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 US equities started the week quite steady but ended in negative
territory as Fed policymakers gave signals that policy shifts may
come sooner than expected given accelerating inflation. The DJIA
closed at 33,290.08 (-3.45% WoW), while the S&P 500 closed at
4,166.45 (-1.91% WoW).

 Asian equities declined amid disappointing economic data from
China which showed that retail sales grew 12.4% YoY (expectation:
14.0% YoY) and industrial production rose 8.8% YoY (expectation:
9.2% YoY). Investors also digested hawkish signals from the US Fed.
MSCI APxJ closed at 695.63 (-1.35% WoW).

 European equities slipped tracking their US counterparts amid
Fed’s comments, and as economic data disappointed. UK’s May
retail sales fell by 1.4% MoM, largely behind expectation of 1.6%
growth. The MSCI Europe closed at 149.84 (-1.13% DoD).

Global equities declined and global yields rose following the recent hawkish signals from the US Fed. Global oil prices continued to
gain on the back of a stronger demand outlook and accelerating vaccine rollouts globally.
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 US Treasury yields were mixed but rose on average as investors weighed a slightly 
more hawkish stance from a number of Federal Reserve members. Nonetheless, the 
central bank kept its policy rate steady and maintained its $120 billion a month of bond 
purchases. On average, yields rose by 2.08 bps WoW, with the 10Y closing at 1.4381% 
(-1.37 bps).

 German bund yields bucked their weekly trend and went up as the Fed indicated that 
rate hikes are seen in the horizon, pressuring yields upward. On average, yields 
increased by 1.43 bps with the 10Y yield closing at -0.20% (+7.40 bps WoW). 

 Japanese bond yields were mixed but rose on average. Last Friday, the Bank of Japan 
also maintained its yield curve control targets set at -0.1% for short-term interest rates 
and around 0% for 10-year bond yields. It also extended the September deadline for its 
pandemic-relief program. On average, yields rose by 1.08 bps WoW with the 10Y 
closing at 0.052% (+2.30 bps WoW)
Key events that transpired during the week:

 US retail sales slipped by 1.3% MoM in May (expectation: -0.8%) indicating a possible 
shift in spending from “just goods” to “goods and services related to going out” as 
businesses reopen given good vaccination levels.

 The Fed conducted its two-day policy setting meeting with results coming out to be a bit 
more hawkish than expected. 11 out of 18 US central bank officials see at least two rate 
hikes by the end of 2023, and seven members think that a rate hike may be necessary 
as early as 2022.. 

 Global oil prices continued to rise amid stronger demand outlook
and accelerating vaccine rollouts globally. Brent oil closed at $73.51
per barrel (+1.13% WoW), while WTI crude closed at $71.64 per
barrel (+1.03% WoW).
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 Local fixed income yields fell overall despite the hawkish Fed outlook. The decline
in local yields was likely due to expectations that the BSP will keep the policy rate
steady in the upcoming policy meeting on June 24. On average, yields declined by
2.50 bps WoW with the 10Y closing at 3.9260% (+3.68 bps WoW).

 Key events that happened during the week:
 The International Monetary Fund reduced its Philippine gross domestic product

growth forecast to 5.4% from 6.9% previously. This was following the reimposition of
lockdown restrictions in Metro Manila and nearby provinces in late March due to the
spike in COVID-19 infections. Downside risks to the projection included potential
resurgence of COVID-19 cases and delays in the vaccination rollout amid lack of
supply.

 According to a Businessworld poll, 14 out of 16 analysts expect the Bangko Sentral
ng Pilipinas to maintain its key policy rate steady at its record low of 2% in the
upcoming policy meeting on June 24. The analysts noted that it is crucial for the
central bank to retain its accommodative stance as the economy rebounds from the
impact of the COVID-19 pandemic.

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

Local equities fell, local fixed income yields declined, and the Philippine peso weakened as the US Fed signalled earlier rate hikes.
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 The Philippine peso weakened significantly on hawkish Fed
outlook and easing quarantine restrictions. The USD/PHP pair
ended at 48.430 (+1.53% WoW).

 The Euro continued to weaken on disappointing economic
data, and amid the shift in US Fed’s policy outlook. The
EUR/USD pair closed at 1.1864 (-2.02% WoW).

 Local equities fell as the US Fed signalled interest rate hike
earlier than expected. Policymakers are forecasting the first
interest hike in this cycle to happen in 2023, a year earlier than
previous estimates. The PSEi closed at 6,851.38 (-0.96% WoW).

 Gains were led by International Container Terminal Services, Inc.
(ICT; 5.96%), JG Summit Holdings, Inc. (JGS; 4.56%), and DMCI
Holdings, Inc. (DMC: 4.19%). Meanwhile, San Miguel Corp. (SMC;
-4.45%), Ayala Land, Inc. (ALI; -6.01%), and Bloomberry Resorts
Corp. (BLOOM; -6.34%) were the laggards of the week.

 Key events that transpired during the week:
 San Miguel Corp. (PSE Ticker: SMC) has been given the green

flag by the Securities and Exchange Commission to offer up to
Php50 billion in fixed rate bonds within the next three years. The
first tranche will be a Php20 billion offering of six year fixed-rate
bonds due 2027, with an oversubscription option of Php10 billion.
The proceeds will be used to finance existing dollar-denominated
debt of SMC.

 Megaworld Corp. (PSE Ticker: MEG) sought approval of its
Php27.3 billion REIT offering, MREIT. At Php27.3 billion, MREIT
could be larger than the AREIT IPO last year and other REITs
currently in the pipeline. MREIT hopes to boost office lease
transactions by 13% this year, and to complete 21 new projects
within the next 5 years with a majority being office developments.
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