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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 (Q3-2020) -11.5% -16.9% -10.0% 6.3% 6.0%

Inflation Rate (December) 3.5% 3.3% 2.6% 5.2% 2.5%

Government Spending (November) 2.3% -6.8% 15.4% 20.7% 11.4%

Gross International Reserves ($B) (December) 109.8 104.8 96.5 79.2 87.8

PHP/USD rate (December) 48.06 48.25 49.63 52.68 51.80

10-year T-bond yield (end-December YTD) 3.06% 3.03% 3.40% 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

Despite the expected volatility that the local eq-
uities market will face in 2021, we think that PSEi 
will end between 7,800 to 8,100. The PH’s econo-
my’s return to positive growth and a rebound of 
over-20% in corporate earnings for 2021 and 2022 
should support the impetus. However, presently, 
PSEi is fully valued as forward P/E ratio is just on 
its five-year average that should keep investors 
focused on good selection and timing in light of 
lingering uncertainties, especially if results fall 
way short of expectations.

 PSEi rose by 5.1% m-o-m in December, albeit 
fell by 8.6% for the full year.  ▪▪   All sectors posted 
another month of gains, led by the Mining & Oil sector 
(+12.4%).  ▪▪    JGS, ICT and TEL led index gainers 
in 2020, while DMC, PCOR and SCC ended at 
the bottom..   ▪▪   PSE turnover slumped by 25.1% in 
December, while net outflow inched up to P8.2-B. 

Equities Market
The PH economy will see light at the end of 
the long tunnel in 2021 as it recovers from the 
COVID-19 pandemic. Employment will likely 
increase in Q2-2021 as infrastructure and consum-
er spending gain pace with the growth in OFW 
remittances providing the needed boost. Exports 
will continue its positive mode as other countries, 
especially East Asia and ASEAN recover. Dollar-pe-
so rate will see its strongest in Q1-2021 as trade 
deficit renews and the U.S. dollar rebounds by end 
of the quarter.

 National Government (NG) expenditures rose 
by 2.3% year-on-year (y-o-y) in November as 
subsidies mount.  ▪▪   Inflation quickened to 3.5% in 
December as food and transport prices increased.  ▪▪    
Exports expanded by 3% in November, result-
ing to a plunge in trade deficit by 52.6% y-o-y to 
$1.7-B.  ▪▪  OFW remittances inched up by 0.1% y-o-y 
in November, the fifth uptick in the last six months.  
▪▪  Philippine peso appreciated by 0.4% month-
on-month (m-o-m) in December and by 5.5% for 
the full year given weak U.S. dollar and strong 
positive current account. 
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The Philippine economy appears on the mend, even 
though its pace may not satisfy workers and small 
businesses who are still out in a limb. However, pos-
itive economic data—elevated government spend-
ing, increase in exports and in Overseas Filipino 
Workers’ (OFW) remittances—support the hope for 
economy to normalize, albeit in a new way starting 
2021. The country’s Gross International Reserves 
(GIR) has reached a record-high level of $109.8-B by 
the end of 2020, equivalent to 11.7 months of im-
ports, the latter only lower than Taiwan, India, Chi-
na and Thailand. The positives have kept investors 
active in the country’s equities and bond markets 
and its ROPs performing better than equivalent U.S. 
Treasuries.
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We expect the runup in U.S. Treasuries to dissipate 
as most economic data do not suggest a V-shaped 
recovery. Locally, the demand for funds will remain 
weak as production will remain constrained by 
overly broad quarantine measures that take differ-
ent shapes depending on the city, municipality or 
province. With unemployment likely to worsen in 
Q1, we think that the Bangko Sentral ng Pilipinas 
(BSP) will cut policy rates by 25 bps in Q1 to help 
bring the economy up against more negative GDP 
figures that may last until Q1. Besides, the NG has 
increased its cash hoard by P1.3-T by end-Novem-
ber, and should tide it over until Q3-2021.

 T-bills demand remained robust as tender-offer 
ratio (TOR) rose to 3.778x from 3.754x in No-
vember despite one less auction.  ▪▪  Secondary 
GS trading rebounded by 49.7% m-o-m, and to a full 
year record of P6.1-T, up by 15.9% y-o-y.  ▪▪    3-year 
and 5-year yields shed by 11.3 bps and 13.6 bps, 
respectively, but 10-year (5.5 bps) and 20-year 
(10.7 bps) yields rose.    ▪▪   ROPs spreads between U.S. 
Treasuries narrowed for longer tenors due to the posi-
tive view of PH sovereigns as shown by the issuance of 
$2.8-B dual tranche 10.5- and 25-year global bonds at 
record low coupon rates in early December. 
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National Government (NG) spending soared in November as it bested by 2.3% from the very high base of P365.6-B 
a year ago, while exports also expanded by 3% in the same month to end in positive territory in September to No-
vember. Remittances by Overseas Filipino Workers (OFWs) posted its fifth increase in the last six months, defying 
earlier dire projections by World Bank and Asian Development Bank (ADB). Capital goods imports dipped a little less 
than in October, driven by obviously weak demand for aircrafts and ships. The fly in the ointment emerged from 
the inflation print of 3.5% in December as food prices continued to rise due to strict restrictions in the mountain 
provinces of Luzon.

Outlook: Infrastructure spending should accelerate as the President has called for an all-out effort in 2021. This 
will mean improved job numbers, to which stronger consumer spending, driven by higher OFW remittances should 
contribute. Exports shall finally end in the green for 2021 with the same color splattered all over the months 
ahead. The dollar-peso rate may have seen its strongest in recent years as the trade deficits begin to climb and the 
U.S. dollar bottoms out in Q1-2021.
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MACROECONOMY
NG SPENDING, EXPORTS AND OFW REMITTANCES LEAD RECOVERY

Factory Output (PMI) Posts Marginally Lower at 49.2 in 
December
IHS Markit’s purchasing managers’ index (PMI) for Philippine 
manufacturing slid to 49.2 in December from 49.9 in the prior 
month, but still near the expansionary level of 50. Material 
shortages and supply chain pressures weighed on operating 
conditions, while reduced output led to more job cuts. On 
a positive note, exports rose for the fourth straight month, 
while new orders neared stability. Lastly, sentiment improved 
to its highest since February that could signify further gains.

Meanwhile, the Volume of Production Index (VoPi) for 
November dropped by 10.8% year-on-year (y-o-y) from 
-9.3% (revised upward) in October. The downtrend in the 
VoPi continued due to double-digit declines in petroleum 
products (-61.9%) and tobacco products (-58.6%) as in the 
previous month. However, double-digit expansions showed 
for miscellaneous manufactures (+14.7%) and basic metals 
(+12.1%), although the number of gainers slipped from five to 
four.

NG Budget Deficit Rises by 110.7% in November
Despite a high base of P365.6-B in November 2019, National 
Government (NG) disbursements increased by 2.3% y-o-y to 
P374.1-B as subsidies for COVID-19 assistance hiked. With 
revenues down by 19.4%, the budget deficit for November 
reached P128.3-B, up by 110.7% y-o-y. Year-to-date (YTD), NG 
deficits soared by some 2.5x to P1.1-T, but still covered only 
59% of the revised full-year program of P1.4-T (reduced from 
the P1.8-T estimated in late August 2020).

The subsidy releases to Land Bank of the Philippines for the 
implementation of the Unconditional Cash Transfer Program, 
to the National Health Insurance Program, as well as to 

Figure 1 - NG Expenditures Growth Rate, Year-on-Year
NG Spending Rebounded by 2.3% in November

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

government financial institutions (GFIs) for COVID-19 
assistance boosted NG spending, P354.0-B of which 
constituted primary expenditures.

November revenues slumped by 19.4% y-o-y, but 
increased by 7.4% m-o-m to P245.8-B. YTD, revenue 
accumulated to P2.6-T, 96% of which came from 
tax revenues and the remaining 4% from non-tax 
revenues. The Bureau of Internal Revenue (BIR) 
collections slipped by 17.4% y-o-y to P191.7-B. 
Similarly, the Bureau of Customs (BOC) tax take 
declined by 13.3% to P43.7-B, while the Bureau of the 
Treasury’s (BTr) income plunged by 48.6% to P2.8-B. 
However, YTD, income in BTr improved by 56.8% y-o-y 
and had reached 99% of full-year program inflows. 

NG spending edged up by 2.3% y-o-y in No-
vember coming from a very high base.
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Rising Food Prices Drive Inflation to 3.5% in December
Rising food and transport (fuel) prices déjà vu drove 
headline inflation to 3.5% y-o-y in December from 3.3% a 
month earlier. Steep gains in vegetable and meat products 
(especially pork) accounted for most of food inflation. 
Average inflation in 2020 remained at 2.6%, lower than 
the median of Bangko Sentral ng Pilipinas’ (BSP) target 
range.

Heavily weighted food products contributed some 72% 
of the monthly increase in CPI. Vegetable prices surged 
by 8.3% m-o-m, leading to an acceleration by 19.7% 
y-o-y from 14.6% in November. Luzon felt the brunt of 
the increase as it depends much on Baguio and environs 
where strict health protocols limited movements of people 
and goods. Prices of meat products also hiked at a faster 
pace of 10% y-o-y from 8.2% in November. 

Transport operation prices (mostly fuel) jumped by 4.3% 
m-o-m as world crude oil prices soared in December. Brent 
crude oil prices (European benchmark to which Dubai light 
is also linked) skyrocketed by 17.1% m-o-m to $49.99/
barrel from November, while West Texas Intermediate 
(WTI, the U.S. benchmark) climbed by 14.9% to $47.02/
barrel.

M3 & Bank Lending Growth Ease Anew in November
Domestic liquidity growth (M3) eased further to 10.5% 
y-o-y in November to P13.7-T from the 11.6% (revised) 
growth in October. The double-digit level, however, 
reflects the remaining excess liquidity in the financial 
system. Broad money (M2) and narrow money (M1), 
likewise, declined to 11% and 21.2%, respectively.

Meanwhile, bank lending slowed down to a minimal 
0.3% y-o-y in November despite the BSP’s prior policy 
rate and reserve requirement cuts by a total of 200 bps 
in 2020 as banks’ risk appetite remained weak in the face 
of uncertainties brought by the pandemic. Outstanding 
commercial bank loans eased from the previous month’s 
pace of 2% as tepid demand for funds by firms and 
households prevailed with the gradual reopening of the 
economy. Bank lending to key industries like wholesale & 
retail trade and repair of motor vehicles and motorcycles, 
as well as manufacturing, continued to contract. On the 
other hand, bulk of these of loans still went to real estate 

Figure 2 - Inflation Rates, Year-on-Year
December Inflation Quickened to 3.5%, Settles at 2.6% in 2020

Source of Basic Data: Philippine Statistics Authority (PSA)

Inflation Year-on-Year Growth Rates Nov 2020 Dec 2020 FY 2020

All items 3.3% 3.5% 2.6%

Food and Non-Alcoholic Beverages 4.3% 4.8% 2.7%

Alcoholic Beverages and Tobacco 12.3% 12.2% 16.1%

Housing, Water, Electricity, Gas, & Other Fuels 3.5% 3.3% 3.8%

Transport 2.4% 2.6% 2.7%

Recreation & Culture 7.6% 8.3% 3.2%

Education 2.2% 2.5% 2.4%

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)

On a seasonally adjusted basis, inflation slowed to 0.7% 
m-o-m in December from 0.9% (revised downward) 
a month earlier. The annualized rate (still seasonally 
adjusted or SAAR) eased to 8.7% from 11.4% in November.

We view the spike in food prices as abnormal and we 
expect these to fall as Q1-2021 unfolds. Likewise, while 
crude oil prices surged in December and January, U.S. 
Energy Information Administration (EIA) projects these to 
flatten for most of the year. Thus, we expect only a slight 
uptick of full year inflation from 2.6% in 2020.

Figure 3 - M1, M2, M3 Growth Rates
M3 Growth Eased on Slow Lending

Source of Basic Data: Bangko Sentral ng Pilipinas (BSP)
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$965.8-M. Next came the People’s Republic of China 
(PRC) at P$923.7-M (15.9% of total exports), while the 
other three top export destinations saw lower amounts 
with Japan at $872.9-M (15.1%), Hong Kong at $736.1-M 
(12.7%), and lastly Singapore at $313.8-M (5.4%).

activities; electricity, gas, steam & air conditioning; human 
health & social work activities, among others. Growth in 
net foreign assets (NFA) of monetary authorities expanded 
by another 22.9% y-o-y in November as the country’s 
gross international reserves (GIR) reached $104.8-B during 
the month.

By commodity group, electronic products retained pole 
position with $3.5-B earnings (60.9% of total exports), 
supported by a 4.6% gain. Meanwhile, manufactured 
goods got the highest share of the total exports at 
85.5% or $4.9-B by major type of goods, up by 3.1% 
y-o-y.

The U.S. held on as the top contributor accounting for 
16.5% of total exports, as shipments grew by 6.2% to 

Figure 4 - Exports Growth Rates, Year-on-Year
Exports Up by 3% in November

Source of Basic Data: Philippine Statistics Authority (PSA)

Exports Expand Again in November as More Commodity 
Groups Became Positive 
November exports rebounded by 3% y-o-y to $5.8-B, 
from -1.2% y-o-y a month ago as the Chinese and U.S. 
economies recover from the pandemic, with shipments 
climbing by 32.5% and 6.2%, respectively. YTD, exports 
amounted to $57.9-B or down by 11.1% from the same 
period a year ago. Seven out of 10 major commodity 
group gained as cathodes & sections of cathodes, of 
refined copper remained as the topnotcher with an 83.2% 
y-o-y growth. Gold (+59.5%) and coconut oil (+40.4%) 
exports followed suit. On the negative side were other 
mineral products (-14.4%), other manufactured goods 
(14.4%) and machinery & transport equipment (-5.9%).

November exports rebounded by 3% y-o-y 
as the Chinese and U.S. economies recover 

from the pandemic.

Figure 5 - Imports of Capital Goods (in Million USD)
Slight Dip in Imports of Capital Goods

Source of Basic Data: Philippine Statistics Authority (PSA)

November Imports of Capital Goods Down by 15.8%
Imports of capital goods slid by 15.8% y-o-y to $2.7-
B in November, a slight improvement from -19.5% a 
month ago. All types of capital goods imports declined, 
except for telecommunication equipment & electric 
machinery which grew by 4.2%. With widespread 
work-from-home arrangement, imports of office & 
EDP machines slid by 1.9%, the least among the losers. 
Imports of aircraft, ships & boats fell the most by 69.3% 
as international travel has stalled, while import demand 
for land transport equipment excluding passenger 
cars & motorized cycle also plunged by 45.7%. 
Substantial decreases also hit power generating & 
specialized machines imports which tumbled by 32.5%, 
while professional, science, controlling instruments, 
photographic equipment & optical goods imports 
likewise dropped by 32%.

Only special transactions gained anew in November with 
a 9.6% uptick. Other major categories had large declines 
starting with mineral fuels, lubricant & related materials at 
-30.2%, followed by consumer goods at -24.5% and lastly, 
raw materials at -16.7%.

Trade deficit in November amounted to $1.7-B, down by 
52.6% y-o-y. Likewise, it fell by 3.1% m-o-m.
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Figure 6 - OFW Remittances Growth, Year-on-Year
Remittances Almost Flat, Matched Previous Year’s Level

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

OFW Remittances Flat in November
Personal remittances sent by Filipinos working abroad 
(OFWs) in November inched up by 0.1% y-o-y to $2.6-B, 
albeit slower than the 2.5% increase a month ago. YTD, 
these almost reached $30.0-B, just 0.9% lower than in 
the same period last year. Inflows coming from sea- and 
land-based workers with contracts locked-in for at least 
one year supported the moderate growth in remittances 
(+0.5%). Meanwhile, remittances sent by those with less 
than one-year contracts fell slightly by 0.3%. 

Cash remittances also grew by 0.3% (or $2.4-B) amid 
strong transfers from land-based workers. By country 
source, remittances from the U.S., Singapore, Qatar, 
Oman, Hong Kong and Taiwan contributed to the 
positive performance of remittances.

However, the peso equivalent of personal remittances 
in November fell due to the 4.9% peso appreciation, 
buffeting OFW families again. However, remittances 
may increase in December as OFWs usually send more 
money to their relatives here in time for the Christmas 
holidays.

The outlook for 2021 looks a bit more positive with the 
global economy on the mend.

Personal and cash remittances posted flat 
growths in November at 0.1% and 0.3%, 

respectively.

Figure 7 - Dollar-Peso Exchange Rates and Moving Averages
Flatter Curve for Dollar-Peso Exchange Rates in December

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

Exchange Rates vs USD for Selected Asian Countries
Nov-20 Dec-20 FY 2020

AUD -1.9% -3.4% -8.3%

CNY -1.8% -1.0% -6.9%

INR 1.0% -0.7% 3.6%

IDR -3.3% -0.7% 1.9%

KRW -2.6% -1.9% -6.7%

MYR -0.9% -1.4% -2.1%

PHP -0.5% -0.4% -5.5%

SGD -0.9% -1.1% -1.7%

THB -2.6% -1.3% -0.2%

Note: Positive changes mean depreciation (red) and negative changes mean 
appreciation (green) against the greenback

Currencies Across the Globe Appreciate vs U.S. Dollar
The dollar-peso exchange rate hit a four-year strength as 
it appreciated even more in December with an average of 
P48.06/$ from P48.25/$ a month earlier as the country’s 
trade deficits remained muted. The volatility measure 
slimmed to 1.9% with the U.S. dollar trading between 
P48.11/$ and P48.03/$.

Philippine peso may continue to trade within a narrow 
range as the actual exchange rate has kept close to the 
30-day moving average (MA) rate and the 200-day MA 
curve fell a bit more slowly. 

The U.S. dollar weakened due to the resurgence of 
COVID-19 cases and deaths, and so the currencies 
across the region continued the appreciation mode. The 
Australian dollar became the biggest gainer with a 3.4% 
uptick as it benefitted from the runup of commodity 
prices.
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Outlook
The economy looks set to rebound from the annus 
horibilis of 2020, despite the release of a bit mixed 
economic data.

• NG spending appears on an accelerating pace as it has 
posted a positive print in November despite a very high 
base. The President has shown impatience at the slow 
pace of infrastructure work in some regions.

• Job increases will likely take a faster pace in Q2-2021 as 
the infrastructure and consumer spending gain traction 
starting that quarter, with the latter getting a further boost 
from higher OFW remittances.

• Exports will likely turn largely positive in 2021 as 
China, ASEAN, and the U.S. economic recoveries gain 
traction. Exports for September to November notched 
by a slight 1.5% increase after all.

• Inflation may only rise a little faster in 2021 as we 
expect food prices to fall in Q1, bringing down the 
average inflation for that quarter to 3%. It will remain 
there or lower towards the end of the year. 

• Money growth will likely return to a double-digit pace 
by H2-2021 as the economy moves into the fast lane.

• The dollar-peso rate may have seen its strongest in 
the past months as the trade deficit renews its climb 
and the U.S. dollar sees its bottom in Q1.



8 First Metro Investment Corporation - UA&P

Despite modestly rising interest rates in the U.S. and accelerating headline inflation rates in November and De-
cember, the local bond market appeared more confident of the continued low interest rate environment. Investors 
flocked the Bureau of the Treasury (BTr) auctions particularly for shorter tenors, while trading in the secondary mar-
ket for government securities (GS) surged by 49.7% month-on-month (m-o-m) in December. 10-year Treasury bond 
(T-bond) yields hovered around 3% despite a 9 bps increase in U.S. 10-year T-bond yields to 0.93%. The latter has con-
tinued to rise by another 20 bps by mid-January, while the local equivalent tended to soften. Liquidity plus the strong 
reception for the $2.8-B ROP issue (at record low coupon rates) early in December offset the negative forces above.

Outlook: With the economy remaining feeble in H1-2021 as strict, “shotgun” quarantine restrictions impede produc-
tion, resulting in still high levels of unemployed, demand for funds will stay muted, at the same time that we expect 
the Bangko Sentral ng Pilipinas (BSP) to further cut policy rates by 25 bps in Q1-2021 to help get the economic recov-
ery into a faster mode. Our overall view for 2021 remains constructive as we see the yield curve moving only within a 
narrow band. Besides, the National Government’s (NG) borrowing program will not make a dent in the funds market 
since it has pre-funded most of its requirements for H1.

 FIXED INCOME SECURITIES

Source: Bureau of the Treasury (BTr)

LOCAL BOND YIELDS DEFY RISE IN U.S. TREASURIES

The Market Call January 2021 

Date
T-Bond/

T-Bill
Offer

(Php B)
Tendered

(Php B)
Accepted

(Php B)
Tendered 
÷ Offered

Ave.
Yield

Change 
bps

14-Dec 91-day 15.000 52.649 15.000 3.510 1.022 3.6

 182-day 15.000 50.833 15.000 3.389 1.400 1.5

 364-day 30.000 123.215 30.000 4.107 1.686 -0.9

Subtotal  60.000 226.697 60.000 3.778   

02-Dec 3 year 30.000 68.516 30.000 2.284 2.169 4.2

15-Dec 10 year 30.000 70.455 30.000 2.349 2.791 11.8

10 year
TAP 10.000 14.523 10.000 1.542 2.791

Subtotal  70.000 153.494 70.000 2.193   

All 
Auctions  130.000 380.191 130.000 2.925   

Primary GS Auctions: Robust Demand Despite One 
Auction Less
With one less Treasury bill auction in December, bringing 
total offering down 20.3% to P130.0-B from P163.0-B a 
month earlier, demand for short-term papers remained 
robust as the tender-offer ratio (TOR) rose marginally to 
3.778x from 3.754x in November. TOR for the P70.0-B 
Treasury bond (T-bond) moved up slightly to break the 
downward trend since September 2020. 

91-day T-bill yields climbed by 3.6 bps to 1.022% from 
0.986%, while 182-day T-bill yields inched up 1.5 bps 
to 1.400% from 1.385%. 364-day T-bill yields, however, 
practically moved sideways as they edged down by 0.9 bps 
to 1.686% from 1.695%.  

Despite slightly higher TOR from 2.174 x to 2.193x, 
longer term T-bond offerings saw slightly higher yields. 
3-year T-bond yields rose to 4.2 bps to 2.169% from 
2.224%, while 10-year T-bond yields went up by 11.8 
bps to 2.791% from 2.200%. 

Source: Trading Economics

Figure 8 - PH vs U.S. 10 Year Yields
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Secondary GS Market: Climbed Once More
The market responded positively to the widely unexpected 
25 bps cut in Bangko Sentral ng Pilipinas’ (BSP) policy rate 
in November 2020. Monthly turnover in the secondary GS 
market rebounded by 49.7% month-on-month (m-o-m) 
after its descent since September. Total trading volume 
climbed to P469.0-B or up by 81.7% year-on-year (y-o-y). 
Overall, trading volume reached P6.1-T year-to-date (YTD) 
or a 15.9% increase from a year ago.  

More action occurred in the belly of the curve where 
3-year and 5-year benchmark yields fell by 11.3 bps and 
13.6 bps to 2.077% and 2.503%, respectively. 7-year yields 
also slipped but only by 5.5 bps to 2.783%. Benchmark 
yields for shorter term came relatively flat with 3-month 
and 6-month yields slipping by a tiny 1.4 bps to 1.117% 
and 1.414%, respectively, while 1-year inched up by 0.8 
bps to 1.712%. The longer end of the curve saw a bit more 
of increases in yields with 10-year bonds up by 5.5 bps to 
2.996%, while the 20-year tenor climbed by 10.7 bps to 
3.965% from 3.858%.

The 2-year vs 10-year yields spread remained unchanged at 
103 bps. 

Source: Philippine Dealing Systems (PDS)

Figure 10 - GS Benchmark Bond Yield Curves
Yields Slightly Moved in December

Figure 11 - 91-day T-bill and 10-year T-bond Daily Yields 
Spread Widened by 1.9 bps from 1.8 bps Last Month

Total trading volume for corporate bonds 
spiked by 53% in December as the hunt for 
yields for the holiday season varied across 

firms.  

Source: Philippine Dealing Systems (PDS)

Corporate Bond Trading: Volume Went Up Driven by 
Holiday Season
Total trading volume for corporate bonds spiked by 53% 
m-o-m to P5.8-B in December from P3.8-B a month 
ago as the hunt for yields for the holiday season varied 
across firms. For the full year, it increased by 65.9% to 
P75.9-B from P67.1-B in 2019.

SMC Global Power Holding Corporation (SMCGC) 
remained as the top gainer for the third consecutive 
month with P1.2-B or 39.5% of the total trades of the 
top five corporate bonds. The other four included: Ayala 
Land, Inc. (ALI), SM Prime Holdings, Inc. (SMPH), Ayala 
Corporation (AC), and SM Investments Corporation 
(SMIC). SMPH climbed to second place with P766.4-M 
or an increase of 260.5%. ALI and AC followed with 
P742.4-M (+14.7%) and P275.1-M (+161.5%) volumes, 
respectively. Lastly, SMIC soared by 115.8% but on a 
small volume of P49.8-M. 

Source: Philippine Dealing Systems (PDS)

Figure 9 - Monthly Total Turnover Value (in Billion Pesos)
Monthly Volume Went Up by 49.7% M-o-M
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Sources: Bloomberg, First Metro Investment Corporation (FMIC)

Figure 13 - ROPs Daily Yields
Longer Tenors Steady at the Last Month of the Year

Figure 14 - ROPs Yield, Month-on-Month Changes (bps)
Mild Changes for 10-Year and 20-Year Yields

Sources: Bloomberg, First Metro Investment Corporation (FMIC)

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

Date 1-year 10-year 20-year

01-Oct 140.8 80.4 135.3

01-Nov 239.9 70.4 126

01-Dec -10 59 120.4

Corporate Issuances and Disclosures
• State-owned Development Bank of the Philippines 
(DBP) listed its P21.0-B 2-year fixed rate bonds at a 
discount rate of 2.5% per annum to fund crisis-hit firms, 
especially MSMEs so as to contribute to the country’s 
economic recovery.

• SMPH has applied with the Securities and Exchange 
Commission (SEC) for the issuance of a P5.0-B fixed rate 
bonds with an oversubscription option of P5.0-B with 
maturities of 2.5 years and 5 years under its P100.0-B 
shelf registration program.

• UnionBank of the Philippines raised P9.0-B in peso 
denominated fixed rate bonds via dual tranche offering. 
This is the third bond issuance from its P39.0-B Bonds 
Program. The 3-year tranche raised a total of P8.1-B 
with a coupon of 2.750%. Likewise, the 5.25-year 
tranche raised a total of P885.0-M with a 3.375% 
coupon rate.

Figure 12 - Total Corporate Trading Volume (in Billion Pesos) 
Trading Volume Rose More Than Half in December

Source: Philippine Dealing Systems (PDS)

ROPs: Spreads Narrow for Longer Dated Papers
Benefitting from positive response due to the 
unexpected $2.8-B issuance of 10.5-year (with tighter 
spread of T+70) and 25-year U.S. dollar-denominated 
bonds in early December and the downgrade of 
Malaysian sovereign bonds by Fitch to BBB+, the 
Republic of the Philippines’ U.S. dollar-denominated 
bond (ROPs) yields eased mildly in December.

ROP-30 shed by 2.4 bps to 1.520% from 1.544%, while 
ROP-40 inched up by 2.4 bps to 2.654% from 2.630%. 
On the other hand, 10-year and 20-year U.S. Treasury 
bond yields went up by 9 bps to 0.93% from 0.84% and 
8 bps to 1.45% from 1.37%, respectively. However, the 
short-term tenor (1-year) slipped by a tad.

The spread between ROP-30 and ROP-40 and 
equivalent U.S. T-bond yields narrowed by 21.4 bps and 
5.6 bps, respectively to end at 59 bps and 120.4 bps as 
explained above.
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Figure 15 - Comparative Yield Curve Between ASEAN per Tenor

Sources: Asian Development Bank (ADB), Federal Reserve

ASEAN + 1: Slight Flattening of Yield Curves Seen in 
ASEAN 
U.S.: The gains in the real economy appear to have 
slowed down as 2020 ended. Retail sales fell further 
by 0.7% in December from -1.4% in November.  
Employment dropped by 140,000 in December, 
although this roughly equals the upward revisions 
for October and November which come to 135,000. 
However, the flat job creation will not be good enough 
for a robust recovery. Thus, while we saw consumer 
confidence rise to 80.7 in December from a month 
earlier, it still ended lower than in October, prior to the 
recent surge in COVID-19 cases and deaths. 

One metric—housing starts—continued to impress 
as it held on to its upward thrust with a 5.2% m-o-m 
gain in December to a year high of 1.7-M, a faster pace 
than the 3.1% in the previous month. Historically low 
interest rates explain much of this.  

Consumers, however, had to contend with faster 
inflation as CPI rose m-o-m to 0.4% (seasonally 
adjusted) in December from 0.2% in November, but 
y-o-y growth came in at 1.4%, much below the Fed’s 2% 
long-run target. 

The yield curve steepened by 12 bps (measured 
between 10-year and 2-year T-bond yields) to end at 80 
bps.

China: GDP expanded by 2.6% in Q4-2020 (seasonally 
adjusted, m-o-m) enabling full growth to also hit 2.6%, 
much above the International Monetary Fund’s (IMF) 
forecasts in October as all sectors recovered from the 
pandemic. 

The trade surplus soared to a record high of $78.2-B in 
December 2020 as exports grew by 18.1% y-o-y, while 
imports rose mildly by 6.5%. For 2020, trade surplus 
reached $535.0-B, a 27.2% jump from the previous 
year. Exports soared due to the global demand of work 
from home technologies and health care equipment. 

Caixin Manufacturing PMI for China was down to 53 
in December after a 38-month high of 54.9 a month 
earlier as production, new orders and exports remained 
strong. 

December CPI inched up to 0.2% y-o-y after a -0.5% 
drop a month ago. The increase in food prices (1.2% in 
December vs -2.0% in November) drove CPI, while pork 
prices improved (-1.3% vs -12.5%). Full-year inflation 
eased to 2.5% from 2.9% in 2019. 

Meanwhile, on equities, the CSI 300 Index rose by 2.9%, 
close to a 13-year high, taking a month’s gain to 7.4%, 
an indicator that investors are bullish on the market’s 
outlook.

Policy rates remained unchanged since September 
2020. With more robust growth still in store, the spread 
between 10-year and 2-year bond yields climbed by 13 
bps to 46 bps in December.

Indonesia: IHS Markit Manufacturing PMI climbed to 
51.3 in December from 50.6, as recovering demand 
from the pandemic disruption is reflected in stronger 

Figure 16 - Trade Balance of China

Source: Bloomberg

Weak economic numbers in the U.S. slowed 
the gains in the real economy as 2020 ended.
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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
Nov-20 Dec-20

U.S. 0.13 0.93 1.1 (0.17) 68 80 12 0.12 (0.98)

PRC 2.74 3.20 2.9 0.30 33 46 13 2.95 0.05

Indonesia 4.19 5.98 1.9 4.08 184 179 (5) 3.75 1.85

Malaysia 1.83 2.66 (1.1) 3.76 100 83 (17) 1.75 2.85

Thailand 0.56 1.13 (0.8) 1.93 75 57 (18) 0.50 1.30

Philippines 1.91 2.94 2.6 0.54 103 103 (0) 2.25 (0.60)

book orders. 

Consumer confidence index in December shot up to 
96.5 from 92 a month earlier, driven by more positive 
perception of current economic conditions and future 
expectations. 

Trade surplus slimmed to $2.1-B in December from the 
previous month’s $2.6-B, despite faster rise in exports 
of 14.6% from 9.4% a month earlier. Imports improved 
to -0.5% from -17.5% in November. 

Headline inflation rate for December inched up to 
1.68% y-o-y, the highest since June, mostly due to the 
higher costs for food, drinks, and tobacco (3.63% in 
December vs 2.87% in November). 

Indonesia’s budget deficit reached 6.1% of GDP or 
$68.0-B, roughly three times higher than the $22.0-
B or 1.8% of the GDP in 2019. The IMF projects GDP 
growth to be at 4.8% and 6% for 2021 and 2022, 
respectively as the economy appears to have started 
rebounding in H2-2020. 

The 10-year vs 2-year yield spread contracted by 5 bps 
as the shorter end rose a bit more than longer tenors. 
 
Malaysia: IHS Markit Manufacturing PMI increased 
to 49.1 in December from 48.4 last month, the fifth 
straight month of contraction as both output and new 
orders remained feeble, with demand still weak from 
the pandemic. 

Trade surplus rose to $4.1-B from $1.6-B in the same 
month a year ago as exports rose by 4.3% y-o-y 
to $20.8-B in November, while imports fell by 9% 
y-o-y to $16.7-B in November. Exports increased for 
manufactured goods (+8.1%), agricultural goods (+6%), 

palm oil & palm oil-based agriculture products (12.1%), 
while exports plunged for mining sectors (-34.6%). 
Meanwhile, arrivals of capital and intermediate goods 
plunged by 26.5% and 10.6%, respectively. 

Consumer prices dropped to 1.7% y-o-y in November 
from -1.5% a month ago. The main drivers were 
transport (-11.1% in October vs -10.2% November), 
housing (-3.3% vs -3%), and clothing prices (-0.5% vs 
-0.4%). 

Foreign holdings of Malaysian bonds amounted to 
$50.0-B in 2020 compared to the $45.7-B recorded in 
2019. Thus, Bank Negara Malaysia’s foreign exchange 
reserves spiked by 45.8% since March 2018 to $107.6-
B at the end of December 2020.

The spread between 10 year and 2-year bond yields 
narrowed by 17 bps to 83 bps from 100 bps as long-
dated papers yields rose slower than the shorter ones.

Thailand: Thailand’s GDP shrank by 6.4% y-o-y in Q3-
2020, following a revised (downward) contraction of 
12.1% in Q2. It fell less than market expectations of an 
8.6% drop as the government put stimulus measures in 
place, while also easing COVID-19 related restrictions. 

Exports dropped by 3.7% y-o-y to $18.9-B, while 
imports slipped by only 1% to $18.9-B, dwindling trade 
surplus to $0.1-B in November from $0.6-B a year ago. 

It had 6.7-M foreign tourist arrivals in the first 11 
months of 2020, a plunge of 81.4% y-o-y. 

Annual inflation fell by to 0.27% y-o-y in December 
2020, the tenth consecutive month of deflation. Cost 
of transport dropped at a slower pace (-3.07% in 
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December vs -4.18% in November) due to vehicles and 
vehicle operations. Food inflation also eased (1.38% 
vs 1.7%), mostly due to meats, vegetables, and fruits. 
Consumer confidence index went down to 50.1 in 
December from 52.4 in November. 

Household debt averaged to THB483,950 per 
household, up by 42.3% from 2019 due to the severe 
economic slowdown that has resulted to job losses, 
lower income and higher cost of living. 

Investor confidence for stocks remained bullish 
as foreign funds flowed in amidst expectations of 
faster recovery earlier than predicted. Sectors such 
as banking, petrochemicals and information and 
communication technology ranked as the most 
attractive. 

The spread between 10-year and 2-year bond yields 
dropped by 18 bps from 75 bps to 57 bps mainly due 
to the fall in the longer-dated debt papers.

Outlook
We remain sanguine about the bond markets as we see 
the fairly stable, low interest rate environment to prevail.

• The recent surge in U.S. 10-T-bond yields by more 
than 20 bps YTD may not have much more oomph 
left due to the following: (1) recent weak economic 
numbers such as zero employment creation, second 
consecutive month of negative retail sales, lower 
consumer confidence, declining automobile output 
and slower durable order gains, and (2) the Fed’s 
commitment to very low interest rates until 2023.

• Domestically, we do not see a case for major upward 
movement of interest rates, considering that the 
economy will likely remain negative even up to Q1, 
and this would mean weak demand for funds by 
firms. Thus, it will prompt BSP to cut policy rates (i.e. 
to align with secondary market) and/or trim reserve 
requirements ratio (RRR) to provide an added boost to 
the ailing economy. 

• We also do not see unusually high demand for funds 
from NG, which as of November, had increased its cash 
position by a huge P1.3-T, sufficient to cover its deficits 
up to Q3 of this year.

• We think we have seen the worst scenario in 
the inflation space, as we expect more production 
bottlenecks, and supply chain issues resolved in Q1.  

Lower food prices by February should easily offset the 
rise in crude oil prices which appear toppish. Crude oil 
futures as of end-December showed backwardation, 
while oil rig count in the U.S. continued its upward 
trek since October 2020. Projections by the U.S. 
Department of Energy also show a downward trend in 
2021 after a spike in January.

• We expect aggressive fundraising by large firms in 
the bond market as interest rates remain very low and 
banks appear still hesitant in lending particularly in Q1. 
Banks will move once they see firms begin to ramp up 
output on a monthly basis.

• ROPs will remain a viable investment vehicle in Q1 
as the country enjoys a very strong external account. 
U.S. Treasuries show little upside and may continue to 
benefit from the downgrade of Malaysian sovereign 
bonds by Fitch, and a stable exchange rate.
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Riding the global momentum towards more risky assets, PSEi ended the year on a positive note as it gained by 5.1% 
month-on-month (m-o-m) in December at 7,139.71. Heavily-weighted Holdings sector (with a 39% share based on 
market capitalization) led the uptick (excluding small Mining & Oil) across all sectors as investors bet on a robust 
economic recovery based on strong liquidity, perceptions of less covid-related restrictions and relatively good earn-
ings reports for Q4-2020. However, the recent run failed to raise PSEi above last year’s close as it dropped by 8.6% 
for the full year. Apart from the only positive print for Mining & Oil, other sectors slipped from a year ago, although 
Industrials and Holdings sectors had eased the least by 2.5% and 3.1%, respectively.

Outlook: We view 2021 as constructive, with the PSEi ending between 7,800 and 8,100 in tandem with the economic 
recovery and a sharp rebound in corporate earnings (EPS) by 24% and 28% in 2021 and 2022, respectively from its 
estimated 36% drop in 2020. However, for now, the index appears fully valued since the P/E ratio at 19x is just aligned 
to the 5-year average. Thus, investors need to apply selectivity and good timing since much volatility will still punctu-
ate 2021, especially if actual results fall below expectations.

  EQUITY MARKETS

DJIA and PSEi continued to tread in the same direc-
tion in December with a correlation of +0.3, a slight 
improvement from November’s +0.2. On the foreign 
front, DJIA broke past the 30,000-barrier as more in-
vestors hope for a robust economic recovery. Investors 
shifted money away from technology stocks to focus 
on health care stocks, as well as consumer-oriented 
firms amid pronounced unemployment and battered 
small businesses. On the local front, the PSEi posted 
its best finish in 10 months as it nearly touched the 
7,300-level before the rally petered out due to possible 
fresh lockdown restrictions which would drag the local 
economy’s recovery prospects. That said, the efforts 
made in 2020 such as the approved 2021 budget and 
reforms can move in-step to help long-term growth 
and attract foreign investors. 

Sources: Bloomberg and Yahoo Finance

PSEi ENDS YEAR ON POSITIVE NOTE 

Sources: Bloomberg & Yahoo Finance

Global Equities Markets Performances

Region Country Index
Dec

M-o-M 
Change

FY 2020 
% Change

Americas US DJIA 3.3% 7.2%

Europe Germany DAX 3.2% 3.5%

 London FTSE 101 3.1% -14.3%

East Asia Hong Kong HSI 3.4% -3.4%

 Shanghai SSEC 2.4% 13.9%

 Japan NIKKEI 3.8% 16.0%

 South Korea KOSPI 10.9% 30.8%

Asia-Pacific Australia S&P/ASX 200 1.1% -1.5%

Southeast 

Asia
Indonesia JCI 6.5% -5.1%

 Malaysia KLSE 4.1% 2.4%

 Thailand SET 2.9% -8.3%

  Philippines PSEi 5.1% -8.6%

Sources: Wall Street Journal, Bloomberg

The Market Call January 2021

Figure 17 - PSEI and DJIA
Correlation Stepped Up to +0.3 in December

Riding on the momentum in November, global opti-
mism remained upbeat with a year-end rally across the 
board on unprecedented stimulus measures and vac-
cine breakthroughs despite news of the new COVID-19 
spreading widely across the U.K. The passage of the 
U.S. fiscal stimulus worth $900.0-B and positive reports 
of the Brexit deal led to a surge in global markets. 
Asian markets also traded in the green as the rollout 
of COVID-19 vaccines has begun in several countries.  
KOSPI posted a hefty 30.8% gain in 2020, followed by 
NIKKEI and SSEC with their 16% and 13.9% surges, re-
spectively, On the other end of the spectrum, London’s 
FTSE 100 ended at the bottom with a 14.3% full year 
fall. 
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Source of Basic Data: PSE Quotation Reports

Monthly Sectoral Performance

27-Nov-20 29-Dec-20
FY 2020 

% ChangeSector Index
M-o-M 

% Change
Index

M-o-M 
% Change

PSEi 6,791.46 7.4% 7,139.71 5.1% -8.6%

Financial 1,427.29 16.6% 1,447.64 1.4% -22.3%

Industrial 8,950.75 5.8% 9,393.42 4.9% -2.5%

Holdings 6,931.07 5.3% 7,354.65 6.1% -3.1%

Property 3,411.02 11.7% 3,664.47 7.4% -11.8%

Services 1,500.21 4.2% 1,514.09 0.9% -1.1%

Mining and Oil 8,475.40 12.6% 9,528.15 12.4% 17.7%

Figure 18 - Net Foreign Selling vs PSEi (in PHP ‘000)
PSEi Beat Continued Foreign Selling Company Symbol 27/11/20 

Close
29/12/20 

Close
M-o-M

% Change
FY 2020 

% Change

Metrobank MBT 47.95 49.05 2.3% -39.4%

BDO Unibank, Inc. BDO 103.30 106.80 3.4% -18.3%

Bank of the Philippine Islands BPI 83.00 81.35 -2.0% -13.5%

Security Bank Corporation SECB 124.50 134.00 7.6% -13.5%

Source of Basic Data: PSE Quotation Reports

Source of Basic Data: PSE Quotation Reports

Although PSEi rose by 5.1% month-on-month (m-o-m) 
in December, it still fell by 8.6% for the full year (FY) 
of 2020. Domestic investors again supported the local 
bourse and made up for the continued net foreign sell-
ing (see last section). Thus, net foreign selling and PSEi 
diverged paths in December as seen in the above graph 
with a lower correlation of +0.02 between the two.

Nonetheless, all six sectors still pushed PSEi to close the 
year on a good note with Mining & Oil bagging the top 
spot for both m-o-m and FY gainers, while the others 
sustained their upward trek m-o-m only.

Figure 19 - Financial Sector Index (Oct 2020 - Dec 2020)
Financials Slowed With a 1.4% Rise

Source of Basic Data: Bloomberg

Financial sector slowed down in December with a rise 
of 1.4%. Financials traded relatively higher than in the 
previous months as it mirrored the movement of the 
local bourse. All banking stocks landed on the green 
except for Bank of the Philippine Islands (BPI), the only 
sectoral loser.

Security Bank Corporation (SECB) continued to lead 
index gainers as investors remained impressed by gains 
in earnings in Q3-2020 and as a likely beneficiary of the 
economic recovery.

BDO Unibank, Inc. (BDO) booked a 3.4% increase on 
buying selectivity of some investors. BDO announced a 
declaration of a regular cash dividend of P0.30 per com-
mon share payable in Q4-2020 from the surplus profits 
of the bank as of December 2019.

Metrobank (MBT) went up by 2.3% on news that it 
has extended anew the waiver of fees for InstaPay and 
PESONet transactions until end-March this year in order 
to encourage clients to shift to online transactions.

BPI’s share price took some losses as it expects nonper-
forming loans (NPLs) to reach at least 3% in 2020. Loan 
loss reserves reached P21.1-B as of end-September 
2020, more than fourfold than the P4.6-B earmarked in 
2019.

PSEi rose by 5.1% in December but fell by 
8.6% for full year 2020.
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Company Symbol 27/11/20 
Close

29/12/20 
Close

M-o-M
% Change

FY 2020 
% Change

Ayala Corporation AC 823.50 827.00 0.4% -8.1%

Metro Pacific Investments 

Corporation
MPI 4.10 4.28 4.4% -7.8%

SM Investments Corporation SM 970.00 1,049.00 8.1% 14.3%

DMC Holdings, Inc. DMC 5.60 5.66 1.1% -55.7%

Aboitiz Equity Ventures AEV 42.20 47.25 12.0% -14.1%

GT Capital Holdings, Inc. GTCAP 580.00 585.00 0.9% -40.0%

San Miguel Corporation SMC 128.00 128.10 0.1% -12.9%

Alliance Global Group, Inc. AGI 9.80 10.60 8.2% -10.9%

LT Group Inc. LTG 13.20 13.10 -0.8% -21.1%

JG Summit Holdings, Inc.. JGS 65.65 71.60 9.1% 28.5%

Source of Basic Data: PSE Quotation Reports

Company Symbol 27/11/20 
Close

29/12/20 
Close

M-o-M
% Change

FY 2020 
% Change

Meralco MER 281.60 292.00 3.7% -23.2%

Aboitiz Power AP 25.75 26.55 3.1% -24.4%

Jollibee Foods Corporation JFC 189.00 195.20 3.3% -33.1%

First Gen Corporation FGEN 29.35 28.15 -4.1% 40.9%

Universal Robina Corporation URC 142.00 152.50 7.4% 20.1%

Petron Corporation PCOR 4.27 3.99 -6.6% -48.2%

Source of Basic Data: PSE Quotation Reports

Figure 20 - Industrial Sector Index (Oct 2020 - Dec 2020)
Industrial Sector Picked Up Pace in December

Gainers outnumbered losers and pushed the Industrial 
sector to pick up 4.9% in value as in November. Petron 
Corporation (PCOR) lost the most among Industrial’s con-
stituent stocks by 6.6%, correcting from the 39.1% surge 
a month earlier. Meanwhile, for full-year performance, 
only First Gen Corporation (FGEN) and Universal Robina 
Corporation (URC) made it to the green with hefty gains 
of 40.9% and 20.1%, respectively. 

Universal Robina Corporation (URC) increased by 7.4% 
m-o-m after being recognized as the country’s top ex-
porter for the processed and beverage sector. URC’s ex-
port transactions reached some $30.0-M in 2019 and are 
still pushing forward despite the effects of the COVID-19 
pandemic on local and global trade.

Meralco (MER) bounced back in December (+3.7%) 
mainly due to lower generation charges caused by lower 
overall power demand in the Luzon grid. Meanwhile, 
MER has also clarified news following PSE’s suspension of 
MER’s trading of securities (effective December 28, 2020) 
as the firm had yet to submit the requirements for sub-
stantial acquisition of Global Business Power Corporation 
(GBP). MER, however, has since submitted the additional 
information and the local bourse lifted the suspension on 
the same day of effectivity.  

Source of Basic Data: PSE Quotation Reports

Following the uptrend, Jollibee Foods Corporation 
(JFC) rose by 3.3% with plans to embark on its most 
aggressive expansion program ever for its flagship 
brand in North America this year. JFC plans to open 28 
new stores there. Locally, JFC has launched a delivery 
service that would allow multiple-brand orders for 
various locations.

Aboitiz Power (AP) went up by 3.1% as AP highlight-
ed its plans to build six new power plants over the 
medium-term, both conventional and renewables 
and to issue P30.0-B retail bonds which it aims to sell 
in tranches depending on market conditions. AP has 
scheduled the issuance of the first tranche of retail 
bonds worth P4.0-B in Q1-2021.

First Gen Corporation (FGEN) contracted by 4.1% last 
month, but has soared by 40.9% for full year 2020. 
FGEN has selected three firms to advance to the next 
stage of its binding tender process for the charter of a 
floating storage regasification unit (FRSU) for its inter-
im offshore LNG terminal. 

Petron Corporation (PCOR) retracted and rejoined the 
red flag movement as it temporarily suspends opera-
tions in its Bataan refinery in mid-January to minimize 
losses in view of weak margins. The closure will affect 
1,000 directly employed workers, as well as more 
than 2,500 others who work in at least 25 third-party 
service providers that PCOR engages.
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Figure 21 - Holdings Sector Index (Oct 2020 - Dec 2020)
Holdings Sector Posted Another Increase

Source of Basic Data: PSE Quotation Reports

Holdings sector continued its uphill ride which enabled 
it to post higher gains in December by 6.1%. All sec-
toral constituent stocks moved into positive territory, 
except for the minimal decline in LT Group, Inc. (LTG). 
Top performers last year included JG Summit Holdings, 
Inc. (JGS) and SM Investments Corporation (SM) which 
climbed by 28.5% and 14.3%, respectively. 

Aboitiz Equity Ventures (AEV) led sectoral gainers 
after it partnered with Globe Telecom (GLO) to offer 
community WiFi service in the Visayas and Mindanao 
areas. The Aboitiz livelihood assistance program (worth 
P450,000) will also provide a month’s supply of poultry 
feeds and training from Pilmico, the integrated agribusi-
ness and food company of Aboitiz Equity Ventures, Inc.  
JGS followed suit with a 9.1% uptick, still driven by the 
group’s return to profitability in Q3-2020. 

Alliance Global Group, Inc. (AGI) also edged up by 8.2% 
riding on positive news. Emperador Inc. will contin-
ue to expand its brandy products in North and South 
America. The volume of its Don Pedro and Presidente 
products in the U.S. have been growing in the past five 
months amid the pandemic. 

SM Investments Corporation’s (SM) share price gained 
8.1% in value, also powered by the group’s return to 
profitability in Q3-2020. 

Share price of Metro Pacific Investments Corporation 
(MPI) moved up by 4.4% after the firm acquired Phil-
ippine Coastal Storage & Pipeline Corporation (PCSPC) 
together with Keppel Infrastructure Trust as it diversi-
fies its portfolio and invest in new revenue streams.

DMC Holdings Inc., (DMC) managed to gain 1.1% in 
value as reservation sales at DMCI Homes’ Prisma Res-
idences in Pasig city has reached P12.6-B, selling close 

to its total inventory. Robust demand for residences 
in the area remained as it has sold 3,024 of the 3,148 
residential units as of November 2020.

Ayala Corporation (AC) was up by 0.4% in December 
after AC Energy has approved a total of P10.8-B in fund-
ing for a solar energy project and a wind farm. The solar 
plant project in Pampanga, through a secured loan, 
would cover 100% of the project cost at P3.3-B. Mean-
while, AC also authorized the P7.5-B funding of a wind 
farm in Ilocos Norte, 70% of the total project cost.

At the end of the positive track, San Miguel Corporation 
(SMC) rose by 0.1% on various news such as SMC’s eq-
uity investment of P3.0-B in Petrogen Insurance Corpo-
ration, as well as San Miguel Foods’ introduction of a 
ready-to-eat product line. In addition, SMC has clarified 
that it only intends to operate and maintain the Ninoy 
Aquino International Airport (NAIA) rather than rehabil-
itate it. 

Company Symbol 27/11/20 
Close

29/12/20 
Close

M-o-M
% Change

FY 2020 
% Change

Ayala Land, Inc. ALI 38.00 40.90 7.6% 0.7%

SM Prime Holdings, Inc. SMPH 36.00 38.50 6.9% 7.5%

Robinsons Land Corpo-

ration
RLC 16.62 21.20 27.6% 5.2%

Megaworld Corporation MEG 3.83 4.08 6.5% -14.1%

Source of Basic Data: PSE Quotation Reports

Figure 22 - Property Sector Index (Oct 2020 - Dec 2020)
Sector Traded at Higher Levels by Yearend

Source of Basic Data: PSE Quotation Reports

AGI edged up on Emperador, Inc.’s contin-
ued expansion in North and South America.
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Company Symbol 27/11/20 
Close

29/12/20 
Close

M-o-M
% Change

FY 2020 
% Change

Philippine  Long Distance 
Tel. Co. TEL 1,314.00 1,340.00 2.0% 19.1%

Globe Telecom GLO 1,948.00 2,030.00 4.2% 6.8%

Robinsons Retail Holdings, 

Inc.
RRHI 68.00 65.00 -4.4% -18.8%

Puregold Price Club Inc. PGOLD 42.15 41.00 -2.7% -4.7%

International Container 

Terminal Services Inc.
ICT 116.80 123.50 5.7% 23.5%

Source of Basic Data: PSE Quotation Reports

Figure 23 - Mining & Oil Sector Index (Oct 2020 - Dec 2020)
Mining & Oil Sector Bagged Most Gains in December and 2020

Source of Basic Data: PSE Quotation Reports

Once again, Mining & Oil became the top performing 
sector in December as it surged by 12.4%. The sector 
swiftly climbed to touch the 9,500-level, the first time 
since September 2019. Higher commodity prices of safe 
haven investments such as gold as well as nickel and 
copper (benefitting non-constituent stocks like Nickel 
Asia and Philex) tagged along Semirara Mining and 
Power Corporation (SCC) to inch up by 12.1%.

Company Symbol 27/11/20 
Close

29/12/20 
Close

M-o-M
% Change

FY 2020 
% Change

Semirara Mining and 

Power Corporation
SCC 12.40 13.78 11.1% -40.2%

Source of Basic Data: PSE Quotation Reports

Despite a bumpy ride in December, the Property sector 
traded at higher levels than in November and became 
the second best performing sector with its 7.4% gain. 
All sectoral constituent stocks but Megaworld Corpora-
tion (MEG) landed on the green both m-o-m and FY.

Robinsons Land Corporation (RLC) surged by 27.6% to 
end the year with a 5.2% rise as more investors caught 
up on RLC’s favorable Q3-2020 earnings report. 

Ayala Land, Inc. (ALI) achieved a growth of 7.6% as ALI 
obtained more funds for its expansion plans with earlier 
transfer of income-generating property to its AREIT, 
the country’s first real estate investment trust. ALI 
plans to hive off more high-yielding prime commercial 
properties over the next three years in prime areas and 
business districts in Metro Manila and key provinces to 
AREIT. That said, the office sector will continue to drive 
AREIT’s income, contributing 89% of its revenues in 
2021. 

SM Prime Holdings, Inc. (SMPH) climbed by another 
6.9% on the back of holiday spending, as well as the 
gradual reopening of the economy. SMPH is set to raise 
up to P10.0-B from the second tranche of its P100.0-B 
bond program with a maturity period of up to 2.5 years 
and 5 years.

Megaworld Corporation (MEG) followed closely behind 
SMPH with a 6.5% uptick, still likely driven by the firm’s 
Q3-2020 core net income, up by 5.9% quarter-on-quar-
ter (q-o-q). 

Mining & Oil sector became the top perform-
ing sector for 2020, surging by 17.7%.

The office sector will continue to drive AREIT’s 
income, contributing 89% of its revenues in 

2021.
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Figure 24 - Services Sector Index (Oct 2020 - Dec 2020)
Services Flat in December

Source of Basic Data: PSE Quotation Reports

Services sector spiraled downwards, but ended on a flat 
note from November’s close. Robinsons Retail Holdings, 
Inc. (RRHI) led index losers, shedding 4.4% in value as 
a likely correction from its previous strong runup on 
the back of the company’s Q3-2020 earnings results.  
International Container Terminal Services, Inc. (ICT) and 
Globe Telecom (GLO) boosted the most, increasing by 
5.7% and 4.2%, respectively.

ICT also ended the year on a good note with a 23.5% FY 
gain. ICT has raised P4.7-B from the sale of its 40.0-M 
treasury common shares to fund general corporate 
purposes, capital expenditures and acquisitions. ICT en-
tered 2021 with $800.0-M raised in senior debt, hybrid 
equity and common shares from both existing and new 
stakeholders.

GLO, likewise, inched up by 6.8% for FY 2020. GLO plans 
to ramp up investments this year to expand fiber-optic 
cables to homes by 2.5 times compared to 2020. It has 
built 600,00 broadband lines, up by 55% from 2019. 

Philippine Long Distance Telephone Company (TEL) 
gained 2% in value (vs 19.1% FY) after the announce-
ment that TEL will spend P88.0-B to P92.0-B this year to 
improve services for both mobile and fixed broadband 
customers. Besides, TEL expects the biggest percentage 
of revenue increases to come from home broadband 
market this year despite the impact of the pandemic on 
the enterprise sector of the economy.

Conversely, Puregold Price Club, Inc. (PGOLD) dropped 
by 2.7% that was affected by a likely correction despite 
its steady performance to give solid returns over a long 
investment horizon.

Monthly Turnover (in Million Pesos)

Total Turnover Average Daily Turnover

Sector Value % Change Value % Change

Financial 30,063.31 -47.6% 1,670.18 -47.6%

Industrial 29,110.83 -2.8% 1,617.27 -2.8%

Holdings 29,209.23 -24.3% 1,622.73 -24.3%

Property 28,949.40 -20.6% 1,608.30 -20.6%

Services 41,065.12 -22.9% 2,281.40 -22.9%

Mining and Oil 7,641.56 25.9% 424.53 25.9%

Total 166,039.46 25.1% 9,224.41 25.1%

Foreign Buying 57,107.02 45.6% 3,172.61 45.6%

Foreign Selling 65,314.13 42.2% 3,628.56 42.2%

Net Buying (Selling) (8,207.11) 1.3% (455.95) 1.3%

Source of Basic Data: PSE Quotation Reports

Total Turnover
PSE trading volume ended 2020 with a 25.1% slump, 
wiping out the 20.8% it gained in November. All sectors, 
except Industrials, plunged  with Financials taking the 
biggest fall and the Industrial sector sliding the least.
 
Foreign selling continued its trend in December with 
net outflow of P8.2-B, but just a tad higher than No-
vember’s P8.1-B worth of exit. 

PSE trading volume ended 2020 with a 
25.1% slump, wiping out the 20.8% it 

gained in November.
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Recent Economic Indicators
NATIONAL INCOME ACCOUNTS, CONSTANT PRICES (In Million Pesos)

2018 2019 2nd Quarter 2020 3rd 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%  416,182 -5.4% 1.6%  404,981 -2.7% 1.2%
 Industry Sector  5,582,525  7.3%  5,843,934 4.7%  1,168,180 -11.8% -21.8%  1,110,995 -4.9% -17.2%
 Service Sector  10,920,048  6.7%  11,740,724 7.5%  2,548,812 -4.3% -17.0%  2,622,036 2.9% -10.6%

Expenditure
Household Final Consumption 13,250,084 5.8%  14,027,192 5.9% 2,920,306 -12.0% -15.3% 3,028,855 3.7% -9.3%
Government Final Consumption  2,199,637 13.4%  2,410,971 9.6% 853,151 51.6% 21.8% 612,157 -28.2% 5.8%
Capital Formation  4,959,105 11.3%  5,083,657 2.5% 599,162 -36.6% -53.7% 727,654 21.4% -41.6%
 Exports  5,518,573 11.8%  6,944,546 25.8% 962,320 -27.6% -35.8% 1,246,499 29.5% -14.7%
 Imports  7,662,209 14.6%  7,803,476 1.8% 1,240,715 -28.7% -37.9% 1,512,109 21.9% -21.7%

GDP  18,265,190  6.3%  19,368,513 6.0% 4,133,173 -6.6% -16.9% 4,138,012 0.1% -11.5%
NPI  1,947,159 2.0%  1,904,154 -2.2% 364,445 -21.2% -21.7% 341,010 -6.4% -28.2%
GNI 17,825,330 -6.6%  11,618,439 -34.8% 4,497,618 -8.0% 53.0% 4,479,022 -0.4% 58.8%

Source: Philippine Statistics Authority (PSA)

NATIONAL GOVERNMENT CASH OPERATION (In Million Pesos)
2018 2019 Oct-2020 Nov-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% 228,206 7.4% -12.7% 245,772 7.7% -19.4%
Tax 2,565,812 14.0% 2,828,012 10.2% 203,774 5.6% -14.2% 235,861 15.7% -17.1%
BIR 1,951,850 10.1% 2,175,506 11.5% 152,072 8.2% -14.6% 191,672 26.0% -17.4%
BoC 593,111 29.4% 630,310 6.3% 50,592 -0.3% -12.2% 43,712 -13.6% -13.3%
Others 20,851 3.4% 21,006 0.7% 1,110 -33.2% -34.0% 477 -57.0% -77.7%
Non-Tax 284,321 27.8% 308,971 8.7% 24,428 26.0% 1.6% 9,901 -59.5% -50.8%

Expenditures 3,408,443 20.7% 3,797,734 11.4% 289,568 -17.5% -6.8% 374,050 29.2% 2.3%
Allotment to LGUs 575,650 8.6% 617,982 7.4% 67,011 40.0% 24.4% 63,072 -5.9% 21.3%
Interest Payments 349,215 12.5% 359,874 3.1% 22,070 -49.1% 6.5% 2,035 -90.8% -88.2%

Overall Surplus (or Deficit) -558,259 59.2% -660,236 18.3% -61,362 -55.7% 24.6% -128,278 109.1% 110.7%

Source: Bureau of  the Treasury (BTr)

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

2019 Sep-2020 Oct-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% 3,962.50 0.5% 10.7% 3,699.40 -6.5% 3.4%
   Residential           14,581.10           7.6%  1,510.80 24.2% 27.8%  1,382.40 11.7% 17.0%
   Commercial           18,172.10           5.6%  1,310.20 -16.0% -10.4%  1,217.40 -22.3% -16.2%
   Industrial           13,006.60           3.1%  1,106.80 -2.3%  21.5%  1,054.20 -5.7%  15.7%

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

2018 2019 2nd Quarter 2020 3rd 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%  4,382 -570.9%  4,113 -1,254.0%
   Balance of Goods -50,972s 26.8% -49,313 -3.3% -5,429 -55.2% -7,831 -36.5%
      Exports of Goods 51,977 0.3% 53,475 2.9%  9,095 -33.3%  13,075 -7.4%
      Import of Goods 102,949 11.9% 102,788 -0.2%  14,523 -43.6%  20,906 -21.0%
   Balance of Services 11,608 33.5% 12,890 11.0%  2,648 -19.9%  3,604 -3.5%
      Exports of Services 38,397 10.2% 41,030 6.9%  6,080 -37.4%  7,912 -26.4%
      Import of Services 26,789 2.5% 28,140 5.0%  3,432 -46.5%  4,307 -38.6%
   Current Transfers & Others

II. CAPITAL AND FINANCIAL ACCOUNT

   Capital Account 65 -6.3% 85 30.9% 6 -70.2% 11 -43.2%
   Financial Account -9,332 233.5% -7,260 -22.20% 210 -175.7% 646 65.1%
      Direct Investments -5,833 -16.1% -4,376 -25.0% -840 15.5% -1,111 34.6%
      Portfolio Investments 1,448 -41.0% -3,486 -340.8% 730 -138.7% 2887 509.6%
      Financial Derivatives -53 5.4% -173 223.7% -20 -52.2% -59 -1.6%
      Other Investments -4,894 -379.7% 775 -115.8%  340 -85.7% -1,071 -233.3%

III. NET UNCLASSIFIED ITEMS -2,826 78.0% 3,884 -237.4% 8 -99.5% -709 -147.1%

OVERALL BOP POSITION -2,306 167.2% 7,843 -440.2%  4,177 321.5%  2,769 255.7%
     Use of Fund Credits
     Short-Term
Memo Items
Change in Commercial Banks -463 -215.7% 1,621 -450.2%  3,279 79.0%  3,406 2,417.5%
     Net Foreign Assets -476 -210.1% 1,589 -433.7%  3,257 78.3%  3,425 4,067.8%
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 Oct-2020 Nov-2020
Average Levels Annual G. R Average Levels Annual G.R. Average Levels Annual G.R.

RESERVE MONEY 3,123,824 2.9% 3,155,683 1.6% 3,217,545 2.6%

Sources:
   Net Foreign Asset of the BSP 4,756,145 5.3%  5,895,160 23.3% 5,871,959 22.9%
   Net Domestic Asset of the BSP 12,189,263 8.7%  13,456,771 8.0% 13,604,864 6.7%

MONEY SUPPLY MEASURES AND COMPONENTS
Money Supply-1 4,027,826 8.6%  5,063,926 22.5% 5,162,202 21.2%
Money Supply-2 11,290,097 6.5%  12,854,677 12.0% 13,025,914 11.0%
Money Supply-3 11,917,168 7.7%     13,524,906 11.6%    13,678,414  10.5%

  
MONEY MULTIPLIER (M2/RM) 3.62 4.07 4.05

Source: Bangko Sentral ng Pilipinas (BSP)
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