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✓ US equities fell as strong earnings reports were weighed down by

disappointing GDP data. 2Q GDP data came out at 6.5% (versus
consensus 8.4%). The new Delta variant is also adding to growth
concerns The DJIA closed at 34,935.47 (-0.36% WoW), while the S&P
500 closed at 4,395.26 (-0.37% WoW).

✓ Asian equities declined as heightened fears over the Delta variant and
regulatory crackdown in China weighed down on market sentiment. The
MSCI APxJ closed at 652.87 (-2.85% WoW).

✓ European equities were flat as optimism surrounding corporate earnings
reports were offset by Delta variant concerns and regulatory crackdowns
in China. The MSCI Europe closed at 152.74. (0.05% WoW).

Global equities and global yields were mixed on various market developments. Global oil prices rose on growing demand.
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✓ US Treasury yields fell after the personal consumption expenditures index rose lower -
than-expected by 3.5% in June from a year prior. Economists surveyed by Dow Jones 
expected a 3.6% increase. On average, yields declined by 1.92 bps WoW, with the 10Y 
closing at 1.2223% (-5.4 bps).

✓ German bund yields fell lower on Delta variant worries. However, this was partially offset 
by upside pressure from inflation. Euro area inflation in July rose to 2.2%, from 1.9% the 
month prior. On average, yields fell by 3.12 bps with the 10Y yield closing at -0.46% (-4.10 
bps WoW). 

✓ Japanese bond yields were flat as Federal Reserve Chair Jerome Powell signalled no 
hurry to taper monetary stimulus. On average, yields went up by 0.12 bps WoW with the 
10Y closing at 0.016% (+0.40 bps WoW).
Key events that transpired during the week:

✓ The US Senate voted 67 to 32 in favor of a bipartisan USD 1.12 trillion infrastructure 
spending plan. This will boost federal spending by nearly USD 600 billion, with most of the 
spending going to transportation infrastructure.

✓ Eurostat reported that Euro area inflation rose to 2.2% in July 2021, from 1.9% the month 
prior. Energy rose the highest at 14.1%, followed by food, alcohol, & tobacco at 1.6%, 
services at 0.9%, and non-energy industrial goods at 0.7%.

✓ Global oil prices gained amid growing demand. Analysts noted that
the rapid recovery in India's gasoline consumption and industrial
production is a sign that economies are more resilient. Moreover,
vaccinations are expected to alleviate the impact of a resurgence in
COVID-19 infections across the world. Brent oil closed at $76.33 per
barrel (+3.01% WoW), while WTI crude closed at $73.95 per barrel
(+2.61% WoW).
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✓ Local fixed income yields fell as the government implemented the extension of GCQ with
heightened quarantine restrictions due to the increasing local transmission of the coronavirus
Delta variant. Last week, the International Monetary Fund (IMF) also downgraded its 2021
GDP forecast for ASEAN-5 to 4.3% from 4.9% forecast in April. On average, yields went
down by 1.98 bps WoW with the 10Y closing at 3.8795% (-1.89 bps WoW).

✓ Key events that happened during the week:
✓ Data from Moody’s Investor Service reported a slower GDP growth forecast to around 6%

after 2022 as pandemic continues to pose risks on the economic recovery. Moody’s also
recently lowered its growth forecast for the country to 5.8% from its initial forecast of 7% for
2021. Moody’s mentioned that the prospects of economic scarring may be seen in the
country’s labor market and weaker economic growth.

✓ The Bangko Sentral ng Pilipinas (BSP) reported that the Philippines has incurred a
balance of payment (BOP) deficit of $312 million in June, which is a reversal from the $80
million surplus logged in 2020. The deficit reflected as more dollars flowed out of the country
to settle its foreign currency debt obligations, also the widening trade deficit arising from the
reopening of the global economy from COVID-19 lockdowns. The outflows were partially
offset by inflows from the BSP’s income from its investments abroad.

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

Local equities and local yields fell while the Philippine peso strengthened ahead of the FOMC meeting and various data releases
throughout the week.
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✓ The Philippine peso strengthened after the US Dollar
weakened ahead of the FOMC meeting. Last week, the US
Fed maintained its dovish stance, and Metro Manila and other
provinces remained under GCQ with “heightened restrictions”
measures in the first half of August despite rising coronavirus
cases due to the spread of the Delta variant. The USD/PHP
pair closed at 49.97 (-0.74% WoW).

✓ The Euro strengthened as disappointing US growth weighed
down the dollar. The EUR/USD pair closed at 1.1870 (+0.84%
WoW).

✓ Local equities declined as the national government imposed tighter
community quarantine restrictions in Metro Manila, as well as other localities
amid the surge in coronavirus cases. This, along with the rising local
transmission of the Delta variant, dampened market sentiment. The
Department of Health (DOH) reported 55 new cases of the Delta variant,
increasing the total local infections to 119. The PSEi closed 6,270.23 (-
3.84% WoW).

✓ Gains were led by Emperador Inc. (EMP; +16.50%), Bank of the Philippine
Islands (BPI; +4.85%) and Robinsons Land Corporation (RLC; +2.42%).
Meanwhile, Bank of the Philippine Islands (BPI; -6.94%), San Miguel

Corporation (SMC; -7.14%), and Universal Robina Corporation (URC; -
7.52%) were the laggards of the week.

✓ Key events that transpired during the week:
✓ Manila Electric Company (PSE Ticker: MER) reported higher earnings

with a core net income of Php11.4 billion for 1H21, up by 8% YoY. The
industrial segment of Meralco performed well, up by 23% year-to-date, as
energy sales return to 2019 levels. Meanwhile, the commercial segments
posted 0.2% growth year-to-date as pandemic restrictions eased at the end
of the first half of 2021.

✓ Emperador Inc. (PSE Ticker: EMP) reported a net profit of Php3 billion
(+60% YoY) in the second quarter as easing of quarantine restrictions
improved its production. Moreover, the Company recorded a 53% increase
in net profit amounting to Php5.1 billion in the first half of 2021 compared to
the same period last year driven by the increase in margins and profitability
of its brandy and whiskey segments.
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