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 US Treasury yields fell on average during the week, despite the 
recent increase in the US policy rate. This was amid calls for a slower 
pace of rate hikes in 2019, and a more dovish than expected tone 
from the US Fed. On average, yields fell by 5.91 bps WoW. 

 German bund yields were relatively flat with a downward bias, as 
investors stayed with safer assets due to concerns on political risks 
and economic growth. On average, yields fell 0.27 bps WoW. 

 Japanese bond yields fell, with the 10-year becoming negative for 
the first time since 2017. Investors consider this reflective of current 
economic conditions. The BOJ kept its January bond purchasing plan 
the same as December's. On average, yields fell 0.62 bps WoW. 

 Key events that transpired during the week: 

 The US passed tariff exceptions on USD34bn of Chinese goods 
 The US conference board consumer confidence index fell to 

128.1 from 135.7 the prior month, below market expectations 
 Germany preliminary CPI growth for December came in at 1.7% 

 Global oil ended the year with a decline, the first overall annual 
decline since 2015. A slowdown in global growth and continued 
US-China disputes on trade remain as the main drivers of the bear oil 
market. Varied uncertainties continue to keep investors cautious. 
However, analyst consensus expects some recovery in the first half of 
2019 given OPEC's plan to cut production beginning in January. Brent 
crude fell 3.01% WoW to USD52.20/bbl, while WTI crude fell 0.57% 
WoW, closing at USD45.33/bbl. 

 US equities began the week with a decline due to the US Fed's 
decision to hike the policy rate, which investors worried would slow 
the economy. However, strong retail sales data in the latter part of the 
week resulted in a rebound of the stock market, albeit on lower 
volumes. This was paired with several calls for a slower pace of policy 
rate hikes in  2019. The DJIA closed at 23,062.40 (+2.75% WoW) 
while the S&P 500 closed at 2,485.74 (2.86% WoW). 

 European equities were flat as concerns over political risks and 
slowing European growth continued to grip the market. This was in 
stark contrast to the rally seen in other parts of the globe. The MSCI 
Europe closed at 113.72 (-0.15% WoW). 

 Asian equities were up somewhat after the US granted the first 
round of China tariff exclusions for intellectual property violations. The 
total number of exclusions were 984, covering USD34 bn worth of 
Chinese goods. The year ended with optimism on potential 
developments in the US-China trade dispute in 2019. The MSCI APxJ 
ended at 475.39 (+0.66% WoW). 

Global equities were generally up on strong US economic data, optimism over the future of US-China trade disputes, and 
expectations of a less hawkish US Fed in 2019. European equities were the exception, remaining flat as concerns on growth and 
political risks weighed down the market. Yields generally fell given the rally in equities and expecations of less aggressive central 
bank action in 2019. Oil saw a decline in the last week of the year as investors remained cautious amid myriad uncertainties. 
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The Philippine Stock Exchange Index (PSEi)  and local fixed income indexes declined mainly due to profit-taking as investors 
reposition their portfolios before the end of the year. Meanwhile, the Philippine peso slightly appreciated on the back of a more 
dovish Federal Reserve. 
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 The Philippine Peso mildly appreciated in the last trading week of 
the year as calls for a weaker greenback strengthened on the back 
of a more dovish Federal Reserve and normalizing US growth. The 
USD/PHP pair closed at 52.580 (+0.53% WoW). 

 The Euro strengthened against the greenback as the negative 
sentiment from the partial US government shutdown continue to 
drag the dollar. A more dovish Federal Reserve moving into 2019 
also contributed to the strengthening. The EUR/USD pair closed at 
1.1444 (+0.63% WoW). 
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 The Philippine Stock Exchange Index (PSEi)  slightly declined as 
optimism from improving US-China trade relations was offset by year-
end profit-taking and the ongoing partial shutdown of the US 
government. The PSEi closed at 7,466.02 (-0.18% WoW). 

 The top performer of the week was Bank of the Philippine Islands 
(PSE Ticker: BPI), which rose by 3.64% WoW, as investors picked up 
the stock due to attractive valuations. Meanwhile, the worst performer of 
the week was Jollibee Foods Corporation (PSE Ticker: JFC), down by 
3.51%, as the stock was the main victim of profit-taking following its 
gains in recent weeks. 
 

 Key events that transpired during the week: 
 Metro Pacific Investments Corporation (PSE Ticker: MPI) 

secured funding worth P24.2bn from six banks for the Cavite-
Laguna Expressway (CALAX) project. The funding will cover the 
project cost and will come in two tranches: construction and 
concession. The company said it is ready to start construction in 
1Q19 and commercial operations in Laguna in 3Q19. CALAX is 
targeted to open by 3Q20. 

 Aboitiz Equity Ventures Inc. (PSE Ticker: AEV) expects to invest 
around $200 million for expansion and the upgrade of factories of 
its largest oversees business, Gold Coin Management Holdings Ltd 
(an Asia-Pacific animal feeds manufacturer), in the next 2-3 years. 
According to AEV Chief Financial Official Manuel Lozano, the 
additional investment in Gold Coin could be funded by borrowings 
or internally generated cash. 
 

 Local fixed income yields rose as investors continue to post net outflows 
ahead of year-end in order to free up positions in 2019. On average, yields 
increased by 1.81 bps WoW. 

 Key events that happened during the week:  
 The Bureau of Treasury (BoTr) reported the national government's 

fiscal deficit widened by 354% YoY to P39.1 billion in November. 
Overall revenues grew 7% YoY to P259.7 billion with tax revenues up 
6% and non-tax revenues up 15% YoY. Meanwhile, disbursements 
increased at a slower pace by 19% YoY to P298.8 billion.  

 The Bangko Sentral ng Pilipinas (BSP) reported that thrift banks' bad 
loans rose in Oct. Nonperforming loans (NPLs) increased from 
Php47.1bn in Sep to Php47.7bn in Oct. As of the latest data, NPLs 
accounted for 5.3% of thrift banks' total loan portfolio, higher than the 
4.85% reported in the previous year.  


