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 US equities dropped, driven by fears on the rapid increase in rates.

Investors are also wary of the economic recovery story due to
concerns surrounding inflation and the stimulus plan. The DJIA
closed at 30,932.37 (-1.78% WoW), while the S&P 500 closed at
3,811.15 (-2.45% WoW).

 Asian equities declined as technology stocks were placed under
pressure, which experienced a global selloff amid concerns about the
rising Treasury yields. The MSCI APxJ closed at 693.59 (-5.77%
WoW).

 European equities slipped amid negative sentiment globally on the
back of jitters on the surge of yields. The MSCI Europe closed at
134.19 (-2.35% WoW).

Global equities declined amid overall negative sentiment due to the rapid increase in US Treasury yields. Global yields went up as
investors weighed positive economic data releases in the US and potential inflationary pressures. Global oil prices gained as the
market anticipates an accelerating decline in global inventories and a recovery in demand.
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 US Treasury yields rose as driven by upbeat economic data releases in the US. Last 
week, initial jobless claims came out lower-than-expected at 730,000 versus expectations 
of 825,000. However, some investors are concerned over the possibility of the rising yields 
being driven by inflation rather than an economic recovery. On average, yields went up 
4.74 bps, with the 10Y closing at 1.4049% (+6.85 bps WoW).

 German bund yields rose, driven by worries on inflation and as investors waited for the 
Fed’s next move to support the US economy. The 10Y yield closed at -0.26% (+4.50 bps 
WoW). 

 Japanese bond yields went up following the increase in US Treasury yields. Traders in 
Japan are speculating that the ruckus in global markets could drive the Bank of Japan to 
step into bond and stock markets to prevent the 10Y Japanese government bond yield from 
rising above 0.2%. On average, yields rose 1.85 bps WoW with the 10Y closing at 0.156% 
(+5.10 bps WoW).

 Key events that transpired during the week:

 The US PCE Index fell to 0.3% MoM in January from 0.4% last December 2020. On a year -
on-year basis, the January result remained on the same level from last year’s December 
2020 print at 1.5%, which was higher-than-expected at 1.4% YoY.

 The personal income and spending rose to 10% and 2.4% in January from 0.6% and -
0.2%, respectively.

 Global oil prices rose as the market anticipates an accelerating decline in
global inventories along with a recovery in demand. However, the gains were
capped during the latter part of the week due to the strengthening of the US
Dollar and inflation concerns. Brent oil closed at $66.13 per barrel (+5.12%
WoW), while WTI crude closed at $61.50 per barrel (+3.81% WoW).
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 Local fixed income yields continued to rise amid higher inflation expectations. Note
that the BSP recently raised its FY21 inflation forecast to 4%. Official inflation figures for
February will be released on March 5, with the BSP’s nearest Monetary Board meeting
on March 25. The rising yields also coincided with the spiking US treasury yields, with
the US 10 year reaching a one-year high of 1.614% during the week. The global rise in
yields reflects expectations of higher inflation, and potential hiking of rates from central
banks. On average, yields rose by 21.10 bps WoW..

 Key events that happened during the week:
 Data from the Bureau of the Treasury showed that the Philippines’ budget deficit grew

to a record-high of Php1.4 trillion in 2020, which is equivalent to 7.6% of the country’s
gross domestic product. This was more than double the Php660.2 billion deficit posted
in 2019 but lower than the revised full-year program of Php1.8 trillion set by the
government. Government spending rose 11.3% YoY to Php4.2 trillion, while revenues
fell 9.0% YoY to Php2.9 trillion.

 Data from the Bangko Sentral ng Pilipinas (BSP) showed that the Philippines’ balance
of payments posted a deficit amounting to $752 million in January 2021. This was lower
than the $1.4 billion deficit recorded in the same month last year. The deficit may be
attributed to the country’s payment of foreign debt obligations and the wider trade deficit
in the recent months due to the improvement in imports.

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

Local equities declined as General Community Quarantine was extended for another month. Local fixed income yields continued to
rise on higher inflation expectations. The Philippine peso weakened on expectations of a higher import bill.
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 The Philippine peso weakened as investors anticipated higher
imports on the back of economic recovery. Higher inflation
expectations also helped weaken the peso. The USD/PHP pair
ended at 48.59. (+0.29% WoW).

 The Euro weakened on the back of risk-off sentiment globally amid
concerns on economic growth and rising rates. The EUR/USD pair
closed at 1.2075 (-0.36 % WoW).

 Local equities declined as General Community Quarantine (GCQ) was
extended for another month. President Duterte extended GCQ in Metro
Manila, against the suggestion of the IATF, Metro Manila Mayors, and NEDA.
The President decided against easing quarantine restrictions without a vaccine
rollout in place. Positive vaccine developments helped buoy the index, as
investors positioned ahead of the arrival of Sinovac and AstraZeneca
vaccines. The PSEi closed at 6,794.86 (-1.90% WoW).

 Gains were led by Bloomberry Resorts Corp. (PSE Ticker; BLOOM; +4.17%
WoW), Bank of the Philippine Islands (BPI; +3.61%), and Alliance Global
Group, Inc. (AGI; +3.27%). Megaworld Corp. (MEG; -6.94%), Aboitiz Power,
Corp. (AP; -6.74%), and Ayala Corp. (AC; -6.15%) were the laggards of the
week.

 Key events that transpired during the week:
 Ayala Land, Inc. (PSE Ticker: ALI) reported a 74%YoY drop in net income to

Php8.7 billion. The company attributed this to revenues falling 43% YoY due to
the COVID-19 pandemic. The company also highlighted that performance
improved towards year-end, with the company posting a 4Q20 net income of
Php2.4 billion (+28% QoQ).

 Robinsons Retail Holdings, Inc. (PSE Ticker: RRHI) reported a 25.2%YoY
drop in net income to Php29.3 billion. The company attributed this to net sales
falling 7.3% YoY due to the COVID-19 pandemic. The company also
highlighted that online sales more than tripled.
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