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 US Treasury yields declined as risks of escalation in the trade war between 
the US and China continued to weigh on investor sentiment. On average, 
yields fell 1.36 bps. 

 German bund yields continued to decline as geopolitical risks waned after 
Germany's interior minister said his dispute with Angela Merkel over migration 
has come to a halt. The 10-year yield fell to 0.292% (-1.0 bps WoW), while on 
average, yields fell 0.75 bps WoW. 

 Japanese government bond yields declined amidst trade tensions as the 
US began implementation of its 25% tariff on Chinese goods and China 
retaliated in kind. On average, yields fell 0.70 bps WoW. 

 Key events that transpired during the week: 

 US and China implemented 25% tariffs on $34B of each other's goods. 
 US FOMC meeting minutes indicated gradual rate hikes could take fed 

rates above neutral some time next year. 
 June jobs report showed unemployment rose to 4% as participation rate 

went up to 62.9%, while wages grew 2.7% yoy, below market 
expectations of 2.8% growth. 

 Global oil prices declined amidst actions by the US to step-up the 
pressure on its allies to end all imports of Iranian oil. South Korea, the 
world's fifth-largest crude oil importer, has suspended all buying of 
Iranian crude and condensate. Japan and India is set to follow, with 
some large buyers already winding down imports on fears of losing 
access to American bank financing. Brent crude was down 2.93% 
WoW to USD77.11/bbl, while WTI crude declined 0.47% WoW to 
USD73.80/bbl. 

 US equities rebounded for the week, led by technology and energy 
shares, despite mounting trade tensions due to the US imposition of 
$34bn worth of tariffs on Chinese goods last Friday (07/06/18). The 
S&P 500 ended at 2,759.82 (+1.52% WoW) while the DJIA closed at 
24,456.48 (+0.76% WoW). 

 European equities rallied amid easing trade tension between US 
and EU and as German Chancellor Merkel and Interior Minister Horst 
Seehofer reached a compromise regarding the bilateral agreements 
on refugees in the Eurozone. MSCI Europe closed at 128.96 (+0.69% 
WoW). 

 Asian equities slumped as US trade tariffs on almost 818 products 
worth $34bn central to China's Made in China 2025 policy initiative 
came into effect last Friday (07/06/18). The MSCI APxJ closed at 
533.33 (-1.07% WoW).  

Most global equity markets rebounded last week despite US imposition of $34bn worth of tariffs on Chinese goods, with relatively 
positive sentiment regarding the immigrant situation in the Eurozone  lifting Euro stocks. Yields on fixed income securities however, 
continued to drop slightly as US-China trade tensions continued to weigh down on investor sentiment. Lastly, oil prices declined 
despite increasing US pressure on Iranian oil importing countries to stop the buying of crude oil and condensates. 
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The local stock market pared early week gains, and the Peso weakened as an accelerated inflation print for the month of June 
weighed on investor sentiment. Meanwhile, local fixed income yields fell amid the continuous rejections of issuances by the BTr. 
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 The Philippine Peso weakened further amid negative sentiment 
over the June inflation print, which came out higher-than-expected 
last Thursday. Moreover, the gross international reserves (GIR) 
continued to drop, falling from US$79.2bn to US$77.7bn as the BSP 
tried to smoothen the volatility of the local currency. The USD/PHP 
pair closed at 53.42 (-0.15% WoW). 

 The Euro rallied against the US dollar following the  release of 
underwhelming wage growth figures in the US (act. 2.7% YoY vs. 
est. 2.8%), as well as dimming expectations of more aggressive 
tightening by the Federal Reserve. The EUR/USD ended at 1.1746 
(+0.53% WoW). 

 The Philippine Stock Exchange Index (PSEi) saw an upward 
momentum early in the week, closing above 7,300 on Wednesday. 
However, gains were pared following the release of June inflation data, 
which showed an acceleration of 5.2%, faster than market expectation 
of 4.8%. The PSEi declined 0.10% WoW to 7,186.71, with net foreign 
outflows amounting to $29.87Mn. 

 Globe Telecom, Inc. (PSE ticker: GLO) was the top gainer for the 
week (+8.25% WoW), a rebound after the stock dropped to 1,500 levels 
in the past week. Investors also weighed on stringent regulations for the 
entry of a potential third player in the local telecommunications industry 
and PLDT's labor issues. Meanwhile, Metropolitan Bank & Trust 
Company (PSE ticker: MBT) was the worst performer for the week 
(-4.97% WoW) due to fraud rumors, although these were ultimately 
denied by MBT. 

 Key events that transpired during the week: 

 Rizal Commercial Banking Corporation (Ticker: RCBC) has 
launched the first online platform for forex trading in the Philippines 
that will allow clients to buy and sell major foreign currencies such 
as the US Dollar, Japanese Yen, Euro and the British Pound. 

 Metro Pacific Investments (PSE Ticker: MPI) subsidiary Metro 
Pacific Tollways Corp. began work on the toll bridge connecting 
Mactan Island to Mainland Cebu. The 8.5 km, 2-lane Cebu-Cordova 
Link Expressway is estimated to cost between P26-29bn, and is 
expected to be completed by 2021. It has a capacity of 40,000 
vehicles.  
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 Local fixed income yields fell, led by the short end of the curve as the 
TDF auction was oversubscribed by ~25% and BTr fully rejected the tenders 
for a 10-year Retail Treasury Bond with a P15bn offer. The high June 
inflation print stoked investor demand for higher yields for government 
securities. On average, yields fell by 7.55bps.  

 Key events that happened during the week: 

 The Bangko Sentral ng Pilipinas (BSP) reaffirmed its commitment to 
ensure that inflation falls back within its 2-4% target, following the June 
CPI YoY print 5.2%, higher than consensus estimates of 4.8%. 

 The BSP reported a third straight month of decline in the country’s 
gross international reserves (GIR), with the end-June GIR level 
amounting to USD$77.67 Bn, its lowest level in six years. BSP said that 
this is the result of the strong outflows and the weakening of the 
Philippine peso against the dollar 
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