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 US equities fell week-on-week amidst escalating US-China tensions

after US Department of Commerce said it would tighten export rules
on China. In addition to this, record drop in April industrial production
and retail sales further dampened market sentiment. The DJIA closed
at 23,685.42 (-2.65% WoW), while the S&P closed at 2,863.70 (-
2.26% WoW).

 Asian equities fell, together with other markets, following losses in
the US markets overnight. Some optimism came from the reported
3.9% growth in China’s industrial production, its first expansion this
year. The MSCI APxJ closed at 466.70 (-1.07% WoW).

 European equities ended in red following the -3.8% QoQ plunged in
Eurozone’s flash estimate according to Eurostat. With this, European
Central Bank (ECB) President Christine Lagarde warned that the
sharp downturn in April economic data suggests more severe data in
the second quarter. MSCI Europe closed at 109.54 (-3.82% WoW).

Global markets ended in the red while oil prices rose as investors weighed on renewed US-China tension and mixed global economic
data. Meanwhile, global yields remained flat as investors reassessed health risks of reopening economies.
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 US Treasury yields fell week-on-week as investors became more risk averse
after the US Fed expressed its belief that more policies would be needed to
support the economy. At the same time, sentiment was further dampened by
the increase of another 3 million in unemployment claims. On average, yields
fell by 2.11 bps with the 10Y closing at 0.6428 (-4.03 bps WoW).

 German bund yields, on the other hand, was relatively flat as investors
reassessed the impact of reopening the economy. German bund yields rose
by 0.33 bps and the 10Y closed at -0.53 (+0.60 bps WoW).

 Japanese bond yields was similarly flat, increasing by 0.77 bps, as lockdown
restrictions continue to be reduced. The 10Y yield closed at -0.008 (+0.00 bps
WoW).

 Key events that transpired during the week:

 April retail sales in the US plunged to record low of -16.4%, worse than -12.3%
consensus expectation. Clothing stores and electronics appliances took the
worst hit with -78.8% and -60.6% decline, respectively. Meanwhile, non-store
retailers rose +8.4%. In addition to this, US weekly jobless claims totaled
2.981 million which brought the total job loss due to the pandemic to nearly
36.5 million.

 Oil continued to recover as lower inventory levels continued to
support prices. Brent oil closed at 32.50 (+4.94% WoW) per barrel,
while WTI crude closed at USD 29.43 (+18.96% WoW) per barrel.
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 Local fixed income yields fell on average by 13.02 bps WoW with demand
highest at the short-end of the curve as investors parked their cash in safer
assets amid uncertainty and generally risk-off sentiment amid the move to
modified ECQ, increasing tension from the US-China trade war, and the impact
of COVID-19.

 Key events that happened during the week:
 The Development Budget and Coordination Committee forecasts the

Philippine budget deficit to widen to 8.1% of gross domestic product in 2020.
This is higher than the 5.3% estimate announced earlier in March. The
coronavirus disease 2019 pandemic is expected to push government
expenditures higher due to stimulus programs and the revenues lower amid
business disruptions.

 According to Moody's Investors Service, Philippine gross domestic product will
contract by 2% in 2020 due to the disruptions in business activities amid the
coronavirus disease 2019 crisis. The forecast is a downgrade from the 2.5% and
6.2% growth estimates announced in April and last year, respectively.
Additionally, the enhanced community quarantine is expected to further affect the
economy' performance in the second quarter despite the implementation of
policy stimulus.

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

Local equities declined as investors worried over slowing PH growth. Local fixed income yields fell amid risk-off sentiment from
uncertainties over the move to modified ECQ on health, increasing tension from the US-China trade war, and the impact of COVID-19.
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 The Philippine Peso continued its downward trend driven by
increasing concerns on the effect of coronavirus to the global
economy. The US Federal Reserve have already raised its concerns
on the weak recovery of the US economy and that the pandemic could
result to prolonged recession. The USD/PHP pair ended at 50.76
(+0.67% WoW).

 The Euro weakened amid risk-off sentiment on the back of renewed
concerns on the US-China trade war. This may also be driven by
increasing global oil prices on the back of cuts in supply by the
Organization of the Petroleum Exporting Countries (OPEC) and higher
in demand sprecifically from China. The EUR/USD pair closed at
1.0839 (-1.29% WoW).

 The PSEi declined week-on-week as investors worried over slowing PH
growth. The DBCC expects the gross domestic product to contract for
the full year of 2020 within the range of 2.0% - 3.4%, on the back of
concerns in the health sector as well as socioeconomic fallout due to the
pandemic. The PSEi closed at 5,541.95 (-1.42% WoW).

 Gains were led by Manila Electric Co. (PSE ticker: MER; +8.89% WoW),
Bank of the Philippine Islands (BPI; +6.75%), and Universal Robina
Corp. (URC; +5.69%). On the other hand, losses were led by Security
Bank Corp. (SECB; - 9.44%), SM Prime Holdings, Inc. (SMPH; -6.45%),
and LT Group, Inc. (LTG; -5.03%).

 Key events that transpired during the week:
 SMC Global Power Corp., the power subsidiary of San Miguel Corp.

(PSE Ticker: SMC), reported a 10% YoY decrease in consolidated net
income to Php3.22 billion in 1Q2020. The decline was driven by lower
revenues due to the bilateral offtake volume of South Premiere Power
Corp. and lower power costs amid new power supply agreements with
Meralco effective December last year.

 Universal Robina Corp. (PSE Ticker: URC) will reduce its capital
expenditures by Php2.5-3 billion in 2020 as a response to the COVID-19
pandemic. The company's allotment for capex usually amounts to Php8-
10 billion per year. URC President Irwin Lee said that the global
lockdowns due to the pandemic has resulted to disruptions in URC's
supply chain from raw materials to consumers.
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