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 US Treasury yields ended up down on a volatille trading week, as Italian 
political uncertainty and trade tensions drive sentiment. On average, yields 
fell 0.88 bps with the 10-year declining 2.91 bps to 2.9022%. 

 German bund yields declined as uncertainty over the political situation in 
Italy lingered. The yield curve fell 1.93 bps on average, with the 10-year 
ending at 0.386% (-2.00 bps WoW). 

 Japanese government bond yields rose amidst continuing political 
uncertainty as US actions on trade shatter complacency that tariffs would 
only be used as a negotiating tool. On average, yields rose 0.3 bps, and 
the 10-year advanced 0.8 bps to close at 0.043%.  

 Key events that transpired during the week: 

 US GDP posted 2.2% YoY revised growth (cons. at 2.3%) amid strong 
consumer spending and investory investmentEurozone CPI YoY at 
1.3%, in-line with expectations.  

 US unemployment rate at +3.8% YoY (cons. at +3.9% YoY) 
 Average hourly earnings up 2.7% YoY (cons. +2.6% YoY) 

 Global oil prices ended mixed as the U.S. Energy Information 
Administration (EIA) reported that crude oil stock piles decreased by 
3.6 million barrels as of May 25, while oil production was 527k bpd 
more than the previous week. WTI oil prices fell  while Brent prices 
stabilized as Saudi Arabia and Russia, two of the world's top oil 
producers, are contemplating exiting the supply cut agreement during 
the June OPEC meeting. Brent crude was up 0.46% WoW to USD 
76.79/bbl, while WTI crude fell by 3.05% WoW to USD 65.81/bbl. 

 US equities ended mixed despite the volatility of oil prices and the 
uncertainty regarding the Italian political issue, with worries slightly 
dissipating on the possible creation of a M5S/Lega government. The 
S&P 500 ended at 2,734.62 (+0.49% WoW) while the DJIA closed at 
24,635.21 (-0.48% WoW). 

 European equities slid on continuing variability over the prospects in 
the Italian elections --especially on the issues regarding Italy's EU 
membership and the Euro. Optimism over President Matarella's veto 
later in the week failed to offset the drag in European stocks. The 
MSCI Europe closed at 130.45 (-1.06% WoW). 

 Asian equities continued its slump on the US' geopolitical issues with 
North Korea and China, with uncertainty remaining on the June 
summit and the state of the trade war spat.  The MSCI APxJ closed at 
564.61 (-0.36% WoW).  

Most global equity indices and fixed income yields edged lower amid uncertainty surrounding the Italian political crisis, along with 
the US' geopolitical issue with North Korea and China. Meanwhile, Japanese government bond yields rose as complacency over the 
US-China trade war issue was shattered. Lastly, oil prices ended mixed as inventories were lower by 3.6mn bpd  while production 
mildly increased by 527k bpd  for the week ended May 25. 
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The local stock market and the Philippine peso moved marginally WoW but experienced some volatility amid concerns on rising 
inflation. Meanwhile, local fixed income yields rose after the 3-year fixed rate Retail Treasury Bond issuance with a yield of 4.875%. 
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 The Philippine peso advanced marginally despite surging 
inflation expectations. The BSP's 4.6-5.3% inflation forecast for 
May 2018 was beyond the 2-4% target range and above the 5% 
critical level. The USD/PHP pair closed at 52.55 (+0.29% WoW). 

 The Euro was flat with a slight upward bias despite Italy's failure 
to form a new government. Moreover, the government is in a 
gridlock as Italian voters clamored for generous tax cuts, a 
universal basic income and strict implementation of clear-cut 
policies against illegal immigrants. The EUR/USD ended at 
1.1659 (+0.07% WoW). 

 The Philippine Stock Exchange Index (PSEi) moved marginally 
lower on a WoW basis but experienced some volatility. Investors 
weigh peso weakness and inflationary pressures amid rising wage 
pressure and local labor issues. Market also reacted to global news 
such as Italian politics and US trade tensions. The PSEi lost 0.23% 
WoW to 7630.26. 

 SM Investments Corporation (PSE ticker: SM) was the top gainer 
for this week, surging 4.56% WoW following news that SM is not 
included in the list of companies that violated Philippine Labor 
Rules. On the other hand, Petron Corporation (PSE ticker: PCOR) 
continued its slide to 8.75 (7.21% WoW). 

 Key events that transpired during the week: 

 The Ayala Corporation (PSE Ticker: AC) and ALSONS 
Consolidated Resources, Inc. is jointly developing a Php40Bn 
project named Azuela Cove, a 27-hectare development in 
Lanad, Davao City which is expected to launch this year.  

 Megaworld Corporation (PSE Ticker : MEG) has launched a 
new residential development in McKinley West with a sales 
projection at P6.5bn. The project is expected for completion by 
2020 to offer spacious unit layouts of up to 336-square meters, 
targeting young professionals and executives for its third 
residential tower.  
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 Local fixed income yields closed higher after the issuance of a 3-year fixed 
rate Retail Treasury Bond with a yield of 4.875% with an initial offer of P30bn. 
The Bureau of Treasury raised P66bn from the fundraising, which is expected to 
support the infrastructure project lineup. On average, yields increased 6.44bps, 
led by the short end of the curve. 

 Key events that happened during the week: 

 Last Monday, the Bureau of Treasury (BTr) fully awarded the 91-, 182- and 
364-day notes with a total tender of P37.9bn. Average rates for the bills all 
declined to 3.3%, 3.7% and 4.2%, respectively from previous week's 
auction. 

 Business confidence was declined slightly in 2018 to 39.3% from 39.5% 
due to expectations of higher consumer prices, oil price hikes and peso 
depreciation. However, outlook remained positive on the back of high 
demand during summer, increase in volume of production and ongoing 
rollout of the Build, Build, Build program.  


