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 Global oil prices sharply rose as both supply and demand were 
supportive of prices. On the supply side, Saudi Arabia pledged to 
further cut its production to 9.8 mbd. Meanwhile, positive 
developments on the US-China trade talks improved investors' 
outlook on global growth. Brent crude rose 6.68% WoW to 
USD66.25/bbl, while WTI crude gained 5.44% WoW, closing at 
USD55.59/bbl. 

 US Treasury yields rose on the back of renewed investor optimism on the 
US-China trade war as trade talks have resumed last week. On average, 
yields rose by 2.58 bps WoW. 

 German bund yields rose similarly due to optimism on the US-China trade 
war. On average, yields rose 0.90 bps WoW. 

 Japanese bond yields rose, along with other Asian bonds due to the 
positive news that the March 1 deadline for US-China trade war may be 
extended. On average, yields rose by 0.53bps WoW. 

 

 Key events that transpired during the week: 

 US CPI for January came in at 1.6%, slightly higher than the 1.5% 
expected rate. 

 UK's 4th quarter GDP results came in at 0.2%, lower than the expected 
0.3% and much lower than the 0.6% in the prior period.  

 

 US equities continued their strong year-to-date performance as 
recent global developments were supportive of risk-taking. US and 
China announced that progress were being made in their trade talks. 
Meanwhile, a new budget was agreed upon in the US averting 
another government shutdown. The DJIA closed at 25,883.25 
(+3.09% WoW) while the S&P 500 closed at 2,775.60 (+2.50% 
WoW). 

 European equities recovered from last week's decline despite still 
disappointing economic data and looming political risks. PM Theresa 
May's Brexit deal was once again rejected in Parliament while a snap 
election will happen in Spain. Germany's 4Q18 GDP growth avoided 
a technical recession, but it is still relatively weak compared to the 
US. The MSCI Europe closed at 124.68  (+3.01% WoW). 

 Asian equities were the only decliners this week as news reports on 
the positive developments with regard to the US-China trade talks 
broke out when markets were already closed. The MSCI APxJ ended 
at 509.59 (-0.24% WoW). 

US equities continued to rise due to the agreement to avoid another US government shutdown, as well as investors' optimism on the 
US-China trade war. On the other hand, European equities rebounded despite geopolitical concerns and disappointing economic 
data. Asian equities fell, but is expected to rebound due to renewed optimism on the US-China trade war. US Treasury, German bund 
yields, Japanese bond yields and oil prices all rose as investors became less risk averse on positive news on the US-China trade war.  
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The local equities market declined as net foreign flows turned negative ahed of the 4Q18 earnings season. Similarly, local fixed 
income yields marginally rose as investors anticipate some supply risk. The Philippine Peso weakened amid better-than-expected US 
inflation data and uncertainty surrounding the US-China trade negotiations. 
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 The Philippine Peso depreciated against the greenback on the 
back of stronger-than-expected US inflation data for January and 
uncertainty in the US-China trade talks. The USD/PHP ended at 
52.43 (-0.69% WoW). 

 The Euro depreciated against the greenback amid continuing 
political concerns in the Eurozone. The EUR/USD pair closed at 
1.1296 (-0.24% WoW). 

 The Philippine Stock Exchange Index (PSEi) declined as net foreign 
flows turned negative ahead of the 4Q18 earnings season. The PSEi 
closed at 7,908.89  (-2.01% WoW). 

 The top performer of the week was Aboitiz Equity Ventures, Inc. (PSE 
Ticker: AEV) which rose 5.60% WoW, raising its trailing price-to-
earnings ratio (PER) to 14.4x which is close to its five-year average of 
15.3x. Meanwhile, PLDT, Inc. (PSE Ticker: TEL) was the worst 
performer of the week, falling 10.32% on the back of investor concerns 
regarding competitive threats from the 3rd player. 

 Key events that transpired during the week: 
 SM Prime Holdings (PSE Ticker: SMPH) reported its FY18 net income 

to be P32.2Bn, an increase of 17% from the prior year. The increase 
was driven by the growth of its shopping malls and residential property 
units which accounted for Php59.3 bn (+11% YoY) and Php 36.5bn 
(+22% YoY) of its revenues respectively.  

 Globe Telecom, Inc. (PSE Ticker: GLO) is raising its capital 
expenditure (capex) by 45% to Php63 bn this year as it continues to 
expand its network to address rising demand for data services. Globe 
said that the capex will be funded by its operating cash and additional 
debt to be incurred this year. 

 PLDT Inc. (PSE Ticker: TEL) and its wireless subsidiary, Smart 
Communications, Inc. partnered with Google for the establishment of 
open, free and high quality internet access in 50 locations around the 
country.  
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 Local fixed income yields marginally rose as investors anticipate some 
supply risk from a potential retail bond issuance. A lack of clarity on reserve 
requirement cuts and government issuances are keeping yields stable. On 
average, yields rose 5.90 bps. 

 Key events that happened during the week:  
 Philippine Statistics Authority (PSA) disclosed the country's trade deficit 

to be $3.752 bn in December, a 5.5% decrease from $3.972 bn in the prior 
year. The narrowing trade deficit was attributed to falling merchandise 
imports. 

 The Bangko Sentral ng Pilipinas (BSP) expects the enactment of the rice 
tariffication law as well as changes to the BSP Charter to result in at least 
0.6 ppt reduction in inflation in 2019 and around 0.3- 0.4 ppt reduction in 
2020. BSP said that the impact is split as implementation is already close to 
the end of the first quarter.  
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