
 

 

December 21, 2015     
Global Financial Markets 

Global equities closed higher as investors digested the Federal Reserve’s decision to finally hike benchmark rates by 25 
basis points. US Treasury prices slightly increased as strong foreign demand and weak inflation print reversed high 
yields, resulting to slightly higher average prices for the week. The US Dollar started this week flat, after softening at the 
close of last, only to strengthen modestly on net positive US economic results for the week. 
  

Global Equities 
 

Global equities started the week 
mostly subdued as cautious trading 
was evident ahead of the widely-
watched and much-awaited FOMC 
meeting, wherein investors were 
expecting the Federal Reserve to 
finally raise interest rates. True 
enough, they finally did it! On 
Wednesday night, the Fed 
announced a 25-basis point rate hike 
as it deemed the economy finally 
ready to withstand such. Further, it 
expects economic conditions will 
evolve in a manner that will warrant 
only gradual increases in the Fed 
funds rate. New “dot” projections 
showed that officials now expect the 
benchmark rate to rise to 1.375% by 
end-2016, to 2.375% by end-2017, 
and 3.25% in three years. That is a 
slower pace than projected by 
officials during their September 
meeting.  

It was another data-heavy week for 
the US, even as investors sat on the 
edge of their seats ahead of the 
meeting. Data was mixed, but there was some strength seen in the housing segment. Over-all, trading was range-bound until the 
FOMC meeting, after which sentiment soared as confidence in the US economic recovery was restored. However, on Thursday, 
crude oil prices falling below the US$35 to a dollar level cause investors to flee into safe-havens, pulling down share prices and 
losing some of the gains made during the week.  

European shares rose sharply at the beginning of the week and rallied even further following the Fed’s decision to hike. Asian 
stocks followed a similar trend as investors celebrated the removal of the rate hike overhang.  
 
Week-on-week, the MSCI World index gained 1.06% led by the European index, which spiked 2.56% and the Asia ex-Japan index, 
which rose 1.71%.The Dow Jones Industrial Average index and S&P500 index increased 2.80% and 3.02%, respectively.  
 

The week was once again heavy with data, though most investors were focused on the Fed’s rate decision, as well as the continued 
drop in oil 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.  

 Industrial production in the Euro-zone was stronger than expected, as it rose 0.6% month-on-month, beating the market 

estimate of +0.2%. On an annual basis, industrial output was up 1.9%. 

 For the month of November, the US consumer-price index was unchanged (meeting the market estimate of a 0% gain), 

after rising an unrevised, seasonally adjusted 0.2% in October. Not including food and energy prices, core prices spiked 

10-Dec-15 17-Dec-15 % Change

MSCI World 1,637.83 1,655.22 1.06%

MSCI Europe 119.73 122.79 2.56%

MSCI Asia-Pacific ex-Japan 398.78 405.58 1.71%

Dow Jones Industrial Average 17,265.21 17,749.09 2.80%

S&P 500 2,012.37 2,073.07 3.02%
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US Treasury Yield Curve

Tenor 10-Dec 17-Dec  +/- bps

3m 0.229 0.219 -1.02

6m 0.530 0.469 -6.13

2y 0.943 0.984 4.12

5y 1.678 1.703 2.50

10y 2.231 2.223 -0.71

30y 2.968 2.928 -4.00

2% YoY, also in line with the market estimate. This was the largest annualized increase since May 2014, mainly due to a 

rise in housing costs.  

 Home-builder confidence in the US declined for the month of December. The National Association of Home Building 

housing market index dropped to 61, lower than the market estimate of 63, from 62 in November. The NAHB Chief 

Economist anticipates the housing market to continue to pick up traction moving into 2016 amid continued job creation, 

economic growth and growing household formations.  

 Industrial production in the US declined sharply in November, contracting by 0.6% compared to the market estimate of -

0.2%. This was the fastest decline since March 2012, reflecting falling oil prices and weaker demand for durable goods.  

 US housing starts spiked by 10.5% month-on-month last November to an annual rate of 1.173 million, beating the market 

estimate of 1.13 million. Multi-family units were up 18.1% while single-family construction jumped 7.6% to a pace of 768k, 

almost meeting an 8-year high.  

 The number of Americans filing for first-time jobless claims fell last week, down by 11,000 to a seasonally adjusted 

271,000 compared to the market estimate of 275,000 for the week ended December 12. The less-volatile 4-week moving 

average inched lower by 250 to 270,500. The number of continuing claims, meanwhile, dipped by 7,000 to 2,238,000. 

 For the month of November, the Conference Board’s index of leading indicators climbed by 0.4%, beating the market 

estimate of +0.1%, The larger-than-anticipated increase reflected positive contributions from five out of ten key indicators. 

These were: building permits, the interest rate spread, stock prices, the Leading credit index, and manufacturers’ new 

orders for consumer goods and materials making positive contributions. However, negative contributions from the ISM new 

orders index, average weekly jobless claims, manufacturers’ new orders for non-defense capital goods excluding aircraft, 

and average consumer expectations for business conditions limited the upside for the index. 

 

 

 

Global Bonds  
 

US Treasury yields declined on the average following an event-filled 

week that started with profit-taking driven by fading concerns that a 

rout in speculative-grade credit might derail the highly anticipated Fed 

rate-hike. Yields continued to increase following the release of the core 

consumer price index, which climbed to 2%, a day before the FOMC 

meeting. The uptrend was sustained as prices saw further downward 

pressure after the Federal Reserve raised the Fed Funds rate for the 

first time in almost a decade. Nonetheless, yesterday’s strong foreign 

demand and weak inflation print reversed high yields, resulting to 

slightly higher average prices for the week. 

 

Week-on-week, yields declined by an average of 0.87 basis points. The ten-year benchmark yield edged down 0.71 basis points to 

close at 2.223%. On the other hand, the two-year note rose 4.12 basis points to close at 0.984%. 

 

Currencies  

 
The US Dollar started this week flat, after softening at the close of last, only 

to strengthen modestly on net positive US economic results for the week. 

Following a lackluster report wherein US retail sales growth, as dragged by 

motor vehicle sales and automotive products, printed at 0.1% for October, 

missing expectations of 0.3%. The greenback started the week flat with an 

upward bias against the Euro on uneventful trading as imminent Fed liftoff 

drew nearer. Better inflation figures, in which core inflation was on target at 

0.2% growth, sealed the deal on lift-off and boosted the greenback further 

Tuesday. Mid-week, vastly better US housing starts and permits last 

November which printed at 10.5% and 11% growth, respectively, more than 

offset poor industrial production and Markit manufacturing PMI results which 

fell 0.6% and 1.5 points, respectively. One day past lift-off, the US Dollar 

continued to strengthen as a slew of US economic data was, on balance, tipped to positive territory with lower initial and continuing 

jobless claims offsetting a wider current account deficit of USD 124.1 billion (up 11.7% YoY) versus expectations of USD 118.6 

billion. 

 

Week-on-Week, the EUR/USD pair trended downward, falling 1.15 US Cents, or -1.05%, to close trading at the 1.0826 level.    

Currencies 

10-Dec 17-Dec % Change

USD/PHP 47.190 47.395 0.43%

EUR/USD 1.0941 1.0826 -1.05%

GBP/USD 1.5160 1.4901 -1.71%

USD/JPY 121.56 122.56 0.82%

AUD/USD 0.7281 0.7129 -2.09%

USD/CHF 0.9877 0.9962 0.86%

EUR/CHF 1.08077 1.07835 -0.22%

EUR/JPY 133.00 132.68 -0.24%



 

 

 

The week ahead (December 21 – December 23) 

 

Now that the Fed rate hike has finally come to pass and as the year comes to a close, we expect global equities and bond markets 

to stay range-bound as they await further catalysts from the market. Likewise we expect low volumes as next week will be a 

holiday-shortened trading week. For next week, expect the EUR/USD pair to move range-bound in sideways trading on lack of 

market moving developments as we approach the end of the 2015.  



 

 

Philippine Financial Markets 

The local equities market rallied, tracking gains from regional markets, as the Fed finally hiked rates but remained on a 
dovish side. Prices of government securities fell as the Fed rate hike finally came to pass, and risk-off sentiment ensued 
as oil prices continued their downward spiral. The Peso traded sideways with a slight downward bias relative to the US 
Dollar this week on conviction of Fed liftoff and marginal influence from the Chinese Yuan. 
 
 
Local Equities  

  
Throughout the week, all eyes were on the US Federal Reserve as they held 

their last meeting for the year and announced that after more than 9 years, they 

will finally hike rates. At first, markets have been sold down in anticipation of 

higher interest rates but investors were also quick to bargain hunt as they 

perceive that the hike was largely priced in already. When the statement came 

out, which appeared to be with a dovish tone, markets rallied, and the PSEi 

experienced a net foreign inflow once again, after 2 weeks of consecutive 

selling. Most investors took the hike as a vote of confidence in the US economy. 

Nonetheless, foreigners reverted to a net outflow a day after as the rally seemed 

to be only a relief from the long-awaited interest rate hike. Moreover, the Fed governors' emphasis on a gradual normalization going 

forward hinted that the economy has not yet fully recovered.  

Week-on-week, the PSEi gained 132.06 points, or +1.96%, closing at 6,867.07. For the week, foreigners were net sellers at 
Php1.67 billion, or US$35.30 million. Year-to-date, net foreign outflows are roughly US$1.239 billion. 
  
Industrial: 

 Gokongwei-led, Universal Robina Corp. (PSE ticker: URC) is expanding its presence in Southeast Asia by constructing 

additional factories. This is part of their efforts to prepare for the Asean Economic Community (AEC) which is envisioned to 

be a single market and production base for the 10-member Asean community with an estimated consumer base of 600 

million people. Currently, the company has operations in Thailand, Malaysia, Singapore, Vietnam, Indonesia and Burma. 

 In a disclosure to the PSE, Crown Asia Chemicals Corporation (PSE Ticker: CROWN) said it has begun supplying its PVC 

pipes to Ayala Land’s new premier commercial developments, namely, the Sunrise Paradigm in Pasig and the Bonifacio 

Stopover in Taguig. The company is also servicing the PVC pipe requirements of Star Malls of Vista Land in various 

locations, construction of the UST Hospital, and several Ace Medical Hospital Facilities. Moreover, ACE hospital in Iloilo is 

slated to receive Crown pipes for its construction requirements. 

 In a disclosure to the PSE, International Container Terminal Services, Inc. (PSE Ticker: ICT) said it will be implementing 

hikes in stevedoring and arrastre charges at the Manila International Container Terminal (MICT) and South Harbor starting 

December 28, 2015. The upward adjustment for Cost-Recovery of 8% on Vessel (Stevedoring) and Cargo (Arrastre) 

Charges and other related handling charges for Foreign Containerized and Non-Containerized cargo at MICT and South 

Harbor was approved during the November 10, 2015 PPA Executive Committee and Regular Board meeting. 

Holding Firms: 

 The hospital unit of listed holding firm, Metro Pacific Investments Corp. (PSE ticker: MPI), has acquired a controlling stake 

(51%) in Bulacan-based Sacred Heart Hospital of Malolos Inc. for a total consideration of PHp150 million. The funds raised 

from new investment of MPI will be used by the hospital to fund its expansion through increasing its patient beds and 

acquiring various medical equipment. The transaction is expected to be completed in January 2016. 

Services: 

 Lucio Co-owned retailer, Puregold Price Club, Inc. (PSE ticker: PGOLD) said that it will hike its 2016 capital expenditure 

budget to Php2.6 billion to fund its store network expansion. One billion pesos will be allocated for the roll out of 25 Puregold 

stores, with launches focused on North Luzon, Visayas and Mindanao. Meanwhile, the remaining budget is earmarked to the 

opening of two S&R Membership Shopping outlets outside Metro Manila, 75 Lawson convenience stores and 10 quick-

service restaurants. Next year, the company expects a 3% expansion in same-store sales, maintaining sales and earnings 

growth level of low-teens. 

 In a disclosure to the PSE, International Container Terminal Services, Inc. (PSE Ticker: ICT) said it will be implementing 

hikes in stevedoring and arrastre charges at the Manila International Container Terminal (MICT) and South Harbor starting 

December 28, 2015. The upward adjustment for Cost-Recovery of 8% on Vessel (Stevedoring) and Cargo (Arrastre) 

11-Dec 18-Dec % Change

PSEi 6,735.01 6,867.07 1.96%

Philippine  Stock Exchange  Index



 

 

T enor 11-Dec 18-Dec  Change

1m 3.05 3.57 52

3m 1.57 2.14 58

6m 2.92 1.59 -132

1y 3.30 3.16 -14

2y 4.08 3.96 -12

3y 4.24 4.22 -2

4y 3.89 3.88 -1

5y 3.92 3.85 -7

7y 4.74 4.57 -17

10y 4.12 4.09 -3

20y 5.48 5.46 -2

25y 5.00 4.94 -6

Average -7.2

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)

Charges and other related handling charges for Foreign Containerized and Non-Containerized cargo at MICT and South 

Harbor was approved during the November 10, 2015 PPA Executive Committee and Regular Board meeting. 

 In a statement, Philippine Airlines (PSE Ticker: PAL) said it will open flights to Papua New Guinea starting December 18 as 

part of its expansion in the Oceania region. It added that flights utilizing 156-seater Airbus 320 will fly to Port Moresby, capital 

of Papua New Guinea, every Thursday, Friday, and Sunday. Around 30,000 Filipino professionals are based in Papua New 

Guinea. 

 
 
Philippine Bond Market  

 
On the local fixed income space, government securities saw lackluster 
trading as investors remained glued to their seats awaiting the results of the 
US Federal Reserve meeting. Yields rose immediately after, as the Fed 
announced a 25-basis point hike for the first time in almost 10 years. 
Towards the end of the week, global risk-off sentiment ensued as the prices 
of oil continued to spiral downward, even breaching the US$35 to a barrel 
level. This caused a sell-off in local bonds as sentiment toward EM assets 
soured. 
 
Yields declined by an average of 7.2 basis points week-on-week. The short-
end, belly and long-end of the curve fell by 9.13, 7.63 and 3.71 basis points, 
respectively.  
 
 
 
 
 
 
 
 
Philippine Peso  

 
The Peso traded sideways with a slight downward bias relative to the US 

Dollar this week on conviction of Fed liftoff and marginal influence from the 

Chinese Yuan. The Peso began the week on a soft note, tracking regional 

weakness led by China's deliberate transition from a USD peg to a broader 

basket of 13 different currencies. Into mid-week, the Peso stood still 

Tuesday and Wednesday as traders stood by their pre-Fed liftoff bets and as 

the hike was largely priced in by the market. On Thursday, market 

participants took profit on the long-USD call, initially causing greenback 

weakness which later gave way to more PBoC-influenced Yuan weakness 

that our market followed. The Peso finally recovered by week-end on profit-

taking and the mixed US economic result from overnight. Week-on-week the 

USD/PHP pair traded sideways with an upward bias, rising 15 centavos, or 

0.32%, to close the week at the 47.34 level. 

 

 Moody’s Investors Service kept its stable outlook for the Philippines citing exchange rate flexibility, fiscal and monetary 

policy vigilance and efforts to revive domestic sources of growth as positive support for the sovereign credit profile of the 

Philippines. However, Moody’s also noted that possible continued external pressures next year due to China’s s lowdown 

and monetary policy tightening by the US Federal Reserve may weaken net capital inflows. Nonetheless, Moody’s expects 

that domestic factors will be the key determinants of the broad direction of capital flows into and out of the country in 

coming months. 

 For the first time in six years in 2016, the Philippines expects to import sugar to add to domestic supplies because of 

declining output linked to El Nino. The administrator of the Sugar Regulatory Administration (SRA) said that raw sugar 

imports in 2016 may reach as much as 169,385 tonnes. She added that the SRA had cut its forecast for domestic raw 

sugar output for the 2015/16 crop year beginning Sept 1 to 2.23 million tonnes from 2.27 million tonnes. This could be 

revised down further after initial estimates showed a 30% drop in September to November output over the same period 

last year. 

 Philippine Socioeconomic Planning Secretary, Arsenio Balisacan, is very optimistic that the Philippine economy will grow 

6% for the year, supported by its strong industry and manufacturing sectors. Despite this figure falling below the 

Currencies 

10-Dec 17-Dec % Change

USD/PHP 47.190 47.395 0.43%

EUR/USD 1.0941 1.0826 -1.05%

GBP/USD 1.5160 1.4901 -1.71%

USD/JPY 121.56 122.56 0.82%

AUD/USD 0.7281 0.7129 -2.09%

USD/CHF 0.9877 0.9962 0.86%

EUR/CHF 1.08077 1.07835 -0.22%

EUR/JPY 133.00 132.68 -0.24%



 

 

government’s 7% to 8% 2015 target, the forecasted 6% growth is sufficient to keep the Philippines in the list of Asia’s 

fastest growing economies. 

 Standard & Poor’s Ratings Services (S&P) forecasts a stable outlook for the Philippines in the near term on the back of 

sustained expectations of robust remittance inflows coupled with lower external debt amid a low interest rate environment 

and improved domestic liquidity. Kim Eng Tan, S&P senior director for sovereign and international finance ratings for Asia-

Pacific, credited the current administration for continuity of sound fiscal policy in play over the past decade. Moreover, Tan 

noted that if the next president will be weak, then some of the positive sentiments around the Philippine economy may 

reverse. S&P expects the Philippine economy to expand by 5.6% in 2015, the third-fastest growth projection in the region. 

 In the Bangko Sentral ng Pilipinas' (BSP) Consumer Expectations Survey (CES) for the fourth quarter showed that more 

overseas Filipino workers' (OFW) households allocate remittances for savings and investment. The BSP believe that this is 

due to the literacy programs they provide. The number of households using remittances for savings increased from 41.4% 

in the fourth quarter from 38.2% in the previous quarter while the ones allocating remittances for investments improved to 

6.6% from 6.2%. Nonetheless, the priority of OFWs remained to be food and household needs (95.9%), Education (69.5%) 

and medical expenses (59.7%). 

 Data from the Department of Budget and Management (DBM) showed that state agencies have already utilized 92% of 

their notices of cash allocation (NCAs) from January to November of this year. As of November, Php1.547 trillion of the 

total Php1.675 trillion in NCAs released were already spent. Total budget for this year was set at Php2.606 trillion. Last 

year, utilization rate reached 87% while it surged to 94% two year prior that. 

 In a report from the Bangko Sentral ng Pilipinas (BSP), it showed that personal remittances from OFWs reached US$2.5 

billion in October, bringing the cumulative remittances for the period January to October to US$22.8 billion, which 

translates to a 3.5% increase over the cumulative amount in the same period last year. Meanwhile, cash remittances from 

OFWs coursed through banks totaled US$20.6 billion, 3.7% higher than last year. The bulk of cash remittances still came 

from the United States, Saudi Arabia, the United Arab Emirates, Singapore, the United Kingdom, Japan, Canada, and 

Hong Kong. 

 According to the Philippine Statistics Authority (PSA), domestic rice stock inventory remains sufficient for 91 days, with 

total reaching 3.11 million metric tons (MT) as of end-November. Stocks held in households are expected to be sufficient 

for 44 days, while those held in commercial warehouses and in National Food Authority (NFA) depositories would be 

enough for 26 and 21 days, respectively. Meanwhile, corn stock inventory stood at 298,200 MT as of the same period, 

24.5% higher on a year-on-year basis but 29.1% lower month-on-month. 

 In a survey undertaken by the Philippine Statistics Authority (PSA), it showed that the government has scaled down its rice 

imports to 300,000 to 400,000 metric tons next year from its original budget of 1.3 million as they expect higher production 

in the last quarter of the year and the first three months of 2016. The government has also set aside a Php19 billion El 

Niño mitigation fund to lessen the effect of the dry spell. It will be funded through its current budget worth Php6.6 billion, 

and the rest will be coming from savings raised from project bids. 

 It was decided in the Bangko Sentral ng Pilipinas' (BSP) last Monetary Board meeting yesterday that key policy rates wil l 

be kept at current levels despite the rate hike by the US Federal Reserve. BSP Governor Amando Tetangco Jr. said that 

the decision was anchored on the firm domestic demand conditions and benign inflation environment. Nonetheless, due to 

inflationary pressures, the Monetary Board raised its inflation forecast to 2.4% from original estimate of 2.3% for 2016 and 

to 3.2% from 2.9% in 2014. Average inflation for the year is still expected to be at 1.4%. 

 

The week ahead (December 21 – December 23) 

 

For the week ahead, we expect the market to trade range-bound amid lack of catalysts and low volumes given the shortened 

trading week. The PSEi is expected to trade between 6,700 and 6,900. Bond yields are expected to trade sideways with an upward 

bias next week, especially as the much-awaited Fed hike has finally come to pass. Expect light trading given the holiday-shortened 

work week. For next week, expect the USD/PHP pair to move range-bound in sideways trading on lack of market moving 

developments as we approach the end of the 2015. 


