
Market Outlook

March 9, 2020

PSEi: The Bear is Out

Figure 1. PSEi and PH 10-Yr Rate Global Markets Resume Fall On COVID19 Pandemic Fears. Still due to the 
rising infection rates of  COVID19 worldwide,  global equity indices were down 
last week (wow) and year-to-date (ytd), continuing their path to correction 
territory;  MSCI World Index, 0.38% wow and -8.87% ytd; MSCI Emerging Market  
0.65%, wow, -9.20%; Stoxx Europe 600 Index, 0.34%, -11.20% ytd. After being 
flattish last week, up by 0.3%, PSEi collapsed to bear market ground in today’s 
closing (March 9, 2020), losing 457.77 pts or 7.2% to 6,312.61 after government 
announced a public health emergency due to COVID19’s local transmission, a 
more dangerous 2nd phase of spread.   

Global Growth and Corporate Earnings Downgrades. The virus outbreak has 
sent global growth and earnings per share (EPS) forecasts on downgrade mode 
for the year  and next due to a perceived  a combination of  supply chain, de-
mand and even financial shocks. One of such is Citibank’s estimate which does 
not assume a US  recession, same with Goldman  Sachs  that only sees a 0.9% 
growth in 1Q20  for the US economy and zero in the 2Q20. Citi has cut its global 
and US EPS forecasts  by 10% for 2020 and 5% for 2021. This leaves expected 
EPS growth down 4% for 2020, and potentially rising to 10%-15% in 2021. Citi 
predicts US corporate profits may begin to rise in 3Q 2020 and show some mo-
mentum by 4Q 2020. 

China, the 2nd biggest economy and at the epicenter of the virus, is predicted 
to post a 6% contraction in 1Q20 GDP and  a lower than 5.4% growth for the 
entire year and that’s predicated on a 2nd half recovery due to the virus con-
tainment by June this year.

The global corporate earnings hit was part of the downgraded global GDP 
growth forecast for 2020 which Citi estimates to  fall by 0.2pp to 2.5%, nearly 
the weakest since the global financial crisis. With visibility on the economic 
outlook reduced by the latest virus developments, further downgrades to global 
growth forecasts may be likely.

PSEi Enters  Bear Market Zone.  There are no visible earnings downgrades yet   
for the PSEi members but  the PSEi’s volatility is conveying just that as  Philip-
pine economic managers have come out with the following growth and sector 
growth forecast revisions to the downside due to the virus. 

• Government’s GDP 2020 growth forecast cut by utmost 1%, bringing down 
the low end of the forecast to 5.5%. HSBC puts it at a still healthy 6.3% 
while Moody’s still believes in a mildly lower  6.1% scenario from its 
earlier forecast  of  6.2%.    

• What’s critical is China’s supply chain normalization. Philippine Chamber 
of Commerce Inc. said its two-month inventory will last until 2Q20 and 
China’s supply chain normalization is required for a Philippine manu-
facturing sector (electronics, semiconductors) rebound in the 2nd half 
of  the year. Philippine exports comprise 17% of the yearly GDP, 14% of  
which  goes to China. On the other hand, Philippines imports from China 
make up 23% of total imports. 
 

• 50,000  job losses in the Philippine tourism sector looms until 2Q20.
Tourism is 12.7% of Philippine  GDP. Foregone revenues until 2Q20 are  
estimated at Php93bn. 

DOH Funding and Preparedness.  Markets are also monitoring  government’s 
health care response to COVID19, especially in light of the reduced Dept of 
Health budget but supplemented by Php2.2bn  just announced by the President 
for COVID19 spread prevention and supportive care. 

Policy Stimulus.  Another likely to lift markets and sentiment is the BSP’s pre-
dicted cut in its policy rates by 25 bps in its next meeting come March 19 and 
by another 25 bps  before the second quarter is out. That is conservative as it 
it has room to cut based on real yield of 1.15% (2.6% inflation and RRP rate of 
3.75%).  

Buying Window for Medium-Term  Investing. If COVID19 should prove to be 
short-lived and based on  a lookback at the  6-month market return post SAR’s 
end  in 2003 amounting to  18%,  then the current  PSEi collapse can be viewed 
as a buying opportunity. For Citi though the buying should be intended for   
strategic allocation (medium-term) to a portfolio that’s widely diversified. The 
path forward  is filled with  unknowns.  

Figure 2. Tourism Share to PH Economy
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