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Global Financial Markets  

Global equities ended flat as volumes sank ahead of the holiday weekend. In contrast, US treasury prices rose as 
investors parked their money on less risky assets. Risk-aversion and encouraging economic data released in the US 
caused the dollar to appreciate against the Euro. 
 
Global Equities 
 
Global equities ended flat with the 
developed markets continued to 
outperform their Asian peers. US 
equities have persistently tested 
resistance levels, with the Dow 
Jones Industrial Average index 
(DJIA) flirted with the 20,000 
psychological level. The strength in 
the US equities may still be 
attributed to Trump's pro-US growth 
which was reinforced when the 
Electoral College met this week and 
voted to confirm his victory. 
Although this optimism may have 
lost momentum in the past few days, 
economic data released during the 
week continued to support the 
market. For one, the last estimate 
for the US third quarter GDP growth 
came in at 3.5%, beating market 
expectation of 3.3%. This is also the 
strongest rate of growth reported in 
two years which was driven by 
stronger consumer spending on 
services (+3%) and better business 
investment (+1.4%). Spending in 
structures jumped 12% while 
intellectual-property outlays rose 
3.2%. In contrast, residential investment fell 4.1%. The report likewise showed that profits after tax grew 2.6% over the prior quarter. 
 
Meanwhile, in Europe, recent data released were similarly mostly positive. German business sentiment and UK retail sales 
improved in December while German producer prices rose faster than expected in November. However, the run-up was capped 
due to the risk-off sentiment brought by the assassination of the Russian Ambassador to Turkey. 
 
In contrast, Asian markets continued to suffer from capital outflows as investors tried to trim positions before the holidays. Several 
geopolitical events exacerbated the outflows as it was reported that China seized an underwater US Navy drone in international 
waters. Moreover, housing prices in China declined significantly in November, showing signs of slowing real estate market in the country. In 
Japan, the central bank, Bank of Japan (BoJ) decided to keep its currently accommodative monetary policies. 
 
MSCI World ended flat, rising by only 0.19% to close at 1,757.83. This was led by the DJIA which gained 0.34% to end at 19,918.88 and 
MSCI Europe which increased by 0.27% to 121.98. MSCI Asia Pacific ex-Japan fell 1.73% to 421.91.  
 
Global Bonds 

 
The US Treasuries recovered as the risk-off sentiment brought 
by geopolitical events prompted investors to park their funds on 
less risky assets. Moreover, the Bank of Japan’s decision to 
keep its monetary policy (short-term policy rates at -0.1% and a 
target yield on Japanese government bonds around zero) on 
hold reinforced the attractiveness of the US treasuries on a 
yield perspective therefore increasing demand for them.   
 
Interest rates fell by an average of 3.43 bps led by the two-year 
note yield which gave up 8.15 bps to 1.274% and the five-year 
note yield which declined by 5.44 bps. 
 

15-Dec-16 22-Dec-16 % Change

MSCI World 1,754.51 1,757.83 0.19%

MSCI Europe 121.65 121.98 0.27%

MSCI Asia-Pacific ex-Japan 429.33 421.91 -1.73%

Dow Jones Industrial Average 19,852.24 19,918.88 0.34%

S&P 500 2,262.03 2,260.96 -0.05%

Global Equity Performance
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US Treasury Yield Curve

Tenor 15-Dec 22-Dec  +/- bps

3m 0.497 0.503 0.51

6m 0.641 0.646 0.51

2y 1.274 1.192 -8.15

5y 2.088 2.034 -5.44

10y 2.597 2.552 -4.52

30y 3.162 3.127 -3.51



 

Currencies  

 
The US dollar strengthened against the major currencies (including 

the Euro and the British Pound) on the back of risk aversion and 

strong economic data releases in the US. Surprisingly, the 

Japanese Yen managed to record gains despite the BoJ’s move, 

prompted by bargain hunting after the USD/JPY pair reached its 

highest level since February.  

 

The EUR/USD pair lost 0.11%, ending at 1.0465 while the US Dollar 

depreciated 0.69% relative to the Japanese Yen. 

 

The week ahead (December 26 – December 30) 

 

We expect trading volumes to remain low at the turn of the year next week. We do not anticipate any significant developments to 

happen as investors close their books. Hence, all the markets will likely trade at tight ranges. 

  

Currencies 

15-Dec 22-Dec % Change

USD/PHP 49.960 49.990 0.06%

EUR/USD 1.0476 1.0465 -0.11%

GBP/USD 1.2534 1.2339 -1.56%

USD/JPY 118.35 117.53 -0.69%

AUD/USD 0.7389 0.7213 -2.38%

USD/CHF 1.0271 1.0236 -0.34%

EUR/CHF 1.07595 1.07118 -0.44%

EUR/JPY 123.98 123 -0.79%



 

 

Philippine Financial Markets 

 
The local equities market dropped sharply to close at the 6,500-level amid continued global uncertainty. On average, 
prices of local fixed income securities traded flat as the Bangko Sentral ng Pilipinas announced their decision to retain 
their current monetary policy. The Philippine peso hit Php50 to the dollar this week due to relatively strong demand for the 
greenback just before the year ends. 

 
Local Equities  

The local equities market dropped sharply to close at the 6,500-level amid 
continued global uncertainty. Net foreign selling persisted throughout the week as 
global concerns continued to force foreign investors to put their money in more 
attractive markets. In addition to global uncertainty, domestic concerns and 
political risks in the country have added to foreign investors’ doubts over the 
Philippines. Lack of new leads in the local market has translated to low trading 
volume, preventing a Christmas rally from happening, as investors trimmed their 
positions ahead of the coming holidays.  
 
The PSEi closed at 6,563.67, down by 287.04 points or 4.19% week-on-week. For 
the week, foreigners were net sellers at USD 96.46 million. Year-to-date, net foreign inflows are at USD 74.45 million. 
  
 
Philippine Bond Market  

On average, prices of local fixed income securities traded flat as the Bangko 
Sentral ng Pilipinas announced their decision to retain their current monetary 
policy. The BSP’s decision to maintain interest rates at current levels came a week 
after the US Federal Reserve announced a rate hike of 25 basis points. 
Accordingly, the overnight reverse repurchase rate was unchanged at 3% along 
with the reserve requirement ratio at 20%. In addition, the BSP kept the inflation 
target at the current level of 2-4%. The local fixed income market barely responded 
to the monetary policy announcement as low turnover continued to be prevalent. 
Yields rose 4.46 bps on average, led by the short-end as well as the belly at 8.63 
bps and 4.49 bps, respectively. Meanwhile, the long-end marginally rose by 0.81 
bps. 
 
Philippine Peso  
 
The Philippine peso hit Php50 to the dollar this week due to relatively strong 
demand for the greenback just before the year ends. The peso touched Php50 
during the intraday trading on Tuesday before eventually closing at Php49.999. 
The BSP maintains that macroeconomic fundamentals remain strong; the drag on 
the peso is caused by increased demand for the US dollar as corporate and 
government debt services fall due. By the end of the week, the USDPHP pair had 
fallen back down to 49.770. 
  
The week ahead (December 26 – December 30) 

 

We expect low volume for the local equities and fixed income markets in the coming week as the year ends and no new leads are 

expected. The Philippine peso will likely trade at a tight range with light volume as well.  

 

 

 

16-Dec 23-Dec % Change

PSEi 6,850.71 6,563.67 -4.19%

Philippine  Stock Exchange  Index


