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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 (September) 2.3% 2.4% 2.5% 5.2% 2.5%

Government Spending (August) 0.4% 10.4% 23.7% 20.7% 11.4%

Gross International Reserves ($B) (August) 99.0 98.6 92.4 79.2 87.8

PHP/USD rate (September) 48.51 48.84 50.05 52.68 51.80

10-year T-bond yield (end-September YTD) 2.98% 2.69% 3.54% 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 appearance of more “green shoots” in the 
economy can push PSEi to higher territory in Q4, 
but this potential hinges on improved earnings, 
better-than-expected GDP growth in Q3 and less 
global political and COVID-19 uncertainties. PSEi 
outperformed most markets in September despite 
continued net foreign selling. Meanwhile, global 
equity benchmarks suffered a dismal month.

 PSEi ended the month in a quiet tone (-0.3%), 
albeit dropping the least among ASEAN and 
East Asian markets.  ▪▪   Three out of six sectors edged 
higher, led by the Industrial sector (+1.4%).  ▪▪    MBT, 
AGI and JFC gained the most, while stocks in the 
Services sector, namely TEL, PGOLD and RRHI 
took the biggest hits.   ▪▪      PSE turnover plunged by 
27.3% in September as four sectors landed in the red.  ▪▪      
Net foreign selling bulged to P14.8-B from P12.8-B 
a month earlier. 

Equities Market
Q3-2020 GDP will decline but in single-digits. We 
expect the industrial sector to lead the nascent 
recovery in the following months as the govern-
ment continues to relax quarantine restrictions. 
The construction sector, powered by infrastructure 
spending and private residential demand should 
lead the upswing, while manufacturing should im-
prove albeit at a slower pace. Inflation will remain 
steady for the next few months and will settle at 
an average of 2.4% in 2020, but will fall below 
2.0% in Q1-2021. Slower money growth, moving 
down from its 15% year-on-year (y-o-y) growth, 
should also provide support. 

 Manufacturing PMI rose above 50 in September, 
the first time since February.  ▪▪   Year-to-date (YTD) 
National Government (NG) deficit hit P740.7-B, Au-
gust spending gains slowed from July.  ▪▪    September 
inflation eased to 2.3% due to lower food prices, 
specially rice, corn and meat.   ▪▪    Domestic liquidity 
growth (M3) eased to 14.2% y-o-y in August from 
14.7%.  ▪▪    The peso remained strong with another 
0.7% appreciation in September.

With the successful NG borrowing which boosted 
its cash position by P1.6-T by August, benchmark 
yields showed a mild downward bias for 10-year 
bond yields. Softer inflation and relatively flat 
U.S. treasury bond yields will add to this trend for 
PH debt papers. Besides, we expect the Bangko 
Sentral ng Pilipinas (BSP) to cut policy rates by 
another 25 bps before the year ends. 

 Demand shifted for T-bills as tender-offer ratio 
(TOR) jumped by 19.6% month-on-month 
(m-o-m).  ▪▪   Secondary GS trading volume fell by 
25.9% m-o-m, the fourth dip in 2020, but still up 
by 29.7% y-o-y.  ▪▪    Yields for all tenors moved 
upward except for 3-month papers which fell by 
3.8 bps to 1.165%.   ▪▪      Trading in corporate bonds 
slid further by 10.9% m-o-m to P5.4-B, but also up by 
9.4% y-o-y.  ▪▪    ROP yields sank as equivalent U.S. 
treasury yields minimally eased, causing spreads 
to narrow. 

3  

8
A shower of good news and less downbeat eco-
nomic data suggest that the economy has surely, 
perhaps slowly, alighted on the recovery mode.
Manufacturing PMI appeared to expand in Septem-
ber, inflation continued to ease to 2.3% in Septem-
ber, while the tax revenues dropped just beyond 
double-digit pace despite the lockdowns support 
this view. We do expect this to gain traction as 
the government has indicated willingness to ease 
COVID-19 induced restrictions in Q4, which should 
result in significantly greater construction and man-
ufacturing activity as we approach the end of this 
dreadful 2020.
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A sprinkling of positive news and less negative economic data suggests that the economy is well past the bottom 
and is slowly gathering momentum. Manufacturing PMI returned to above-50 (expansion) level in September, the 
first time since February. Inflation has eased further to 2.3% year-on-year (y-o-y) in September with little pressure 
on the upside. Tax revenues slumped by only 10.9% in August despite the previously extended lockdowns. Finally, the 
peso retained its strength as the country’s gross international reserves of nearly $100.0-B impressed the financial 
markets.

Outlook: The Industrial sector—construction, manufacturing, and mining—seems poised for more substantial 
gains as the government continues to relax quarantine restrictions. Inflation will remain muted with stable food 
and crude oil prices. Government spending, especially on infrastructure and health facilities and medicines, should 
accelerate for the rest of the year. All these make us believe that the Q3 GDP fall will prove much milder than the 
deep dive in Q2.

The Market Call October 2020 

MACROECONOMY
A Shower of Positive News and Less Negative Data

Manufacturing PMI jumped to 50.1 in 
September from 47.3 in August.

Manufacturing PMI Shows Expansion in September
IHS Markit Manufacturing PMI jumped to 50.1 in September 
from 47.3 in August as operating conditions recovered by the 
end of Q3. New orders rose for the first time since February, 
led by improving customer demand as more parts of the 
economy reopened following the easing of COVID-19 related 
restrictions. However, employment, output and production 
volumes still fell in September. Stronger business sentiment 
lays the groundwork for improved aggregate demand 
over the coming months, but this optimism rests partly on 
people’s attitude towards the pandemic.

Official data from PSA showed that the Volume of Production 
Index (VOPI) dropped by 9.9%, more benign than -14.6% 
(revised) in July. Year-to-date (YTD), the decline averaged 
at 12.5%. Two industry groups’ growth, namely, chemical 
products (+17.1%) and basic metals (+3.9%) landed in the 
green, albeit better than one a month earlier. At least, they 
slowed the downtrend in VOPI, which still saw some huge 
losers, like petroleum products (-96.2%), leather products 
(-60.3%) and printing (-42.3%).

With the easing of restrictions on firms and public 
transportation in mid-September, the rally may gain some 
traction in Q4.

NG August YTD Deficit Hits P740.7-B
August National Government (NG) budget deficit 
expanded to P40.1-B in August, amidst weaker 
spending and brought YTD NG budget fiscal deficit to 
P740.7-B. 

Total revenues for August dropped by 13.1% year-
on-year (y-o-y) to P243.2-B. Veering away from its 
ordinary track, 96% of the revenues came from tax 
revenues, which usually account for only some 90%. 
Bureau of Internal Revenue (BIR) collections dropped 
by 8.6% to P187.9-B, albeit an improvement from 
the 11.8% decrease y-o-y in July. YTD BIR collection 
stood at P1.3-T, 10.3% lower than the same period in 
2019. Bureau of Customs (BOC) had a total tax take 
of P44.4-B, down by 16.9% y-o-y. Also, the Bureau of 
the Treasury (BTr) revenue contracted by 65.3% y-o-y, 
mainly caused by the drop in remittances by PAGCOR, 
the state-owned gaming company. 

Figure 1 - NG Expenditures Growth Rate, Year-on-Year
NG Spending Eased to 0.4% Y-o-Y in August

Source of Basic Data: Bureau of the Treasury (BTr)
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On a seasonally adjusted basis, overall inflation flattened 
on a m-o-m basis. When annualized (SAAR), it got stuck 
at 0%. Notably, half of the time since January, this more 
current metric either went negative or zero.

We think that while y-o-y headline inflation rate may not 
drop much in October and November as crude oil prices 
remain flat, coupled with a low base a year ago. However, 
we expect it to go below 2% at the onset of 2021. Still, 
the year’s average inflation rate will likely stay subdued at 
2.4%.

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

All items 2.4% 2.3% 2.5%

Food and Non-Alcoholic Beverages 1.8% 1.5% 2.4%

Alcoholic Beverages and Tobacco 17.7% 12.9% 17.4%

Housing, Water, Elec, Gas, & Other Fuels 0.9% 1.2% 1.0%

Transport 6.3% 8.3% 1.6%

Recreation & Culture -0.2% -0.5% 1.0%

Education 0.1% 0.9% 2.9%

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 2 - Inflation Rates, Year-on-Year
Lower Food Prices Offset Higher Transportation Costs 

NG spending inched up by 0.4% y-o-y to P283.3-B 
primarily due to the subsidy release to Philippine Health 
Insurance Corporation (PhilHealth) for health insurance 
premiums of indigent beneficiaries enrolled under 
the National Health Insurance Program. On a monthly 
basis, this was recorded to be the lowest NG spending 
since March 2020 or since the COVID-19 outbreak in 
the Philippines. Interest payments climbed by 14.9% to 
P22.5-B due to the coupon payment of the 3-year retail 
treasury bond issued in February and so net of interest NG 
spending slipped by 0.7%.

With the passage of the Bayanihan-2 Act, which allocates 
an additional P165.5-B to finance several government 
programs, NG spending for the rest of the year should be 
on double-digit upward trajectory. The additional budget 
aims to improve health care resources, cash-for-work 
program, agriculture support, assistance to industries 
affected by the pandemic and procurement of coronavirus 
vaccines.  

Inflation Slides to 2.3% Deja Vu in September
Extended fall in heavy-weighted food prices and non-
alcoholic beverages, as well as in recreation & culture 
offset most of the uptick in higher transportation costs 
that resulted headline inflation rate to slip to 2.3% in 
September from 2.4% a month earlier. Despite rebounding 
to 2.7% in July, YTD inflation still averaged at 2.5%, the 
same as in August.

The huge impact of lower food prices may be attributed 
to the y-o-y declines in rice, corn, meat, vegetables, and 
other food products. Rice prices declined by 0.6% y-o-y, 
while vegetables cost 2.9% less than a year ago. Meat 
products, while still showing higher prices in September 
y-o-y, slowed to 2.9% from 4% in August. Notably, 
prices of four out of 11 major food product categories 
remained fairly constant on a month-on-month (m-o-m) 
basis.

International crude oil prices fell from August to 
September as West Texas Intermediate (WTI) and 
Brent averaged at $39.65/barrel and $40.92/barrel, 
respectively. These represented drops of 30.4% and 
34.9%, respectively for the two benchmarks. However, 
because of lags in domestic impact, we instead saw an 
acceleration of transport (especially fuel) prices by 8.3% 
y-o-y from 6.3% just a month earlier.

Inflation rate may not drop much in October 
and November as crude oil prices remain 

flat.
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Figure 3 - M1, M2, M3 Growth Rates
M3 and M2 Growth Still Below 15% Y-o-Y

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

Money Growth Slows in August, Policy Settings Remain 
Unchanged
Domestic liquidity (M3) growth decelerated in August, 
showing a 14.2% y-o-y gain from the revised 14.7% 
expansion recorded in July. Broad money (M2), likewise, 
eased to 13.7% y-o-y from 13.8% a month ago. Narrow 
money (M1) posted a quick-paced 24.8% acceleration. The 
slowing M3 growth in recent months reflects the draining 
of excess liquidity in the financial system by the Bangko 
Sentral ng Pilipinas (BSP) through the weekly term deposit 
facility (TDF) and securities auctions. 

Outstanding commercial bank loans also meekly expanded 
at a slower pace of 4.2% vis-à-vis the 5.9% recorded in the 
preceding month. Weaker corporate sector performance, 
declining loan demand 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 and human health 
and social work activities. On the other hand, loans to key 
sectors such as manufacturing activities and wholesale and 
retail trade and repair of motor vehicles and motorcycles 
declined further in August. 

Growth in net foreign assets (NFA) of monetary authorities 
increased to 17.8% y-o-y in August from the 23.3% 
(revised) growth in July. The Bangko Sentral ng Pilipinas 
(BSP) decided to maintain interest rate on the overnight 
repurchase (RRF) facility at 2.25%, as well as on the 
overnight deposit (1.75%) and lending facilities (2.75%) as 
inflation forecasts show a slightly lower path within the 
government’s target range of 2-4%.

Exports Enter Sixth Month of Negative Growth 
August exports contracted by 18.6% y-o-y to $5.1-B 
compared to -9.1% y-o-y in July squeezed the agriculture 
sector’s lower shipments by 17.2%, specially bananas 
(-19.4%) and other agricultural products (-31.4%). YTD, 
exports tallied at $39.3-B or 16.6% lower than a year ago. 
Of the top 10 export commodities, only two groups gained 
much, namely. Other mineral products (+62.8%) and 
Coconut oil (+13.9%). Meanwhile, eight items still showed 
in the red, led by gold which shrank at a faster pace with 
31.3% followed by electronic products (-20.1%). 

Manufactured goods remained as the largest major type 
of exports goods accounting for 83.4% of total exports 
despite slumping by 17.8%. Destination-wise, shipments 
to Japan rose by 1.4% to push aside the U.S. in August 
from the top spot accounting for 17.3% or $887.4-M of 
total exports. The other top five major export trading 
partners were the U.S. with a share of 14.7%, albeit 
declined by 24.8% to $751.7-M; People’s Republic of China 
with a 14.3% share, down by 23.6% to $732.6-M; Hong 
Kong with a 14.1% share, down by 22.6% to $724.3-M and 
Singapore with a 6.4% share, down by 6.5% to $330.7-M.

With reversion to tighter restrictions in September, we 
should see improvements only starting in October.

Figure 4 - Exports Growth Rates, Year-on-Year
August Exports Down by 18.6% Y-o-Y 

Source of Basic Data: Philippine Statistics Authority (PSA)

August exports marked sixth month of de-
clines as eight out of 10 export commodities 

fell at a faster pace.
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least one year dragged remittances flow by 4.6% to 
P2.1-B, along with the 2.2% decrease ($850.0-M) in 
remittances sent by those with less than one-year 
contracts.

Cash remittances also decreased by 4.1% (or $2.5-B) 
due to reduced inflows from both land- and sea-based 
workers. Cumulative cash remittances amounted to 
$19.3-B (-2.6%). By country source, remittance growth 
from the U.S., Singapore and Malaysia in August 
mitigated the decline.

Meanwhile, peso appreciation (6.3% y-o-y) brought 
down the peso equivalent of remittances by 10.1% 
in August. Although we previously expected the 
upcoming Christmas holidays to maintain the growth 
in remittances over the last two months, job market 
challenges and layoffs abroad continue to threaten this 
positivity.

Figure 6- OFW Remittances Growth, Year-on-Year
Growth Momentum Halted in August

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

Trade Deficit Better in August
Imports of capital goods remained in the red for the 
seventh consecutive month at 27.6% y-o-y to $2.3-B 
from $3.2-B last year. Major types of imports went down, 
except for special transactions which increased by 7.4%.

Nonetheless, capital goods for office and EDP machines 
grew by 5.7% as work-from-home arrangements 
pervaded. Imports of professional, scientific and 
controlling instruments, photographic equipment & 
optical goods plunged the most by 74.1%, while aircraft, 
ships & boats and land transport equipment excluding 
passenger cars & motorized cycle improved but remained 
in negative territory at 58.6% and 45.2%, respectively. 
Surprisingly, despite strong demand for better broadband 
speeds, telecommunication equipment & electric 
machinery still fell by 11.3%. 

Other types of imports such as mineral fuels, lubricants 
and related materials dove by 47.7%. Consumer goods 
and raw and intermediate materials tumbled by 24.6% 
and 8.9%, respectively.

With the slower export movement, the trade deficit for 
August rose by 11.6% m-o-m to to $2.1-B from $1.9-B a 
month earlier.  However, it still narrowed from a year ago 
by 30.9%.

OFW Remittances Falls in August after 2-Month Robust 
Growth
Personal remittances sent by Filipinos working abroad 
(OFWs) declined by 4.2% y-o-y to $2.8-B in August coming 
from a two-month robust growth of 7.6% both for June 
($2.7-B) and July ($3.1-B). YTD levels for the first eight 
months of the year totaled to $21.4-B, albeit 2.6% lower 
than in the same period last year. Inflows coming from 
land- and sea-based workers with contracts locked-in for at 

Peso Retains Appreciation Momentum in September
For the third consecutive month, the Philippine peso 
appreciated further by 0.7% to average P48.51/$1 in 
September from P48.84/$1 in August as the country 
built up its gross international reserves (GIR) to $98.9-
B by end-August. The volatility measures also eased 
to 7.6% from 22.5% as it traded narrowly between 
P48.37/$1 and P48.63/$1, respectively.

With the actual exchange rate overlapping the 30-day 
moving average (MA) rate by end-September, this 
shows that by October, the peso may see its peak. 
A stronger economic recovery will likely put it back 
to a mild depreciation mode even though the actual 
exchange rate remains much below the 200-day MA. 

Figure 5 - Imports of Capital Goods (in Million USD)
Capital Goods Imports Remained Feeble

Source of Basic Data: Philippine Statistics Authority (PSA)
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Exchange Rates vs USD for Selected Asian Countries
Aug-20 Sep-20 YTD

AUD -2.5% -0.5% -4.4%

CNY -1.1% -1.7% -2.8%

INR -0.4% -1.5% 3.4%

IDR 1.1% 0.8% 6.6%

KRW -1.0% -0.7% 0.6%

MYR -1.8% -1.0% 0.2%

PHP -1.2% -0.7% -4.5%

SGD -1.3% -0.3% 0.8%

THB -0.6% 0.4% 3.8%

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

Figure 7 - Dollar-Peso Exchange Rates and Moving Averages
Peso Kept its Strength with P48.51/$ by End of September

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

Outlook
More “green shoots” seem to have sprouted since 
our previous issue, even though we remain cautiously 
optimistic about the near-term.

• The industrial sector’s outlook looks a bit brighter 
as the government has relaxed quarantine restrictions 
on firms’ production and people’s movements.
Manufacturing should continue to improve, although 
at a slow pace, while the construction sector should 
rebound faster as infrastructure work and private 
residential demand pick up pace, especially with 
the enactment of Bayanihan-2 Act. Add to that, the 
Secretary of Finance’s pitched to open the mining 
sector to address joblessness.

• While headline inflation may not fall sharply in 
October and November due to a low base a year ago 
and an elevated crude oil prices, the monthly seasonally 
adjusted movements do show a weakening pace such 
that we expect it to go below 2% by January 2021. The 
full-year average inflation should settle at 2.4% while it 
may still ease further in 2021.

• Money (M2 or M3) growth has remained 
underwhelming as it has kept below 15% y-o-y growth.
Banks appear quite risk-averse and eager to boost their 
cash hoard to face harsh financial realities ahead.

• The peso will likely trade sideways until such time as a 
clearer and more solid economic recovery gain traction.

• All told, a GDP decline of not more than 5% in Q3 (to 
be reported in early November) would indicate a wider 
coverage in the recovery stage.

While the U.S. dollar’s weighted exchange rate index 
bottomed out in early September, the Chinese yuan and 
Indian rupee continued to appreciate. These helped 
strengthen the ASEAN-5 currencies except for the 
Indonesian rupiah and Thailand baht. Indonesia sees 
difficulty towards recovery due to the slow response 
against the COVID-19 pandemic. Meanwhile, Thailand 
has weak domestic demand pummeled by falling 
exports and a battered tourism sector.
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Investors remained intimidated by the huge borrowing plan of the National Government (NG) in 2021. They shifted 
their bond holdings to shorter papers, especially in the 3-month space in both government securities (GS) auc-
tions and the secondary markets. Yields, thus, eased for 91-day Treasury bills (T-bills) by 1 bp and by 3.8 bps in the 
(3-month dated papers) secondary market. They rose most for 182-day T-bills by 19.4 bps to 1.601% in the primary 
market and by 18.3 bps for 10-year papers in the secondary market  Nonetheless, the financial system still appeared 
awash with liquidity as total tender-offer ratio (TOR) for GS auctions jumped to 2.763x from 2.396x a month earlier, 
despite keeping a total of P1.6-T in Bangko Sentral ng Pilipinas’ (BSP) vaults.

Outlook: As we expected, market players had overreacted to the NG borrowing program and thus 10-year bench-
mark yields eased to well below 3% after peaking at 3.093% on September 22. Milder inflation print for September 
provided additional reason for the downward moves, even as food and crude oil prices promise to remain soft. Be-
sides, U.S. treasury bond yields kept fairly flat. More pre-debt-financed spending by NG should add to liquidity as we 
saw NG cash hoard rise by P1.5-T by the end of August, which leads us to see a downward bias of the benchmark 
yield towards 2.6% by year-end. Finally, we expect the BSP to cut policy rates by another 25 bps and give an added 
impetus to this drift.

 FIXED INCOME SECURITIES

Source: Bureau of the Treasury (BTr)

Investors Cowered from Specter of Higher Interest Rates

The Market Call October 2020 

Date
T-Bond/

T-Bill
Offer

(Php B)
Tendered

(Php B)
Accepted

(Php B)
Tendered 
÷ Offered

Ave.
Yield

Change 
bps

28-Sep 91-day 29.000 114.065 29.000 3.933 1.121 -1.00

 182-day 20.000 84.738 25.000 3.390 1.601 19.4

 364-day 50.000 127.889 40.000 2.558 1.858 10.7

Subtotal  104.000 362.692 94.000 3.141   

08-Sep 3 year 30.000 87.693 30.000 2.923 2.279 -27.9

3 year 
TAP 15.000 35.605 15.000 2.374 2.375  

22-Sep 20 year 30.000 44.507 0.000 1.484 0.000  
Subtotal  75.000 167.805 45.000 2.237   

All 
Auctions  179.000 494.497 139.000 2.763   

GS Auctions: Strong Demand for T-bills but Not For 
Longer Tenors
Earlier fears (see The Market Call September issue) of a 
sharp rise in interest rates in light of an announced P3.0-T 
gross borrowing program in 2021 drove investors to flock 
the auction of shorter-dated papers. Tender-offer ratio 
(TOR) for Treasury bills (T-bills) climbed by 19.6% to 3.141x 
from 2.627x a month ago. Overall, the market still showed 
much liquidity as the TOR for all offers reached 2.763x from 
2.396x in August. After all, by September 11, the records 
of Bangko Sentral ng Pilipinas (BSP) showed that the 
combined take of BSP’s reverse repurchase facility (RRF), 
overnight deposit facility (ODF) and term deposit facility 
(TDF) reached P1.6-T, up by some P218.0-B from three 
weeks earlier. Banks’ liquidity showed clearly despite the 
mammoth P516.0-B Retail Treasury Bond (RTB) fundraising 
of the Bureau of the Treasury (BTr) in August.  

Source: Philippine Dealing Systems (PDS)

Figure 8 - Monthly Total Turnover Value (in Billion Pesos)
Fourth Dip in Volume this Year by 25.9% M-o-M

Only yields for the 91-day T-bills, however, eased minimally 
by 1 bp to 1.121%, as the TOR for this tenor soared to 
3.933x. On the other hand, 182-day and 364-day T-bills 
scaled higher by 19.4 bps to 1.601% and 10.7 bps to 
1.858%, respectively. 

BTr issued P30.0-B worth of 3-year T-bonds with a coupon 
of 2.375% down from 2.558% on June 9 and awarded the 
full offer. In addition, it accepted P15.0-B from a TAP facility 
that followed. With bid yields soaring as demand for longer 
tenors weakened, BTr rejected all the bids for the 10-year 
T-bond offering.
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Secondary GS Market: Yields for All Tenors Except 
3-Month Head North
With the concerns about much higher national 
government (NG) borrowing in 2021 hounding investors, 
total trading volume in the secondary GS market dropped 
by 25.9% month-on-month (m-o-m) to P414.4-B from 
P559.3-B last month. This marked the fourth dip in trading 
volume during the year as investors preferred to stay on 
the safe side. On the other hand, year-on-year (y-o-y) basis 
still gained by 29.7%.

Benchmark yields for all tenors in September went up 
except for 3-month tenor, which much like in the primary 
market, slightly eased by 3.8 bps to 1.165% from 1.203%. 
Yields for longer tenors (5-year to 20-year) surged by 18.9 
bps to 35.6 bps. 20-year bond yields slumped by 35.6 bps 
to 3.876% from 3.52%, while 10-year yields jumped less 
to 2.894% from 2.704%, a change of 19 bps. Meanwhile, 
yields of the shorter 1-year increased mildly by 3 bps to 
1.845%.

The spread between 10-year and 2-year bond yields 
widened by 18 bps to 86 bps from 68 bps last September 
given the larger rise in the longer end.

Source: Philippine Dealing Systems (PDS)

Source: Philippine Dealing Systems (PDS)

Figure 9 - GS Benchmark Bond Yield Curves
Except for 3-Month, Yields on All Tenors Climbed

Figure 10 - 91-day T-bill and 10-year T-bond Daily Yields 
Created a Wider Spread by 1.8 bps

Trading volume in the secondary GS market 
dropped by 25.9% m-o-m but still gained by 

29.7% y-o-y

Figure 11 - Total Corporate Trading Volume (in Billion Pesos) 
Corporate Bond Trading Eased by 10.9% in September

Source: Philippine Dealing Systems (PDS)

Corporate Bond Trading: Another Slide in Volume
Volume for corporate trading slid by 10.9% to P5.4-B 
from P6.0-B a month ago. However, it rose by 9.4% 
y-o-y. Total trading value in the top five company debt 
papers reached P2.5-B or some 47% of total trading.

Ayala Land, Inc. (ALI) continued to shine in the first spot 
with P1.2-B in volume and a gain of 27.2%. The other 
top corporates include SM Prime Holdings, Inc. (SMPH), 
Ayala Corporation (AC), SM Investments Corporation 
(SMIC), and SMC Global Power Holdings Corporation 
(SMCGC). SMPH garnered P433.7-M sufficient to hug 
on to second place, followed by SMIC which soared by 
71.1% to P407.1-M. Grabbing fourth and fifth place, 
SMCGC and AC traded well with P309.5-M and P238.7-B, 
respectively. 

We should see a new record set for the full year since 
we expect corporate bond trading to exceed the P67.1-B 
posted in 2019.
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ASEAN + 1: 10-Year Tenor Goes Up Across the Region 
Except China
U.S.: The economy created 661,000 new jobs in 
September bringing the unemployment rate down to 
7.9% from 8.4% a month earlier.

Industrial output still expanded in September as 
Manufacturing PMI inched up by 0.1 point to 53.2. 
Meanwhile, Services PMI mildly eased to 54.6 from 
55 in August as restaurants, hotels and the airlines 
remained at low capacity utilization. Housing starts 
slipped to 1.4-M from 1.5-M, but still higher than Q4-
2019. 

Sources: Bloomberg, First Metro Investment Corporation (FMIC)

Figure 12 - ROPs Daily Yields
Daily Yields Displayed a Flat Curve for September

Figure 14 - Comparative Yield Curve Between ASEAN per Tenor

Sources: Asian Development Bank (ADB), Federal Reserve

Figure 13 - ROPs Yield, Month-on-Month Changes (bps)
Yields Slid by Month-End

Sources: Bloomberg, First Metro Investment Corporation (FMIC)

Spreads between ROPs and U.S. Treasuries (bps)

Date 1-year 10-year 20-year

31-Jul 52.5 120.2 144.8

01-Aug 88.6 101.7 157.6

01-Sep 54.8 89.3 149.7

Corporate Issuance and Disclosure
• Ayala Land Inc. (ALI) successfully issued 5-year worth 
of P6.3-B bonds with a coupon rate of 3.862% and an 
offer period from September 16 to 22. The bonds were 
listed in PDEx on September 29. 

ROPs: Regained Attractiveness Pushing Yields Down
Yields for Republic of the Philippines’ U.S. dollar-
denominated bond (ROPs) dove deeper than the 
equivalent U.S. treasuries. Despite greater risk aversion 
among foreign investors towards emerging markets (EM) 
assets, ROPs regained its attractiveness in September 
because of the strong external position of the PH 
economy.

ROP-21 shrank by 33.8 bps to 0.668% from 1.006% a 
month ago. The longer ROP-30 and ROP-40 yields eased 
less by 11.4 bps to 1.583% and by 4.9 bps to 2.727%, 
respectively. On the other hand, U.S. treasury bonds 
yields stayed flat as 1-year yields remained at 0.12%, 
while 10-year and 20-year tenors were up marginally 
by 1 bp to 0.69% and 3 bps to 1.23% from 1.2%, 
respectively.

Thus, the spread between ROPs and U.S. treasuries 
narrowed for the first since April as 1-year and 10-year 
paper contracted to 54.8 bps from 88.6 bps and 89.3 
bps from 101.7 bps, respectively. Additionally, the 
spread for 20-year debt papers slimmed by 7.9 bps to 
149.7 bps. 

Spreads may move sideways until more significant 
developments emerge in either or both the U.S. and the 
PH.

ROPs regained its attractiveness in Septem-
ber due to the strong external position of 

the PH economy.
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Consumer confidence made a major upswing to 80.4 
from 74.1 in August. 

Given the lethargic economy, the Fed reiterated its 
commitment to zero interest rates up to 2023 but 
prodded more fiscal stimulus to provide a dual thrust. 

U.S. treasury yield curve’s steepness (measured by 
spread between 10-year and 2-year yields) remained 
unchanged at 56 bps, up by a tiny 1 bp.

China: China’s Manufacturing Purchasing Manager’s 
Index (PMI) climbed to 51.5 from 51 in August, while 
Non-Manufacturing PMI rose to 55.9 from 55.2 a 
month ago. These improvements reflect the economy’s 
gradual re-opening starting May. Furthermore, China 
has started lifting restrictions on travel and visits to 
entertainment venues. 

Exports soared by 9.5% y-oy to $235.3-B in August 
boosted by the high demand for medical supplies and 
electronic products. Meanwhile, imports still increased 
by 2.1% to $176.3-B, creating a trade surplus of $58.9-
B compare to S34.7-B a month ago. The country 
benefitted from low commodity prices.

Headline inflation rate eased to 2.4% in August from 
2.7% month ago driven by slower uptick in food to 
11.2% from 13.2% in July. However, non-food products 
and services went up 0.1% from the flat reading in July.  

FTSE Russell’s benchmark bond index has included 
Chinese sovereign bonds, priming expectations that 
this would add positive sentiment towards the Chinese 
yuan. In June, inflows into the nation’s debt market 
from abroad jumped nearly 40% to $383.0-B, but 
foreigners hold less than 3% of the $16.0-T market. 

The spread between 10-year and 2-year slipped by 7 
bps to 34 bps from 41 bps. 

Indonesia: The country has experienced deflation for 
the third consecutive month as CPI declined by 0.5% in 
September from -0.10% in August and -0.05% in July. 
However, inflation rose by 1.42% y-o-y. The deflation 
drew impetus from declining prices of food, beverages 
& tobacco (-0.37%) and transportation (-0.33%). The 
deflation reflects weak aggregate demand (from 
lower purchasing power) as the supply side appears 
adequate. After all, World Bank forecasts GDP to 
contract around 1.6% to 2% this year because of tight 
quarantine restrictions due to the pandemic.  

The decline in Manufacturing PMI to 47.2 in September 
from 50.8 a month ago tends to confirm the negative 
impact of the re-imposition of social restrictions 
in Jakarta in mid-September amid rising COVID-19 
infections. 

Meanwhile, the Finance Ministry has issued $14.7-B 
worth of bonds that forms part of its $40.0-B borrowing 
program to support the flagging economy. 

The spread between 10-year and 2-year increased by 8 
bps to 248 bps from 240 bps, the steepest in ASEAN-5.

Malaysia: Consumer prices fell by 1.4% y-o-y in 
August from -1.3% a month earlier. Percentage change 
remained in negative territory for the following: 
transport cost (-9.9% vs -10.3% in July); clothing (-0.6% 
same with prior month) and furnishings, household 
equipment & routine maintenance (-0.1%, same pace 
with July). Meanwhile, food prices came a tad higher by 
0.1% to 1.3%. 

Unemployment rate gradually recovered as it dipped to 
4.7% in July from 4.9% in June. 

Malaysia manufacturing output expanded by 2.9% 
from 4.7% in June. July output drivers were electrical & 
electronics products (9.6%) and transport equipment & 
other manufacturers (9%).

World Bank lowered its forecast for Malaysia’s GDP to 
-4.9% from -3.1% caused by the uncertainties on the 
speed of the global recovery. M3 growth remained 
muted at 6.4% vs 6.1% in July.

The 10-year vs 2-year spread in Malaysia dove by 9 
bps to 81 bps from 90 bps as 10-year yields took a last 
minute sharp drop. 

Thailand: Industrial output fell by 9.3% y-o-y in 
September, less than the -12.9% (revised) in August.  
This marks the 16th consecutive month it trekked the 
negative territory due to lower car production and weak 
electronics output.

Inflation stood at -0.7% y-o-y in September after it 
dropped by 0.5% a month ago. This recorded the 
seventh month of y-o-y deflation for the country as 
prices fell faster for transportation (-5% vs -4.5% in 
August) and food (1.4% vs 1.6%). However, these 
showed improvements since its slowest pace in April 
at -3.4%. Weak aggregate demand underpinned this 
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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

Aug-20 Sep-20

U.S. 0.13 0.69 0.7 (0.01) 55 56 1 0.12 -0.58

PRC 2.81 3.15 3.6 (0.45) 41 34 (7) 2.95 -0.65

Indonesia 4.48 6.96 2.2 4.76 240 248 8 4.00 1.80

Malaysia 1.85 2.66 -1.1 3.76 90 81 (9) 1.75 2.85

Thailand 0.55 1.32 -0.2 1.52 79 77 (2) 0.50 1.20

Philippines 2.12 2.98 2.4 0.78 68 86 18 2.25 -0.15

deflationary streak.  

After all, World Bank also cuts its GDP forecast to 
-8.3% for 2020. With public debt at THB7.7-T, the debt 
to GDP ratio has jumped to 48%. The government 
projects the ratio not to exceed its 60% ceiling in five 
years, if the THB1.0-T loan will address the pandemic’s 
negative economic effect. The Thai government now 
expects GDP growth of 4-5% in 2021 and hope to 
accelerate it to 8.3% in 2022.

In terms of trade, exports slid by 7.4% y-o-y to 
THB494.0-B, while imports shrank by 7.9% y-o-y to 
THB358.0-B, yielding a trade surplus of THB136.0-B 
($4.4-B). The strong baht, with a range of THB31.0/1$ 
to THB31.50/$1 in September, would place more 
difficulties for exporters as it would make Thai 
products more expensive to foreigners amidst weak 
demand from abroad. 

Bank of Thailand kept its policy rate unchanged at 
0.50%. 

The spread between 10-year and 2-year yields slid by a 
tiny 2 bps to 77 bps from 79 bps.

Outlook
The market’s overreaction in late August unto September 
after the Development Budget Coordination Committee 
(DBCC) revealed a P3.0-T NG borrowing program for 
2021 seems to have petered out in late September and 
October.

• The U.S. economy’s recovery slowed a little in 
September, even though it continued to add 666,000 
jobs and lowered the unemployment rate to 7.9%, 
and consumer confidence improved but housing 
starts eased and Services PMI dipped too. These 

mixed economic numbers may continue until after the 
elections on November 3. In the short-term, we see 
minor movements in bond yields.

• Domestic inflation, under pressure from weak food 
and oil prices, will likely ease further by December 
and drop below 2% by January 2021. On the demand 
side, we still face impoverished consumers while on 
the supply side firms will compete for market share, 
improve their supply chains and will not dare raise 
prices.

• Besides, the government has leeway to adopt 
stimulative fiscal and monetary policies. NG had added 
P1.6-T by end-August to its cash hoard to fund the rest 
of the year’s deficits and can still access foreign lenders 
should there be upward pressure on domestic interest 
rates. BSP can also ease credit further, especially for 
moribund MSMEs, as it holds P1.6-T in bank funds in 
its vaults, while paying interest rates higher than 91-
day T-bill yields. Thus, we expect BSP to cut its policy 
rates by 25 bps before the end of the year.

• Corporate bond issuances will stay on hold but 
come to life in the new year. After all, more foreign 
borrowing by firms may become dicey as the foreign 
exchange risk looms larger.

•ROPs spreads over U.S. treasuries would likely move 
sideways until more significant positive or negative 
developments gain traction either in the U.S. or PH.
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PSEi did better than most stock markets, including ASEAN-5 in September despite a slight dip. It remained within 
a tight range of 5,750 to 6,050 in the absence of more compelling brighter economic data and earnings. Three 
out of the six sectors represented in the PSEi edged higher with the Industrial sector taking the lead (+1.4%) 
powered by Jollibee Foods Corporation (JFC) shares. September proved to be a bruising month for most global 
equity benchmarks. Investors digested the first U.S. presidential debate and continued to eye developments 
among congressional lawmakers for further fiscal stimulus, while U.S.-China tensions remained elevated.

Outlook: “Green shoots” have begun appearing in the economy. More positive news such as more barangay 
or street focused lockdowns, sizeable gains in business reopenings and more public transportation available 
can push PSEi to higher territory in Q4. Signs of improved revenues and earnings and better-than-expected 
GDP growth in Q4 would be the clinchers. Global political and COVID-19 uncertainties remain as threats to this 
positivity.

  EQUITY MARKETS

DJIA and PSEi logged a correlation of +0.4 in September, 
a bit lower than +0.5 in the preceding month. Quar-
ter-end window-dressing activities proved insufficient 
to propel PSEi upwards in the absence of fresh catalysts 
that would prompt investors to make big moves. None-
theless, the local bourse closed flat (-0.3%) as investors 
appeared to overcome worries about renewed coro-
navirus lockdowns in Europe and rising political uncer-
tainty in the U.S. In the local front, PSEi aimed for 6,000 
early October on better manufacturing data, as well as 
strong economic data within and outside the region.

Trading in DJIA has been notably erratic with momen-
tum veering sharply in different directions throughout 
the month. A long list of worries dogged Wall Street, 
headlined by concerns that big tech stocks have be-
come too pricey, Washington’s ability to reach a corona-
virus stimulus deal ahead of the presidential elections 
in November and rising tensions between the U.S. and 
China. 

Sources: Bloomberg and Yahoo Finance

PSEi Outperformed Most Markets in Dismal September

Sources: Bloomberg & Yahoo Finance

Global Equities Markets Performances

Region Country Index
Sep

M-o-M 
change

2020 
change

Americas US DJIA -2.3% -2.7%

Europe Germany DAX -1.4% -3.7%

 London FTSE 101 -1.6% -22.2%

East Asia Hong Kong HSI -6.8% -16.8%

 Shanghai SSEC -5.2% 5.5%

 Japan NIKKEI 0.2% -2.0%

 South Korea KOSPI 0.1% 5.9%

Asia-Pacific Australia S&P/ASX 200 -4.0% -13.0%

Southeast 

Asia
Indonesia JCI -7.0% -22.7%

 Malaysia KLSE -1.3% -5.3%

 Thailand SET -5.6% -21.7%

  Philippines PSEi -0.3% -25.0%

Sources: Wall Street Journal, Bloomberg

The Market Call October 2020 

Figure 15 - PSEI and DJIA
DJIA and PSEi Logged a Correlation of +0.4 from +0.5

In Asia, MSCI’s broadest index of Asia-Pacific shares 
outside Japan edged 0.1% down. Another round of 
healthy Chinese data may have lifted optimism, but 
the presence of rising virus infections and deaths 
continued to dampen the mood on trading floors. In 
Europe, markets grappled with uncertainties as growth 
expectations might not materialize. Only Asian stocks 
namely, NIKKEI and KOSPI got a slight boost of 0.2% 
and 0.1% month-on-month (m-o-m), respectively. Year-
to-date (YTD), KOSPI (+5.9%) and SSEC (+5.5%) locked 
in their position in positive territory for the third con-
secutive month.
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Source of Basic Data: PSE Quotation Reports

Monthly Sectoral Performance

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

PSEi 5,884.18 -0.7% 5,864.23 -0.3% -25.0%

Financial 1,139.13 -7.7% 1,141.80 1.1% -38.7%

Industrial 7,472.09 -3.0% 7,901.21 1.4% -18.0%

Holdings 6,151.38 -4.7% 6,058.65 -0.7% -20.2%

Property 2,913.03 -4.5% 2,740.29 1.1% -34.0%

Services 1,379.39 -1.7% 1,453.88 -1.9% -5.0%

Mining and Oil 5,489.77 5.4% 5,906.49 -1.6% -27.0%

The Financial sector managed to eke out gains after two 
consecutive months of decline owing to Metrobank’s 
(MBT) double-digit gains of 14%. The sector traded with-
in a tight range and made no attempt to push past its 
current levels. MBT turned over P30.0-M worth of grants 
to its social development partners to mark its 58th anni-
versary during its annual giving-back tradition. 

BDO gained 0.3% in value despite the unavailability of 
its online banking services on the last day of the month. 
The bank has been experiencing ever-increasing volume 
usage in its digital channels which the system could not 
cope with. 

Moving in the opposite direction, Bank of the Philippine 
Islands (BPI) slipped by 4.5% despite efforts to upgrade 
BPI’s digitalization process that should reduce its cost-to-
income ratio by 3-5%. BPI also encouraged the public to 
protect themselves from cyber fraud following a surge in 
phishing sites using coronavirus-related keywords.  

Security Bank’s (SECB) share price fell by 5% even though 
SECB have seen a surge in online banking transactions 
since mid-March, growing steadily m-o-m. Online bank-
ing use rose by 170% between March 17 and August 
31. Online money transfer during the period recorded a 
312% y-o-y growth amid the sharp rise in InstaPay fund 
transfer transactions and eGiveCash or SECB’s remit-
tance service.

Figure 16 - Net Foreign Selling vs PSEi (in PHP ‘000)
Slightly Lower Correlation of +0.3 Company Symbol 28/8/20 

Close
30/9/20 

Close % Change 2020 YTD

Metrobank MBT 33.50 38.20 14.0% -52.8%

BDO Unibank, Inc. BDO 86.00 86.25 0.3% -34.1%

Bank of the Philippine Islands BPI 67.00 64.00 -4.5% -31.9%

Security Bank Corporation SECB 97.00 92.15 -5.0% -40.5%

Source of Basic Data: PSE Quotation Reports

Source of Basic Data: PSE Quotation Reports

PSEi ended the month in a quiet tone 
(-0.3%), albeit dropping the least among 

ASEAN and East Asian markets.

PSEi ended the month in a quiet tone (-0.3%), albeit 
dropping the least among ASEAN and East Asian mar-
kets. Net foreign selling and PSEi posted a correlation 
of +0.3, slightly lower than +0.5 last August. As evident, 
net foreign selling kept the local bourse in thin trading 
within the 5,700-6,000 level. Foreign investors have also 
been net sellers for 13 straight days due to the lack of 
an impetus in the local scene.

The sectors were a mixed bag, with the Industrial 
(+1.4%), Financial (+1.1%) and Property (+1.1%) sectors 
landing in the green, while Holdings, Mining & Oil and 
Services finishing in the negative zone.

Figure 17 - Financial Sector Index (Jul 2020 - Sep 2020)
Financials Ended Two-Month Losing Streak

Source of Basic Data: Bloomberg
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Company Symbol 28/8/20 
Close

30/9/20 
Close % Change 2020 YTD

Meralco MER 269.00 271.00 0.7% -28.7%

Aboitiz Power AP 26.65 25.55 -4.1% -27.2%

Jollibee Foods Corporation JFC 135.10 145.00 7.3% -50.3%

First Gen Corporation FGEN 24.35 23.35 -4.1% 16.9%

Universal Robina Corporation URC 137.80 134.00 -2.8% 5.5%

Petron Corporation PCOR 3.04 3.04 0.0 -60.6%

Source of Basic Data: PSE Quotation Reports

Figure 18 - Industrial Sector Index (Jul 2020 - Sep 2020)
JFC Shares Powered Industrial Sector to Rally

Source of Basic Data: PSE Quotation Reports

Industrial sector rallied the most among sectors, breach-
ing the 8,000-level again since June. The sector, howev-
er, eventually spiraled down by the latter half and took 
small steps to recover in time for September’s close. 
Only Jollibee Foods Corporation (JFC) and Meralco (MER) 
booked upticks, while the others landed in the red. 

Despite investors’ lukewarmness on JFC after the FTSE 
rebalancing, the fast-food giant rebounded by 7.3%. JFC 
drew its strength from the continued expansion in North 
America and Europe amidst growing overseas demand 
for the brand’s products. The Jollibee brand has turned in 
double-digit growth in North America especially with its 
Chowking and Red Ribbon brands shining. 

MER posted a minimal uptick of 0.7% on news that it has 
paid the P19.0-M fine imposed by the Energy Regula-
tory Commission (ERC) for failure to comply with billing 
advisories covering the lockdown period that led to “bill 
shocks”. MER hastened the rollout of advanced metering 
infrastructure and other technologies to enhance opera-
tions to prevent bill shocks.

Universal Robina Corporation (URC) went down by 2.8% 

Company Symbol 28/8/20 
Close

30/9/20 
Close % Change 2020 

YTD

Ayala Corporation AC 733.50 689.00 -6.1% -23.4%

Metro Pacific Investments 

Corporation
MPI 3.36 3.49 3.9% -24.8%

SM Investments Corporation SM 850.00 880.00 3.5% -4.1%

DMC Holdings, Inc. DMC 4.00 4.00 0.0% -68.7%

Aboitiz Equity Ventures AEV 48.00 46.00 -4.2% -16.4%

GT Capital Holdings, Inc. GTCAP 400.00 386.40 -3.4% -60.4%

San Miguel Corporation SMC 101.50 98.90 -2.6% -32.7%

Alliance Global Group, Inc. AGI 6.18 7.00 13.3% -41.2%

LT Group Inc. LTG 8.42 9.00 6.9% -45.8%

JG Summit Holdings, Inc.. JGS 64.30 60.20 -6.4% 8.1%

Source of Basic Data: PSE Quotation Reports

(vs +5.5 YTD) despite the approved acquisition of the 
sugar mill and ethanol facility of Roxas Holdings Inc. 
in Negros Occidental. The acquisition seeks to create 
synergies in the sugar industry in the province and en-
hance the capability of the company to provide good 
milling services to sugarcane planters. 

Aboitiz Power (AP) and First Gen Corporation (FGEN) 
both decelerated by 4.1%. AP has remitted P508.2-M 
of its energization fund to local government units 
(LGUs) to fast-track electrification projects. In other 
news, AP cemented itself as the top power generator 
in the country with total national installed capacity of 
4,973.4 megawatts (MW). 

FGEN stumbled even though its wholly owned subsid-
iary, FGEN LNG Corporation, had received the permit 
from the Department of Energy (DOE) to build a lique-
fied natural gas (LNG) terminal in Batangas City. FGEN 
targets to begin construction by end-Q3 or early Q4 of 
this year. The project will allow FGEN LNG to acceler-
ate its ability to introduce LNG to the country as early 
as Q3-2022 to serve the natural gas requirements of 
existing and future gas-fired power plants of third 
parties and LNG affiliates. Nonetheless, FGEN rose by 
16.9% YTD.
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Figure 19 - Holdings Sector Index (Jul 2020 - Sep 2020)
Sector Ended Relatively Flat

Source of Basic Data: PSE Quotation Reports

Holdings sector extended its decline in September, 
albeit very minimally (-0.7%). The sector experienced a 
roller coaster ride throughout the month, trying to hold 
its ground, but ended up plummeting by the last week 
of September. Only four out of 10 constituent stocks 
emerged as winners, while the rest moved to negative 
territory.

Alliance Global Group, Inc. (AGI) led index gainers 
(+13.3%) partly pushed up by the positive performance 
of Megaworld Corporation (MEG) (see next section). 
AGI is buying back up to P2.5-B worth of common 
shares which would be implemented for a period of 12 
months starting September 24.

LT Group Inc. (LTG) surged by 6.9% as its distillery, Tan-
duay, continued its upward trajectory, after successfully 
entering new international markets. However, Philip-
pine Airlines (PAL) would unlikely bounce back to its 
pre-pandemic passenger volume in 2021 as the Philip-
pines remains “high risk” for tourists. 

Metro Pacific Investments Corporation (MPI) grew by 
3.9% as Metro Pacific Tollways Corporation (MPTC) said 
that ridership for Light Rail Transit Line or LRT-1 showed 
signs of a recovery as the government allowed more 
businesses and public transportation to reopen. MPTC 
intends to complete P28.0-B worth of road infrastruc-
ture stimulus projects primarily meant to contribute to 
the government’s quick economic recovery impetus. 

SM Investments Corporation (SM) hiked by 3.5% as SM 
successfully raised P10.0-B worth of 3.5-year Series 
H fixed rate bonds priced at a coupon of 3.361% per 

Only four out of 10 constituent stocks 
emerged as winners, while the rest moved to 

negative territory.

annum. The proceeds of the bonds shall be used for 
funding of capital expenditures and repayment of short-
term loans for general corporate purposes. 

DMC Holdings, Inc. (DMC) finished flat despite the 
positive performance of DMC’s mining arm, Semirara 
Mining and Power Corporation (SCC) (see next section). 
DMCI Homes plans to start three residential develop-
ments before yearend as sales of its projects still seem 
promising amid current circumstances.

San Miguel Corporation (SMC) failed to beat August’s 
close (-2.6%) on news that SMC has shown interest to 
join Malampaya consortium by buying Shell Philippines’ 
45% stake in the natural gas project. SMC has also 
obtained regulatory approval to issue P20.0-B preferred 
shares under a shelf-registration program. SMC plans 
to support infrastructure projects such as the Bulacan 
airport and Metro Rail Transit Line 7.

GT Capital Holdings, Inc. (GTCAP) continued to experi-
ence soft prices despite MBT’s and MPI’s robust re-
coveries (see previous sections). Nonethless, GTCAP’s 
share price rallied in early October as Toyota Motor 
Philippines (TMP) moved 10,657 units in September, 
up by 32.5% m-o-m from 8,044 units in August. TMP 
remains to be the market leader with a share of 43.5% 
in the industry. 
 
Aboitiz Equity Ventures’ (AEV) share price decreased by 
4.2%, although AEV was given a PRS Aaa credit rating 
for its proposed P10.0-B fixed-rate retail bonds in Q4. 
These bonds represent the second tranche of AEV’s 
P30.0-B bond program. Proceeds will be used to partial-
ly refinance the company’s maturing loans.

Ayala Corporation (AC) contracted by 6.1% as AC Energy 
divested its 20% shareholdings in Australian energy 
firm, Infigen Energy, Ltd. On the other hand, AC has 
released P6.8-B in waived fees, deferred loan payments, 
free services, and rental condonations to help ease the 
strain for its partner businesses.

JG Summit Holdings, Inc. (JGS) stood out as the sector’s 
biggest loser, but still emerged as the only company in 
the green YTD (+8.1%). JGS shares suffered due to a fire 
that broke out in its petrochemicals complex located in 
Batangas. JG Petrochemicals has suspended operations 
of its naphtha cracker and projects construction that 
are close to the site of the fire. 
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Property sector finished on the green as most constitu-
ent stocks except for Robinsons Land Corporation (RLC) 
propelled the sector upwards. The sector traded side-
ways for most of September but managed to stay up by 
month’s close. Real estate firms continued to enjoy in-
vestor confidence amid a low interest rate environment 
in the country which help keep pre-selling residential 
market active despite economic challenges. 

Ayala Land, Inc. (ALI) rallied the most among its peers 
as it gained 3.1% as it eyes more bond issuances that 
will boost its cash hoard healthy enough to survive the 
pandemic. The previously listed P6.3-B fixed-rate bonds 
last September 29, received overwhelming retail partic-
ipation which highlights the confidence of retail inves-
tors in ALI’s credit and long-term business prospects.

Megaworld Corporation (MEG) recorded a 1.7% growth 
as MEG expanded its residential portfolio inside the 
72-hectare Iloilo Business Park (IBP). Property values at 
IBP has seen as much as 127% increase from 2013 to 
2020. Not far behind, SM Prime Holdings, Inc. (SMPH) 
went up by 0.7% reflecting improving general outlook 
for properties.

Company Symbol 28/8/20 
Close

30/9/20 
Close % Change 2020 

YTD

Ayala Land, Inc. ALI 28.80 29.70 3.1% -26.8%

SM Prime Holdings, Inc. SMPH 29.20 29.40 0.7% -17.9%

Robinsons Land Corporation RLC 14.62 14.20 -2.9% -29.5%

Megaworld Corporation MEG 2.91 2.96 1.7% -37.7%

Figure 20 - Property Sector Index (Jul 2020 - Sep 2020)
Property Stocks Rose on Better Outlook

Source of Basic Data: PSE Quotation Reports

Source of Basic Data: PSE Quotation Reports

Figure 21 - Mining & Oil Sector Index (Jul 2020 - Sep 2020)
Mining & Oil Snapped Three-Month Winning Streak

Company Symbol 28/8/20 
Close

30/9/20 
Close % Change 2020 

YTD

Semirara Mining and Power 

Corporation
SCC 9.42 9.42 5.9% -56.7%

Source of Basic Data: PSE Quotation Reports

Source of Basic Data: PSE Quotation Reports

Mining & Oil snapped its three-month winning streak 
and dipped its toes in the red (-1.6%). The sector 
encountered some volatility until mid-September, 
careened downwards and revisited the 5,800-level. 
Former PSEi constituent stock, Nickel Asia (NKL), slowed 
the sector’s growth with a 11.6% loss. Semirara Mining 
and Power Corporation (SCC) saw more positive buy-
ing sentiment as SCC expects profits to improve in H2 
due to higher production volume, even as coal prices 
remain low. Meanwhile, SCC also projects improved 
power generation output due to better plant availability 
and the higher contracted capacity level of its power 
plants. 

Robinsons Land Corporation (RLC) surfaced as the lone 
dark spot and retracted by 2.9%. RLC moved relatively 
sideways during the month but suffered from lack of 
investor interest as suggested by the thin volume of 
transactions.  

Real estate firms continued to enjoy investor 
confidence amid a low interest rate environ-

ment.

Company Symbol 28/8/20 
Close

30/9/20 
Close % Change 2020 

YTD

Philippine  Long Distance Tel. Co. TEL 1,479.00 1,339.00 -9.5% 19.0%

Globe Telecom GLO 2,088.00 2,080.00 -0.4% 9.5%

Robinsons Retail Holdings, Inc. RRHI 70.10 65.00 -7.3% -18.8%

Puregold Price Club Inc. PGOLD 54.00 49.00 -9.3% 14.0%

International Container Termi-

nal Services Inc.
ICT 105.00 109.70 4.5% 9.7%

Source of Basic Data: PSE Quotation Reports
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Figure 22 - Services Sector Index (Jul 2020 - Sep 2020)
Sector Went Through Mild Fluctuations

Source of Basic Data: PSE Quotation Reports

Services sector reversed its August gains by shedding 
1.9% in value. The sector saw considerable fluctua-
tions at the start of the month but slowed down in the 
final weeks. International Container Terminal Services 
Inc. (ICT) took the prize for being the only firm to bag 
the green mark, while Philippine Long Distance Tele-
phone Co. (TEL) and Puregold Price Club, Inc. (PGOLD) 
slumped the most by 9.5% and 9.3%, respectively.

ICT’s share price expanded by 4.5% as ICTSI TecPlata 
terminal in Argentina has begun receiving imports from 
China through a new Far East service from Evergreen. 
Meanwhile, Kribi Multipurpose Terminal (KMT), a 
Cameroonian subsidiary of ICT, has started commercial 
operations at the Multi-Purpose Terminal of the Port of 
Kribi in Cameroon, Central Africa.

On the other side of the spectrum, Globe Telecom 
(GLO) slightly tripped by 0.4%, albeit stayed in the 
positive zone YTD (+9.5%). GLO got tagged as one of 
the most improved telcos globally by Opensignal, along 
with Smart Communications in 4G availability and 
video experience, respectively. Prices of its broadband 
services have dropped by more than 60% since 2016 
as the company ramped up investments to improve its 
internet infrastructure. Robinsons Retail Holdings, Inc. 
(RRHI) sank by 7.3% and came out as the lone dark spot 
YTD (-18.8%). 

PGOLD followed suit with a 9.3% fall (vs +14% YTD) 
despite recently concluding its P12.0-B fixed-rate 
corporate notes issuance which raised funds for its 
store network expansion. The notes issuance marked 
PGOLD’s largest capital market fundraising history. 
PGOLD emphasized the need to go into locations where 
the company has no presence in order to provide basic 
goods and essential products to those markets. 

TEL led index laggards (vs +19% YTD) due to the “emer-
gency” maintenance activities on the Asia-America 
Gateway (AAG) submarine cables from September 26 
to 30 in the waters of Hong Kong. Hundreds of areas 
across the country remained inaccessible to their main-
tenance and construction personnel amid pandemic 
restrictions, slowing crucial installation and repair activ-
ities needed to improve service quality.

Monthly Turnover (in Million Pesos)

Total Turnover Average Daily Turnover

Sector Value % Change Value % Change

Financial 15,953.11 18.7% 725.14 2.5%

Industrial 24,286.00 -23.3% 1,103.91 -33.8%

Holdings 23,712.93 -54.2% 1,077.86 -60.5%

Property 21,242.15 -33.4% 965.55 -42.5%

Services 23,712.02 22.4% 1,077.82 5.7%

Mining and Oil 2,531.98 -50.9% 115.09 -57.6%

Total 111,438.18 -27.3% 5,065.37 -37.2%

Foreign Buying 44,314.98 -7.7% 2,014.32 -20.3%

Foreign Selling 59,160.71 -2.7% 2,689.12 -15.9%

Net Buying (Selling) (14,845.73) 16.4% (674.81) 0.5%

Source of Basic Data: PSE Quotation Reports

Total Turnover
Turnover in PSE plunged by 27.3% in September 
trimming most of its +28.9% rebound in August. Most 
sectors traded lower, except for Services and Finan-
cials. The two sectors recorded double-digit gains of 
22.4% and 18.7%, respectively. Meanwhile, turnover 
for Holdings (-54.2%) and Mining & Oil (-50.9%) sectors 
plummeted the most, followed by Property (-33.4%) 
and Industrial (-23.3%).

Foreign investors continued to shy away from EMs and 
so net foreign selling escalated and reached P14.8-B, 
higher than the previous month’s net outflow of 
P12.8-B.

Turnover in PSE plunged by 27.3% in 
September trimming most of its 28.9% 

rebound in August.
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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 Jul-2020 Aug-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% 234,468 -33.2% -11.2% 243,232 3.7% -13.1%
Tax 2,565,812 14.0% 2,828,012 10.2% 212,263 -34.8% -10.4% 233,133 9.8% -10.9%
BIR 1,951,850 10.1% 2,175,506 11.5% 158,991 -43.8% -11.8% 187,932 18.2% -8.6%
BoC 593,111 29.4% 630,310 6.3% 49,816 17.0% -8.8% 44,380 -10.9% -17.2%
Others 20,851 3.4% 21,006 0.7% 3,456 2,101.3% 143.2% 821 -76.2% -56.9%
Non-Tax 284,321 27.8% 308,971 8.7% 22,127 -13.4% -18.7% 9,997 -54.8% -44.3%

Expenditures 3,408,443 20.7% 3,797,734 11.4% 374,676 7.3% 10.4% 283,306 -24.4% 0.4%
Allotment to LGUs 575,650 8.6% 617,982 7.4% 67,054 44.4% 38.6% 64,213 38.5% 19.6%
Interest Payments 349,215 12.5% 359,874 3.1% 59,384 115.5% 16.5% 22,549 -62.0% 15.0%

Overall Surplus (or Deficit) -558,259 59.2% -660,236 18.3% -140,208 -8,039.3% 86.2% -40,074 -71.4% 1,510.7%

Source: Bureau of  the Treasury (BTr)

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

2019 Jul-2020 Aug-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%  3,535.40 -14.9% -1.2% 3,769.00 -4.1% 5.3%
   Residential           14,581.10           7.6%  1,489.70  12.5% 26.0%  1,424.50  15.6% 20.5%
   Commercial           18,172.10           5.6%  1,051.50 -33.4% -27.6%  1,210.40 -22.1% -16.6%
   Industrial           13,006.60           3.1%  951.50 -14.2%  4.5%  1,092.70 -2.2%  20.0%

 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 Jul-2020 Aug-2020
Average Levels Annual G. R Average Levels Annual G.R. Average Levels Annual G.R.

RESERVE MONEY 3,123,824 2.9% 3,129,071 4.7% 3,146,434 2.8%

Sources:
   Net Foreign Asset of the BSP 4,756,145 5.3%  5,846,112 23.3%  5,815,522 17.8%
   Net Domestic Asset of the BSP 12,189,263 8.7%  13,607,246 12.3%  13,479,179 10.6%

MONEY SUPPLY MEASURES AND COMPONENTS
Money Supply-1 4,027,826 8.6%  5,016,396 25.9%  5,016,446 24.8%
Money Supply-2 11,290,097 6.5%  12,775,725 13.8%  12,764,349 13.7%
Money Supply-3 11,917,168 7.7%     13,630,050 14.7%     13,566,958  14.2%

MONEY MULTIPLIER (M2/RM) 3.62 4.08 4.06 

Source: Bangko Sentral ng Pilipinas (BSP)
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