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 US equities gained on the back of optimism over the COVID-19 vaccine

rollout. Investors are expecting the vaccine to be widely available this
year, fuelling hopes of economic recovery and recovery in corporate
earnings. The DJIA closed at 30,606.48 (+1.97 WoW), while the S&P 500
closed at 3,756.07 (+1.87 WoW).

 Asian equities rose on the back of the positive sentiment following the
approval of the COVID-19 stimulus aid package in the US. This was also
driven by the gains from Chinese stocks after the Chinese central bank
signaled that it would refrain from sudden policy tightening in efforts to set
up its economy for recovery. The MSCI APxJ closed at 662.38 (+3.67%
WoW).

 European equities rose amid risk-on sentiment from the agreement
between the UK and European Union on the Brexit deal. This was also
driven by optimism on the progress of the vaccine as distribution started
after the Christmas holiday. The MSCI Europe closed at 132.10 (+1.89%
WoW).

Global equities, global yields, and global oil prices rose amid overall risk-on sentiment driven by President Trump’s signing of the
COVID-19 stimulus aid package in the US, hopes for wider vaccine availability this year, and the post-Brexit agreement.
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 US Treasury yields went up amid positive sentiment driven by the approval of the COVID-
19 stimulus aid package in the US. On average, yields rose 1.50 bps, with the 10Y closing
at 0.9364% (+2.0 bps WoW).

 German bund yields rose on the back of positive sentiment on the start of COVID-19
vaccination in Germany. The 10Y yield closed at -0.57% (+2.40 bps WoW).

 Japanese bond yields rose mildly on the back of the approval of the COVID-19 stimulus
package in the US and as investors’ positioned ahead of the holidays. On average, yields
rose 0.85 bps WoW with the 10Y closing at 0.021% (+1.40 bps WoW).

 Key events that transpired during the week:

 The US initial jobless claims fell to 787k reported on December 25 from 806k reported last
December 18.

 The US Personal Consumption Expenditure MoM fell to -0.4% in November from 0.3% in 
October 2020. Likewise, US Personal Income MoM also fell to -1.1% reported in November 
from -0.6% the previous month.

 Global oil prices gained as investors focused on the approval of the US
COVID-19 relief package. However, market sentiment was dampened by rising
COVID-19 infections in the US and Europe. Brent oil closed at $51.09 per
barrel (+2.02% WoW), while WTI crude closed at $48.00 per barrel (+2.08%
WoW).
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 Local fixed income yields declined as investors continued to worry over the new
coronavirus strain from the UK. To curb its potential spread, the Philippines issued travel
bans to 19 countries, including the United States until January 15. Meanwhile, the BSP
committed to low rates until 2022 and revised its full-year inflation estimates from 2.4%
to 2.6% in 2020 and from 2.7% to 3.2% in 2021. On average, yields declined by 2.52
bps WoW, led by the 4Y which fell by 7.5 bps.

 Key events that happened during the week:
 Data from the Bangko Sentral ng Pilipinas showed that the country’s Balance of

Payments (BOP) surplus amounted to $1.47 billion i n November. This was substantially
larger than the $541 million recorded in the same month last year and was the 10th
consecutive month that the BOP remained in a surplus. However, the surplus was
narrower than the $3.44 billion surplus posted in October due to foreign currency
withdrawals by the National Government

 The Bangko Sentral ng Pilipinas forecasts headline inflation to be at the range of
2.9% to 3.7% in December 2020. This is within the central bank’s target band of 2% to
4%. The expected higher inflation in December was attributed to the faster increase in
the price of oil and agricultural products. However, lower electricity rates may potentially
place downward pressures.

Sources: BPI, Business World, PDI, Phil Star, Manila Bulletin, Reuters, Briefing, Bloomberg, CNN, Dow Jones, The Wall Street Journal, CNBC

Local equities and fixed income yields declined as the new COVID-19 variant continued to weigh on investor sentiment. Meanwhile,
the Philippine peso strengthened on positive trade data.
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 The Philippine peso slightly strengthened amid a wider Balance of
Payments surplus and a narrower trade deficit The USD/PHP pair
ended at 48.023. (-0.15% WoW).

 The Euro strengthened on the back of optimism on the post brexit-
trade deal and progress on the COVID-19 vaccine. The EUR/USD
pair closed at 1.2249 (+0.71 % WoW).

 Local equities declined amid concerns surrounding the new coronavirus
strain from the UK and potential lockdowns. Lockdown fears abated on
December 28 when President Duterte extended General Community
Quarantine until end-January 2021 and issued travel bans to the United States
and 18 other countries until January 15. The PSEi closed at 7,139.71 (-1.83%
WoW).

 Gains were led by Manila Electric Company (PSE ticker: MER; +3.33% WoW),
Metro Pacific Investments Corp. (MPI +2.39%), and Megaworld Corporation.
(MEG; +2.00%). DMCI Holdings, Inc. (DMC, -4.07%), Alliance Global Group,
Inc. (AGI; -3.99%), and Metropolitan Bank and Trust Company (MBT; -3.44%)
were the laggards of the week.

 Key events that transpired during the week:
 San Miguel Corp. (PSE Ticker: SMC) will partially open Skyway Stage 3 to

motorists today. The Skyway spans from Buendia, Makati City to North Luzon
Expressway, Balintawak, Quezon City. Four lanes will be open, free of charge
for a month, and all seven will be available January 14.

 Manila Electric Company. (PSE Ticker: MER) was ordered by the Energy
Regulatory Commission to return the Php1.4bn the Company overcollected in
pass-through charges from Jan 2017 to Dec 2019. However, MER
simultaneously undercharged consumers Php2.38bn in generation charge.
MER will refund Php0.1331 per kWh to consumers over the next three months
and collect Php0.0395 over the next 24 months.
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