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 US equities rebounded week-on-week on optimism from business
reopenings and some progress on COVID-19 vaccine development. As of
latest, all states in the US are crafting plans to ease social distancing
measures. Also, US President Trump said that there will be no shut down
in the US even if the second wave of COVID-19 cases occurs. The DJIA
closed at 24,465.16 (+3.29% WoW), while the S&P closed at 2,955.45
(+3.20% WoW).

 Asian equities slightly fell amid escalating tensions between the US and
China. Last Friday, the US announced sanctions for human rights
violations of a Chinese government institute and another eight companies.
Sentiment was also dragged by Japan’s official entry to recession territory
after its economy shrank 3.4%, confirming its second consecutive
quarterly contraction. The MSCI APxJ closed at 462.53 (-0.89% WoW).

 European equities erased last week's losses on slowing growth rate of
additional infected cases. Investors also weighed the surge in UK jobless
claims to 2.1 million (+69% MoM). The MSCI Europe closed at 113.36
(+3.49% WoW).

Global equity markets were mixed while global yields remained flat as investors remained cautiously optimistic with the gradual
lifting of lockdowns and renewed escalation of US-China tensions. Meanwhile, oil prices continued to recover due to improving
demand and supply cuts.
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 US Treasury yields were relatively flat week-on-week, with slight upward bias, amidst
escalating US-China tensions. At the same time, sentiment was further dampened
during the latter half of the week following the increase of another 2.4 million in
unemployment claims. On average, yields rose by 2.01 bps with the 10Y closing at
0.6591% (+1.63 bps WoW).

 German bund yields similarly rose as investors focus on renewed hopes from positive
headlines after experimental coronavirus vaccine showed promising early signs and
due to gradual easing of lockdowns. However, sentiment remained to be capped as
investors weigh on the possible spike in infections due to lifting of lockdowns. German
bund yields rose by 4.10 bps and the 10Y closed at -0.49 (+4.40 bps WoW).

 Japanese bond yields, on the other hand, fell driven by worries after 1Q20 GDP
contracted 3.4%, slipping Japan to recession. In addition to the monetary stimulus from
Bank of Japan, the government is eyeing on fresh stimulus package worth USD 929
billion to help resuscitate its economy. On average, yields fell 2.07 bps with the 10Y
yield closed at -0.009 (-0.10 bps WoW).

 Key events that transpired during the week:

 US weekly jobless claims totaled 2.44 million, beating consensus estimate of 2.4
million, which brought the total 8-week job loss due to the pandemic over 38 million. In
addition to this, housing permits and existing home sales contracted further in April with
-20.8% and -17.8%, respectively, showing the depressed activity in the housing market.

 Global oil prices continued its recovery with the improving demand
and supply cuts which resulted to recent surge in prices. Brent oil
closed at USD 35.13 (+8.09% WoW) per barrel, while WTI crude
closed at USD 33.25 (+12.98% WoW) per barrel.
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 Local fixed income yields fell across the curve on continued demand for safer
assets amid worries of a second wave of infections on the reopening of the
domestic economy and on worries over escalating tensions between the US
and China. On average, yields fell by 10.89 bps WoW with demand highest for
tenors shorter than a year.

 Key events that happened during the week:
 According to the Department of Finance, government tax collection continued

to decline in April due to the implementation of lockdowns and extensions of
payment deadlines. Preliminary data showed a 63% YoY decrease in the
combined collections of the Bureau of Internal Revenue and Bureau of Customs

to Php105.75 billion. This is 19% behind the Php131 billion target for the month.
 The Department of Budget and Management will submit a Php4.18 trillion

cash-based national budget proposal for FY2021 to Congress. This is expected
to take place on July 20, as President Rodrigo Duterte presents his fifth State of
the Nation Address in front of legislators. Budget Secretary Avisado said that
there will be no extension to the adjusted May 25 deadline for the budget
proposals of agencies to ensure submission of documents on July.

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

Local equities ended flat as worries over escalating tensions between the US and China reversed optimism earlier in the week. Local
fixed income yields fell on continued demand for safer assets. The Philippine peso strengthened optimism over reports of positive
developments on a potential vaccine for COVID-19.
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 The Philippine Peso strengthened on optimism over reports of
positive developments on a potential vaccine for COVID-19.
The USD/PHP pair ended at 50.70 (-0.12% WoW).

 The Euro strengthened driven by the reports on the efforts from
France and Germany to mitigate the imapct of pandemic on the
Eurozone economy by proposing a EUR500 billion recovery
fund. This is also on the back of growing expectations from
Germany as the IFS survey for business climate improved in
May from 74.2 to 79.5. The EUR/USD pair closed at 1.0901
(+0.75% WoW).

 The PSEi ended flat week-on-week as optimism in earlier in the week (on
positive development on a possible vaccine, potential US stimuluts, etc,)
were reversed by worries over escalating tensions between the US and
China. The PSEi closed at 5,539.19 (-0.05% WoW).

 Gains were led by International Container Terminal Services, Inc. (PSE
ticker: ICT; +4.72% WoW), Aboitiz Equity Ventures, Inc. (AEV; +4.53%),
and JG Summit Holdings, Inc. (JGS; +4.47%). On the other hand, losses
were led by Security Bank Corp. (SECB; - 9.17%), GT Capital Holdings,
Inc. (GTCAP; -7.04%), and Universal Robina Corp. (URC; -5.38%).

 Key events that transpired during the week:
 GT Capital Holdings, Inc. (PSE Ticker: GTCAP) reported a 26% YoY

decline in net income for 1Q2020 amid COVID-19's impact on its business
units. The company's core net income fell 16% YoY to Php2.8 billion as
consolidated revenues decreased 13% YoY to Php39 billion. This was
mainly driven by lower net income from the company's banking business
Metropolitan Bank & Trust Co. and automative arm Toyota Motor
Philippines.

 SM Investments Corp. (PSE Ticker: SM) reported a 16% YoY decline in
net profit to Php9 billion in 1Q2020 as lockdowns affected the company's
core banking, property, and retailing businesses. However, consolidated
revenues went up 2.9% YoY on the back of continued grocery operations
during the enhanced community quarantine. Per segment, banking,
property, and retailing accounts for 46%, 44%, and 10% of the total net
income, respectively.
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