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Figures above were based on the fund's actual returns as of August 31, 2021. Note, however, that historical performance is not

a guarantee of future results.
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      COCOLIFE FIXED INCOME FUND, INC.

Cocolife Fixed Income Fund, Inc. is an income-oriented mutual fund, which seeks to generate regular interest income, consistent with its policy to preserve capital and to maintain

liquidity of its investments through a diversified portfolio of corporate bonds, government securities and other fixed income instruments.

Philippine Peso

AUGUST 2021

Republic of the Philippines

RISK MANAGEMENT. The company shall manage interest rate risk by actively monitoring the prevailing interest rates. The fund maintains sufficient liquidity in the form of short term deposits which may be withdrawn anytime at minimal cost. Loans to private

corporations will be limited only to high credit quality Philippine companies that meet the set standards. 
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Notes

1.22%

Compounded Annual Return Cumulative Return 

Government Securities

23.03%

8/31/2021
Year-to-Date Return

0.72%

4.23%

3.50%

RISK DISCLOSURE. The value of investments in mutual funds is not guaranteed and will vary from day to day depending on the market value of the individual securities in its portfolio. Factors that can affect the value of these securities include economic

conditions, interest rates, government regulations and taxations, and corporate performance. 
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For the month of August, local bond yields climbed by 5 basis points (bps), capping off the downtrend in more than four 

consecutive months. Trading action was still muted, with players being vigilant of the current economic and health 

situation. The bitter appetite of most investors has dominated the façade following the rise of the Delta variant in the 

country amid the reimplementation of the enhanced community quarantine (ECQ) in the country. As of end-August, the 

Health Department reported the Philippines has 1,789 known cases of the highly transmissible variant Delta, with the 

World Health Organization (WHO) announcing it to be the dominant strain in the country. The news has resulted with 

many players feeling dismayed towards the response of the government and even some are questioning the economic 

recovery of the country this year. With the renewed stringent restrictions in many crucial economic zones whilst the 

perilous record-high COVID-19 cases, an unstable economic recovery could be experienced by the Philippines because of 

battered human productivity and diminishing employment population pool. In terms of the interest rates, the Bangko 

Sentral ng Pilipinas’ (BSP) Monetary Board has again opted to maintain its policy stance at 2.00%, the lowest interest 

rate on record, in support of a recovering but still fragile economy. BSP Governor Benjamin Diokno said that they still see 

inflation expectations as being “firmly aligned with the baseline projection path” despite risks to the inflation outlook 

including the spread of the more contagious COVID-19 variant and there may be “delays in the lifting of containment 

measures could further dampen prospects for global growth and domestic demand”.  

The Bureau of Treasury (BTr) saw mixed response during its sale of its Treasury bonds (T-bonds) in August. As part of 

its efforts to sap more liquid assets, the Treasury shored up a total of P105 billion during its weekly auction of bonds with 

some tenors even borrowing more through tap facilities. On August 3, the government borrowed P35 billion via the 

reissued 10-year debt notes alongside an average rate of 3.9140%. With the overwhelming bids, the Treasury even opted 

to open its tap facility to raise an additional P7 billion from the tenor. The BTr also raised P35 billion from the fresh sale 

of its seven-year bonds on August 10, fetching a coupon rate of 3.7500% while opening a tap facility to borrow another 

P10 billion. Meanwhile, the agency acquired P35 billion for the resale of its 25-year bonds last August 17, with the bonds 

reaching an average rate of 4.9860% alongside sapping up an additional P7 billion from the opened tap facility. On the 

other hand, the BTr rejected all bids during an auction on August 24. All tenders up for the reissued 20-year T-bonds 

were scrapped by the Treasury which would have fetched an average rate of 4.5330%. 

The BTr made a full award on the auction of its Treasury bills (T-bills) last August 31, borrowing a total of P15 billion with 

tenders reaching P55 billion. Broken down, the government borrowed P5 billion via the 91- day T-bills and fetched an 

average rate of 1.0770%. Meanwhile, it also raised P5 billion as planned via the 182-day securities. Accordingly, the 

average yield on the six-month papers settled at 1.4050%. Lastly, the Treasury made a full P5-billion award of the 364-

day securities while being quoted at an average rate of 1.6160%.  

Meanwhile, the BSP made a full award for its term deposit facilities (TDFs) last August 25. Demands for the securities 

amounted to P594 billion, higher than the P550-billion offer. Broken down, bids for the one-week deposits stood at P169 

billion, above the P150 billion auction volume and the average rate settled at 1.7207%. Meanwhile, bids for the 14-day 

papers reached P425 billion, beyond the P400-billion offer. With this, the average rate of the two-week term deposits 

was quoted at 1.7167%. Meanwhile, the BSP fully awarded its short-term securities last August 27. The central bank 

raised P100 billion from 28-day bills as total tenders hit P144.79 billion while recording an average rate of 1.7210%. 

For the local fixed income space, we anticipate market players to be more adamant amidst the lack of key catalysts 

throughout the month. Appetite towards the local securities may continue to spiral as traders are vigilant over releases 

of key macro-data including inflation rate and unemployment data. BSP Governor Diokno has been stern with his rhetoric, 

staying solid of the central bank’s current stance albeit the backlash of the revised full-year GDP target of the government. 

Mr. Diokno noted that the BSP typically looks beyond the calendar year and focuses instead on the outlook for inflation 

and growth over the entire monetary policy horizon of two years. With this, we expect a risk of gradual decline to 

investment confidence unless a more proactive monetary countermeasure against the incessant threat of the COVID-19 

pandemic is clear. For the meantime, we expect the market’s movement to be more passive and arched towards 

steepening of yield curve as the investing public still sees distraught in the country’s current economic and health situation.  



ECONOMIC AND MARKET UPDATE AUGUST 2021

August inflation likely hover above gov’t target. The country’s inflation rate is likely to exceed the Philippine central bank’s target as prices of 
food staples and utility rates rose. The Bangko Sentral ng Pilipinas (BSP) projected the consumer price index to climb by 4.1% to 4.9% in August which 
is faster than their 2-4% target. If realized, the inflation rate would accelerate from the 2.4% recorded in a year earlier and 4% in July, when inflation 
was within target for the first time this year. The Philippine Statistics Authority (PSA) will release August inflation data on September 7. 
 
GDP grows by 11.8%, ending PH’s pandemic recession. According to the Philippine Statistics Authority (PSA), the country’s gross domestic 
product (GDP) expanded by 11.8%, exiting its more than a year-long recession in the second quarter of 2021. After five straight quarters of decline, 
the latest reading was a reversal from the revised 3.9% decline in the first quarter of 2021 and the record 17% contraction in the second quarter of 
2020. This marked the first time the Philippine economy posted growth since the fourth quarter of 2019, right before stringent lockdown measures 
were implemented to curb the spread of COVID-19. On a year-on-year basis, the second-quarter result was the fastest growth recorded since the 12% 
print in the fourth quarter of 1988. For the first half, GDP rose by 3.7%, still below the government’s downwardly revised full-year growth target of 
4.0-5.0%. 
 
BSP keeps policy rate steady, raises inflation forecasts. The BSP’s Monetary Board has again opted to keep the benchmark rate steady at 
2.00%, the lowest interest rate on record, in support of a recovering but still fragile economy. The Monetary Board has observed that the reimposition 
of quarantine measures to arrest the recent wave of COVID-19 infections could pose a risk to the ongoing economic recovery. The BSP, however, 
raised the inflation forecasts for 2021 until 2023, to 4.10% for this year, and 3.10% for 2022 and 2023.  
 
Money supply narrows growth at 5.9% in July. The country’s money supply rose by 5.9% in July, slower than the 6.5% growth in June.  The 
latest figure also increased by 0.1% monthly and seasonally adjusted. Analysts noted that the slower M3 growth was likely due to base effect given 
the aggressive liquidity infusion measures done last year at the onset of the pandemic. 
 
PH trade deficit bloats in June. According to the PSA, the country’s exports climbed by 18.0% to $6.51 billion from a year ago. Meanwhile, imports 
grew by 34.2% to $9.33 billion in June from just $6.96 billion a year ago, reflecting improved economic conditions as the economy slowly reopens. In 
turn, from January to June, the country’s trade shortfall widened by 53.0% to $17.4 billion from $11.4 billion in the same period last year as imports 
continued to outpace exports. Broken down, imports for the six-month period rose by nearly 30.0% to $53.3 billion while exports jumped by 21.0% 
to $35.9 billion. 
 
Remittances hit 6-month high in June. Remittances reached a six-month high in June, as more host countries gradually reopened their economies 
amid the rollout of coronavirus vaccines. The latest data rose by 7% to $2.64 billion in June from $2.47 billion a year ago. Markedly, June marked the 
fifth consecutive month of year-on-year growth and the biggest inflows since the $2.89 billion recorded in December. Month on month, cash remittances 
increased by 10.7% from $2.382 billion in May. This brought inflows in the first half to $14.918 billion, up by 6.4% from $14.019 billion in the same 
period of 2020.  
 
July reserves hit $106.6B. The country’s gross international reserves (GIR) went up by 0.75% to $106.55 billion from a month earlier, because of 
the government’s global bond sale and due to rising gold prices in the international market. The end-July level was 8.1% higher than a year earlier. 
The reserve level was adequate to provide a liquidity buffer equivalent to 12.1 months’ worth of imports of goods and payments of services and primary 
income.  
 
BoP surplus widens to $642M in July. The country’s balance of payment (BoP) position recorded a wider surplus of $642 million in July, mainly 
backed by foreign currency deposits and income from the central bank’s offshore investments. This is significantly bigger than the $8-million surplus 
logged a year earlier. Markedly, the latest data ended the two months streak of BoP deficit and is a turnaround from the $312-million gap in June. For 
the first seven months of 2021, the country’s BoP position stood at a deficit of $1.3 billion, a reversal from the $4.117-billion surplus a year ago. 
Analysts noted that the year-to-date BoP gap still reflects muted demand for imports amid the ongoing pandemic. 
 
July budget gap narrows to P121B. The government’s budget balance recorded a narrower deficit of P121 billion in July as an uptick in revenues 
failed to offset muted government spending amid the pandemic. The July fiscal deficit declined by 13.57% from the P140 billion shortfall recorded in 
July 2020 and by 19.3% from the P150 billion deficit in June. Despite this, the seven-month budget deficit widened to P837 billion, up 19.5% from 
P701 billion in the same period last year. The government runs on a budget deficit as it spends more than the revenue it generates to fund programs 
and projects that will stimulate economic growth. Overall public spending inched up by 0.69% to P377 billion in July. For the seven-month period, 
government spending increased by 8% year on year to P2.58 trillion. Meanwhile, revenue collections in July increased by 9.2% year on year to P256 
billion, bringing the seven-month total to P1.75 trillion, up 3.4% year on year. This was attributed to a 10% rise in tax revenue, which made up 90% 
of the year-to-date total. 
 
FDI net inflows slide to lowest in over a year. Foreign direct investments (FDIs) in the country dropped in May to its lowest level in over a year, 
as the emergence of COVID-19 variants weighed on investor sentiment. Inflows fell by 25.4% to $429 million in May from $575 million net inflows 
during the same month in 2020. It was also 36.8% lower than the $679 million FDI net inflows in April. The May figure is also the lowest since the 
$317 million inflows in April 2020 and nearly matched the $430 million logged in October. Despite the decline in May, FDI net inflows rose 37.8% to 
$3.48 billion in the first five months of 2021. 
 
Hot money exits PH amid Delta fears. Foreign portfolio investments, also known as “hot money”, posted a net outflow of $339.70 million in July, 
ending two straight months of net inflows as the spread of the more contagious Delta variant of the COVID-19 spooked investors. This is smaller by a 
fourth than the $453.17-million net outflow a year ago, but a reversal from the $334.51 million net FPI inflow posted in June. July’s net outflow is also 
the biggest in three months or since the $373 million in April. Accordingly, for the first seven months of 2021, short-term foreign investments yielded 
a net outflow of $446.00 million, 88% lower than the $3.80-billion net outflow during the same period a year ago. 
 
Peso recovers from slide against the dollar. The Philippine peso closed at P49.76/dollar last August 31. The peso rebounded against the dollar, 
ending the month in a more upbeat tone from its previous month’s finish. On a monthly basis, the Peso climbed by 0.42% from July’s close of P49.97/$. 
The local currency upheld strong momentum albeit an expected slowdown in economic activity following the extension of strict restriction measures in 
Metro Manila and the dovish tone of the US Federal Reserve during last week’s Jackson Hole symposium. The peso appreciated as Metro Manila 
remained under the modified enhanced community quarantine (MECQ), with hopes that infectivity could still be improved in the coming weeks. On the 
other hand, the peso’s strength also took cues from the risk-off sentiment among investors after US Fed Chairman Jerome Powell failed to give a 
specific timeline for the central bank’s plan to taper their asset purchases at the Fed’s Jackson Hole symposium. Accordingly, on a year-to-date basis, 
the peso has still recorded a downside yet narrower change of 3.62% from end-2020 level of P48.02/$. 


