
 
Philippine Peso  
 
The Peso underperformed the US Dollar this week as the market priced in 

the robust US non-farm payrolls (NFP) result released last Friday and as 

the Fed finally approaches liftoff. Starting the week off on a weak note, the 

Peso fell on conviction that the US November NFP print of 211,000 (vs. est. 

200,000) left the Fed no excuse to further delay US interest rate 

normalization. After listless trading Tuesday, the Peso fell again mid-week 

as poor trade data from China and yet another slump in crude oil prices 

boosted the greenback against a broad range of currencies. Peso 

weakness was sustained on Thursday as the December FOMC meeting 

loomed closer and as Philippine exports declined -10.8% in October to USD 

4.59 billion. Electronic products, our top export, as well as woodcraft and 

furniture gained while machinery, transport equipment and other manufactures fell. Exports to our top 4 markets, Japan, USA, Hong 

Kong and China, all declined. By Friday, the Peso continued to slump following mounting net foreign selling from local financial 

markets as we approach Fed liftoff next week. 

 

Week-on-week, the USD/PHP pair traded sideways with an upward bias rising 9 centavos, or 0.18%, to close the week at the 47.24 

level. 

 

 Data from the Bangko Sentral ng Pilipinas (BSP) showed that money supply (or M3) grew by 9.5% in October to Php7.9 

trillion, the fastest pace recorded for this year and since December 2014. The BSP said that continued demand for credit 

led the acceleration in liquidity. Domestic claims expanded by 12.4% with majority of the loans went to key production 

sectors such as real estate; electricity, gas, steam and air-conditioning supply; wholesale and retail trade, and repair of 

motor vehicles and motorcycles; financial and insurance activities; and construction. Meanwhile, loans extended to the 

government grew by 12.1% and net foreign assets increased by 8.2%. 

 In a statement, Budget and Management Secretary Abad said that infrastructure spending increased by 57.6% to Php93 billion during the 

third quarter this year from Php59 billon in the same period last year. The growth in spending was driven by aircraft acquisition of the 

Armed Forces of the Philippines modernization program and infrastructure programs of the Departments of Education and Tourism. 

Moreover, the disbursement performance was also supported by Maintenance and Other Operating Expenses (MOOE) spending, up 

46.8% year-on-year. 

 According to the Department of Finance’s chief economist, the country’s Debt-to-GDP ratio declined to 45.3% at the end of the first nine 

months on the back of a narrower budget deficit and sustained economic expansion. As of end-September, both the domestic and 

external debt-to-GDP ratios went down to 29.6% (from 30.5% last year) and 15.7% (from 15.9%), respectively. Expenditures slightly 

exceeded revenues at the end of the first nine months, resulting in a fiscal deficit of Php25.5 billion or 0.27% of the nominal GDP that was 

worth Php9.5 trillion during the period. 

T enor 4-Dec 11-Dec  Change

1m 2.66 2.67 0

3m 2.15 1.58 -58

6m 2.91 2.92 1

1y 3.68 3.29 -39

2y 3.97 4.09 12

3y 4.23 4.24 1

4y 3.88 3.98 10

5y 4.03 3.95 -8

7y 4.85 4.73 -11

10y 4.08 4.13 5

20y 5.47 5.47 0

25y 5.01 5.52 51

Average -3.0

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)

Currencies 

3-Dec 10-Dec % Change

USD/PHP 47.150 47.190 0.08%

EUR/USD 1.0563 1.0940 3.57%

GBP/USD 1.4941 1.5176 1.57%

USD/JPY 123.46 121.68 -1.44%

AUD/USD 0.7326 0.7297 -0.40%

USD/CHF 1.0233 0.9889 -3.36%

EUR/CHF 1.08085 1.08193 0.10%

EUR/JPY 130.41 133.12 2.08%



 

 According to the Bangko Sentral ng Pilipinas (BSP), the country's gross international reserves (GIR) reached US$80.57 

billion as of end-November 2015. This is slightly lower than the US$81.10 billion reported last month. Nonetheless, the 

BSP assured that the current GIR level is enough to cover 10.3 months' worth of imports of goods and payments of 

services and income. It is also six times the country's short-term external debt based on original maturity and 4.2 time 

based on residual maturity. Moreover, it mentioned that the decrease was primarily due to revaluation adjustments on the 

BSP's gold holdings. 

 The Bangko Sentral ng Pilipinas (BSP) reduced its inflation forecasts for 2015 and 2016 to 1.4% from 1.6% and to 2.3% 

from 2.6%, respectively, due to the continued decline in oil and other commodity prices. Latest inflation print for the month 

of November came in at 1.1%, higher than market estimate of 0.7%. This brings 2015 average to 1.4% which makes the 

earlier projection of 1.6%, hard to reach. The BSP believes that its current monetary policy stance is still appropriate but it 

will consistently monitor developments in advanced economies particularly the US Fed and the ECB. The next monetary 

board meeting of the Fed will on December 17. 

 According to the data from the Bureau of Treasury, the government incurred a budget deficit of Php27 billion in October, 

nearly 11 times higher than the Php2.5 billion deficit in October last year. Year-to-date, total deficit reached Php52.6 billion, 

56% higher than Php33.6 billion recorded in the same period last year. Revenues grew 7% to Php163 billion with 

collections from the Bureau of Internal Revenue (BIR) contributing 76% and the Bureau of Customs (BOC) provided 21%. 

Government expenditures reached Php190 billion, 23% higher than last year's Php154.8 billion. This was the second 

highest year-on-year growth in spending for the year.  

 In a report from the Bangko Sentral ng Pilipinas, it showed that the country's foreign portfolio investment or "hot money" 

continued to decline due to the impending interest rate hike by the Federal Reserve, weak third quarter corporate earnings 

and thin volumes due to trading holidays. The country experienced a net outflow of US$68.79 million in November, a 

reversal of US369.92 million recorded in the same month last year. Inflows fell 39.4% to US$1.08 billion from US$1.79 

billion while outflows declined at a slower pace of 19% to US1.15 billion from US$1.42 billion.  

 For the month of October, Philippine industrial output contracted by 1.8% year-on-year compared to September’s +2.3% 

and October 2014’s +8.7%. The decline was mainly influenced by drops across eight major sectors, which offset the 

increase reported by 12 major sectors. In particular, petroleum products, beverages, food manufacturing and wood and 

wood products, registered double-digit decreases of 20.3%, 19.7%, 15.7% and 14%, respectively. Capacity utilization, 

which is the extent by which the industry resources are being used in the production of goods, averaged 83.4% for 

October. 

 

 

The week ahead (December 7 – December 11) 

 

This week, we expect the market to continue to trade range-bound with a downward bias as the Federal funds rate decision come 

due. As mentioned above, we expect a 25-bp hike to be announced on the FOMC’s December meeting. For this week, our 

expected trading range is 6,650 to 6,850. Bond yields are expected to trade sideways with an upward bias next week, especially as 

market players look to the Fed’s meeting in December. For next week, expect the USD/PHP pair to continue trading sideways with 

an upward bias as investors shed risk assets while considering the impact of the initial US rate hike on markets. 


