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 Global oil prices fell, reversing the uptrend from the past three 
weeks, as the US EIA reported crude supplied rising by 5.8mn 
barrels. Surveyed analysts were forecasting a decline of 1.7mn 
barrels. Additionally, OPEC commented that they are contemplating 
an oil production increase in the June OPEC meeting because of 
production declines from Iran and Venezuela. Brent crude fell 2.64% 
week-on-week to USD76.44/bbl, while WTI crude dropped by 4.77% 
to USD67.88/bbl.  

 

 US equities ended higher on positive developments in the US-China trade 
talks, as US Secretary state Mnuchin stated that they will  be holding off 
the trade war, with China proposing to buy larger amounts of US goods to 
alleviate the trade deficit. Additionally, the minutes of the FOMC meetings 
released last week indicated that the Fed may not be raising rates at a 
faster-than-expected pace. The DJIA rose to 24,753.09 (+0.15% WoW) 
while the S&P500 edged higher to 2,721.33 (+0.31% WoW). 

 European equities slided amid rising geopolitical issues and US trade 
tension. Investors weigh US-China trade developments and concerns of 
possible US tariffs on steel, aluminum and auto imports. Also, Italy's 
politics is still in the spotlight dragging the equities lower. The MSCI 
Europe closed at 131.85 (-1.04% WoW).  

 Asian equities marginally declined as investors digest mixed news on US 
and China trade developments. Market also reacted to Trump's 
cancellation of the US-North Korea summit citing open hostility following 
remarks from the North Korean leader. The MSCI Asia ex-Japan closed at 
566.67 (-0.03% WoW). 

Most global indices ended in the red  and fixed income yields fell on geopolitical issues in various regions, although US stocks rallied 
on the Fed's relatively dovish rhetoric in the the recently released May Meeting Minutes.  Lastly, oil prices fell on a surprising rise in 
US oil inventories, with the OPEC contemplating an oil production increase in its June meeting. 

 US Treasury yields fell as the recently released Fed minutes showed a 
relatively dovish Fed willing to tolerate a modest overshoot to its 2% inflation 
target and US-North Korea geopolitical tensions following President Trump's 
cancelllation of the June summit. On average, the curve went down by 
7.20bps, with the 10-year ending at 2.9313%. 

 German bund yields fell amidst rising geopolitical crises in various parts of the 
Eurozone and soft PMIs from its two biggest economies, France and Germany. 
On average, the curve fell by 11.8bps, with the 10-year falling to 0.406%. 

 Japanese government bond yields slightly fell following risk-off sentiment 
due to uncertainty over the US-North Korean June summit. On average, the 

curve fell by 1.4bps, with the 10-year closing at 0.514%. 

 Key events that transpired during the week: 

 The US Fed released its May Meeting Minutes last Wed (May 23). 
 The Philippines posted a budget surplus of Php46.3bn for April. 
 Germany's 1Q18 GDP stayed in-line with consensus estimates and at the 

same level as its prior reading, coming in at 2.3% YoY. 
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The local equities market, local fixed income yields and the Philippine Peso fell as the BSP cut the reserve requirements for banks in 
the midst of continuing inflationary pressures from rising oil prices. 
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 The Philippine peso weakened, on continuing concerns over 
increasing inflation expectations as the BSP cuts reserve 
requirements amidst rising oil prices. The USD/PHP pair closed at 
52.70, an effective 0.70% depreciation of the peso against the 
greenback. 

 The Euro weakened as investors continue to weigh the risks of 
Italy's populist parties coming to the forefront of the Italian 
government  and enacting policies opposed to the euro-zone budget 
rules. The EUR/USD closed lower at 1.1651 (-1.03% WoW). 

 The Philippine Stock Exchange Index (PSEi) ended up relatively flat 
week-on-week as the  BSP's reserve requirement cuts triggered a rally, 
even as concerns over rising oil prices and trade tensions between the 
US and China dragged on sentiment. The PSEi closed at 7,647.51 (-
0.32% WoW). 

 D.M. Consunji, Inc. (PSE ticker: DMC) led the gainers for the week 
after gaining 5.69% WoW, after disclosing a 11% YoY increase in 
revenues for 1Q18 lifted by high-rise building projects revenues surging 
by 52%. The company recorded a net income of Php335Mn (+33% 
QoQ) mainly due to accounting and work related timing issues. 
Meanwhile, Globe Telecom, Inc.(PSE ticker: GLO) was the worst 
performer for the past week as it continued its decline following its ex-
dividend date last May 16. 

 Key events that transpired during the week: 

 Ayala Corp. (PSE ticker: AC) announced its joint venture with UPC 
Renewables, a top global energy company. AC energy, a wholly-
owned unit of AC, will invest $30Mn for a 50% ownership in UPC 
Renewables' Australia business and committed a $200Mn facility to 
fund project equity. AC Energy plans to grow its shares of overseas 
business to 30-40% from the 20% recorded last March 2018.  

 Del Monte Philippines Inc. is aiming to sell 587.4Mn secondary 
shares at an offer price of Php29.88 per share representing a 21% 
public float. The Php17.55Bn initial public offering (IPO) has already 
been approved by the Securities and Exchange Commission 
(SEC). Del Monte Pacific Ltd., the parent firm, will use the raised 
amount to finance debt and strengthen its balance sheet. 

 Local fixed income yields broadly dropped across all tenors, tracking the downward 
movement of bond yields globally, as continuing trade tensions in the region caused 
risk-taking sentiment to decline. The curve declined 18.85 bps on average, with the 
yield of the benchmark 10-year security dropping 63.3bps to 6.1116%. 

 Key events that happened during the week: 

 The Department of Finance (DOF) reported that the government posted a 
budget deficit of Php115.9Bn from January to April 2018, Php51.2Bn lower than 
the government’s target. Over the same period, expenditures rose by 31% YoY 
to Php1.04Tn while tax and non-tax revenues increased by 21% to Php927.3Bn 
YoY.  

 The Bangko Sentral ng Pilipinas (BSP) announced further reduction in 
reserve requirement ratio (RRR) from 19% to 18%, effective June 1 this year. 
This adjustment was said to be part of BSP’s broad medium term financial 
market reform agenda to shift to a more market-based monetary operation in 
managing liquidity.  
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