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 US Treasury yields continued to decline as fears over US and China 
tariffs, which could potentially result in a trade war, pushed investors to 
safe-haven assets such as bonds, lowering yields. On average, yields fell 
0.90 bps, with the 10-year falling 2.56 bps to 2.8949%. 

 German bund yields fell as, similar to the US, trade war concerns led 
investors to take a risk-off stance. German bund yields saw two-and-a-half 
week lows last Wednesday. The 10-year german yield fell 6.6 bps to 
0.337%. German yields fell 4.85 bps on average. 

 Japanese government bond yields fell slightly last week, continuing the 
trend of very low Japanese yields, as the Bank of Japan's stimulus 
program continues to have little effect on inflation. Core inflation for May 
was 0.7% YoY, flat versus April and well below the 2.0% goal. On average, 
yields fell 0.27 bps, and the 10-year declined 0.1 bps to close at 0.029%.  

 Key events that transpired during the week: 

 Markit US Manufacturing PMI was 54.6, 1.8pts lower than prior period. 
 US initial jobless claims was 218k, unchanged from last period. 
 Markit Eurozone Composite PMI was 54.8, 0.7pts lower than previous. 

 Global oil prices rebounded as OPEC production cut members 
(including Russia) met and decided on a nominal production increase 
of about 1 million barrels per day, allocated among the various 
members. This results in an estimated actual increase of about 600 
thousand barrels per day, and was in-line with the recent signals from 
the OPEC members. Despite the planned increase in supply, Brent 
crude was up 2.87% WoW to USD 75.55/bbl, while WTI crude rose by 
5.41% WoW to USD 68.58/bbl. 

 US equities declined with the DJIA logging its worst week since 
March as trade war concerns continue to dominate headlines. An 
OPEC-inspired rally provided some relief at the end of the week, but it 
failed to fully offset the decline. The S&P 500 ended at 2,754.88 
(-0.89% WoW) while the DJIA closed at 24,580.89 (-2.03% WoW). 

 European equities ended in the red albeit staging a recovery at the 
latter part of the week as trade war worries and political uncertainties 
overweighed stronger-than-expected economic data. The MSCI 
Europe closed at 129.74 (-1.04% WoW). 

 Asian equities were down as the tit-for-tat on trade between US and 
China escalates. The US imposed tariffs on $50Bn worth of Chinese 
goods to which China retaliated by imposing the same level of tariffs. 
The MSCI APxJ closed at 550.58 (-2.08% WoW).  

Equities were down across the globe as trade war concerns and the resulting investor fears took center stage, despite the rally in oil 
prices and strong economic print in the latter part of the week. Bond yields were down globally as well, as outlfows in equities were 
put into bonds, highlighting the current risk-off stance. Global oil prices rebounded at the end of the week after a period of declines, 
despite the OPEC agreement to increase production. 
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The local stock market further declined as foreign investors continued to exit the market driven by trade war fears and peso 
depreciation. Moreover, local fixed income yields were higher after BSP's rate hike that aimed to arrest the peso's depreciation and 
concerns on inflation. Despite this, the peso slightly weakened as investors focused on the more hawkish Fed. 
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 The Philippine peso slightly weakened despite the BSP's 25 
bps rate hike that aimed to arrest the peso's depreciation. 
Investors remain focused on the more hawkish Fed and the high 
PH inflation. The PHP/USD closed at 53.280 (-0.02% WoW). 

 The euro regained some ground last week as stronger-than-
expected economic data supported the currency. However, the 
appreciation of the euro is capped by trade war fears and a 
more hawkish Fed. The USD/EUR ended at 1.1651 (+0.35% 
WoW). 

 The Philippine Stock Exchange Index (PSEi) continued to trend 
lower despite BSP's rate hike as the peso further depreciated and 
as the market was driven by trade war fears. Foreign selling for the 
week amounted to $123.84Mn. The PSEi lost 6.19% WoW to close 
7,063.20. 

 San Miguel Corporation (PSE ticker: SMC) was the top gainer for 
this week, only declining by 0.71% partly attributed to its low foreign 
ownership as foreigners continue to sell Philippine stocks. On the 
other hand, JG Summit (PSE ticker: JGS) was the worst performer 
declining by 13.05%. Poor performance of its subsidiaries (e.g. 
URC, petrochem) continues to weigh down on JGS. 

 Key events that transpired during the week: 

 Japan's Bank of Fukuoka Ltd. has recently chosen BDO 
Unibank (PSE Ticker: BDO) as its partner bank of choice in 
the Philippines. As the largest lender in the country, BDO said it 
would "serve the needs of the Bank of Fukuoka's clients who 
want to do business in the country." 

 Eagle Cement (PSE Ticker: EAGLE) is preparing to bring its 
third production line in Bulacan to full production by Q3, adding 
2 million metric tons to capacity. Expansion of the production 
line has given Eagle income tax incentives from the BOI, which 
will help save Php 530Mn per year. 
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 Local fixed income yields were significantly higher driven by the BSP's 25 
bps interest rate hike and as investors remain concern with the trend of 
inflation. The 20-year T-bond auction was partially awarded as investors are 
still cautious of rising interest rates. On average, yields rose 26.89 bps. The 
10-year closed at 6.9054%. 

 Key events that happened during the week: 

 The Bangko Sentral ng Pilipinas (BSP) increased the policy rate by 
25 bps, bringing the reverse repurchase (RRP) facility rate to 3.5%. The 
BSP's decision was in response to higher inflation driven by oil and 
commodity prices; a depreciating peso; and potential wage hikes. 

 The BSP is reported that April cash remittances from OFW's had the 
fastest growth recoreded since November 2016, on the account of a 
weakening peso. Remittances totaled $2.35Bn--12.7% more than those 
recorded in April of last year. 


