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

Latest Period Previous 
Period

Year-to-Date 
(2020)

2018
(year-end)

2019
(year-end)

GDP Growth (Q2-2020) -16.5% -0.7% -9.0% 6.3% 6.0%

Inflation Rate (August) 2.4% 2.7% 2.5% 5.2% 2.5%

Government Spending (July) 10.4% 26.7% 27.0% 20.7% 11.4%

Gross International Reserves ($B) (July) 98.6 93.5 91.4 79.2 87.8

PHP/USD rate (August) 48.84 49.47 50.27 52.68 51.80

10-year T-bond yield (end-August YTD) 2.69% 2.76% 3.63% 7.05% 4.48%

Sources: Philippine Statistics Authority (PSA), Bangko Sentral ng Pilipinas (BSP), Department of Budget and Management (DBM), Philippine Stock 
Exchange (PSE), Philippine Dealing System (PDS), and Authors’ Calculations

Executive Summary

Macroeconomy    

Bonds Market

The PSEi should trade within a wide range of
6,500-7,000 by year-end on more positive corpo- 
rate developments in Q3 and decreased foreign
selling. PSEi stayed relatively flat (-0.7%), while
stocks worldwide edged higher in August. The
local bourse should stay around 6,000 in Q4 after
it bottoms out close to 5,500 amid uncertainty of
the wider reopening of the economy and elevated 
COVID-19 cases (but not deaths).

 PSEi lost steam for the second consecutive month 
and slipped by a minimal 0.7% month-on-month 
(m-o-m), albeit slower than July’s -4.5%.  ▪▪   Three 
out of six sectors made it to the green, namely Min-
ing & Oil (+9.4%), Services (+7.5%) and Industrial 
(+4.3%) sectors.  ▪▪    ALI, FGEN and GTCAP fell the 
most, while RRHI, DMC and URC rallied best 
with double-digit gains.   ▪▪      PSE turnover rebound-
ed by 28.9%, despite foreign investors exiting with a 
net outflow of P12.8-B.

Equities Market
Although the deep dive in Q2 which impacts also
Q3, suggests full-year GDP to decline by 6.5% to
8.5%, we expect a more positive outlook for Q4
with the Philippine economy slowly recovering and
milder restrictions in place starting September. 
Inflation will be below 2.5% as crude oil prices 
remain low. We also see more job recoveries and 
growth in OFW remittances. National Government 
(NG) spending will continue to increase especially 
on infrastructure and health facilities. 

 Unemployment rate was down to 10% (May to 
July) from a record high of 17.7% (January to 
April).  ▪▪   NG recorded a fiscal deficit of P140.2-B, 
bringing year-to-date NG deficit to hit P700.6-B.  ▪▪    
Inflation slowed to 2.4% in August from 2.7%, 
driven by lower prices in food and transport.   ▪▪    
Exports and imports decelerated to -9.6% y-o-y and 
-28% y-o-y, respectively.   ▪▪    Philippine peso con-
tinued to strengthen by 1.2% m-o-m, averaging 
P48.4/$ in August. 

While bellwether 10-year T-bond yields reached 
a record low of 2.56% on August 18, these began 
to rise sharply as the market reacted negatively 
to the NG’s announcement of a P3.0-T borrowing 
program in 2021. Also, it raised concerns that NG 
debt may spiral upwards after the pandemic. Sub-
siding inflation rates (2.4% in August from 2.7% 
in July) and the Fed’s commitment to zero interest 
rates until 2022 should temper the ascent.

 Tender-offer ratio (TOR) for T-bills and T-bonds 
increased to 2.316x from 1.729x a month ago.  ▪▪   
Secondary GS volume hit P559.3-B in August, the 
fourth time monthly volume exceeded P500.0-B this 
year.  ▪▪    Upward movement for longer tenors 
(3-year to 7-year), while shorter tenors (3-months 
and 6-months) dove further as investors shifted 
to short-dated term papers.   ▪▪    Corporate bond trad-
ing sank by half to P6.1-B in August from P12.3-B a 
month earlier.   ▪▪    The spread between ROPs and 
U.S. treasuries rose, but spreads still narrowed for 
the 10-year tenor.

3  

8
Surprisingly, positive economic data that surfaced 
later in August (e.g., employment, inflation, OFW, 
etc.) after the GDP plunge in Q2 suggest that a re-
covery, albeit still fairly mild, has began in earnest.
The relaxation of quarantine restrictions, especially 
relating to public transportation and restaurants, 
with still tough health protocols, should reinforce 
this upward movement. While longer-dated bond 
yields continue to rise until mid-September, the up-
side may be restrained as NG has added more than 
P900.0-B to its cash hoard by end-July. The equities 
should continue to trade around 6,000, but may ex-
ceed that in Q4 as the rebound of the economy and 
corporate earnings gain traction.

14
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The recovery in Q3 of some 84% of jobs lost from January to April 2020, the easing of inflation to 2.4% in August, sus-
tained National Government (NG) spending and continued month-on-month (m-o-m) gains of exports have raised 
hopes of a slightly faster rebound for H2. The balance of trade deficit got cut by half to $1.8-B in August together 
with U.S. dollar’s weakness resulted in a further 1.2% appreciation of peso (to the U.S. dollar).

Outlook: With a more determined wider opening of the economy starting September, the outlook has brightened a 
bit for Q4. Present trends suggest full-year GDP to decline by 6.5% to 8.5%. NG spending should accelerate for the 
rest of the year, while inflation may go even below our original forecast of 2.5% as oil prices have retracted after 
hitting a ceiling in August. The peso may slightly depreciate in the coming months as the trade deficits expand 
while the U.S. dollar regains strength.

The Market Call September 2020 

MACROECONOMY
EMPLOYMENT & OTHER POSITIVE DATA RAISE HOPES FOR FASTER REBOUND 

7.5-M Workers Back to Work in July, Unemployment Rate 
Down to 10%
Philippine Statistical Authority (PSA) reported that some 7.5-
M workers got back to work in the survey month of July (from 
April) after some 8.9-M lost jobs from January to April 2020. 
The report would suggest that the economy had recovered 
some 84% of jobs lost in the previous quarter. This brought 
the unemployment rate down to 10% from the record-high of 
17.7% in April. Year-on-year (y-o-y), total employed persons 
still dropped by 1.6-M in Q2-2020.

Figure 1 - Net New Jobs, January 2015 to July 2020, Year-on-Year
Recovered 84% of Jobs Lost in Q1-2020 

Source of Basic Data: Philippine Statistics Authority (PSA)

to 26.3% from 25.6% in April.

All Services sub-sectors, except for arts and 
recreation, posted large gains, led by wholesale & 
retail trade which took in 2.5-M more jobs since April. 
Transportation & storage also provided 337,000 more 
jobs for the same period. The following sub-sectors 
contributed significant number of jobs to the Services 
sector: financial intermediation (+129,000); human 
health & social services (+84,000) and education 
(+74,000).

The Industry sector saw all its constituent sub-
sectors with higher employment. More than 1.2-M 
construction workers appeared to have obtained 
jobs since April, while manufacturing took in another 
669,000 more into their workforce.

An additional 450,000 employed persons felt the 
need for more work, and so the underemployment 
rate remained high at 17.3%, lower than 18.9% in 
April, but much higher than 13.9% a year ago.

The Services sector added the most number of jobs over 
the past quarter with a tally of 3.3-M, while the Agriculture 
sector added 2.1-M jobs since April. Industry, powered by 
the construction sub-sector, contributed 2.0-M and had an 
18.8% share of total employment. The Services sector was 
the top job generator as it accounted for 54.8%, albeit lower 
than 57.1% in April 2020. With the return to agriculture of 
many who lost jobs, the sector’s share in total employed rose 

The Services sector added the most 
number of jobs since April witha tally of 

3.3 M.

Manufacturing PMI and VOPI Still Not Up to Par
Manufacturing PMI fell to 47.3 from 48.4 in July, 
reaching its three-month low in August as the 
government imposed the modified enhanced 
community quarantine (MECQ) until August 18. The 
new restrictions resulted to a sharp drop in new orders 
and subsequently steep reduction in output. Job losses 
also remained apparent as firms continued to trim 
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decline in remittance of dividends and low NG share from 
PAGCOR and interest earned from government deposits as  
NG had already received much of these earlier in the year.

However, NG spending increased to P374.7-B or 10.4% 
y-o-y, as it released the second tranche of the Social 
Amelioration Program (SAP). Primary spending increased 
by 9.3% y-o-y at P31.5-B and interest payments rose by 
16.5% to P59.4-B, mainly driven by the interest paid in 
advance for global bonds.

The full-year deficit will likely double the YTD shortfall to 
some P1.4-T.

August Inflation Eases to 2.4% from 2.7% in July
Headline inflation eased to 2.4% (y-o-y) in August from 
2.7% a month earlier. The inflation print came much lower 
than market expectations, a repeat of the July rate. Lower 
(heavy-weighted) food and steady transport prices pulled 
the index down, 0.2% lower than in July. Core inflation 
(which excludes volatile food and energy prices) also 
decelerated to a 3.1% pace from 3.3% in the previous 
month. YTD, the inflation rate remained at an average of 
2.5%.

Inflation Year-on-Year Growth Rates Jul 2020 Aug 2020 YTD

All items 2.7% 2.4% 2.5%

Food and Non-Alcoholic Beverages 2.4% 1.8% 2.5%

Alcoholic Beverages and Tobacco 19.3% 17.7% 18.4%

Housing, Water, Elec, Gas, & Other Fuels 0.8% 0.9% 1.0%

Health 6.3% 6.3% 0.8%

Transport 2.4% -0.2% 1.2%

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

Source of Basic Data: Philippine Statistics Authority (PSA)

Figure 3 - Inflation Rates, Year-on-Year
Inflation Eased to 2.4%, Lower than Market Expectations

Figure 2 - NG Expenditures Growth Rate, Year-on-Year
COVID-19 Related Expenditures Pushed NG Spending by 10.4%

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

NG Spending Grows Faster than Revenue Collection in 
July
National Government (NG) recorded a fiscal deficit of 
P140.2-B for the month of July or a y-o-y growth of 
86.2%. NG ramped up spending by 10.4% y-o-y for the 
implementation of various COVID-19 rehabilitation and 
recovery measures, while revenue collections dropped 
by 11.2% y-o-y. Thus, year-to-date (YTD) NG deficit hit 
P700.6-B.

Revenue collection reached P234.5-B from P264.1-B a 
year earlier. Bureau of Internal Revenue (BIR) tax take fell 
by 11.8% to P158.9-B or 74.9% of the total tax revenue. 
Cumulatively, it has P1.1-B revenue for the first seven 
months of the year. Bureau of Customs (BOC) raised a 
total of P49.8-B, still lower by 8.8% from P54.6-B a year 
ago. Disruptions in trade and economic activity due to 
the extended lockdowns still bore down on collections. 
Meanwhile, Bureau of the Treasury (BTr) generated a 
total of P7.6-B down by 46.7% y-o-y, primarily due to the 

capacity to adapt to the new economic environment. 
Hence, a subdued outlook among firms persisted in 
August due to the path of quarantine measures.

Official data from PSA that the Volume of Production 
Index (VOPI) dropped by 11.9%, albeit slower than 
12.5% (revised) in June. The same three industry groups 
registered positive growths as in July, led by petroleum 
products (+400%); wood and wood products (+14.4%) 
and chemical products (+0.1%). Industry groups that lost 
the most were transport equipment (-58.5%); machinery 
except electrical (-49.5%) and tobacco products (-41%).

Manufacturing PMI still in contraction pace 
at 47.3 in August.
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Figure 5 - M1, M2, M3 Growth Rates
M3 Growth and Bank Lending Slowed in July

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

Domestic Liquidity Slightly at Slower Pace of 14.5% in 
July
Domestic liquidity (M3) growth expanded at a slower 
pace by 14.5% y-o-y to P13.6-T in July. Broad money (M2), 
likewise, eased to 13.6% from 14.3% in the preceding 
month. Meanwhile, narrow money (M1) posted a slightly 
faster pace expansion of 25.7%. The more lasting effect 
of the reserve requirement reductions carried out in the 
past months has kept the double-digit pace of growth in 
domestic liquidity.

Outstanding commercial bank loans, meanwhile, further 
slowed down to 5.9% in July from 8.2% (revised) in 
June. Weaker corporate sector performance and greater 
risk-aversion of banks continued to constrain domestic 
activity. Bulk of these loans went to real estate activities; 
information & communication; financial & insurance 
activities; electricity, gas, steam & air conditioning supply; 
human health & social work activities and transportation 
& storage.

Growth in net foreign assets (NFA) of monetary authorities 
grew by 23% y-o-y in July from the 15.7% (revised) growth 
in June on the back of the continued increase in gross 
international reserves. We still think that the Bangko 
Sentral ng Pilipinas (BSP) will cut policy rates by 25 bps 
before the end of 2020.

Rice prices continued to decline in August to 1.1% y-o-y 
from -1.2% a month earlier. Other food items like fish 
(2.6% vs 2.8% in July), meat (3.9% vs 4.9%) and vegetables 
(0.1% vs 0.1%) also came down on a month-on-month 
(m-o-m) basis. With people still scared to go public places, 
recreation and culture went from +0.9% y-o-y in July to 
-0.9% y-o-y in August. Price gains in August remained 
unchanged for transport (y-o-y) from the previous month 
(6.3%). While crude oil prices still moved up in August, 
benchmark West Texas Intermediate (WTI) and Brent 
crude oil prices averaged 22.8% and 24.2% m-o-m, albeit 
lower than a year ago to average $42.34/barrel and 
$44.74/barrel, respectively.

Seasonally-adjusted m-o-m inflation turned negative 
at -0.2% from +0.5% a month ago. Thus, the seasonally 
adjusted annualized rate (SAAR) came to -2.4% from 5% in 
July. This suggests that production bottlenecks have eased 
somewhat and the downside may now have the edge.

Source of Basic Data: Bloomberg

Figure 4 - Brent Crude & West Text Intermediate Six-Month Timespread
Weak Demand Pushing Oil Back to Surplus

Exports Gain by 4.8% M-o-M in July, Drops at a Slower 
Pace of -9.6%
Monthly exports gained in July by 4.8% to $5.6-B from 
$5.3-B a month earlier, but still dropped by 9.6% y-o-y, 
albeit an improvement from -12.5% in June. This marks 
the fifth consecutive month of export contraction due to 
the COVID-19 pandemic that has crippled global economic 
activity. Out of 10 top major commodities, eight remained 

Figure 6 - Exports Growth Rates, Year-on-Year
Exports Contracted for the Fifth Consecutive Month

Source of Basic Data: Philippine Statistics Authority (PSA)
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OFW Remittances Sustain Growth to $3.1-B in July
Personal remittances sent by Filipinos working abroad 
(OFWs) grew for the second consecutive month, posting 
an increase of 7.6% y-o-y to $3.1-B in July. Cumulative 
contraction narrowed to 2.4% or $18.7-B for the first seven 
months of the year compared to $19.1-B from a year ago. 
Inflows coming from land-based workers with contracts of 
at least one year made up for the decline of inflows from 
seafarers to hit $2.5-B (+12.6%) in July. Remittances from 
sea-based workers fell by 9.2% to $557.0-M. 

Cash remittances also increased by 7.8% (or $2.8-
B), supported mainly by land-based workers amid 
the ongoing repatriation of sea-based workers. The 
cumulative decline in cash remittances similarly 
decelerated to 2.4% from 4.2% in June. By country 
source, remittances from the U.S., Japan, Singapore, 
Qatar and Taiwan continued to register growth for 
January to July. 

Meanwhile, the peso appreciated by 3.3% y-o-y in July, 
albeit magnified the peso equivalent of remittances 
by 4.1% as in the preceding month. We believe inflow 
of remittances will improve in the coming months as 
OFWs resume to pour in money in preparation for the 
Christmas holidays.

Figure 8- OFW Remittances Growth, Year-on-Year
Remittances Grew for the Second Consecutive Month

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

Figure 7 - Imports of Capital Goods (in Million USD)
Imports Slid by 28% Y-o-Y

Source of Basic Data: Philippine Statistics Authority (PSA)

Capital Goods Imports Pick Up Again from June to July, 
Still Down from 2019
Imports of capital goods rose by 9.8% m-o-m with $2.4-B 
from $2.2-B in June. However, it contracted by 28% y-o-y. 
Major types of imports were still down except for special 
transactions which slowly increased by 5%. 

Capital goods for aircraft, ships & boats dove by 92.4%, 
followed by land transport equipment excluding 
passenger cars & motorized cycle with 68%. Meanwhile, 
other capital good imports softened such as power 
generating & specialized machines (-38.8%); office & EDP 
machine (-15.5%); professional, scientific and controlling 
instruments, photographic equipment & optical goods 
(-7.4%) and telecommunication equipment & electric 

ignition wiring set and other wiring sets used in vehicles, 
aircrafts & ships (-35.9%) and machinery & transport 
equipment (-30.9%).  On the other hand, commodities 
such as mineral products gained by (+52.2%) and cathodes 
and sections of cathodes of refined copper (+21.3%) 
gained.

YTD, exports have fallen by 16.4% to $34.1-B from $40.8-B 
in the same period last year. Manufactured goods had the 
highest share of total exports by major type of goods at 
83.8% ($4.7-B). 

Despite a 2.7% y-o-y decline in shipments to U.S., it 
became the top destination with $1.0-B (18.3%) in July. 
The other top five major export trading partners were 
People’s Republic of China with $908.6-M (16.1%), Japan 
at $811.8-M (14.4%), Hong Kong at $772.0-M (13.7%) and 
Singapore at $329.8-M (5.8%). Notably, exports to China 
and Singapore climbed by 3.1% and 3%, respectively as 
China’s economy headed faster to normalcy.

machinery (-6.8%).

Other types of imports remained in red as mineral fuels, 
lubricants and related materials plunged by 36.2%. 
Consumer goods and raw materials intermediate goods 
dropped by 27.3% and 14.8%, respectively.

As imports remained feeble as a result of the 
underwhelming Q2 GDP growth, the balance of trade 
deficit fell by 48.1% y-o-y to $1.8-B in July.
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Exchange Rates vs USD for Selected Asian Countries
Jul-20 Aug-20 YTD

AUD -1.9% -2.5% -3.9%

CNY -1.0% -1.1% -1.1%

INR -1.1% -0.4% 4.9%

IDR 2.7% 1.1% 5.8%

KRW -0.7% -1.0% 1.3%

MYR -0.2% -1.8% 1.2%

PHP -1.2% -1.2% -3.8%

SGD -0.4% -1.3% 1.0%

THB 0.7% -0.6% 3.5%

Note: Positive changes mean depreciation and negative changes mean 
appreciation against the greenback
Source of Basic Data: Bangko Sentral ng Pilipinas (BSP)

Figure 9 - Dollar-Peso Exchange Rates and Moving Averages
Philippine Peso Ended Strong with P48.53/$ by End of August

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

Peso Appreciates by 1.2% in August Deja Vu
With the U.S. dollar hitting a bottom in August, the 
Philippine peso again appreciated by 1.2% as the 
dollar-peso rate averaged at P48.84/$1 in August from 
P49.47/$1 in July. The peso has trended on a stronger 
note since August 2019. The volatility level measure 
increased to 22.5% from 17.2% last month and we may 
see more volatility and a stronger dollar as U.S. interest 
rates seemed to have bottomed as well.

Philippine peso may start depreciating in September 
as it has closed in on the 30-day moving average (MA)
rate. On the other hand, the spread between the 20-
day MA vs 200-day MA widened suggesting that only 
a decisively strong U.S. dollar and Philippine economy 

could cement the peso’s fragility.

Except for the Indonesian rupiah, regional currencies 
gained on the U.S. dollar. The dollar’s weakness 
emanated from the continuing rise of COVID-19 cases 
in the U.S. and the mixed bag of states that have 
embarked on opening their economies.

Outlook
A slew of recently released economic data, including 
job recovery, slower inflation, sustained growth in OFW 
remittances and milder quarantine restrictions starting 
September 1 have raised hopes of faster economic 
recovery by Q4.

• We should see even better improvements in the 
real sector as more people get back to work amidst 
quarantine constraints have become more focused on 
local hot spots.

• We think inflation has peaked at 2.7% in July given 
that food supplies and overall production head towards 
normalization, while crude oil prices have fallen and 
remained below $40/barrel. Headline inflation will likely 
end full-year at 2.4% (from our earlier 2.5% forecast).

• NG shall ramp up spending, especially on 
infrastructure and health facilities, to inject vitality into 
the weakened economy.

• Manufacturing and exports will continue to improve 
but not at a dramatic pace. Balance of trade deficit will 
start rising on a m-o-m basis.

• The peso may have peaked in early September given 
that the U.S. dollar appears to have bottomed in August 
and the domestic economy’s recovery gain traction.

Philippine peso may start depreciating in 
September as it has closed in on the 30-day 

moving average (MA).
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Philippine 10-year Treasury bond yields tumbled to a record low of 2.56% on August 18th, but rebounded sharply 
back towards 3% thereafter after the National Government (NG) announced a P3.0-T borrowing program in 2021 
apart from a similar (revised upward) amount for 2020, and inflation both locally and in the U.S. spiked in July.  Thus, 
the August figures show more the bullish bond market until then as trading volume in the secondary market still 
exceeded P500.0-B for the 4th time in 2020, while the tender-offer ratio (TOR) rose to 2.316x from 1.739x in July.  

Outlook: Nervousness has gripped the bond markets as the officially reported borrowing program for 2021 has sent 
market players to a deeper review of available liquidity to meet such a huge demand. Besides, they worried about a 
new debt spiral that could get out of control after the pandemic would have subsided. Nonetheless, the more recent 
inflation numbers for PH (2.4% from 2.7% in July) and the return of 10-year U.S. Treasury bond yields to below-0.7% 
may ease these concerns a bit.

 FIXED INCOME SECURITIES

Source: Bureau of the Treasury (BTr)

10-YEAR T-BONDS FALL TO RECORD LOW OF 2.56% IN AUGUST, BUT REBOUNDED MID-MONTH

The Market Call September 2020 

Date
T-Bond/

T-Bill
Offer

(Php B)
Tendered

(Php B)
Accepted

(Php B)
Tendered 
÷ Offered

Ave.
Yield

Change 
bps

24-Aug 91-day 20.000 72.165 20.000 3.608 1.131 -20.4

 182-day 20.000 67.344 20.000 3.367 1.407 -19.8

 364-day 40.000 110.777 40.000 11.477 1.751 -0.7

 364-day 
TAP 10.000 3.933 3.033 0.787   

 35-day 30.000 61.038 30.000 2.035 1.770 8.6 

Subtotal  120.000 315.257 113.033 2.627   

11-Aug 10 year 30.000 54.725 30.000 1.824 2.724 -3.5

25-Aug 20 year 30.000 46.921 0.000 1.564 0.000  
Subtotal  60.000 101.646 30.000 1.694   

All 
Auctions  180.000 416.903 143.033 2.316   

Figure 11 - U.S. vs Phillipine Government Bond Yield, 10-Year

Figure 12 - Job Recovery in the U.S.
Good Job Recovery Trend in the U.S.

Figure 10 - United States Government Bond Yield, 3-Month vs 10-Year

Source: Trading Economics

Source: Trading Economics
Sources: U.S. Bureau of Economic Analysis (BEA), U.S. Department of Commerce
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GS Auctions: Demand Remains Strong but More on 
Shorter Tenors
After the Bureau of the Treasury (BTr) successfully raised 
P516.3-B from its 5-year Progresso Bonds or RTB-24, it 
returned to its normal four-times auction in treasury bills 
(T-bills) with an additional of two-times of 35-day and 
364-day TAP facility. Elevated demand for bonds remained 
amidst the surge of number of COVID-19 in the country. 
Total tendered for August eased by 39.3% from P686.5-B to 
P416.9-B due to the huge RTB-24 issue. However tender-
offer ratio (TOR) climbed to 2.316x from 1.729x a month 
ago.

Yields for T-bills fell for all tenors as 91-day T-bills fetched 
1.131%, shedding 20.4 bps from 1.335% in July. 182-day 
and 364-day T-bills also sank by 19.8 bps to 1.407% from 
1.605% and -0.7 bps to 1.751% from 1.758%, respectively. 
TOR for T-bills tumbled by 32.9% to 2.627x from 3.913x a 
month ago despite the additional 35-day tenor and 364-
day TAP facility issued. 

Meanwhile, BTr issued 10-year treasury bonds (T-bonds) 
with yields easing slightly by 3.5 bps to 2.724% from 
2.759%. BTr rejected all bids for the 20-year T-bond 
offering. 

Secondary GS Market: Trading Volume Exceeds P500.0-B 
in August, Fourth Time in 2020
As Metro Manila remained on general community 
quarantine (GCQ), demand slowly picked up again in the 
secondary market. Total trading volume gained by 17.9% 
month-on-month (m-o-m) to  P559.3-B in August, the 
4th time monthly volume exceeded P500.0-B this year. 
Meanwhile, it sank by 15.9% year-on-year (y-o-y), due to 
the high base a year ago.

Yields trended downward in the first half of August, with 

Source: Philippine Dealing Systems (PDS)

Figure 13 - Monthly Total Turnover Value (in Billion Pesos)
Secondary GS Volume Contracted by 17.9%

Source: Philippine Dealing Systems (PDS)

Source: Philippine Dealing Systems (PDS)

Figure 14 - GS Benchmark Bond Yield Curves
Flatter Curve for Longer Tenor, while Short-Term Dove Further

Figure 15 - 91-day T-bill and 10-year T-bond Daily Yields 
Spreads Widened by 1.5 bps in August

10-year T-bonds falling to a record low of 2.57% on August 
18. However, they moved up sharply as BTr announced a 
P3.0-T borrowing program for 2021 and U.S. inflation rate 
for July remained high at 0.6% (m-o-m, seasonally adjusted).

The biggest (upward) moves occurred in the belly (3-year 
to 7-year) where yields moved up from 6.2 bps to 10.1 
bps. Demand shifted to short-term tenors (3-months and 
6-months) where yields continued to dive by 22.6 bps to 
1.203% from 1.429% and 16.6 bps to 1.440% from 1.606%. 
10-year yields inched up by a tiny 2.2 bps to 2.797%. The 20-
year tenor showed a paltry slide of 1.2 bps to 3.520% 

The spread between 10-year and 2-year bond yields 
narrowed by 5 bps to 68 bps from 73 bps a month ago.
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Sources: Bloomberg, First Metro Investment Corporation (FMIC)

Figure 17 - ROPs Daily Yields
All Yields Moved Upward as Equivalent U.S. Treasury Fell

quarterly.

• Double Dragon successfully listed its $75.0-B, 5-year 
bond issuance in the Singapore Exchange Securities 
Trading Limited.

ROPs: Yields Rise, but Spread for 10-Year Narrows
Job creation in the U.S. slowed in July to 1.4-M 
(reported in August) but inflation exceeded market 
expectations to hit 0.6% in July replicating the pace 
a month earlier that drove U.S. Treasury bond yields 
higher in the second half of August. In response, the 
Republic of the Philippines’ sovereign U.S. dollar-
denominated bond (ROPs) yields climbed much more 
than yields of equivalent U.S. treasury for all tenors. 

ROP-21 and ROP-40 increased sharply by 37.1 bps to 
1.006% from its lowest 0.635% and 34.8 bps to 2.776% 
to 2.428%, respectively. On the other hand, ROP-30 
yields eased by 5.5 bps to 1.697% from 1.752%.  The 
equivalent U.S. treasury bond yields show upward 
movement as 10-year and 20-year surged by 13 bps to 
0.68% from 0.55% and 22 bps to 1.20% from 0.98%. 
These movements marked the first ascent of yields for 
the year. 

The spread between ROPs and U.S. treasuries widened 
for 1-year and 20-year papers by 88.6 bps from 52.5 bps 
and by 157.6 bps from 144.8 bps in July, respectively.
While for the 10-year tenor, the spread contracted by 
8.5 bps to 101.7 bps from 120.2 bps a month ago. 

Except for 10-year, the spread between 
ROPs and U.S. treasuries widened for 1-year 

and 20-year papers by 88.6 bps and 157.6 
bps, respectively.

Figure 16 - Total Corporate Trading Volume (in Billion Pesos) 
Supply of Corporate Issuances Softened in August

Source: Philippine Dealing Systems (PDS)

Corporate Bonds: Trading Slows in August
Corporate trading returned to a milder volume of P6.1-B 
after the 2020 high of P12.3-B a month ago. It also 
plunged by 14.7% y-o-y. The total volume of the top five 
corporates accumulated to P2.2-B or 36.2% of the total 
corporate bond trading volume. 

Ayala Land Inc. (ALI) retained the top spot with P909.6-M 
volume despite a decline of 12.5% m-o-m. SM Prime 
Holdings, Inc. (SMPH), Ayala Corporation (AC), SM 
Investments Corporation (SMIC), and SMC Global Power 
Holdings Corporation (SMCGC) snatched the next slots 
among the other top five corporates. SMPH climbed by 
one notch to place second with P565.9-M, followed by 
AC which now at third place at P293.5-M after it issued 
a large sum of debt papers last month. On the fourth 
and last place are SMIC and SMCGC with P238.1-M and 
P197.7-M, respectively.

Corporate trading returned to a milder 
volume of P6.1-B after the 2020 high of 

P12.3-B a month ago.

Corporate Issuances and Disclosures
• Ayala Land Inc. (ALI) will issue a 5-year fixed-rate bond 
with principal amount of P6.25-B and an exchange offer 
for debt holders of its bonds maturing on October 10 
which has a yield of 4.625%. Holders of the October 
2020 bonds will have the option to settle their 
subscription (fully or partially) by exchanging at a ratio 
of 1:1 based on the principal amount of the respective 
bond.

• Bank of the Philippine Islands’ (BPI) CARE bonds has 
exceeded initial targets as subscriptions for the offering 
reached P21.5-B, more than seven times than the 
planned issue size of P3.0-B. The CARE bonds, have a 
tenor of 1.75 years and an interest rate of 3.05% paid 
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ASEAN + 1: Except for Indonesia, Yield Curves Hardly 
Moved
U.S.: Job creation recovered in August when it 
added 3.8-M employed persons, bringing down 
the unemployment rate to 8.4% from 10.2% in July. 
Headline inflation remained elevated at 0.6% (m-o-m. 
seasonally adjusted) in July. Latest data release showed 
inflation to have slowed to 0.4% in August as fuel prices 
stabilized. The real economy appears to strengthen 
from riot-riddled July. 

Manufacturing PMI expanded faster to 53.1 in August 
from 50.9 a month earlier. Housing starts surged by 
22.1% m-o-m in July to an annual rate of 1.5-M units, 

Figure 18 - Comparative Yield Curve Between ASEAN per Tenor

Sources: Asian Development Bank (ADB), Federal Reserve

Figure 17 - ROPs Yield, Month-on-Month Changes (bps)
M-o-M Changes Grew Between 34.8 bps to 37.1 bps

Sources: Bloomberg, First Metro Investment Corporation (FMIC)

Spreads between ROPs and US Treasuries (bps)

Date 1-year 10-year 20-year

30-Jun 79.3 123.8 171

31-Jul 52.5 120.2 144.8

01-Aug 88.6 101.7 157.6

exceeding the levels achieved up to November 2019. 
Consumer confidence have slightly improved to 74.1 
compared to 72.5 in July. 

10-year T-bond yields rose from 0.55% to 0.72% (end-
August) and steepened the yield curve with the spread 
between 10-year and 2-year yields rising by 11 bps to 
55 bps.

China: Industrial output increased by 4.8% y-o-y in 
July, the same pace as in June, although overall retail 
sales fell by 1.1% y-o-y. Meanwhile, PMI for China’s 
non-manufacturing sector further inched up to 55.2 
in August vs 54.2 a month earlier. The service sector 
accelerated its pace of recovery with big gains in sub-
index for business activities, driven by transportation 
and telecommunications sectors. Also, Manufacturing 
PMI, while above 50 (or expanding), eased slightly to 
51 from 51.1 in July. Although the manufacturing sector 
appears on the mend, analysts project China’s GDP to 
grow just 2% in 2020. 

Furthermore, the unemployment rate remained at 5.7% 
while weak consumer spending pulled the inflation rate 
to 2.4% y-o-y from 2.7% a month ago. Easing prices of 
food (11.2% in August vs 13.2% in July), health (1.5% 
vs 1.6%) and transportation (-3.9% vs -4.4%) drove the 
inflation rate lower in August. 

Spread between the 10-year and the 2-year contracted 
by 16 bps to 41 bps from 57 bps, as the rise in 2-year 
yields by 38.6 bps far outstripped those for the 10-year 
yields.

Indonesia: IHS Markit Manufacturing PMI in Indonesia 
improved to 50.8 in August from 46.9 last July. This 
indicates business operation slowly recovering amid 
easing of COVID-19 restrictions, with both output and 
new orders increasing at the fastest rates. 

Exports fell sharply by 9.9% y-o-y to $13.7-B in July 
from $15.4-B a year ago. Lower sales in both non-oil 
(-5.9%) and oil & gas products (-49.7%) dealt the big 
blows to exports. Meanwhile, imports sank by 32.5% 
y-o-y to $10.5-B led by the plunge in oil and gas imports 
(-45.2%). Thus, a trade surplus of $3.3-B emerged in 
July. 

Indonesia’s inflation rate hit a 20-year low in August, 
slowing to 1.32%. Prices fell faster in both transport 
(-0.13% in August vs 0.71% in July) and information, 
communication & financial services (-0.24% vs -0.31%). 
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Sources: Asian Development Bank (ADB), The Economist & UA&P
*1-year yields are used for PH because 2-year 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 and 2-Year Spread 
(bps)

Spread 
Change 

(bps)

Latest 
Policy 
Rate

Real Policy 
Rate

Jul-20 Aug-20

U.S. 0.13 0.68 0.7 (0.02) 44 55 11 0.12 -0.58

PRC 2.69 3.11 3.6 (0.49) 57 41 (16) 2.95 -0.65

Indonesia 4.60 7.00 2.2 4.80 203 240 37 4.00 1.80

Malaysia 1.75 2.65 -1.1 3.75 70 90 20 1.75 2.85

Thailand 0.63 1.42 -0.7 2.12 76 79 3 0.50 1.20

Philippines 2.12 2.80 2.5 0.60 73 68 (5) 2.25 -0.25

$6.1-B.

Malaysian ringgit (MYR) may strengthen in tandem 
with the robust recovery in China. Economists seem 
divided over another overnight policy rate (OPR) cut in 
Q4, as Bank Negara Malaysia has already reduced OPR 
four times (total of 125 bps) this year, bringing it to 
1.75% in July 2020. 

The 10-year and 2-year yields spread widened by 20 
bps to 90 bps by end-August.

Thailand: Consumer prices declined by -0.50% y-o-y 
in August after a -0.98% drop in July. Transportation 
cost eased (-4.5% in August vs -5.2% in July), while 
food prices rose by 1.62% from 0.55%. The commerce 
ministry forecasted annual headline inflation to fall 
between -0.7% to -1.5%. Furthermore, GDP may  
contract between 7.6%-8.6% this year. 

Thailand’s trade surplus rose to $3.3-B in July from 
$0.2-B a year ago, as exports dropped by 11.3% to 
$18.8-B, while imports dove faster by 26.3% to $15.4-
B. 

Bank of Thailand (BOT) projected foreign tourist 
arrivals of 6.7-M this year and 12.0-M next year. 
This will result in a 0.5% cut in Thailand’s GDP 
growth. Still, Thailand had not received any foreign 
tourists for the past four months. BOT continued to 
monitor commercial banks on how they respond 
after allowing them to reduce their contribution to 
the Financial Institutions Development Fund (FIDF). 
BOT had mandated to concretize their plans to ease 
the pain for SMEs and consumers by cutting fees for 
cash payments, cutting interest rates or reducing 
other charges. Despite the huge negative impact 
of COVID-19, banks remained robust with capital 

But prices likewise eased in food, drinks & tobacco 
(0.79%), food services & restaurant (2.45%) and 
recreation, sports, & culture (1.16%). In addition, the 
consumer confidence index rose by 0.7 points to 86.9 in 
August from 86.2 last month. 

The government has spent some 34% of the $46.8-B 
budget for the COVID-19 response not only to stimulate 
the economy, but also to strengthen Indonesia’s 
healthcare system. 

Bank Indonesia (BI) retained its policy rate (7-day repo 
rate) at 4% to help insulate its economy from global 
economic pressures. 

Despite decelerating inflation, the spread between 10-
year and 2-year yields increased by 37 bps to 240 bps 
from 203 bps.

Malaysia: Consumer prices fell again by 1.3% in July, 
albeit milder than the 1.9% drop in June, the fifth 
straight month of deflation since the outbreak of the 
COVID-19 crisis. Prices continued to fall for transport 
(-10.3% in July vs -14.3% in June) and clothing (-0.6% 
vs -1.1%). Miscellaneous goods & services (2.9 vs 3%) 
also eased slightly, while food prices (1.6% vs 1.4%) 
accelerated. On the other hand, price hikes accelerated 
for education (1.2%), alcoholic beverages & tobacco 
(0.3%) and recreation services & culture (0.7%). 

PMI contracted to 49.3 in August from 50 a month ago, 
as customer demand remained weak both domestically 
and abroad. 

Exports expanded by 3.1% y-o-y to some $22.3-B, driven 
by agricultural goods (+30.4%) and manufactured goods 
(+4.7%). Meanwhile, imports declined by 8.7% y-o-y to 
$16.2-B, resulting in trade surplus bulging by 57.5% to 
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adequacy capital ratio of 19.2%. In addition, BOT sped 
up the THB500.0-B soft loan scheme for SMEs. 

The spread between 10-year and 2-year eased by 3 bps 
to 79 bps. 

Outlook
After 10-year PH local bond yields dropped to an all-
time low in mid-August, these bounced back towards 
3% towards end-August and into early September as the 
market reacted negatively to the National Government’s 
(NG) announcement of P3.0-T borrowing program for 
2021, apart from the P3.0-T (revised upward) this year 
and began pushing up yields.

• While still awaiting better times, the U.S. economy 
continues to recover significant amount of the jobs 
lost in March and April and the economic data 
released in August and early September do suggest the 
rebound gaining some traction. Despite this, 10-year 
U.S. T-bond yields which peaked at 0.74% on August 
27 (vs 0.6% m-o-m for June and July) on fears that 
inflation would continue to rise, however these have 
stayed longer below 0.7% up to mid-September. The 
Fed, besides, have kept their present policy rate of 
0-0.25% projected all through 2022. In short, barring 
a surprising economic recovery, we do not see much 
upside threat from U.S. interest rates.

• In the domestic front, as pointed out earlier (see 
Macroeconomy section, Inflation), we may have seen 
it peak at 2.7% in July with crude oil prices (West Texas 
Intermediate) falling and staying below $40/barrel 
until mid-September and soft futures prices. Food and 
other consumer prices appear to have stabilized or 
fallen as production has improved with more localized 
quarantine protocols and producers have mended 
their supply chains. At worst, we see annual inflation 
falling below our original forecast of 2.5%.

• The local 10-year T-bond benchmark yield may have 
overreacted to the Development Budget Coordination 
Committee (DBCC) release. Perhaps, some negative 
news (e.g. NG borrowing program for Q4) may have 
a knee jerk push up to 3.30% at most, but it should 
provide a buying opportunity at 3.15% to 3.30%. 
Nonetheless, the upward pressure is mitigated by:
(a) the ample liquidity of banks as they have stashed 
money into the Bangko Sentral ng Pilipinas (BSP) 
(under Reverse Repurchase Facility (RRF), Overnight 
Deposit Facility (ODF) and Term Deposit Facility (TDF) 
or RRF-ODF-TDF) which have been rising significantly 

since five months ago and ended August at P1.4-T; 
(b) NG has borrowed most of its requirements 
requirements for 2020 and foresees an additional cash 
hoard of P972.3-B, part of which it will run down in 
2021 to mitigate upward pressure on bond yields and 
(c) milder inflation. Thus given these mitigating factors 
and the 3.30% maximum for 10-year rates, the market 
will likely focus on short to belly. 

• While banks still have P1.4-T under RRF-ODF-TDF, 
BSP’s net financing of NG was only P220.4-B as of 
end-August. They still have leeway to buy more NG 
bonds. BSP will be supportive of the financing of NG 
borrowings while keeping interest low at the same.

• ROPs will likely trade sideways with a slight upward 
bias in yields as foreign analysts, credit rating agencies, 
and investors take a closer look at PH deficits, 
borrowing and a new debt spiral could derail growth.
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Stocks worldwide edged higher to end August with five consecutive months of gains as upbeat reading on 
China’s manufacturing sector added to the positive mood, while PSEi stayed relatively flat with unabated foreign 
selling. MSCI’s broadest Asia-Pacific shares outside Japan touched its highest since March 2018, while the U.S. 
(DJIA) racked up the highest gain of 7.6% month-on-month (m-o-m). Three sectors of the PSEi—Mining & Oil, 
Services, and Industrials—posted robust upticks, but the other three sectors prevented the PSEi from moving 
into positive territory by  end-August. However, in the first full week of September we have seen the PSEi above 
6,000 at least half of the time.

Outlook: While the PSEi may still glide lower close to 5,500 due to the uncertainty of the wider reopening of the 
economy and elevated COVID-19 cases (but not deaths), we think it should stay around 6,000 in Q4 and end the 
year on a more positive note. That translates into our earlier view of 6,500 – 7,000 year-end level as a return to 
profitability emerges for Q3 and foreign selling subsides.

  EQUITY MARKETS

While the correlation (coefficient) between DJIA and 
PSEi improved to +0.5 in August from -0.8 a month ear-
lier, DJIA continued its upward path, while PSEi tended 
to ease, sinking below 6,000 for most of the month.  
DJIA gained deja vu and wrapped its best August in 
more than 30 years. Improving labor data and the Fed’s 
extended loose monetary policy fueled optimism on 
Wall Street even as the wait continues for a coronavirus 
vaccine and full economic recovery. The Fed’s commit-
ment on inflation provided a risk-on sentiment for Asian 
markets. 

On the other hand, PSEi pushed past 6,000 mid-Au-
gust as investors looked forward to possible easing 
of lockdown restrictions after the modified enhanced 
community quarantine (MECQ). However, lack of strong 
catalysts and  rising COVID-19 cases brought back the 
market to 5,700-5,900. Dubbed as the “ghost month” or 
a period of bad luck, August did not promise big moves

Sources: Bloomberg and Yahoo Finance

PSEi Pauses in August, But Gains Ground in Early September

Sources: Bloomberg & Yahoo Finance

Global Equities Markets Performances

Region Country Index
Aug

M-o-M 
change

2020 
change

Americas US DJIA 7.6% -0.4%

Europe Germany DAX 5.1% -2.3%

 London FTSE 101 1.1% -20.9%

East Asia Hong Kong HSI 2.4% -10.7%

 Shanghai SSEC 2.6% 11.3%

 Japan NIKKEI 6.6% -2.2%

 South Korea KOSPI 3.4% 5.8%

Asia-Pacific Australia S&P/ASX 200 2.2% -9.3%

Southeast 

Asia
Indonesia JCI 1.7% -16.8%

 Malaysia KLSE -4.9% -4.0%

 Thailand SET -1.3% -17.0%

  Philippines PSEi -0.7% -24.7%

Sources: Wall Street Journal, Bloomberg

The Market Call September 2020 

Figure 19 - PSEI and DJIA
Correlation Improved to +0.5 in August from -0.8 in July

DJIA held on to its upward trend as the Fed committed 
to aim inflation at 2% on average for the long-term, 
foreshadowing U.S. interest rates will stay lower for 
longer. Japan’s NIKKEI climbed by more than 6% m-o-m 
buoyed by news that Warren Buffett’s Berkshire Ha-
thaway had bought more than 5% stakes in each of the 
five leading Japanese trading companies. Meanwhile, 
Southeast Asian markets closed mix as KLSE, SET and 
PSEi slid by 4.9%, 1.3% and 0.7% respectively. Year-
to-date (YTD), SSEC and KOSPI once again surged by 
10.1% and 6.9%, respectively.
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Source of Basic Data: PSE Quotation Reports

Monthly Sectoral Performance

30-Jul-20 28-Aug-20 2020 
YTDSector Index % Change Index % Change

PSEi 5,928.45 -4.5% 5,884.18 -0.7% -24.7%

Financial 1,139.13 -7.7% 1,129.70 -0.8% -39.4%

Industrial 7,472.09 -3.0% 7,791.26 4.3% -19.1%

Holdings 6,151.38 -4.7% 6,099.90 -0.8% -19.6%

Property 2,913.03 -4.5% 2,710.60 -6.9% -34.7%

Services 1,379.39 -1.7% 1,482.93 7.5% -3.1%

Mining and Oil 5,489.77 5.4% 6,005.07 9.4% -25.8%

The Financial sector reached new lows in August and 
ended with a downtrend. The sector traded lower 
within 1,100-1,150, too feeble to move out of negative 
territory, albeit by a minimal 0.8%. Security Bank Corpo-
ration (SECB) surfaced as the lone bright spot with a

Figure 20 - Net Foreign Selling vs PSEi (in PHP ‘000)
Slightly Higher Correlation of +0.5

Company Symbol 30/7/20 
Close

28/8/20 
Close % Change 2020 YTD

Metrobank MBT 34.25 33.50 -2.2% -58.6%

BDO Unibank, Inc. BDO 88.00 86.00 -2.3% -34.3%

Bank of the Philippine Islands BPI 68.20 67.00 -1.8% -28.7%

Security Bank Corporation SECB 92.00 97.00 5.4% -37.4%

Source of Basic Data: PSE Quotation Reports

Source of Basic Data: PSE Quotation Reports

Figure 21 - E/P vs PH 10-Year Yield Spread
Higher Spread Means PSEi is Attractive, Presently Above 2σ

Source of Basic Data: Bloomberg

PSEi lost steam for the second consecutive 
month and slipped by a 0.7%, slower than 

July’s -4.5%

The Bangko Sentral ng Pilipinas (BSP) has kept a close 
eye on the PH economy to ensure that no systemic risks 
emerge, especially with the P1.3-T pumped into the 
local markets in recent months. 

PSEi lost steam for the second consecutive month and 
slipped by a minimal 0.7%, albeit slower than July’s 
-4.5%. Local equities matched the weak economic real-
ity of Q2 compared to overseas bourses that traded at 
all-time highs. Investors seemed pessimistic about the 
pace of economic recovery with COVID-19 infections 
still on the rise and unexpectedly poor Q2 GDP record. 
This time around, the Services and Industrial sectors 
joined Mining & Oil in the green with growths of 7.5% 
and 4.3%, respectively, while the latter extended its 
rally by 9.4%. The remaining sectors joined the red flag 
movement. 

Net foreign selling and PSEi continued to converge 
paths in August as seen in the graph with a slightly 
high correlation of +0.5 between the two. The country 
joined peers in the region that have suffered from per-
sistent foreign selling in recent months. 

Figure 22 - Financial Sector Index (Jun 2020 - Aug 2020)
Financials Hit 1,100-1,150, Ended With a Downtrend

Source of Basic Data: Bloomberg
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Company Symbol 30/7/20 
Close

28/8/20 
Close % Change 2020 YTD

Meralco MER 265.00 269.00 1.5% -29.2%

Aboitiz Power AP 25.65 26.65 3.9% -24.1%

Jollibee Foods Corporation JFC 135.00 135.10 0.1% -53.7%

First Gen Corporation FGEN 26.95 24.35 -9.6% 21.9%

Universal Robina Corporation URC 122.40 137.80 12.6% 8.5%

Petron Corporation PCOR 3.11 3.04 -2.3% -60.6%

Source of Basic Data: PSE Quotation Reports

Figure 23 - Industrial Sector Index (Jun 2020 - Aug 2020)
Sector Sustained Trading at 7,800 

Source of Basic Data: PSE Quotation Reports

5.4% increase. Previous report of a 7.9% year-on-year 
(y-o-y) growth in Q2-2020 core net income to P2.8-B 
finally took hold. The earnings result arose from a com-
bination of net interest growth and more opportunistic 
trading gains.

Bank of the Philippine Islands (BPI) dropped by 1.8% 
despite raising P21.5-B from its maiden COVID Action 
Response (CARE) Bonds, which exceeded the target by 
over seven times. CARE Bonds will allow BPI to further 
increase its lending to micro, small and medium enter-
prises (MSMEs). 

Metrobank’s (MBT) share price eased by 2.2%, still on 
the back of its Q2 core net income fall to P3.0-B. MBT has 
embarked on an early, fast build-up of loss provisions to 
ensure readiness consistent with its conservative busi-
ness strategy. In the meantime, MBT advised clients to 
utilize the bank’s digital platforms for their transactions. 

BDO Unibank, Inc. (BDO) renewed its downward slide 
by 2.3%. Philippine Competition Commission (PCC) 
approved the sale of 88.8% of total outstanding capital 
stock of BDO Leasing and Finance Inc. and its subsidiary, 
BDO Capital & Investment Corporation to third-party 
investors. In other news, BDO declared cash dividends for 
payment in Q3 amounting to a minute P0.30 per share, 
as it aimed to preserve cash amidst the pandemic.  

Gainers outnumbered losers and supported the Indus-
trial sector to grow 4.3% in value. The sector opened 
the month hiking from the downward trend of July, 
managed to breach 7,800 and stayed there for most of 
the month. Universal Robina Corporation (URC) rallied 
the most among constituent stocks as it surged by 
12.6% (+8.5% YTD). Meanwhile, First Gen Corporation 
(FGEN) and Petron Corporation (PCOR) retreated the 
most, falling by 9.6% and 2.3%, respectively. 

URC enjoyed gains on the back of the stronger than 
expected earnings growth of 37.8% y-o-y in Q2 to 
P4.1-B. Investors flocked to URC due to the resiliency 
of the firm being a manufacturer of consumer staples. 
We think that URC can hold onto early gains well into 
next two to three years buoyed by newfound snacking 
habits at home, coupled with its relentless focus on its 
new product offerings. 

Aboitiz Power (AP) followed suit and rose by 3.9%. 
AP has remitted P508.2-M of its energization fund to 
local government units (LGUs) to help them battle 
COVID-19 and fast-track electrification projects. AP’s 
geothermal power plant facilities in Laguna, Albay and 
Quezon also remained operational with strict health 
and safety protocols.

Meralco (MER) picked up by 1.5%, although the 
Energy Regulatory Commission (ERC) fined MER on 
the alleged failure to follow quarantine billing guide-
lines for utilities. Nonetheless, MER offered a total of 
P101.0-M aid to shoulder a portion of electricity bills 
paid by lifeline consumers or those who consume 100 
kilowatt-hours or less of electricity.
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Figure 24 - Holdings Sector Index (Jun 2020 - Aug 2020)
Three Constituent Stocks Declined, Sector Shed Off 0.8%

Source of Basic Data: PSE Quotation Reports

Company Symbol 30/7/20 
Close

28/8/20 
Close % Change 2020 

YTD

Ayala Corporation AC 726.50 733.50 1.0% -18.5%

Metro Pacific Investments 

Corporation
MPI 3.12 3.36 7.7% -27.6%

SM Investments Corporation SM 890.00 850.00 -4.5% -7.4%

DMC Holdings, Inc. DMC 3.55 4.00 12.7% -68.7%

Aboitiz Equity Ventures AEV 48.05 48.00 -0.1% -12.7%

GT Capital Holdings, Inc. GTCAP 439.00 400.00 -8.9% -59.0%

San Miguel Corporation SMC 99.00 101.50 2.5% -31.0%

Alliance Global Group, Inc. AGI 5.70 6.18 8.4% -48.1%

LT Group Inc. LTG 7.50 8.42 12.3% -49.3%

JG Summit Holdings, Inc.. JGS 62.45 64.30 3.0% 15.4%

Source of Basic Data: PSE Quotation Reports

Despite seven out of 10 constituent stocks of the sector 
advancing in August, the Holdings sector shed off 0.8% 
in value. As evident, the sector experienced a moun-
tainous trek – it peaked mid-August before heading 
downhill during the last weeks. DMC Holdings, Inc. 
led index gainers with a 12.7% upswing. Meanwhile, 
Aboitiz Equity Ventures (AEV), SM Investments Corpora-
tion (SM) and GT Capital Holdings, Inc. (GTCAP) shares 
dropped. 

DMC’s led index gainers on positive news that DMC’s 
mining unit reported a 25% increase in its nickel exports 
in H1-2020 to 853,197 wet metric tons (WMT) with 
the resumption of mining operations in its Zambales 
mine. DMC’s construction firm, D.M. Consunji, Inc. 
also reported a strong book order in the same period 
with the bulk of contracts being infrastructure projects. 
Lastly, DMCI Homes has moved ahead with residential 
developments as it remains bullish about the property 
market.

Not far behind, LT Group, Inc. (LTG) rose by 12.3%, rid-
ing on its H1-2020 core net income jump by 8.9% y-o-y 
to P10.0-B. Cigarette sales, which accounted for 82% 
of its entire income, attributed its increase in the share 
of premium Marlboro, as well as price increases imple-
mented in late August 2019.

Also on the uptrend, Alliance Global Group, Inc. 
(AGI) registered an uptick of 8.4% as AGI unveiled its 
COVID-19 recovery program to perk up various busi-
nesses and ensure quick recovery. Emperador Inc.’s 
(EMP) inclusion in the 30-member benchmark PSEi in-
dex and its plan to expand to Latin America also boost-
ed the group’s stock price. 

Metro Pacific Investments Corporation (MPI) also land-
ed on the green, rising by 7.7%. MPI claimed that it has 

Jollibee Foods Corporation (JFC) ended August with a 
minor uptick of 0.1%. JFC sees that its foreign business 
will grow faster than its local operations as the fast 
food giant revealed that some 255 company-owned 
stores will be closed under its Business Transformation 
Program. JFC’s business building efforts include opening 
cloud kitchens, introducing improvement in its delivery 
systems and opening new stores at selected locations in 
North America, Malaysia, and China. 

Petron Corporation (PCOR) lost 2.3% in value as a result 
of the core net loss in Q2 and H1-2020. PCOR resumed 
operations of its 180,000 barrels per day refining facility 
in Limay, Bataan on September 1. PCOR counts on its 
refinery to provide its competitive advantage for recov-
ery in the deregulated downstream petroleum industry.

First Gen Corporation (FGEN) tumbled by 9.6%, albeit 
still glimmered YTD by 21.9%. The limited gas produc-
tion at the Malampaya field has prompted a fuel shift 
of the country’s gas-fired power plants, which may 
consequently trigger hikes in electricity rates. Mean-
while, FGEN aims to complete its offshore LNG (lique-
fied natural gas) terminal in January 2022 with target 
commercial operations by April of the same year. 

JFC sees that its foreign business will grow 
faster than its local operations.
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enough cash to cushion itself from the impact of the 
COVID-19 pandemic. The firm was well-funded due to
the P30.1 sell-down of interest in its hospital business 
at the end of 2019 and the sale earlier this year of a 
19.2% interest in the LRT-1 project for P3.0-B. MPI is 
continuing with its construction projects to help restart 
the economy.

JG Summit Holdings, Inc. (JGS) made it to the green 
mark both m-o-m (3%) and YTD (15.4%). JGS benefited 
from strong contributions in H1-2020 from the robust 
growth in Robinsons Bank Corporation, single digit 
topline growth of URC (see previous section) and higher 
dividends from PLDT. Thus, JGS remain resilient due 
to its diversified portfolio, as well as the strength of its 
balance sheet and flexibility to quickly adapt to the new 
normal and respond to changing consumer needs. 

San Miguel Corporation (SMC) managed to gain by 2.5% 
as a few of its businesses seek to either continue ex-
isting projects or explore new ventures. These include 
SMC’s finalization of the Pasig River expressway and 
Quezon-Bicol tollway projects and its power unit’s plans 
to invest in battery energy storage systems. 

SM Investments Corporation’s (SM) share price stum-
bled by 4.5% as an effect of the core net loss it record-
ed in Q2 (-133% y-o-y to P1.9-B losses). The stock price 
headed south as investors extrapolated these results 
into the future, given that SM portfolio’s reliance on 
industries hit hard by the pandemic.

GT Capital Holdings, Inc. (GTCAP) led index laggards as 
automobile sales of Toyota Motor Philippines (TMP) 
clipped TMP earnings to P1.0-B in Q2. Nonetheless, 
TMP’s car sales has began to stabilize as it continued 
to rise through June and July. TMP sold 7,485 (+208% 
m-o-m) and 8,838 (+18%) units in those months, re-
spectively. Meanwhile, 8,044 units were sold in August. 

Company Symbol 30/7/20 
Close

28/8/20 
Close % Change 2020 

YTD

Ayala Land, Inc. ALI 33.30 28.80 -13.5% -29.1%

SM Prime Holdings, Inc. SMPH 30.00 29.20 -2.7% -18.4%

Robinsons Land Corporation RLC 15.38 14.62 -4.9% -27.4%

Megaworld Corporation MEG 3.00 2.91 -3.0% -38.7%

Figure 25 - Property Sector Index (Jun 2020 - Aug 2020)
Property Sector Went on a Downward Spiral

Source of Basic Data: PSE Quotation Reports

Property sector extended its losses with a decline of 
6.9%, the worst sectoral performance in PSEi as all 
stocks suffered setbacks. The sector staggered to climb 
upwards until mid-August, but ultimately spiraled 
downwards until the end of the month. 

Property sector extended its losses with a de-
cline of 6.9%, the worst sectoral performance 

in PSEi.

SM Prime Holdings, Inc. (SMPH) fell the least by 2.7% 
due to earlier reports that SMPH’s earnings in Q2 were 
more than halved (-79.9% y-o-y to P2.1-B) on mall 
closures. SMPH took a big hit among property stocks 
due to curfew during the MECQ until mid-August which 
limited store hours at shopping malls. The company has 
leased out some of its parking lots for longer-term car 
storage as people stay at home and prefer to buy things 
online.

Megaworld (MEG) slipped by 3% in August, although 
MEG assured investors that its core net income drop in 
Q2 (-57.5% y-o-y to P1.9-B) and H1-2020 (-34.9% y-o-y 
to P5.4-B) proved better than anticipated as business 
processing outsourcing (BPO) companies helped shield 
MEG from the full impact of the pandemic. MEG aims 
to launch 110,000 square meters (sq.m.) of leasable 
office space this year to strengthen its revenue streams. 

Robinsons Land Corporation (RLC) dipped by 4.9% 
as an effect of the 76.1% y-o-y decline of earnings to 
P520.0-M. Even with the full impact of the community 
quarantines in Q2, RLC’s business units managed to 
show positive EBITDA which gives optimism for a recov-
ery in the making. RLC also launched RPersonal Shopper 
and RDelivery online applications to bring Robinsons 
malls closer to customers’ doorsteps. 

Source of Basic Data: PSE Quotation Reports
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Figure 27 - Services Sector Index (May 2020 - July 2020)
All Constituent Stocks Pushed Services to the Green

Source of Basic Data: PSE Quotation Reports

The Services sector jumped to positive territory and im-
proved by 7.5% as all stocks managed to eke out gains. 
The sector smoothly ascended in the first week of 
August, but encountered some volatility, though did not 
keep it from getting back to the green. Active trading 
among major telco players namely, Philippine Long Dis-
tance Telephone Co. (TEL) and Globe Telecom (GLO), is 
the closest to a tech play in the PSEi. These firms stand 
at the forefront of the digitalization movement under 
the new normal.

Robinson’s Retail Holdings, Inc. (RRHI) gained the most 
by 13.5%, albeit emerged as the lone dark spot YTD 
(-12.4%). RRHI will be reallocating P325.0-M from the 
proceeds of its initial public offering (IPO) to settle bank 
loans and to acquire and maintain information technol-
ogy assets. It aims to strengthen the financial condition 
of the company amid the pandemic.

Puregold Price Club, Inc.’s (PGOLD) share price rose by 
12.5% on robust performances of its Q2 and H1-2020 
core net income. PGOLD reached its new 52-week high 

Company Symbol 30/7/20 
Close

28/8/20 
Close % Change 2020 

YTD

Philippine  Long Distance Tel. Co. TEL 1,340.00 1,479.00 10.4% 31.5%

Globe Telecom GLO 2,064.00 2,088.00 1.2% 9.9%

Robinsons Retail Holdings, Inc. RRHI 61.75 70.10 13.5% -12.4%

Puregold Price Club Inc. PGOLD 48.00 54.00 12.5% 25.6%

International Container Termi-

nal Services Inc.
ICT 96.50 105.00 8.8% 5.0%

Source of Basic Data: PSE Quotation Reports

Active trading among major telco players 
namely, TEL and GLO, is the closest to a tech 

play in the PSEi.

Ayala Land, Inc. (ALI) retracted the most (-13.5%) also 
an effect of the Q2 core net income plunge by 97.5% 
y-o-y to P197.0-M in Q2. ALI recently finished its of-
fering of fixed rate bonds worth P6.3-B on September 
22 which was then listed on September 29. The debt 
papers come as the fifth series of its securities program 
which started in April 2019.

Figure 26 - Mining & Oil Sector Index (Jun 2020 - Aug 2020)
Mining & Oil Extended its Wins

Company Symbol 30/7/20 
Close

28/8/20 
Close % Change 2020 

YTD

Semirara Mining and Power 

Corporation
SCC 9.95 9.42 -5.3% -59.1%

Source of Basic Data: PSE Quotation Reports

Source of Basic Data: PSE Quotation Reports

Mining & Oil extended its wins, rallying the most 
among the sectors. As evident, the sector reached the 
5,800-level in early August and even hit the 6,000-level 
in the last days of the month. Former PSEi constituent 
stocks, such as Nickel Asia (NIKL) and Philex Mining 
(PX), led the gainers with their 25.9% and 15% surges, 
respectively, amidst rising commodity prices. Semir-
ara Mining and Power Corporation (SCC) slowed the 
sector’s growth (-5.3%) due to the 70.9% y-o-y core net 
income fall in Q2 to P1.1-B. SCC has deferred P3.8-B 
worth of capital expenditure projects to next year as 
part of its attempt to stay afloat amid a public health 
crisis. 
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Monthly Turnover (in Million Pesos)

Total Turnover Average Daily Turnover

Sector Value % Change Value % Change

Financial 13,440.05 -19.8% 707.37 -7.1%

Industrial 31,672.26 6.8% 1,666.96 23.7%

Holdings 51,798.18 107.0% 2,726.22 139.7%

Property 31,912.14 69.3% 1,679.59 96.0%

Services 19,377.95 -23.4% 1,019.89 -11.3%

Mining and Oil 5,156.99 53.3% 271.42 77.5%

Total 153,357.56 28.9% 8,071.45 49.3%

Foreign Buying 48,026.26 -13.5% 2,527.70 0.2%

Foreign Selling 60,777.61 -1.3% 3,198.82 14.2%

Net Buying (Selling) (12,751.35) 109.5% (671.12) 142.6%

Source of Basic Data: PSE Quotation Reports

Total Turnover
Surprisingly, PSE turnover rebounded in August, in-
creasing by 28.9%, a rebound from July’s -26.3% with 
most sectors booking significant increases, except for 
Services and Financials. The said sectors traded least, 
which recorded double-digit drops of 23.4% and 19.8%, 
respectively. Meanwhile, turnover for Holdings sector 
soared by 107%, followed by Property (+69.3%) and 
Mining & Oil (+53.3%).

PSE failed to keep foreign investors ashore, as evi-
denced by the huge net outflow of P12.8-B, showing 
renewed weakness, accelerating from P6.1-B a month 
earlier. They emerged again as net sellers for most 
of August due to the lack of strong fresh leads in the 
market. 

of P54 on the back of the P119.4-B net foreign buying 
as investors remain optimistic given the resiliency of the 
nature of its business, bucking the trend of most con-
stituent stocks that are in the red. Improved consumer 
confidence in the second half would further boost 
sentiment towards PGOLD’s shares.

Moving in the same direction, Philippine Long Distance 
Telephone Co. (TEL) moved up by 10.4%, riding on its 
Q2 and H1-2020 core net income hike by 17.7% y-o-y 
to P6.9-B and 12.6% to P13.9-B, respectively. TEL’s core 
wireless, home broadband and enterprise segments 
continue to enrich the digital financial ecosystem in the 
country as the pandemic compelled people and busi-
nesses to redesign life at home or behind the screens.

International Container Terminal Services, Inc. (ICT) 
accelerated by 8.8% despite previously reported weaker 
performances of ICT’s Q2 (-15.9% y-o-y to P2.7-B) and 
H1-2020 core net income (-14.4% y-o-y to P13.9-B). 

Globe Telecom (GLO) went up by 1.2% as it seeks to 
push forward with network expansion plans as GLO’s 
home broadband (or Our Globe At Home business) 
foothold widens. GLO already has spent some P20.9-B 
for its capex in the first half, 10% higher than in 2019. 
Meanwhile, GLO acquired a 67% stake in IT consultancy 
firm Third Pillar Business Applications Inc. (TPBAI)  to 
expand its footprint in cloud computing. 

PSE turnover rebounded in August, increasing 
by 28.9% from July’s -26.3%
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Recent Economic Indicators
NATIONAL INCOME ACCOUNTS, CONSTANT PRICES (In Million Pesos)

2018 2019 1st Quarter 2020 2nd Quarter 2020

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.

A n n u a l 
G.R. Levels Q u a r te r l y 

G.R.
A n n u a l 

G.R.
Production
 Agri, Hunting, Forestry and Fishing 1,762,616  1.1%  1,783,855 1.2%  439,734 -17.5% -0.3%  416,402 -5.2% 1.6%
 Industry Sector  5,582,525  7.3%  5,843,934 4.7%  1,324,022 -19.2% -3.4%  1,151,788 -13.3% -22.9%
 Service Sector  10,920,048  6.7%  11,740,724 7.5%  2,662,284 -13.8% 0.6%  2,586,640 -3.6% -15.8%

Expenditure
Household Final Consumption 13,250,084 5.8%  14,027,192 5.9% 3,316,842 -15.7% 0.2% 2,913,246 -12.1% -15.5%
Government Final Consumption  2,199,637 13.4%  2,410,971 9.6% 562,880 -7.2% 7.0% 854,692 51.7% 22.1%
Capital Formation  4,959,105 11.3%  5,083,657 2.5% 945,438 -32.4% -17.4% 602,037 -35.6% -53.5%
 Exports  5,518,573 11.8%  6,944,546 25.8% 1,328,567 2.3% -4.4% 944,060 -30.0% -37.0%
 Imports  7,662,209 14.6%  7,803,476 1.8% 1,740,617 -11.5% -8.7% 1,198,708 -30.8% -40.0%

GDP  18,265,190  6.3%  19,368,513 6.0% 4,426,040 -15.9% -0.7% 4,154,830 -6.7% -16.5%
NPI  1,947,159 2.0%  1,904,154 -2.2% 462,441 -2.1% -5.9% 362,927 -22.8% -22.0%
GNI 17,825,330 -6.6%  11,618,439 -34.8% 4,888,480 56.6% 78.7% 4,517,756 -8.2% 53.7%

Source: Philippine Statistics Authority (PSA)

NATIONAL GOVERNMENT CASH OPERATION (In Million Pesos)
2018 2019 Jun-2020 Jul-2020

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 2,850,184 15.2% 3,137,498 10.1% 350,977 131.7% 56.5% 234,468 -33.2% -11.2%
Tax 2,565,812 14.0% 2,828,012 10.2% 325,414 124.1% 72.9% 212,263 -34.8% -10.4%
BIR 1,951,850 10.1% 2,175,506 11.5% 282,666 147.0% 106.7% 158,991 -43.8% -11.8%
BoC 593,111 29.4% 630,310 6.3% 42,591 38.5% -14.9% 49,816 17.0% -8.8%
Others 20,851 3.4% 21,006 0.7% 157 - -88.8% 3,456 2,101.3% 143.2%
Non-Tax 284,321 27.8% 308,971 8.7% 25,562 305.9% -28.9% 22,127 -13.4% -18.7%

Expenditures 3,408,443 20.7% 3,797,734 11.4% 349,211 -1.2% 25.4% 374,676 7.3% 10.4%
Allotment to LGUs 575,650 8.6% 617,982 7.4% 62,417 28.3% 34.4% 67,054 44.4% 38.6%
Interest Payments 349,215 12.5% 359,874 3.1% 27,561 50.2% 14.5% 59,384 115.5% 16.5%

Overall Surplus (or Deficit) -558,259 59.2% -660,236 18.3% 1,766 -100.9% -103.3% -140,208 -8,039.3% 86.2%

Source: Bureau of  the Treasury (BTr)

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

2019 Jun-2020 Jul-2020

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

TOTAL           46,285.90           6.0%  3,910.40 -8.7% 9.3%  3,535.40 -14.9% -1.2%
   Residential           14,581.10           7.6%  1,846.20 26.0% 56.2%  1,489.70  12.5% 26.0%
   Commercial           18,172.10           5.6%  1,068.70 -35.1% -26.4%  1,051.50 -33.4% -27.6%
   Industrial           13,006.60           3.1%  954.70 -16.7% 4.8%  951.50 -14.2%  4.5%

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

2018 2019 1st Quarter 2020 2nd Quarter 2020

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

I. CURRENT ACCOUNT
   Balance of Trade -8,877 314.2% -3,386 -62.0% -23 -98.7%  4,382 -570.9%
   Balance of Goods -50,972s 26.8% -49,313 -3.3% -10,295 -16.2% -5,429 -55.2%
      Exports of Goods 51,977 0.3% 53,475 2.9%  11,602 -6.2%  9,094 -33.3%
      Import of Goods 102,949 11.9% 102,788 -0.2%  21,897 -11.2%  14,523 -43.6%
   Balance of Services 11,608 33.5% 12,890 11.0%  2,540 -2.3%  2,660 -19.5%
      Exports of Services 38,397 10.2% 41,030 6.9%  8,958 -6.1%  6,077 -37.5%
      Import of Services 26,789 2.5% 28,140 5.0%  6,418 -7.6%  3,416 -46.7%
   Current Transfers & Others

II. CAPITAL AND FINANCIAL ACCOUNT

   Capital Account 65 -6.3% 85 30.9%  7 -70.8%  8 -61.2%
   Financial Account -9,332 233.5% -7,260 -22.20%  3,785 -172.0%  152 -154.8%
      Direct Investments -5,833 -16.1% -4,376 -25.0% -1,061 1.5% -1,107 52.2%
      Portfolio Investments 1,448 -41.0% -3,486 -340.8%  750 -124.7%  731 -138.8%
      Financial Derivatives -53 5.4% -173 223.7% -74 85.3% -20 -52.2%
      Other Investments -4,894 -379.7% 775 -115.8%  4,171 -467.5%  548 -76.9%

III. NET UNCLASSIFIED ITEMS -2,826 78.0% 3,884 -237.4%  3,733 1561.6% -62 -103.8%

OVERALL BOP POSITION -2,306 167.2% 7,843 -440.2% -68 -101.8%  4,177 321.5%
     Use of Fund Credits
     Short-Term
Memo Items
Change in Commercial Banks -463 -215.7% 1,621 -450.2%  3,902 -6,791.6%  3,275 78.8%
     Net Foreign Assets -476 -210.1% 1,589 -433.7%  3,855 -4,971.5%  3,253 78.0%
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)

2019 Jun-2020 Jul-2020
Average Levels Annual G. R Average Levels Annual G.R. Average Levels Annual G.R.

RESERVE MONEY 3,123,824 2.9% 3,142,280 0.9% 3,129,071 4.7%

Sources:
   Net Foreign Asset of the BSP 4,756,145 5.3%  5,463,741 15.7%  5,831,375 23.0%
   Net Domestic Asset of the BSP 12,189,263 8.7% 13,601,014 13.3%  13,605,892 12.3%

MONEY SUPPLY MEASURES AND COMPONENTS
Money Supply-1 4,027,826 8.6% 4,949,941 25.6%  5,006,091 25.7%
Money Supply-2 11,290,097 6.5% 12,781,458 14.3%  12,754,546 13.6%
Money Supply-3 11,917,168 7.7%    13,560,380 14.9%  13,609,103  14.5%

MONEY MULTIPLIER (M2/RM) 3.62 4.07 4.08 

Source: Bangko Sentral ng Pilipinas (BSP)
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