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Economic Indicators
(% change, latest month, unless otherwise stated)

Previous 
Period Latest Month Year-to-Date 2016 (year-

end)
2017 (year-

end)
2018 FMIC 

Forecast

GDP Growth (y-o-y, quarterly) 6.2% 6.1% 6.3% 6.9% 6.7% 6.5-7%

Inflation Rate (November) 6.7% 6.0% 5.2% 1.3% 2.9% 5.2-5.5%

Government Spending (October) 26.0% 35.2% 25.7% 4.1% 12.6% 12.0%

Gross International Reserves ($B) (November) 74.7 75.5 78.0 80.7 81.6 76.0

PHP/USD rate (November) 54.01 52.81 52.67 47.49 50.40 53.90

10-year T-bond yield (end-November YTD bps change) 7.95 7.04 6.62 4.15% 4.93% 6.25-6.65%

PSEi (end-November YTD % change) 7,140 7,368 -11.9% 6,841 8,558 7,900-8,200
Sources: Philippine Statistics Authority (PSA), Bangko Sentral ng Pilipinas (BSP), Philippine Stock Exchange (PSE), Philippine Dealing System (PDS), and Authors’ Calculations 
Note: FMIC forecasts for 2018 were revised in July 2018.

Executive Summary

Macroeconomy

Bonds Market

PSEi’s strong rebound from its year low of 6,843.83 in early November carried on through early December, hitting 
a recent high of 7,703.82, enabled by dovish statements by Fed officials, positive Trump-Xi meeting in the G20 
summit, and signs of a weaker US economy, reinforced by expectations of PH inflation peaking in October.

Equities Market

The continued slide in US 10-year T-bond yields after hitting a year high on November 8 to close the month at 2.99% 
and even lower by mid-December sparked a mild rally in local bonds. Catalysts for the weaker US yields included 
slow wage growth despite outsized job gains, plunging crude oil prices, weaker economic data in second half of 
the month, and Fed official statements which analysts construed as more “dovish”. Thus, market players now ex-
pect fewer Fed policy rate hikes in 2019. These, together with growing confidence that local inflation had peaked 
in October, boosted investor risk appetite which translated into bigger amounts tendered in auctions and in the 
secondary market for government securities (GS), and generally lower yields.

Positive employment data and other economic indicators in Q4 appear to outweigh some poor performers (i.e., ex-
ports, agriculture) and is expected to drive full year growth to 6.5%. Latest labor data showed a record low under-
employment rate, while infrastructure and capital outlay continued to trek on its double-digit pace. Price upticks, 
likewise, posted a huge decline to 6% in November from 6.7% a month ago and this should boost consumption.

• Tenders in GS auctions jumped by 70% to P250 B, reflected in a huge rise in tender-to-offer ratio (TOR) to 2.4x from 1.4x a month ago.
• TORs jumped most for longer tenors which reached 3.1x from 1.3x in October.
•  Yields from the belly to the long end of the curve saw 63.9-121.9 bps plunge for 10-year to 20-year bonds in secondary market.
•  Turnover in the GS secondary market reached a 10-month high of P213 B, a 33% climb from the previous month.
• Longer-dated ROP yields fell by 12-16 bps while equivalent US T-bond yields steadied resulting in lower spreads between the two.
Outlook: With interest rates in the US down for more than transitory reasons, we think the local bond market will move more in response 
to local developments. While the banking system has liquidity needs to meet Basel 3 requirements, these can be met by BSP cutting reserve 
requirements without changing its policy stance.  As for higher NG borrowings, higher domestic savings arising from fast growth should 
cover most of it.  Thus, inflation will be the main factor that we focus on.  Since we think that inflation is definitely on the way to within BSP 
inflation target by H2-2019, investing in local bonds look promising for 2019.

• PSEi re-entered bull market territory in end-November closing 7,360 level, growing by 3.2% from October.
•  Biggest sectoral gainers include Financials, Holdings and Property, at 9.4%, 3.2%, and 3% growth, respectively.
•  Mining & Oil (with SCC declining by 6.3%) and Services sectors plunged most, by 11.3% and 4.2%, respectively.
•  Soaring Q3 earnings powered GTCAP, BPI and MBT to biggest gains in PSEi with 16.8%, 14.4% and 13.8%, respectively, 
•  Announcement of 3rd telco player brought share prices of TEL down by 16.7% and GLO by 5.7%.
•  Total value turnover surged by 90.7% after months in the doldrums as flow of foreign funds reversed to net buying position of P11.4 B.
Outlook: Rapidly dropping inflation, erasure of crude oil gains in 2018, election spending, and continued ramping up of infrastructure and 
capital goods spending point towards stronger domestic demand and earning prospects, providing impetus for a rebound in the local equi-
ty market in 2019. Fragility in global markets could dampen the positive outlook.

• Telecom and electrical machinery boosted capital goods imports by another double-digit jump of 25% y-o-y in September. 
• NG disbursements soared by 35.5% in October amidst strong spending on MOOE and infrastructure projects. 
• Lower demand from East Asia dampened PH exports performance, down by 2.6% in September.
• Money growth further decelerated to 8.2% in October due to the Monetary Board’s (MB) previous tightening moves.
• November inflation significantly eased to 6% after it peaked in October driven by huge decline in food prices.
• OFW personal remittances in September rose by 2% y-o-y, reversing August’s decline. 
• The peso regained strength in November after months of being in the red.
Outlook: The downtrend in inflation which is expected to decelerate further to below 4% by H2-2019 is likely to boost consumer demand. Along 
with robust spending on infrastructure and capital outlays, election-related spending and job generation, we think that PH economic growth is 
poised for a faster expansion in 2019

The Philippine economy continued to emit positive signals for Q4 and beyond.  Underemployment rate plummeted to a record low 
of 13.3% by October, while National Government’s (NG) infrastructure & capital outlays and capital goods imports retained their 
elevated growth paths.  In addition, headline inflation dropped to 6% in November from 6.7% a month ago, signaling deceleration 
to fall within Bangko Sentral ng Pilipinas’ (BSP) inflation target by H2-2019. Despite a minor slowdown in exports, the peso ap-
preciated significantly in November as the US dollar faltered and inflation appeared contained.  Both the bond and stock markets 
recovered during the month, as emerging market assets looked attractive.

Good Numbers and Markets in November

.
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UNDEREMPLOYMENT FALLS TO RECORD LOW WITH 
HIGH INFRA AND CAPITAL GOODS SPENDING

Underemployment rate fell to a record low of 13.3% in October freeing some 1.1 M workers from the need for 
additional work, while infrastructure and capital goods spending continued to track an elevated trajectory.  In 
addition, inflation appears to strongly decelerate as it slowed to 6% in November from 6.7% in the previous 
two months.  Money growth, likewise, followed its southward path to just 8.2% year-on-year (y-o-y) in October, 
while the National Government (NG) spending appeared relentless and on track to meet or slightly exceed the 
target deficit for 2018.

Outlook: As the world economy slows, the PH economy can still grow swiftly with robust domestic demand. 
Government spending on infrastructure and general services should prove sustainable since election spending 
cycle has begun. Investments in capital goods also shall stay in the high-speed lane as corporate profits are 
expected to rise by 10-12% in 2019. Finally, consumer spending should recover from its poor performance in Q2 
and Q3, as inflation slows down to below 4% by H2-2019, election spending trickles down to poorer households 
and more and better jobs are created.  We, thus, expect full year GDP growth of 6.5% in 2018, poised for further 
expansion in 2019. 

Unemployment Rate in October at 5.1%, 
Underemployment Falls to 13.3%
The country’s October 2018 employment data showed 
healthy labor environment with unemployment rate at 
5.1%, down from 5.4% in July and slightly off the 5% mark 
a year ago.  It is also the lowest unemployment rate in 
2018. Moreover, the underemployment data showed a 
significant drop to 13.3% from 15.9% a year ago and the 
lowest since 2005 (when the definition of unemployed 
was changed to conform with International Labour 
Organization (ILO) practice).  

The number of underemployed persons plunged by 1.1 
M to 5.5 M in the year ending October 2018.  Consistent 
with these data, the mean hours worked in a week rose to 
42.8 from 41.7 hours a year ago. The absolute number of 
the employed, however, declined by 0.5% (y-o-y) tracking 
lower labor force participation rate. The decline in the latter 
data could possibly be attributed to the implementation of 
the K-12 program in schools, which resulted in a longer 
stay in school.

As in the previous quarters, the services sector provided 
the most jobs, accounting for more than half of total 
employment. Total employees in the sector stood at 23.5 M, 
or 56.8% of total employed persons, albeit 0.2 percentage 
points lower than a year ago. Agriculture employment 
also fell by 4.1% amidst lower production in the sector. 
The sector lost 426,000 jobs over the one-year period, 

but still accounted for 24.1% of total jobs.   Meanwhile, 
large gains in construction (+11.1%) and manufacturing 
(+1.6%) sub-sectors, reflecting strong boost coming from 
the infrastructure and residential projects, drove industry 
employment higher by 5.6% or equivalent to 416,000 jobs 
added. 

Positive data drawn from the latest Labor Force Survey 
(LFS) included the addition of 743,000 wage and salaried 
workers which constituted 64.4% of total employment, 
up from 62.3% a year ago.  This movement exceeded the 
fall in the number of self-employed, which declined by 
597,000, accounting for 26.6% of total employment. 

Most of the regions recorded lower unemployment rate 
than the national rate except for the following: Western 
Visayas (5.3%), Central Luzon (6%), NCR (6%), CALABARZON 
(6.6%) and Ilocos Region (6.7%).

Capital Goods Imports Surge in September 
The imports of capital goods continued to register a 
double-digit growth pace, showing a 25% y-o-y expansion 
in September and faster than the 13% recorded in 
the preceding month. Significant gains in big-ticket 
import products (i.e., telecommunication and electrical 
machinery, +15.4% y-o-y), along with the whooping gains 
of 349% y-o-y in the imports of aircrafts, ships and boats 
buoyed capital goods imports. Other sub-products under 
this category also registered gains. 

Good Numbers and Markets in November
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Raw materials & intermediate goods imports captured 
the largest share of total imports at 38.9%, registering a 
significant increase of 30.9% y-o-y. Large demand for semi-
processed raw materials (especially the manufactured 
items such as iron and steel, non-ferrous metals, non-
metallic minerals and paper) drove growth in this sector. 
Mineral fuels, lubricant and related materials also posted 
an increase (+19.3%), although slower than last August, 
due to softer prices of crude oil and petroleum products. 
Moreover, the continuous demand for durable (i.e., 
passenger cars and home appliances) and non-durable 
goods (i.e., beverage, articles of apparel, among others) 
sustained gains in consumer goods imports to record a 
22.2% y-o-y increase.

The positive performance in all categories drove total 
imports higher by 26.1% y-o-y to reach $9.8 B, outpacing 
total exports. Thus, the country accrued a record high of 
$3.9 B trade deficit in September.  This brought the year-
to-date (YTD) deficit to $29.9 B, zooming up by 70.5% 
from a year ago.

Manufacturing Output Continues to Expand in 
October, Albeit at Slightly Slower Pace 
The Volume of Production Index (VoPI) continued to 
expand by 3.1% in October, but slower than the 4.2% 
(revised) recorded in September. Gains in 13 out of 20 
industries, with eight of the growth industries showing 
double-digit increases, supported manufacturing output 
growth.  Textiles (+41.9%) topped other outperformers, 
like miscellaneous manufactures and petroleum products 

whose outputs climbed by 31.2% and 30.8%, respectively. 

On the other hand, basic metals (-3.5%), originally in the 
positive list now joins the losers together with printing, 
fabricated metal products, food manufacturing, and three 
other product categories.

Inflation Eases to 6% in November
Headline inflation in November decelerated to 6%, lower 
than the median estimate of 6.3% and represented a big 
fall from the 6.7% peak recorded in the two preceding 
months. Significant slowdown in the prices of major food 
commodities and crude oil largely contributed to the 
decline in the inflation. Nonetheless, faster acceleration 
registered in the previous months, resulted in a YTD 
average of 5.2%, way above the 4% upper target of the 
government. Most regions outside NCR (i.e., Bicol, Ilocos, 
Zamboanga and ARMM) recorded faster price upticks, 
even higher than the national average.

Headline inflation in November decelerated to 6%, lower than 
the median estimate of 6.3% and represented a big fall from the 
6.7% peak recorded in the two preceding months. 

Slower price increments in key food items as supply 
normalized largely triggered the slowdown in the heavily-
weighted food and non-alcoholic index (FNAB). Rice prices 
in November decelerated to 8.1% from 10.7% in October. 
Likewise, prices of fish, meat and vegetables eased by 
1.3%, 1.2% and 4.3%, respectively. Softer prices of fuel, 
likewise, resulted in the downtrend of the housing, water, 
electricity, gas and other fuels (HWEGOF) despite higher 
electricity cost. The international prices of crude oil 
plunged by 19.5% in November to $57/barrel and 20.1% 
to $64.7/barrel for WTI and Brent, respectively from their 

Figure 2 - Inflation Rates Annualized, Year-on-Year 

Source of Basic Data: Philippine Statistics Authority (PSA) 
Note: base year used is 2012
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Figure 1 - Imports of Capital Goods (in Million USD)

Source of Basic Data: Philippine Statistics Authority (PSA)
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Domestic liquidity (M3) growth in October eased further 
to 8.2% y-o-y from 9.8% (revised) a month ago, as the 
Monetary Board’s (MB) policy tightening cycle neared its 
peak in November. 

October 4, 2018 peaks. Meralco rates, on the other hand, 
increased to P10.09/kWh from P9.98/kWh in November 
amidst higher Wholesale Electricity Spot Market (WESM) 
and generation charges. The communication index also 
registered decline, albeit minimal.

Inflation Year-on-Year Growth Rates Nov 2018 Oct 2018 YTD

All items 6.0% 6.7% 5.2%

Food and Non-Alcoholic Beverages 8.0% 9.4% 6.9%

Alcoholic Beverages and Tobacco 21.8% 21.6% 19.7%

Clothing and Footwear 2.7% 2.5% 2.3%

Housing, Water, Electricity, Gas, and Other Fuels 4.2% 4.8% 4.0%

Furnishing, Household Equipment and Routine 
Maintenance of the House 4.0% 3.7% 3.1%

Health 4.5% 4.3% 3.2%

Transport 8.9% 8.8% 6.7%

Communication 0.4% 0.5% 0.4%

Recreation and Culture 3.2% 3.1% 1.9%

Education -3.8% -3.8% -0.6%

Restaurants and Miscellaneous Goods and 
Services 4.5% 4.2% 3.5%

Source of Basic Data: Philippine Statistics Authority (PSA)
Note: Green font - means higher rate (bad) vs. previous month
           Red font – means lower rate (good) vs. previous month

Meanwhile, the other indices showed gains (save for 
education, which remained unchanged from last month). 
Jeepney and bus fare hikes (collected an additional P1 
fare) contributed to the uptick in the transportation index, 
while air and ship fares registered modest gains. 

We think that price increments will continue to taper off 
in the next few months but will remain to be above the 
upper limit of the Bangko Sentral ng Pilipinas’ (BSP) target 
(at least for 2018). We project the inflation rate to go 
below 5% in Q1-2019 and below 4% by Q3-2019. This is 
anchored on the following: (1) continued decline in crude 
oil price (WTI), which by early December had plunged to 
nearly $50/barrel for WTI, some 33% off its October peak; 
(2) rollback of  public transportation fare originally slated 
for late November; (3) huge imports of rice (1M MT), once 
rice tariffication is in place, will put further downward 
pressure on rice prices, and (4) normalization of fish and 
vegetable production.  

Money Growth Slows Further to 8.2% in October
Domestic liquidity (M3) growth in October eased further 
to 8.2% y-o-y from 9.8% (revised) a month ago, as the 
Monetary Board’s (MB) policy tightening cycle neared its 
peak in November.  Broad Money (M2) and Narrow Money 
(M1) also slowed to 8% and 8.9% from 9.5% and 11.4%, 
respectively.  Note that MB raised policy rates by 25 bps to 
4.75% during its November 15 meeting.

Despite this milder monetary expansion, commercial bank 
loans outstanding however took a slightly faster pace with 
an 18.1% rise from 17.6% (revised) in the previous month.  
Bank lending to productive activities provided the impulse 
as consumer lending slowed to below 15% y-o-y growth. 
 
Net foreign assets of both the BSP and banks eased as well 
as the BSP shaved its dollar holdings, while banks started 
reversing their foreign exchange positions in the latter part 
of the month.

Given the pace of inflation deceleration, we expect that MB 
will have ended their policy hiking cycle in November.  For 
next year, we expect an early cut in reserve requirements 
as banks have been crying for liquidity in the face of Basel 
3 demands, and a policy rate cut in H2-2019 when inflation 
would have gone below 4%.

NG Spending Shoots Up by 35.2% in October
NG spending in October climbed faster at 35.2% y-o-y to 
P306.6 B amidst hefty disbursements on maintenance 
and other operating expenses (MOOE) (up 111%) bringing 
the YTD level to P2.8 T, 25% higher than the year-ago 

Figure 3 - M1, M2 & M3, Year-on-Year

Source of Basic Data: Bangko Sentral ng Pilipinas (BSP)

5%

7%

9%

11%

13%

15%

17%

19%

O
ct

-1
4

A
pr

-1
5

O
ct

-1
5

A
pr

-1
6

O
ct

-1
6

A
pr

-1
7

O
ct

-1
7

A
pr

-1
8

O
ct

-1
8

M3 M2 M1



The Market Call - December 2018

6

Macroeconomy

Exports data in September showed a 2.6% decline (to $5.8 B), 
ending the 3-month positive streak since June 2018, weighed 
down by weak demand from East Asia and the EU. 

Meanwhile, total revenues in October reached P246.8 B 
(+20.3% y-o-y), resulting in a fiscal deficit of P59.9 B for 
the month. YTD, budget deficit totaled P438.1 B, which 
represented 83.7% of the year’s total target deficit of P523.7 
B. Double-digit gains in revenues for the month relied on a 
30.4% jump in Bureau of Customs’ (BoC) collections amidst 
higher imports of capital goods, raw materials, and mineral 
fuels, coupled with the 5.7% (y-o-y) peso depreciation for 
the month. The Bureau of Internal Revenue (BIR) raked in 
a total of P165 B, 15.6% higher over a year ago level. This 
suggests robust economic activity. YTD, BIR tax revenues 
stood at P1.6 T, an 11.6% increase over the same period 
last year, while the BOC’s YTD collections reached P490.6 
B, higher by 33.6% y-o-y. 

We believe that NG disbursements will continue to 
record growth and that NG will be able to reach its target 
infrastructure spending of 5.3% share to GDP for 2018, 
given the current administration’s active commitment 

in ensuring a fast delivery and implementation of public 
infrastructure projects.

Exports End 3-Month Consecutive Gain
Exports data in September showed a 2.6% decline to $5.8 
B, ending the 3-month positive streak since June 2018, 
weighed down by weak demand from East Asia and the 
EU. YTD, exports recorded a 2.3% slump pulled down by 
six out of nine months decline in exports demand. 

Electronic product exports continued to be the top product 
accounting for 58.6% of total exports, with earnings 
expanding by 4.2% y-o-y to $3.2 B. Semiconductors, which 
had the biggest share among electronic products (at 44%) 
also bulked up to $2.6 B, up by 2.6% y-o-y. Exports of 
bananas, likewise, surged by 189% to $174.7 M to capture 
the top 4th slot. The rest of the top five export products 
fell, led by machinery and transport equipment which 
contracted by 30.4%. Other manufactured goods and 
ignition wiring set also declined by 4.2% (to $313.2 M) and 
4.6% (to $146.6 M), respectively.

MORE RECENT DATA RELEASES

The latest trade data in October showed a 3.3% y-o-y 
expansion, following 0.8% (revised) uptick in September.  
Imports, likewise, soared by 21.4% boosted by capital goods 
imports which increased by 21.2%.  Thus, the balance of trade 
deficit ballooned to a record $4.2 B, from $3.9 B a month ago. 

Overseas Filipino Workers’ (OFW) personal remittances 
climbed by 8% in October. YTD OFW remittances continued 
its positive streak posting 2.4% y-o-y growth to $26.5 B.
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Figure 4 - NG Expenditures Growth Rate, Year-on-Year

Source of Basic Data: Bureau of the Treasury (BTr)

level.  This remarkable pace, which as of the Q3-2018 
clocked above the programmed target, has translated 
into quicker delivery of various sectoral programs (i.e., 
health, education, and poverty-reduction) and faster 
implementation of big infrastructure projects, which is 
expected to help sustain and drive economic growth in Q4 
faster.

Infrastructure and other capital outlays, comprising the 
bulk of capital spending, expanded by 83.4% to reach 
P94.4 B in October.    

Figure 5 - Exports Growth Rates, Year-on-Year

Source of Basic Data: Philippine Statistics Authority (PSA)
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Personal remittances sent by Filipinos working abroad climbed 
by 2% in September to $2.5 B, reversing the past month’s 
decline. This resulted in a YTD level of $23.7 B, 2.4% higher 
than in the same period last year. 

Figure 6 - OFW Remittances Growth, Year-on-Year

Source of Basic Data: Bangko Sentral ng Pilipinas (BSP)
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Figure 7 - Monthly Dollar-Peso Exchange Rates

Source of Basic Data: Bangko Sentral ng Pilipinas (BSP)
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US regained the top spot, accounting for 16.6% share. 
Outbound shipments to the US grew by 9.2% y-o-y, valued 
at $996.4 M. Exports to China (now on the 4th place) fell by 
5.7% with receipts amounting to $722.6 M. Shipments to 
Hong Kong (2nd) and Japan (3rd) also declined by 1.4% and 
6.6%, respectively. Meanwhile, exports sales to Singapore 
(in 5th place) increased by 5.9% to $350 M.

Half of the total exports in September still headed towards 
East Asian (EA) nations, valued at $2.7 B. Outward sales to 
the region contracted by 4.4%, tracking weak demand from 
Japan, China and Hong Kong. Shipments to the EU also 
declined by 29.3% to $727.2 M. Bucking the trend, exports 
to ASEAN showed a 4% increase with receipts amounting 
to $898 M.

We think that export growth will remain soft in the last few 
months, given weak demand from EU and East Asia.   

Personal Remittances Bounce Back in September, Up 
by 2%
Personal remittances sent by Filipinos working abroad 
climbed by 2% in September to $2.5 B, reversing the past 
month’s decline. This resulted in a YTD level of $23.7 B, 
2.4% higher than in the same period last year. Inflows 
coming from sea- and land-based workers with at least 
one-year contract supported remittances flow (+2.2%), 
boosted further by the 3.5% gains of those with less than 
one-year contract. Cash remittances (i.e., coursed through 
banks) also increased by 2.5% (or $20.8 B) in January to 
September amidst strong transfers from the US, Europe 
and ASEAN, among others.

Tracking higher inflows, the peso equivalent of personal 
remittances likewise posted an increase supported by the 
5.8% y-o-y peso depreciation. 

We believe that remittances will continue to chalk up gains 
in the next months with the Christmas holiday spending 
spree, when overseas workers are observed to be sending 
more money to their relatives or spending more on their 
vacation to the Philippines. 

Peso Regains Strength in November
The Philippine peso ended in the green in November, 
after a series of peso depreciations (save for August). The 
decline in the US treasury yields, as well as the dovish 
speech of Fed chair Jerome Powell halted the dollar’s rally. 
Moreover, higher dollar receipts from Filipinos working 
abroad provided a stronger run for the peso. 

The peso averaged P52.81/$ in November, representing 
a 2.2% appreciation from October. The volatility measure 
widened to 1.3 from 0.2 in October as the pair hovered 
between a high of P53.53/$ and a low of P52.28/$.

Other emerging currencies also strengthened against the 
greenback, led by the rupiah which regained strength 
tracking the large decline in internal prices of crude oil. 
Bullish equity market also supported Indonesia’s currency 
uptrend. Stronger bonds and stocks investments aided 
gains for the rupiah. Meanwhile, bearish sentiment on 
China’s economy still put downward pressure on the yuan. 
The baht and ringgit, likewise, extended losses.
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Inflation is on a clear downtrend and should go below 5% 
(y-o-y) in Q1-2019 and steadily fall for the rest of 2019.  

Forecasts
Rates December January February

Inflation (y-o-y %) 5.9 5.3 4.7

91-day T-Bill (%) 5.39 5.57 5.88

Peso-Dollar (P/$) 53.21 53.63 53.79

10-year T-Bond (%) 7.19 7.32 7.42

Source: Authors’ Estimates

Exchange Rates vs USD for Selected Asian Countries
Oct-18 Nov-18 YTD

AUD 1.3% -1.9% 5.3%

CNY 0.9% 0.4% 5.1%

INR 2.1% -2.2% 12.0%

IDR 2.1% -3.1% 8.4%

KRW 1.1% -0.4% 3.9%

MYR 0.5% 0.6% 2.5%

PHP 0.1% -2.2% 4.8%

SGD 0.5% -0.2% 2.1%

THB 0.4% 0.6% 1.0%

Note: Positive changes mean depreciation and negative changes mean appreci-
ation against the greenback

Source of Basic Data: Bangko Sentral ng Pilipinas (BSP)

The month-end actual USD/PHP rate in November lodged 
below the 200-day moving average (MA) and 30-day MA, 
suggesting stronger peso in the near and longer term, due 
to a perceived weakening of the US dollar.  However, the 
country’s huge trade deficits in the light of the Build, Build, 
Build program and the need to shore up the country’s 
dwindling international reserves should again put pressure 
on the peso starting 2019.  

Outlook
After two quarters of sub-par (low-6%) GDP growth, we 
expect a recovery starting Q4 and accelerating into 2019.

•   While absolute number of jobs created has slowed by 
October 2018, the unemployment rate has slid further to 
5.1%, the lowest for the year, while underemployment 
rate fell sharply to 13.3%, the lowest since 2005 when the 
definition for unemployed was revised. 

•   Inflation is on a clear downtrend and should go below 
5% (y-o-y) in Q1-2019 and steadily fall for the rest of 2019.  
Lower food prices and very soft crude oil prices should 
more than offset the increase in minimum wage and 
transportation rates.

•   Rapidly decelerating inflation, robust job gains and 
election spending, which should start in November 2018, 
and OFW peso remittances should provide ammunition 
for a recovery in consumer spending both in Q4-2018 and 
in 2019.

•   We think MB’s policy hiking cycle has ended as brakes 
on inflation get a better grip in 2019.  However, with 
banks’ liquidity positions tightened by Basel 3, we expect a 
2 percentage points reserve requirement cut in 2019 and 
a policy rate cut by H2.

•   NG continues to unleash its coffers and so we would 
likely see the 3% budget deficit target slightly breached 
this year but kept in line in 2019.

•   Exports may not recover as strongly as we had earlier 
expected given the projected slower pace of expansion in 
advanced countries and China in 2019.

All told, we still think that the economy will grow by 6.5% 
this year, banking on a good Q4 (and base effect), which 
we see expanding further in 2019.

Figure 8 - Dollar-Peso Exchange Rates & Moving Averages

Source of Basic Data: Bangko Sentral ng Pilipinas (BSP)
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GS Auctions: Greater Interest Especially in the Belly
The auction of government securities (GS) saw greater 
interest among investors especially for the medium to long-
term debt papers. As for the three sets of T-bonds offered 
(totaling P45 B), all the tenders exceeded the securities on 
offer, with the tender-offer ratio (TOR) of 3.1x and so the 
Bureau of the Treasury (BTr) accepted all the bids. 

For the month of November, the total amount tendered by 
bidders increased by 70% to P250.5 B, representing a TOR 
of 2.3x compared to 1.4x in October.  TORs for longer tenors 
saw a huge improvement with an uptick of 75% to 3.1x for 
the T-bonds auctioned versus 1.3x in the previous month. 
Meanwhile, TORs for short dated papers also saw a gain of 
30% to 1.9x compared to 1.4x a month ago.

Due to the heavier demand for GS in the belly of the 
curve, the 7-year tenor yielded 6.974%, down by 11.1 bps 
from 7.085% on September 25, 2018 auction.  Similarly, 
the 5-year T-bond obtained a 7.003% yield, a huge 33.5 
bps slide from 7.342% on October 9, 2018. Only the 10-
year auction of November 6 saw a sharp 168.5 bps jump 
to 8.035% from 6.35% on May 22, 2018.  However, by 
December 4, with a re-issue of 10-63 T-bonds, the 10-year 
yield shrank to 6.975%, as some Fed officials issued dovish 
statements.

Despite 10-year US treasury bond (T-bonds) yields hitting a year-high of 3.24% on November 8, due to outsized 
growth in job creation in October, yields headed straight down to 2.99% by end-November and lower still until 
mid-December.  This came at the back of dovish (“pause”?) statements by the US Federal Reserve as inflation 
concerns vanished with crude oil prices plummeting by some 33% from its October peak and mild wage growth. 
These have led most analysts to lower expectations of Fed policy rate hikes in 2019 from three to one or even 
zero.  Local bond yields followed suit as expectations of decelerating inflation solidified with normalizing food 
prices and the steep fall in crude oil prices. Thus, investors put in significantly larger amounts at work in both 
the auction and secondary markets for government securities.

Outlook:  Local bond markets will focus more on domestic developments (especially inflation, government debt 
issuances due to deficit target achievement) and banks’ borrowing needs to meet Basel 3’s liquidity coverage 
ratio.  Fed’s Open Market Committee (FOMC) minutes show a “gradual increase” in future policy rates while 
Vice Chairman Richard Clarida later commented that actual inflation (PCE-based) is trending below the 2% 
Fed target.  As we project domestic inflation to fall below 5% by Q1-2019 and below 4% by Q3, the yield curve 
should shift downward in 2019 providing good investment opportunities.  Borrowing needs of the National 
Government (NG) can be met by additional savings generated by fast growth, while banks’ liquidity require-
ments can be accommodated by the Bangko Sentral ng Pilipinas (BSP) by lowering the reserve requirements 
which we expect by Q1-2019, without implying a change in policy stance.

FED EXPECTED TO PAUSE RATE HIKES IN 2019 DRIVING 
YIELDS DOWN

Date
T-Bond/

T-Bill
Offer

(Php B)
Tendered

(Php B)
Accepted

(Php B)
Tendered 
÷ Offered

Ave.
Yield

Change 
bps

05-Nov 91-day 4 4.7 4.0 1.2 5.1

182-day 5 9.0 5.0 1.8 6.2

364-day 6 9.2 6.0 1.5 6.5

12-Nov 91-day 4 6.9 4.0 1.7 5.2

182-day 5 10.3 5.0 2.1 6.2

364-day 6 11.5 6.0 1.9 6.5

19-Nov 91-day 4 4.7 4.0 1.2 5.3 31.6 

182-day 5 11.9 5.0 2.4 6.3

364-day 6 13.6 6.0 2.3 6.5

26-Nov 91-day 4 3.1 -   0.8 -   

 182-day 5 16.2 5.0 3.2 6.3 12.1

364-day 6 9.9 6.0 1.7 6.6 15.0

Subtotal 60 111.1 56.0 1.9

06-Nov 10 year 15 28.3 15.0 1.9 8.0 168.5

21-Nov 5 year 15 48.9 15.0 3.3 7.0 -33.5

27-Nov 7 year 15 62.2 15.0 4.1 7.0 (11.1) 

Subtotal 45 139.4 45.0 3.1

All 
Auctions 105 250.5 101.0 2.4

Source: Philippine Dealing Systems (PDS)
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Trading of corporate bonds in the secondary declined by 
54.5% (m-o-m) to P 1.6 B in November, following the huge 
increase posted last October.

The yield curve for GS flattened significantly in November 
from the previous month, as medium to long-term tenors’ 
yields fell sharply.  The yields on 20-year and 5-year T-bonds 
plummeted the most—by 121.1 bps and 117.7 bps—to end 
the month at 7.612% and 6.975%, respectively.  10-year debt 
papers closed at 7.029% corresponding to a 63.9 bps plunge.  
On the short-end, the 3-month maturity soared by 80.5 bps 
to 5.448%.   Thus, the spread between the 10-year and 2-year 
T-bonds (with yield at 6.703%) was at 33 bps, now the lowest 
in ASEAN. This is way down from 101 bps in end-October.

Source: Philippine Dealing Systems (PDS)

Figure 10 - GS Benchmark Bonds Yield Curves
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Corporate Trading: Large Drop in November
Trading of corporate bonds in the secondary declined by 
54.5% month-on-month (m-o-m) to P1.6 B in November, 
following the huge increase posted last October. In addition, 
it still continued to fall year-on-year (y-o-y) by 49.9%. YTD-
November trading volume increased by 7%, slightly slower 
than the 7.4% posted for the previous month.

Source: Philippine Dealing Systems (PDS)

Figure 11 - Total Corporate Trading Volume (in Million Pesos)
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On the 91-day treasury bills (T-bills) auctioned on November 
26, tenders did not exceed the securities on offer, with a 
TOR of 0.7x, thus BTr rejected the said bids. Short dated 
papers in general showed a slight uptick in yields for the 
month of  November compared to the previous month. The 
91-day T-bill yielded 5.295% in the last accepted November 
auction, representing a cumulative 31.6 bps increase from 
the previous month. The 182-day T-bill yielded 6.294% 
representing only a cumulative 12.1 bps rise from October 
while the 364-day T-bill yields in end-November hit 6.56%, 
15 bps higher than a month ago.

Secondary GS Trading: Higher Trading Shows 
Improved Risk Appetite
Trading of GS in the secondary market continued to rise 
in November suggesting improved risk appetite.  Total 
turnover value reached P213.1 B, the highest in 10 
months, and 33% more than in October and 191.6% above 
the meagre P73.1 B in November 2017.  Year-to-date 
(YTD), however, trading growth remained in the negative 
territory by 26.7%.
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Figure 9 - Monthly Total Turnover Value (in Billion Pesos)

Shift to Bloomberg’s BVAL for Benchmark Bond Yields
We will no longer show a comparison of benchmark yields 
and those for liquid yields, because starting October 22, 
Bloomberg’s proprietary BVAL for the Philippines replaced 
PDST-R2 for benchmark yields.  BVAL yields come close to 
liquid yields and have proved  fairly stable and reliable 
compared to the old PDST-R2, which had large swings on 
a day-to-day basis, and unsmooth within a day.
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Bond Issuances and Disclosures 
For October to November, three listed firms issued bonds 
while three banks raised funds (via bond issue) for shorter 
periods to help them comply with new liquidity coverage 
ratio under Basel 3.

•   Ayala Land Inc. (ALI) got to issue P8 B worth of 5-year 
bonds on October 5, 2018 with a coupon rate of 7.0239% 
following through their earlier announcement (see TMC 
September 2018).

•   Petron Corporation (PCOR) actualized their plan to raise 
funds by issuing bonds on October 19, 2018 totaling P20 B 
covering two tenors: (a) 5.5-year bonds with coupon rate 
of 7.8183% and (b) 6-year bonds with a coupon rate of 
8.0551% utilizing fully its P40 B shelf registration.

ROP-37 (with approximately 20 years to maturity) dropped 
by 15.2 bps to close in November at 4.362%. 

Source:  Philippine Dealing Systems (PDS)

Figure 12 - Monthly Trading Volume (in Million Pesos) of Top 
Five Corporate Bonds, Sept-Nov 2018
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The top five (consisting of SMPH, SMB, ALI, AC and SMIC) 
showed a slightly better performance in November 
compared to a month ago. While the top five’s total trading 
volume hit P674 M in November, the turnover posted a 
slower decline at 0.6% m-o-m. 

ALI and SMPH continued to maintain the top spot. ALI 
posted a total volume of P260.8 M, a 15% decline from 
October, while SMPH’s debt papers expanded by about 
49.9% to hit P158.4 M. Claiming the third spot, SMB bonds’ 
total trades hit P142.6 M, expanding by as much as 78.9% 
from a month ago. AC debt papers total trades were down 
by 43.6% to hit P58.6 M. Down to the 5th spot was SMIC 
as trading in its papers slipped to P54.1 M, a 34.7% decline 
from the previous month.

•   Aboitiz Power (AP) also issued P10.2 B worth of bonds 
before October ended with a 5.25-year tenor and a coupon 
of 7.5095% for P7.7 B, and 10-year tenor with a coupon of 
8.4091% for P2.5 B.

•   Metropolitan Bank and Trust Company (MBT) started the 
ball rolling for banks which issued and listed retail bonds 
to fund their additional liquidity needs by issuing a 2-year 
bond worth P10 B on November 9, 2018, with a coupon 
of 7.15%. Oversubscription reached 10x. Thus, later in 
the month, it reopened the offer period for another P5 B 
which should be issued on December 17, 2018.

•   Bank of the Philippine Islands (BPI) followed suit with a 
1.25-year bond for P25 B due March 2020 with a coupon 
of 6.797%.  This represented a tight 20 bps spread over the 
interpolated 1.25 year BVAL government benchmark yield.

•   Finally, Union Bank of the Philippines (UBP) finalized the 
pricing of its P10.5 B bond offering at 7.061% with a 2-year 
maturity.  The issuance and listing with PDeX took place on 
December 3, 2018.  The UBP paper had a 30 bps spread over 
the 2-year BVAL benchmark yield on November 21, 2018.

ROPs: Yields Fall to Close Gap with US Treasuries
ROP-37 (with approximately 20 years to maturity) dropped 
by 15.2 bps to November’s close of 4.362%. Meanwhile, 
ROP-32, with some 15 years to maturity, likewise slipped 
by 12.6 bps to end-November at 4.284%. At the short-end 
of the curve, ROP-20 (with remaining life of 13 months) 
saw a mild drop of 4.1 bps to close at 2.301%. In short, we 
have seen a parallel downward shift of the yield curve. 

Sources: Bloomberg & First Metro Investment Corporation (FMIC)

Figure 13 - ROPs Yield, M-O-M bps changes
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US construction spending fell for a third straight month, 
while private sector figures showed an uptick in manufactur-
ing order growth but offered a mixed view on overall factory 
activity.  

In contrast, US 1-year and 20-year T-bond yields remained 
unchanged from end-October at 2.85% and 3.27%, 
respectively. Similarly, the 15-year T-bond yields only 
slipped by 1.5 bps to close November at 3.195%.

Thus, we saw a decline in the spreads between ROPs 
and their equivalent US T-bonds. For ROP-20, the spread 
narrowed to 50.1 bps from 55.2 bps in October. The 
ROP-32 versus the US 15-year bond yield came in 108.9 
bps, down from 120 bps in October. Similarly, the spread 
between ROP-37 and the US 20-year bond yield slipped 
to 109.2 bps at end-November, a sizeable fall from 124.4 
bps a month ago.

ASEAN+2:  Generally, Yield Curves Steepen
US: The US economy added another 155,000 jobs in 
November, but inflation and wage growth moderated.  
Gross domestic product (GDP) increased by 3.5% quar-
ter-on-quarter (q-o-q) in Q3, easing from 4.2% in Q2. Out-
put growth was largely driven by the White House’s $1.5 
T tax cut package, which has given consumer spending a 
jolt and bolstered business investment. The fiscal stimulus 
aims to boost annual growth to 3% on a sustainable basis. 
Moreover, after-tax corporate profits increased by 3.3% 
q-o-q last quarter after rising by 2.1% in Q2-2018. Con-
sumer spending, which accounts for more than two thirds 
of the US economic activity, jumped to 0.6% in October 
as households spent more on prescription medication and 
utilities.  When adjusted for inflation, consumer spending 
advanced by 0.4%, the biggest gain in seven months. 

US construction spending fell for a third straight month, 
while private sector figures showed an uptick in manufac-
turing order growth but offered a mixed view on overall 
factory activity.  Total construction spending fell 0.1% to 
$1.3 T in October. On a y-o-y basis, construction spending 
accelerated to 4.9%. Private construction spending was 
sustained at 0.4% in October. Private residential outlays 
dipped 0.5% to the lowest since November 2017. Mean-
while, US manufacturing activity continued to pick up in 
November, according to data from the Institute for Supply 
Management (ISM). ISM’s US manufacturing index rose to 
59.3 in November from 57.7 in October. The weaker eco-
nomic data and inflation in the second half of November 
provided analysts with greater confidence that the Fed 
would raise policy rates less than the three times it earlier 
signaled, if at all.

China: Industrial production growth in China inched up to 
5.9% y-o-y in October from 5.8% a month ago, fueled by 
output expansion in power supply, which posted growth 
of 6.8% y-o-y. Manufacturing output and mining output 
posted faster growth compared to the previous month, 
growing at 6.1% y-o-y and 3.8%, respectively. The out-
look for November didn’t look as encouraging as China’s 
Purchasing Managers Index (PMI) for manufacturing 
slumped to 50 in November from 50.2 in October while 
the non-manufacturing PMI fell to 53.4 from 54.9 in the 
same period. A PMI reading above 50 indicates expansion, 
while contraction is signified by a PMI below 50.  

Inflation rose 2.5% y-o-y in October, the same pace as in 
the previous month. Gains in consumer prices came on 
the back of faster increase from food prices, which rose 
3.3% y-o-y while non-food prices rose to 2.4%. On the oth-
er hand, China’s producer prices slowed to 3.3% y-o-y af-
ter rising by 3.6% in the previous month.  

The government also announced that overseas institu-
tional investors will be exempted from paying corporate 
income taxes and value-added taxes (VAT) on interest in-
come for bond investors in China effective November 7, 
2018 and lasting for a period of three years. However, the 
exemption will not apply to local firms established by for-
eign investors. The move, according to tax administrators, 
forms part the country’s efforts to open its bond market 
to foreign investors.  

Sources: Bloomberg & First Metro Investment Corporation (FMIC)

Figure 14 - Yields of Selected ROPs, May 2017 to Nov 2018
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The Malaysian economy expanded 4.4% y-o-y in Q3-2018, a 
tad slower than 4.5% in Q2, continuing its weakening pace 
since posting 6.2% growth in Q3-2017. 

The yield curve steepened sharply as the difference between 
the 10-year and 2-year bonds shot up by 79 bps to reach 111 
bps, the widest among the countries covered.

Malaysia: The Malaysian economy expanded 4.4% y-o-y 
in Q3-2018, a tad slower than 4.5% in Q2, continuing its 
weakening pace since posting 6.2% growth in Q3-2017. 
Private consumption remained the main driver of growth 
on the expenditure side, expanding 9% y-o-y in Q3-2018 
from 8.2% in Q2, due to the removal of the goods and ser-
vices tax in Q3. Government expenditure and gross fixed 
capital formation also experienced faster growth in Q3 
than in the previous quarter at 3.2% y-o-y versus 5.2%. 
On the supply side, the services and manufacturing sec-
tors largely supported the expansion in Q3 with growth 
of 7.2% y-o-y and 5%, respectively. The agriculture sector 
and mining and quarrying sector continued to post con-
tractions in output. 

Meanwhile, Malaysia’s Index of Industrial Production in-
creased by 2.3% y-o-y in September, a slight pick-up from 
2.2% growth in August. Manufacturing sector output in-
creased by 4.8% y-o-y in September versus 4.3% in the 
previous month, driven by increases in the production 
of electrical and electronic equipment products. Exports 
from Malaysia registered growth of 6.7% y-o-y in Septem-
ber, reversing the marginal decline of 0.3% in August while 
imports declined by 2.7% in September after rising 11.2% 
in the previous month, resulting in a trade surplus of 
MYR15.3 B ($3.7 B) in September, compared with MYR1.6 
B ($382.3 M) in August. 

Bank Negara Malaysia left the benchmark overnight policy 
rate unchanged at 3.25% last November 8 as it expects the 
economy to remain on a steady growth path.  Likewise, its 
yield curve remained fairly stable as the spread between 
the 10-year and 2-year bonds slightly slipped by 3 bps.

Indonesia: Despite the monetary tightening stance of Bank 
Indonesia (BI) this year, the Indonesian economy man-
aged to grow more than 5% y-o-y in Q3-2018, posting a 
5.2% y-o-y growth. This came slightly down from the 5.3% 
expansion in Q2-2018, due to a slowdown in household 
consumption and a weaker trade performance. House-
hold consumption grew 5% in Q3-2018, down from 5.1% 
in the previous quarter. Export growth slipped to 7.5%  
from 7.6% during the same period, while import growth 

moderated to 14.1% from 15.3%. In contrast, government 
spending growth inched up to 6.3% y-o-y, the fastest pace 
since 2016. Investments also picked up, rising 7% in Q3-
2018 versus 5.9% in the previous quarter. Beyond Q3, ex-
port growth lifted to 3.6% y-o-y in October from 2.4% a 
month ago. Imports grew at a much faster pace of 23.7%  
from 4.3% in the same period a year ago. This resulted in a 
wider trade deficit amounting to $1.8 B in October. For the 
first 10 months of the year, the trade deficit reached $5.5 
B.  

On November 5, BI together with the Monetary Authority 
of Singapore (MAS) established a bilateral currency swap 
amounting up to some $10 B for a period of one year. The 
arrangement comprises two agreements: (i) a new local 
currency bilateral swap of up to SGD9.5 B or IDR100 T ($6.9 
B), and (ii) an enhanced bilateral repurchase agreement of 
up to $3 B in repo transactions involving US dollars with 
the government bonds of major markets as collateral.  

BI decided on November 15 to raise its policy rate for a 
sixth time this year, lifting the 7-day reverse repurchase 
rate by 25 bps to 6% to help lower the current account 
deficit, strengthen the Indonesian rupiah, and maintain 
the attractiveness of Indonesia’s financial market ahead of 
monetary tightening in other advanced economies in the 
near-term. The policy rate has been raised by a cumulative 
175 bps since the middle of May. With the rate hike, the 
yield curve steepened as the divergence between 10-year 
and 2-year bonds widened by 21 bps to 57 bps.

Thailand: The Thai economy expanded by 3.3% y-o-y in 
Q3-2018, easing from 4.6% in Q2 and from the 5-year high 
of 4.9% posted in Q1. Domestic demand drove growth 
as external demand weakened during the quarter. Faster 
growth rates were observed in Q3-2018 versus Q2-2018 
in private consumption (5% y-o-y from 4.5%), government 
expenditure (2.1% y-o-y versus 2%), and gross fixed cap-
ital formation (3.9% y-o-y from 3.7%). Exports declined 
by 0.1% in Q3-2018, reversing the growth of 6.8% in the 
previous quarter, as trade tensions between US and China 
lingered, while import growth was faster at 10.7% y-o-y. 

On the production side, growth in the agriculture sector 
decelerated to 4.3% y-o-y in Q3 from 10.2% in Q2, while 
growth in the non-agriculture sector slowed to 3.3% from 
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4.1%, dragged down by the decline in mining and quarry-
ing output, and slower growth in manufacturing and utili-
ties, even as construction output grew faster. 

Bank of Thailand (BOT) narrowly decided to maintain 
the benchmark policy rate at 1.5% during its meeting on 
November 14.  The BOT views the current stance as still 
conducive to the maintenance of Thai economic growth 
which continues to gain traction despite some signs of 
slowing external demand. Three committee members (out 
of seven) voted to raise the policy rate by 25 bps, argu-
ing that the continued economic expansion is sufficiently 
robust, and that prolonged monetary policy accommoda-
tion may pose financial stability risks that could lead to 
the build-up of vulnerabilities, affecting the sustainability 
of economic growth. Nonetheless, the committee stated 
that, despite the current stance, the need for accommo-
dative monetary policy would gradually decline. Markets 
expect increases in interest rates in the months to come as 
the spread between 10-year and 2-year bonds increased 
by 15 bps to 73 bps.

Outlook
Slower global economic growth, a likely pause in Fed pol-
icy rate hikes in 2019, low crude oil prices and quickly de-
celerating domestic inflation should provide a good basis 
to be optimistic for the bond markets in 2019.

•  Yields on US 10-year T-bonds have been on a downtrend 
since reaching a peak of 3.24% on November 8, a bit af-
ter the huge 250,000 additional jobs came out.  The trend 

We think that the PH yield curve will likely go down in parallel 
fashion in tandem with domestic inflation and a likely cut in 
BSP policy rate looms for H2-2019.

Sources: Bloomberg & First Metro Investment Corporation (FMIC)
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emerged as wage growth remained low and the Fed’s 
FOMC stressed only “gradual increase” in Fed rate hikes. 
Later in the month, Fed Vice Chairman Richard Clarida 
noted that the survey-based inflation expectation and the 
implied one from Treasury Inflation-Protected Securities 
(TIPS) were running above the 2% target, and these expec-
tations were overstated. Analysts since then have lowered 
the number of Fed rate hikes in 2019 (presently at three) 
to one or even none. Moody’s economist opines no Fed 
rate hike in H1-2019. Low crude oil prices also add support 
to the “pause” view.

•  In short, the focus for Philippine bonds would then be 
on domestic inflation and borrowing requirements of NG 
and banks.  Inflation is definitely on its way down to the 
BSP’s target 2-4% range as food supply normalizes and 
crude oil prices down by 33% from its October peak, with 
little expectation of a major increase in 2019.  While the 
NG may borrow more in 2019, the additional domestic 
savings arising from relatively fast GDP growth should be 
sufficient to meet the NG demand.

•  As for banks’ liquidity, we think BSP shall reduce reserve 
requirements in Q1-2019 since it will hit two birds with 
one stone—help banks comply with Basel 3’s liquidity cov-
erage ratio, while at the same time lowering intermedia-
tion costs, since the country’s reserve requirements are 
way above its regional peers. Since the objectives would 
be specific, this should not represent a change in its policy 
stance.

•  We think that the PH yield curve will likely go down in 
parallel fashion in tandem with domestic inflation and a 
likely cut in BSP policy rate looms for H2-2019.

•  Corporates will likely return to the retail bond market as 
inflation dwindles and T-bond yields decline with it, espe-
cially in H2-2019.

•  ROPs may have become more attractive in the short-
term as the peso will tend to depreciate, albeit slower 
than in 2018, and coupon rates remain attractive.
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Sources: Asian Development Bank (ADB), The Economist & UA&P
*1-yr yields are used for PH because 2-yr papers are illiquid

Spreads between 10-year and 2-year T-Bonds

Country 2-year    
Yields 

10-year 
Yields

 Projected 
Inflation 

Rates

Real 10-
year yield

10 year to 2-year Spread 
(bps) Spread 

Change (bps)
Latest 

Policy Rate
Real Policy 

Rate
Oct-18 Nov-18

US 2.807 3.026 2.1 0.93 15 22 7 2.25 0.15

PRC 2.283 3.397 1.6 1.80 33 111 79 4.35 2.75

Indonesia 7.376 7.947 3.8 4.15 36 57 21 6.00 2.20

Malaysia 3.555 4.154 3.9 0.25 62 60 (3) 3.25 -0.65

Thailand 1.910 2.635 1.1 1.54 58 73 15 1.50 0.40

Philippines 6.703 7.035 5.2 1.84 29 33 4 4.75 -0.55
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Dovish statements by Fed officials, President Trump’s hints at some agreement with Xi Jinping in the G20 
Summit, and relatively weaker economic data in the second half of November, plus greater expectations that 
domestic inflation had peaked in October enabled PSEi to gain by 3.2% to 7,367.85 by end-November.  The 
reversal from a year low of 6,843.83 on November 9 has carried on through early December as it nearly broke 
through the 7,500 resistance and hit 7,703.82 by December 4.  Thereafter, it has corrected, but remained in bull 
market territory (≥ 7,200).

Outlook: External factors mentioned above may remain uncertain, but the Philippine equity market looks forward 
to a rebound in 2019 based on positive developments in the local front. The rapid deceleration of domestic 
inflation, erasure of crude oil gains in 2018, election spending, and continued ramping up of infrastructure and 
capital goods spending point towards resiliency in domestic demand and better earnings prospects.

PSEI BOUNCES BACK TO BULL MARKET TERRITORY

Sources: Wall Street Journal, Bloomberg

Figure 16 - PSEi and DJIA  
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Global indices showed mixed results in November, as con-
cerns over trade dragging equities for the past months 
were cooled by remarkable Q3 earnings in some markets. 
US stocks recovered during the end of the month, ending 
November with a 1.7% gain amidst a less hawkish position 
taken by the Fed. Eurozone markets dipped as investors 
cashed-in past months’ gains, bolstered by the stronger 
British pound and euro. On the other hand, east Asian 
bourses continued to recover this month except for Chi-
na’s Shanghai composite index which remained in the red 
in end-November, falling for most of the period as threats 
of a trade war and an economic slowdown continued to 

Sources: Bloomberg & Yahoo Finance

Global Equities Markets Performances

Region Country Index
November 

M-o-M 
change

2018 YTD 
change

Americas US DJIA 1.7% 2.9%

Europe Germany DAX -1.7% -12.5%

 London FTSE 101 -2.1% -8.7%

East Asia Hong Kong HSI 6.1% -13.1%

 Shanghai SSEC -0.6% -22.7%

 Japan NIKKEI 2.0% -4.9%

 South Korea KOSPI 3.6% -15.4%

Asia-Pacific Australia S&P/ASX 200 -3.0% -6.5%

Southeast Asia Indonesia JCI 3.8% -4.5%

 Malaysia KLSE -1.7% -5.8%

 Thailand SET -1.6% -7.7%

 Philippines PSEi 3.2% -15.5%

 Singapore STRAITS 3.3% -9.1%

weigh down share prices. Despite this, Hongkong’s Hang 
Seng index posted a remarkable 6.1% gain, attributable 
to the dramatic recovery of Tencent Holdings stock price. 
Meanwhile, Southeast Asian barometers showed varia-
tions in results as investors watch developments on trade 
relations between China and the US, with PSEi, STRAITS 
and JCI strengthening by 3.2%, 3.3% and 3.8%, respective-
ly, while SET and KLSE losing 1.6% and 1.7% in value, re-
spectively.

DJIA and PSEi moved in diverged paths in November, with 
a -0.7 correlation. The fall in Dow Jones midmonth was a 
result of investors reducing exposure to retailers and tech 
stocks due to a confluence of dismal income reports and 
the view that equities continue to be too expensive, eras-
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Company Symbol 10/31/18 
Close

11/29/18 
Close

% 
Change

Metrobank MBT 65.55 74.60 13.8%

BDO Unibank, Inc. BDO 122.40 130.20 6.4%

Bank of the Philippine Islands BPI 82.15 94.00 14.4%

Security Bank Corporation SECB 144.40 161.00 11.5%
Source of Basic Data: PSE Quotation Reports

Source of Basic Data: PSE Quotation Reports

Monthly Sectoral Performance

31-Oct-18 29-Nov-18

Sector Index % Change Index % Change

PSEi     7,140.29 -1.9%     7,367.85 3.2%

Financial     1,607.90 0.6%     1,758.25 9.4%

Industrial 10,648.79 0.0% 10,655.14 0.1%

Holdings     7,003.53 -2.2%     7,230.90 3.2%

Property     3,495.49 -3.5%     3,601.14 3.0%

Services     1,462.55 -2.2%     1,401.55 -4.2%

Mining and Oil     9,572.05 6.7%     8,487.63 -11.3%

The Financial sector reaped the highest gains in November, gain-
ing an upward momentum during the second half of the month, 
as banking stocks reported solid earnings for the quarter, posting 
a cumulative 9.2% year-on-year (y-o-y) growth in net income for 
Q3-2018. 

Source of Basic Data: PSE Quotation Reports

ing the Dow’s 2018 gains of over 550 points in a day. Re-
tail giant Target’s value plummeted by 10.5% in November 
20, after the company reported below-than-expected Q3 
earnings results, pressuring down other retail stocks such 
as Kohl’s, Macy’s and L Brands with declines of 9.2%, 3.4% 
and 17.7%, respectively. Investors also avoided contro-
versy-laden tech titans Alphabet, Facebook and Amazon, 
as concerns over privacy and future growth continued to 
erode confidence. However, Fed chair Jerome Powell’s 
comments indicating a shift from “slow-and-steady” policy 
rate increases to a somewhat dovish position (rates close 
to neutral) caused a month-end surge in equities, posting 
a gain of 617.8 points – highest since March 26. DJIA end-
ed November in a slightly elevated position as investors 
kept an eye on the Xi-Trump meeting at the G-20 Summit 
in Argentina on the first week of December, as they antici-
pate possible negotiations on the ongoing trade war.  

While initially moving downward in the first half of Novem-
ber, PSEi took an uphill climb during the rest of the month, 
gaining 3.2% from its end-October level. Financial sector 
made remarkable gains last month, rallying by 9.4%, as 
investors were swayed by banking stocks’ impressive Q3 
earnings. Meanwhile, Holdings and Property reversed Oc-
tober’s losses, ending with a 3.2% and 3% growth. Indus-
trial stocks again ended flat with a 0.1% uptick as strong 
earnings from energy stocks were not enough to offset 
dismal incomes posted by food and beverage manufactur-
ers due to either the tax reform or foreign exchange loss-
es. Meanwhile, Services continued to slump, accelerating 
its decline with a 4.2% drop. After being last month’s best 
performer among sectors, Mining and Oil turned into No-
vember’s worse, declining by 11.3%. 

The Financial sector reaped the highest gains in November, 
gaining an upward momentum during the second half of 
the month, as banking stocks reported solid earnings for 
the quarter, posting a cumulative 9.2% year-on-year (y-o-y) 
growth in net income for Q3-2018. Bank of the Philippine 
Islands’ (BPI) stock price rallied most among constituent 
stocks in the sector, gaining 14.4% last month as it reported 
an 11.7% increase in net income to P6 B for Q3-2018, due 
mainly to a 21% increase in net interest income. The bank 
also disclosed its plan of expanding its subsidiary BPI Direct 
BanKo Inc., opening an additional 100 branches in 2019 to 
increase its presence in underserved markets. 

Close on its heels, Metropolitan Bank and Trust Compa-
ny (MBT) enjoyed a 13.8% increase in value in November. 
The company posted a 56.8% y-o-y increase in net income 
to P5.8 B for Q3-2018, attributable to higher net interest in-
come and lower provisions during the quarter. YTD earnings 
soared by 26.8% to P16.8 B in line with consensus estimates. 
MBT’s share price surged in the month-end due to signifi-
cant foreign inflows with MSCI’s rebalancing that took place 
on November 29 which increased MBT’s weight by 1.97%.

Meanwhile, Security Bank Corporation’s (SECB) stock price 
took a double-digit leap of 11.5%, as the company an-
nounced earnings growth hitting positive territory at 5% 
in Q3, which represented a turnaround from H1’s 18.1% 
plunge.  Gains from net interest income YTD Q3-2018, driv-
en by a 30% growth in net interest income from loans, got 
diminished by the 13% drop in earnings from securities.

Although BDO Unibank, Inc. (BDO) recorded only a 5.7% 
increase in earnings for Q1-Q3, its share prices recovered 
in the second half of the month, ending November with a 
6.4% gain. In late October, BDO reported better-than-ex-
pected 18.2% y-o-y growth in net profit to P8.4 B for 
Q3-2018, making up for the 0.9% fall in H1 . The Singa-
pore-based banking publication The Asian Banker cited 
BDO as the “strongest bank” in the Philippines after an 
assessment of its balance sheet. 
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Like the previous month, the Industrial sector ended flat with a 
0.1% uptick in November as its constituent stocks experienced 
mixed performance in prices. 

Source of Basic Data: PSE Quotation Reports

Company Symbol 10/31/18 
Close

11/29/18 
Close

% 
Change

Ayala Corporation AC 920.00 951.00 3.4%

Metro Pacific Investments 

Corporation
MPI 4.80 4.70 -2.1%

SM Investments Corporation SM 900.00 908.50 0.9%

DMCI Holdings, Inc. DMC 12.84 12.34 -3.9%

Aboitiz Equity Ventures AEV 47.00 52.20 11.1%

GT Capital Holdings, Inc. GTCAP 760.00 888.00 16.8%

San Miguel Corporation SMC 171.00 174.70 2.2%

Alliance Global Group, Inc. AGI 11.36 11.42 0.5%

LT Group Inc. LTG 14.50 15.98 10.2%

JG Summit Holdings, Inc JGS 47.30 48.20 1.9%

Like the previous month, the Industrial sector ended flat 
with a 0.1% uptick in November as its constituent stocks 
experienced mixed performance in prices. First Gen Corpo-
ration (FGEN) enjoyed double-digit gains of 13.4% in stock 
price as the energy firm reported a 59.5% y-o-y increase in 
net income to $180 M due to the strong performance of its 
natural gas segment.

Manila Electric Company (MER) stocks rose again by 4.5% 
last month. The company announced that it will proceed 
with the construction of its Atimonan 1 Energy (A1E) coal-
fired powerplant project despite its power supply agree-
ment (PSA) yet to be approved by regulators. MER dis-
closed in late October that its net income grew by 15% to 
P6.2 B in Q3-2018, lifting its 9-month (9M-2018) earnings 
by 14.3% y-o-y.

Meanwhile, Petron Corporation’s value (PCOR) increased 
by 1.2% in November, despite announcing a 30% plunge 
in net profits in Q3. Strong performance in H1 allowed it, 
however, to still show a 3% growth in net income for 9M-
2018, on overall strength in revenues due to increased 
pump prices earlier in the year.

Jollibee Foods Corporation (JFC) experienced an uptick of 
0.9% in stock price last month. The fast-food giant posted 
a 25.9% y-o-y growth in net income for Q3-2018 to P2 B, 
attributable to increased revenues both in its domestic and 
international operations. JFC also plans to expand to 150 
stores in the US and 100 stores in Canada in the next five 
years as an effort to place itself as one of the five largest 
quick-service restaurant groups in the world. 

On the other hand, Universal Robina Corporation’s (URC) 
value incurred a 1.5% drop in November, recovering from 
huge lessons during the middle of the month as the com-

pany announced a slight increase of 1.7% y-o-y in net in-
come to P2 B for Q3, putting its 9M-2018 losses to 17.2% 
due to lower operating income and unfavorable foreign 
exchange conditions.

Aboitiz Power Corporation (AP) ended November with a 
5.9% loss in share price after a substantial drop at month-
end. The recovery counted on the 25.8% y-o-y jump in 
earnings in Q3 to P7.6 B.  Weak H1 performance brought 
the 9M-2018 net income growth of 6.1% to P16.7 B, in line 
with consensus estimates.  The company’s expanding gen-
eration and retail supply segments helped AP brighten its 
record. AP is also in talks with G.E. Digital and other tech-
nology service providers to improve its coal power facilities.

The Holdings sector posted the second-highest growth 
among sectors this month at 3.2%, with most of its constit-
uent stocks experiencing increased share prices. Growing 
most in the sector is GT Capital (GTCAP) whose stock price 
swelled by 16.8% in November. The company reported a 
6% y-o-y growth in net income to P3.8 B for Q3-2018, in 
line with consensus estimates, attributable to its banking, 
real estate, and insurance businesses’ growth which offset 
the slowdown in car sales. Thus, GTCAP managed to re-
verse its 1.3% decline in H1-2018. 

Aboitiz Equity Ventures (AEV) enjoyed a surge in value last 
month, gaining 11.1% after the company booked a 28% 
y-o-y increase in net income to P7.2 B for Q3-2018, attrib-
utable to the strong performance of its power and food 
segments, overturning its 1.8% loss in the H1-2018. 

Company Symbol 10/31/18 
Close

11/29/18 
Close

% 
Change

Meralco MER 367.80 384.20 4.5%

Aboitiz Power AP 33.70 31.70 -5.9%

Jollibee Foods Corporation JFC 276.00 278.40 0.9%

First Gen Corporation FGEN 15.62 17.72 13.4%

Universal Robina Corporation URC 130.00 128.00 -1.5%

Petron Corporation PCOR 8.10 8.20 1.2%

Source of Basic Data: PSE Quotation Reports
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Company Symbol 10/31/18 
Close

11/29/18 
Close

% 
Change

Ayala Land, Inc. ALI 39.65 41.65 5.0%

SM Prime Holdings, Inc. SMPH 33.80 34.70 2.7%

Robinsons Land Corporation RLC 20.95 20.45 -2.4%

Megaworld Corporation MEG 4.41 4.51 2.3%

Source of Basic Data: PSE Quotation Reports

The Property sector reversed most of October’s losses, 
growing by 3% last month.

LT Group, Inc. (LTG) joined GTCAP and AEV in becoming the 
sector’s double-digit gainers last month, with the compa-
ny’s share price rallying by 10.2%. The company reported 
a 58.1% y-o-y growth in net income for Q3-2018 to P3.6 B, 
exceeding consensus estimates, backed by improved per-
formance of LTG’s tobacco and banking businesses. This 
places LTG’s YTD profit growth to 84.5% compared to 2017.

Meanwhile, Ayala Corporation (AC) reaped a 3.4% gain last 
month, despite the company’s announcement of a 4.2% 
y-o-y drop in earnings for Q3, muting down YTD gains to a 
2.9% increase y-o-y to P23.9 B. The growth, which is in line 
with expectations, attributed to its real estate, telecom-
munications and power segments was tempered by losses 
from its Honda and Isuzu dealerships. 

San Miguel Corporation (SMC) remained a consistent 
gainer last month with its share price experiencing a 2.2% 
hike in November, despite a 10.7% y-o-y slide in Q3-2018 
earnings.  The slippage worsened from the 1.4% drop in 
H1 net profits. SMC attributed the fall primarily to foreign 
exchange losses.

JG Summit Holdings, Inc. (JGS) managed to end in the 
green last month, enjoying a slight uptick of 1.9% despite 
announcing a drop of 24.9% y-o-y in net income for Q3-
2018 to P4.9 B. Dimmer performance of its subsidiary URC 
as well as increased input costs of its airline segment Cebu 
Pacific Air dragged down the conglomerate’s earnings, 
which was already anticipated.

SM Investments Corporation (SM) ended November with 
a 0.9% increase in value with gains tapering after the com-
pany’s announcement of a 12.6% y-o-y increase in net in-
come to P8.1 B for Q3-2018 in early November. The solid 
earnings growth came from the strong performance of its 
property, banking, and retail segments. 

Alliance Global Group’s (AGI) share price recovered after a 
substantial drop during the middle of the month and closed 
the month with a 0.5% rise. The company reported a 21.5% 
y-o-y growth in net income to P4.2 B for Q3-2018, ahead of 
consensus estimates, due to the stable earnings of its real 
estate, liquor and fast-food businesses.

On the other hand, Metro Pacific Investments Corporation 
(MPI) posted a 2.1% drop in value last month, recovering 
from its lowest point during the second week of November. 
The company posted a 7.3% y-o-y increase in net income for 
Q3-2018 to P3.5 B, but hinted at a flat growth in the fourth 
quarter due to increasing funding costs for its projects. 

DMCI Holdings (DMC) lost 3.9% in value in November, as it 
reported a 43.8% y-o-y decline in net income for Q3-2018 
at P2.3 B. DMC attributed the dismal performance to the 
slowdown in its subsidiary Semirara Mining and Power 
Corporation (SMC) whose power generation segment suf-
fered shutdowns all throughout 2018. Its mining unit DMCI 
Mining Corporation likewise reported a P110 M loss for 
the quarter due to the lack of nickel shipments during the 
quarter. 

The Property sector reversed most of October’s losses, 
growing by 3% last month. Ayala Land, Inc. (ALI) reaped a 
5% gain in share prices last month as the real estate devel-
oper posted a 14.8% y-o-y increase in net income to P20.8 
B for Q3-2018, in line with consensus estimates, buoyed by 
strong performance from its residential, offices and com-
mercial leasing segments. The company sustained its in-
crease with its launching of a 526 hectare integrated estate 
development in Misamis Oriental.

SM Prime Holdings (SMPH) posted a 2.7% increase in share 
prices last month as the company announced its part-
nership with Swedish retail giant IKEA who will build the 
world’s largest IKEA store in SMPH’s Mall of Asia complex 
in Pasay City. During the previous month, SMPH reported a 
20.4% y-o-y increase in net income to P6.8 B for Q3-2018.

Megaworld Corporation (MEG) enjoyed respectable gains 
of 2.3% last month, as the company showed a 14.2% y-o-y 
gain in net income to P4 B for Q3-2018, in line with consen-
sus estimates. MEG attributed this to the company’s strong 
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Company Symbol 10/31/18 
Close

11/29/18 
Close

% 
Change

Philippine Long Distance Tel. Co. TEL 1,390.00 1,158.00 -16.7%

Globe Telecom GLO 2,090.00 1,970.00 -5.7%

Robinsons Retail Holdings, 

Inc.
RRHI 75.80 76.40 0.8%

Puregold Price Club Inc. PGOLD 40.55 42.55 4.9%

International Container 

Terminal Services Inc.
ICT 90.50 93.50 3.3%

Source of Basic Data: PSE Quotation Reports

Company Symbol 09/28/18 
Close

10/31/18 
Close

% 
Change

Semirara Mining and 
Power Corporation

SCC 26.70 27.95 4.7%

Source of Basic Data: PSE Quotation Reports

The Services sector further lost value in November, acceler-
ating its drop to 4.2% compared to October’s 2.2% decline, 
as telco stocks bore the brunt of the announcement of the 
award to a 3rd telco player. 

performance in its office and mall operations as well as sta-
ble gains in its residential unit.

Robinsons Land Corporation’s (RLC) share price ended in the 
red after a volatile month, with a decline of 2.4%. The com-
pany’s net income grew by 95.9% y-o-y for Q3-2018, attrib-
utable to the strong performance of its expanded portfolio 
of malls and offices and increased sales from its residential 
division. The YTD gain in net income of 43.6% was also said 
to be resulting from the P1.4 B sale of land to RLC’s joint 
ventures with Shang Properties Inc. and Hong Kong Land. 

The Services sector further lost value in November, accel-
erating its drop to 4.2% compared to October’s 2.2% de-
cline, as telco stocks bore the brunt of the announcement 
of the award to a 3rd telco player.  The joint venture be-
tween Udenna Corporation and China Telecom won the 
bidding according to the Department of Information and 
Communications Technology (DICT). Philippine Long Dis-
tance Telephone Company (TEL) took the biggest hit among 
constituent stocks with a 16.7% drop in value. Apart from 
the emergence of a new telco, TEL reported a 15.9% y-o-y 
drop in earnings to P4.5 B for Q3-2018, slashing its YTD 
net income down by 25.6%. The negative sentiment per-
sisted throughout the month despite the company’s recent 
disclosure of its plan to put up the first 5G cell site in the 
Philippines in Clark Freeport Zone, Pampanga.

Globe Telecom (GLO), likewise, suffered substantial losses 
in share price, with its value declining by 5.7% which is a re-
covery from its heavier losses in the beginning of Novem-
ber. GLO’s report of a 2.6% y-o-y growth in net income to 
P5 B for Q3-2018 (ahead of consensus estimates), and its 
launching of the first embedded Subscriber Identification 

Module (eSIM) in the Philippines (a virtual SIM compared 
to the physical SIM cards currently used in the market) did 
not hinder it from bleeding value after the selection of the 
provisional third telco player. 

Meanwhile, Robinsons Retail Holdings, Inc. (RRHI) experi-
enced a 0.8% uptick in November. After the issuance of the 
certificate of approval from the Securities and Exchange 
Commission (SEC), RRHI completed its acquisition of the 
retailer Rustan Supercenters from Dairy Farm Internation-
al Holdings for $344 M through a share-swap agreement. 
RRHI also disclosed a 0.1% uptick in net income for Q3-
2018

On the other hand, retailer Puregold Price Club, Inc. 
(PGOLD) reaped a 4.9% gain last month, after reporting an 
8.9% y-o-y growth in net income for Q3-2018 to P1.5 B. The 
company’s earnings registered at a 9.1% y-o-y growth to 
P4.3 B for 9M-2018, excluding its gains from divestments 
from convenience chain Lawson during H1-2018.

International Container Terminal Services, Inc. (ICT) re-
versed its losses last month with a 3.3% gain in Novem-
ber. ICT posted a 31.3% y-o-y increase in net income for 
Q3-2018 due to the strong performance of its operated 
terminals, which came above expectations. The port op-
erator also announced that it has submitted an unsolicited 
proposal to the Philippine Ports Authority (PPA) to develop 
Iloilo’s port complex and the Port of Dumangas. 

Mining and Oil suffered an 11.3% setback in November, 
wiping out its 6.7% gain in the previous month. Semir-
ara Mining and Power Corporation lost 6.3% in value last 
month, as the company’s power segment continued to 
drag earnings, evident in the 79.2% y-o-y fall in net income 
for Q3-2018 to P765 M. SCC’s coal business whose rev-
enues grew by 8% (due to higher coal prices as volume 
dropped 16% due to the slump in export sales) could not 
offset the 81% decline in earnings of its power generation 
operations, given the extended shutdown of its power-
plant from March to September 2018.
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Equity Markets

Monthly Turnover (in Million Pesos)
Total Turnover Average Daily Turnover

Sector Value % Change Value % Change

Financial 27,489.59 63.1% 1,446.82 97.5%

Industrial 78,955.35 207.7% 4,155.54 272.5%

Holdings 31,792.66 26.5% 1,673.30 53.1%

Property 25,320.04 21.7% 1,332.63 47.3%

Services 43,309.22 122.6% 2,279.43 169.4%

Mining and Oil 5,642.51 60.0% 296.97 93.7%

Total 212,509.37 90.7% 11,184.70 130.8%

Foreign Buying 101,771.80 75.7% 5,356.41 112.7%

Foreign Selling 90,385.61 31.3% 4,757.14 58.9%

Net Buying 
(Selling) 11,386.19 -204.3% 599.27 -226.3%

Source of Basic Data: PSE Quotation Reports

Total Turnover

After months of low trading activity, value traded in the lo-
cal bourse surged with total turnover increasing by 90.7% 
month-on-month (m-o-m) compared to October’s 4% de-
cline. Meanwhile, the flow of foreign funds reversed – the 
third month in 2018 where foreign buying outweighed for-
eign selling, as foreigners bought into apparently under-
valued stocks to the tune of net P11.4 B. Turnover among 
sectors turned positive, with Industrial and Services tri-
pling and doubling previous month’s turnover, growing 
by 207.7% and 122.6%, respectively. The Financial and 
Mining and Oil sectors also recorded a lot of activity, with 
63.1% and 60% gains. Meanwhile, Holdings and Property 
sectors, whose turnovers contracted in October, grew by a 
respectable 26.5% and 21.7%, respectively. 

After months of low trading activity, value traded in the lo-
cal bourse surged with total turnover increasing by 90.7% 
compared to October’s 4% decline. 
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Recent Economic Indicators

NATIONAL INCOME ACCOUNTS, CONSTANT PRICES (In Million Pesos)
2016 2017 2nd Quarter 2018 3rd Quarter 2018

Levels A n n u a l 
G.R. Levels A n n u a l 

G.R. Levels Q u a r t e r l y 
G.R. Annual G.R. Levels Q u a r te r l y 

G.R. Annual G.R.

Production
 Agri, Hunting, Forestry and Fishing  710,926 -1.3%  739,029 4.0% 174,210 -5.4% 0.2%  163,797 -6.0% -0.4%
 Industry Sector  2,750,034 8.0%  2,947,103 7.2% 799,911 8.1% 6.3%  741,279 -7.3% 6.2%
 Service Sector  4,661,781 7.5%  4,979,575 6.8% 1,378,389 13.3% 6.6%  1,316,267 -4.5% 6.9%

Expenditure
Household Final Consumption  5,642,389 6.9%  5,973,816 5.9% 1,552,812 5.1% 5.6%  1,479,834 -4.7% 5.2%
Government Final Consumption  854,570 8.3%  914,136 7.0% 308,025 30.1% 11.9%  250,174 -18.8% 14.3%
Capital Formation  2,289,675 20.8%  2,504,502 9.4% 688,261 -2.2% 20.7%  702,237 2.0% 16.7%
 Exports  4,124,942 9.1%  4,930,584 19.5% 1,426,056 13.3% 13.0%  1,581,805 10.9% 14.3%
 Imports  4,788,834 17.5%  5,657,331 18.1% 1,621,626 4.4% 19.7%  1,783,427 10.0% 18.9%

GDP  8,122,741 6.8%  8,665,708 6.7% 2,352,509 9.9% 6.0%  2,221,343 -5.6% 6.1%
NPI  1,632,345 5.3%  1,729,139 5.9% 442,204 -4.4% 4.7%  452,140 2.2% 5.6%
GNI  9,755,087 6.6%  10,394,846 6.6% 2,794,714 7.4% 5.8%  2,673,483 -4.3% 6.0%

Source: Philippine Statistics Authority (PSA)

NATIONAL GOVERNMENT CASH OPERATION (In Million Pesos)
2016 2017 Sept-2018 Oct-2018

Levels G r o w t h 
Rate Levels G r o w t h 

Rate Levels M o n t h l y 
G.R. Annual G.R Levels M o n t h l y 

G.R. Annual G.R

Revenues 2,195,914 4.1% 2,473,132 12.6% 202,351 -21.2% 1.1% 246,762 21.9% 20.3%
Tax 1,980,390 9.1% 2,250,678 13.6% 183,445 -23.5% 0.2% 222,248 21.2% 19.2%
BIR 1,567,214 9.3% 1,772,321 13.1% 130,573 -29.5% -7.7% 164,792 26.2% 15.6%
BoC 396,365 7.8% 458,184 15.6% 51,075 -1.8% 26.9% 55,953 9.6% 30.4%
Others 16,811 14.8% 20,173 20% 1,797 -32.6% 22.9% 1,503 -16.4% 45.1%
Non-Tax 215,446 -26.5% 222,415 3.2% 18,906 10.5% 11.6% 24,514 29.7% 32.0%

Expenditures 2,549,336 14.3% 2,823,769 10.8% 298,598 15.1% 26.0% 306,627 2.7% 35.2%
Allotment to LGUs 449,776 16.1% 530,150 17.9% 47,868 4.2% 14.3% 44,601 -6.8% 7.2%
Interest Payments 304,454 -1.6% 310,541 2% 32,675 15.5% 23.8% 24,015 -26.5% 17.5%

Overall Surplus (or Deficit) (353,422) -190.4% (350,637) -0.8% -96,247 3620.4% 160.9% -59,865 -37.8% 174.6%

Source: Bureau of  the Treasury (BTr)

POWER SALES AND PRODUCTION INDICATORS 
Manila Electric Company Sales (In Gigawatt-hours) 

2017 Jun-2018 Jul-2018

Annual Levels Growth Rate Levels Y-o-Y G.R. YTD Levels Y-o-Y G.R.  YTD

TOTAL 41,605 5.1%  3,922.10 3.8% 6.9%  3,658.80 2.9% 6.3%
   Residential 13,055 5%  1,290.60 2.7% 6.0%  1,126.10 -1.3% 4.9%
   Commercial 16,378 4.7%  1,508.40 2.2% 5.5%  1,429.00 2.2% 5.1%
   Industrial  11,861 4.4%  1,091.10 5.4% 6.5%  1,077.80 7.3% 6.6%

 Source: Meralco
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BALANCE OF PAYMENTS (In Million U.S. Dollar)

2016 2017 1st Quarter 2018 2nd Quarter 2018

Levels Annual G. R. Levels Annual G. R. Levels Annual G. R. Levels Annual G. R.

I. CURRENT ACCOUNT
   Balance of Trade -1,199 -116.5% -2,163 80.4% -155 -46.3% -2,931 -1969.6%
   Balance of Goods 35,549 52.5% 40,505 13.9% 10,423 14.3% 12,901 41.5%
      Exports of Goods 42,734 -1.1% 51,865 21.4% 12,492 -1.4% 12,847 -1.7%
      Import of Goods 78,283 17.7% 92,370 18.0% 22,915 5.2% 25,748 16.0%
   Balance of Services -7,043 29.1% -9,249 31.3% -3,046 71.7% -2,821 40.3%
      Exports of Services 31,204 7.4% 35,884 15.0% 9,446 16.0% 9,427 9.9%
      Import of Services 24,160 2.3% 26,635 10.2% 6,400 0.5% 6,606 0.5%
   Current Transfers & Others -

II. CAPITAL AND FINANCIAL ACCOUNT

   Capital Account 62 -26.3% 57 -8.7% 0 -98.7% -1 -104.0%
   Financial Account 175 -92.4% -2,664 -1622.4% 505 169.2% -757 -16.7%
      Direct Investments -5,883 5803.4% -6,545 11.3% -1,032 -28.7% -3,048 77.8%
      Portfolio Investments 1,480 -72.9% 2,509 69.5% 2,001 -35.3% 1,093 -586.4%
      Financial Derivatives -32 -673.4% -51 57.4% -69 -47.7% 16 -379.8%
      Other Investments 4,610 -249.8% 1,423 -69.1% -396 -70.2% 1,183 14.1%

III. NET UNCLASSIFIED ITEMS 274 -136.6% -1,421 -618.9% -566 8.2% 145 -118.3%

OVERALL BOP POSITION -1,038 -116.1% -863 -16.9% -1,227 23.4% -2,030 -803.4%
     Use of Fund Credits -
     Short-Term -
Memo Items
Change in Commercial Banks 1,421 -222.0% 410 -71.2% 1,344 1159.8% -335 323.7%
     Net Foreign Assets 1,381 -229.7% 443 -68.0% 1,376 2057.0% -306 1910.3%
Basic Balance n.a n.a n.a n.a n.a n.a n.a n.a

Source: Bangko Sentral ng Pilipinas (BSP)

MONEY SUPPLY (In Million Pesos)

2017 Sept-2018 Oct-2018
Average Levels Annual G. R Average Levels Annual G.R. Average Levels Annual G.R.

RESERVE MONEY 2,798,988 14.0% 3,017,687 4.8% 3,065,075 5.6%

Sources:
   Net Foreign Asset of the BSP 4,024,544 2.3% 4,466,915 -0.7% 4,352,838 -5.2%
   Net Domestic Asset of the BSP  9,722,563 15.6% 11,491,355 14.5% 11,642,802 15.2%

MONEY SUPPLY MEASURES AND COMPONENTS
Money Supply-1 3,562,223 17.1% 3,713,749 11.3% 3,711,701 8.9%
Money Supply-2 10,227,276 13.1% 10,695,187 9.4% 10,663,838 8.0%
Money Supply-3 10,655,369 13.2% 11,157,031 9.7% 11,140,425 8.2%

MONEY MULTIPLIER (M2/RM) 2.49 3.54 3.48

Source: Bangko Sentral ng Pilipinas (BSP)



Rabboni Francis B. Arjonillo
Dr. Victor A. Abola

Viory Yvonne T. Janeo
Gilliane Angela B. De Gorostiza

Christian A. Siaton

President, FMIC
Senior Economist, UA&P
Research Associate, UA&P
Research Assistant, UA&P
Research Assistant, UA&P

CONTRIBUTORS

Views expressed in this newsletter are solely the responsibilities of the authors and do not represent any position held by the FMIC and UA&P.

December 2018

The Market Call - Capital Markets Research

FMIC and UA&P Capital Markets Research


