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 US Treasury yields rose as appetite for riskier assets increased on 
positive developments in the US-China trade front. On average, yields rose 
by 2.84bps WoW. 

 German bund yields marginally increased as upward pressure on yields 
from new debt issuance was offset by weak industrial output in Germany. 
On average, yields rose 0.08bps WoW. 

 Japanese bond yields rose on general risk-on sentiment, weakening 
demand for safe-haven assets. On average, yields rose 3.28bps WoW. 

 Key events that transpired during the week: 

 The US and China concluded its three-day trade negotiation 
meeting with encouraging comments from both countries 

 The US Fed December meeting minutes was released which states 
that the Fed can afford to be patient about further policy tightening.  

 German industrial output fell by 1.9% MoM in November, the third 
consecutive month 

 US CPI fell 0.1% MoM in December, the first time in nine months 

 Global oil prices continued to climb on the OPEC, Russia and other 
non-members' agreement to reduce oil output by at least 1.2 million 
barrels per day (bpd). This was followed by a drop in drilling activity, 
as Baker Hughes reported that it cut the number of oil rigs by 4 to 873 
during the week of Jan 11. Weak economic data, however, continued 
to spark fears of a slowdown in global growth, with China planning to 
set a lower economic growth target of 6 to 6.5% from last year's target 
of "around" 6.5%. Brent crude rose 5.99% WoW to USD60.48/bbl, 
while WTI crude climbed 7.57% WoW, closing at USD51.59/bbl. 

 US equities continued its ascent amid overall risk-on sentiment from 
positive developments in US-China trade war and US Fed's dovish 
tone. The US and China officials ended their three-day trade 
netotiation meeting last week with positive comments from both sides. 
Also, The US Fed December meeting minutes confirmed that the Fed 
can afford to be patient about further policy tightening. The DJIA 
closed at 23,995.95 (+2.40% WoW) while the S&P 500 closed at 
2,596.26 (+2.54% WoW). 

 European equities closed higher on positive sentiment that both 
President Trump and President Xi Jin Ping seem to be keen on 
reaching a trade deal following the brutal tariff-dominated 2018. The 
MSCI Europe closed at 117.96  (+1.51% WoW). 

 Asian equities rebounded, as China looks eager to reach a trade 
deal in order to boost its slowing down economy. Investors are 
optimistic that high-level trade talks may proceed soon after, with 
word from the USTR that China has agreed to purchase a 
"substantial" amount of US goods and services. The MSCI APxJ 
ended at 490.90 (+4.02% WoW). 

Global equities closed higher amid global risk-on sentiment from positive developments in trade and the US Fed's dovish tone. 
Consequently, global yields generally declined on the same sentiment due to increased appetite for riskier assets. Lastly, oil prices 
jumped as oil producers agreed to proceed with oil production cuts. 
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The Philippine Stock Exhange Index continued to rise on optimism over slowdown of inflation and the US-China trade talks. Local 
fixed income yields fell as market has lower expectations of a continued rise in rates. Meanwhile, the Philippine Peso and the Euro 
strengthened on the Fed's dovish statements. 
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 The Philippine Peso strengthened on the Fed's dovish comments 
on the pace of tightening. Moreover, the Philippines' Nov trade deficit 
narrowed to US$3.9bn from US$4.2bn (-7.14% MoM), while the 
country's international reserves climbed to US$78.46bn (higher than 
the BSP's EOY forecast of US$76bn). The USD/PHP pair closed at 
52.140 (+0.71% WoW). 

 The Euro strengthened as the Fed's dovish statements regarding 
the flexibility of US monetary policy triggered a sell-off in the US 
Dollar. The rise in the Euro was capped however, as political 
uncertainties such as Brexit remain. The EUR/USD pair closed at 
1.1469 (+0.65% WoW). 

 The Philippine Stock Exchange Index (PSEi)  closed higher driven by 
investors' contiued optimism over the slowdown of inflation and renewed 
positive sentiment overseas from US-China trade talks. However, jitters 
over the $412 million debt owed to five banks by bankrupt Hanjin Heavy 
Industries and Construction Philippines (Hanjin) soured sentiment at the 
stock market on Friday. The PSEI closed at 7,904.09 (+1.84% WoW). 

 The top performer of the week was JG Summit Holdings, Inc. (PSE 
Ticker: JGS), which rose 8.59% WoW, as investors continued to bet on 
blue chips that are seen to benefit from an increase in foreign inflows 
and easing inflation. Meanwhile, the worst performer of the week was 
Metropolitan Bank and Trust Co.  (PSE Ticker: MBT), down 7.86%, 
being the second largest lender to Hanjin in terms of assets.   

 Key events that transpired during the week: 
 South Korean shipbuilder Hanjin Heavy Industries and Construction 

Philippines filed for a voluntary rehabilitation. The five banks that have 
a combined $412 million loan exposure to the Subic-based firm are 
Rizal Commercial Banking Corp., Land Bank of the Philippines, 
Metropolitan Bank and Trust Co., Bank of the Philippine Islands, and 
Banco de Oro Universal Bank. The presidents of the said financial 
institutions have entrered into a "gentleman's agreement" to refrain from 
acting unilaterally to seize the borrower's assets in a move to prevent a 
free-for-all among creditors and imperil any restructuring plan. 

 Rizal Commercial Banking Corp. (PSE Ticker: RCB) is returning to 
the offshore bond market via an offering of at least US$300 million worth 
of 3-year debt notes. This is a drawdown from its $2 billion medium-term 
notes program. The debt notes will be listed on the Singapore 
Exchange.  
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 Local fixed income yields continued its decline on lower expectations of 
rate hike amid easing inflation pressures. On average, the curve fell 
10.21bps. 

 Key events that happened during the week:  
 The Bangko Sentral ng Pilipinas (BSP) annouunced that the country's 

gross international reserves (GIR) rose to US$78.46 billion as of end-
December 2018, up 3.67% MoM but below the $81.57 billion recorded in 
December 2017. The December 2018 figure exceeded the revised $76 
billion forecast of the central bank with the rise in GIR attributed to higher 
gold valuations and greater foreign investment gains.  

 The Philippine Statistics Authority (PSA) reported the country's trade 
deficit widened 18.9% YoY to $3.901 billion. Data showed that merchandise 
exports declined 0.3%YoY to $5.569 billion in November (-0.9% YTD) while 
import payments rose 6.8% YoY to $9.469 billion last month (+15.8% YTD). 
Cumulatively, the country's trade balance posted a $37.687 billion deficit for 
the 11-month period in 2018(+61% YoY). 
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