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 US Treasury yields rose on robust economic data releases as well as 
statements from Fed Governor Powell that the pace of monetary policy 
tightening will remain gradual despite heightening trade tensions. On 
average, yields rose 3.28 bps. 

 German bund yields rose amid tensions within the Italian government's 
ruling party over influencial key positions to be filled. This raised more 
concerns on Italy's commitment to the Euro. The 10-year yield fell to 
0.370% (+3.00 bps WoW), while on average, yields rose 1.88bps. 

 Japanese government bond yields fell despite pending changes to the 
BOJ's massive stimulus program, as the pool of JGBs available for 
investors shrank. On average, yields fell 0.27bps. 

 Key events that transpired during the week: 

 US June retail sales came out at 0.5% YoY (in-line), while May retail 
sales was revised upward to 1.3% YoY (Prev.: 0.8% YoY). 

 US Fed Governor Powell gave testimony to Congress last Tuesday 
(July 17) and the House of Representatives (July 18) 

 Global oil prices continued to decline on renewed fears over the 
US-China global trade spat threatening global demand, as Trump 
seems to stand ready to impose US$500bn of imported Chinese 
goods. At the same, signs of increasing oil production from Russia 
and Saudi Arabia have weighed on oil prices.  Brent crude was down 
3.00% WoW to USD73.07/bbl, while WTI crude declined 0.77% WoW 
to USD70.46/bbl. 

 US equities were flat for the week as markets continued to put less 
emphasis on the threats from the impending trade war. There was 
relative optimism as positive earnings reports are on track to post 
20% growth in the second quarter. The S&P 500 ended at 2,801.83 
(+0.02% WoW) while the DJIA closed at 25,058.12 (+0.15% WoW). 

 European equities ended the week relatively flat as stocks fell after 
Trump threatened China with tariffs on all USD 500 billion in imports 
to the US, paring earlier gains. The MSCI Europe closed at 130.02 
(+0.12% WoW). 

 Asian equities declined as Trump issued fresh threats of tariffs on all 
USD 500 billion worth of Chinese imports to the US. The decline of 
the Chinese Yuan somewhat limited the decline. The MSCI APxJ 
closed at 537.30 (-0.52% WoW).  

Global equity markets were relatively mixed as investors weigh in strong second quarter earnings and increasing trade tensions.  
Meanwhile, US Treasury and Bund yields rose on Fed Governor Powell's statements on gradual policy tightening and geopolitical 
tensions due to a toss-up in Italy's government positions. Lastly, oil prices declined as global oil supply could outpace demand 
should trade war tensions dampen global growth prospects. 
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Local equities marginally rose as investors await 2Q18 earnings results and President Duterte's 3rd SONA. Meanwhile, the Philippine Peso 
remained flat even as Fitch Ratings affirmed PH 'BBB' investment grade rating, with investors also weighing in the widening BOP deficit. 
Lastly,  fixed income yields fell slightly as risk-off sentiment continued, driven by uncertainties in global trade. 
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 The Philippine Peso was flat despite Fitch Ratings' reaffirmation of 
the country's 'BBB' investment grade rating on the back of solid 
fundamentals. The widening deficit of $3.3bn (+361.8 YTD YoY) on 
the Philippines' Balance of Payments position (117.3% above the 
government's FY target) tempered the strengthening of the local 
currency. The USD/PHP pair ended at 53.51 (0.00% WoW). 

 The Euro strengthened against the greenback after Trump's 
criticism of the Fed's pace of rate hikes triggered a Dollar sell-off. He 
indicated that the higher rates may put a dent to the US' trajectory of 
a strong economy. The EUR/USD pair ended at  1.1724 (+0.33% 
WoW). 

 

 The Philippine Stock Exchange Index (PSEi) marginally rose on low 
trading volume last week. Investors await 2nd quarter earnings results 
and President Duterte's 3rd State of the Nation Address. The PSEi rose 
by 0.01% WoW to 7,399.61, with net foreign outflows amounting to 
$29.57Mn. 

 Universal Robna Corporation (PSE ticker: URC) was the top gainer 
for the week (+5.16% WoW), on bargain hunting as it continues to 
underperform the index year-to-date. Meanwhile, Metro Pacific 
Investments (PSE ticker: MPI) was the worst performer for the week 
(-5.91% WoW) due to persistent foreign selling.  

 Key events that transpired during the week: 

 Metropolitan Bank & Trust Company (PSE Ticker: MBT) posted 
a Php5.2bn in net income for 2Q18. This is a 31% increase from 
the same period last year, which brings 1H18 net income to 
PHP11.0 billion (+16% YoY). Growth is attributable to the 
company’s core business, with double digit loan growth and a 
sustained CASA ratio lifting margins, while recurring expense 
growth was capped at a manageable level.   

 San Miguel Corporation (PSE Ticker: SMC) plans to invest 
around PHP 53.42 billion (US$1bn) in the next two years in order to 
build 10 breweries inside and outside the country; of which one 
would be built in the US and another one in Vietnam. According to 
SMC President Ramon Ang, the planned breweries would help 
lower logistics costs and produce quality local beers.  
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 Local fixed income yields fell slightly after  the Bureau of Treasury fully rejected the 
bids for the 7-year Treasury bonds, offset by the oversubscription of the BSP's 
auction for the Term Deposit Facility across all tenors. Risk-off sentiment was still 
driven by uncertainties in global trade. On average, yields fell 1.87bps WoW. 

 Key events that happened during the week: 

 The Bangko Sentral ng Pilipinas announced that cumulative dollar outflows 
have already exceeded the 2018 full-year forecast of the BSP by 100 percent as 
of end-June. The PH’s Balance of Payments (BOP) is at US$3.26 billion for 
1H18, 117% higher than the US$1.5 billion BOP deficit the BSP has forecasted 
for FY2018. The current level marks the largest BOP deficit since the US$2.85 
billion deficit in 2014.  

 Fitch Ratings maintained its sovereign credit rating for the Philippines at “BBB,” 
one notch above the minimum investment grade, matching the rating given by 
other major credit raters. Fitch sees a “favorable” growth outlook with GDP 
growing 6.8% this year to be sustained annually until 2020 on the back of strong 
domestic demand, but also flags overheating risks.  
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