
10-Aug-2018 % Change

72.81 -0.55%

67.63 -1.26%

84.23 -0.79%

August 13, 2018

Commodities

Brent

WTI

BBG Commodity index

Japanese Government Bonds

$bbl

Global Equities

US Treasuries German Bunds

This material, which is strictly for information purposes only, is for your sole use, does not constitute a recommendation or an offer to sell or a solicitation to buy any financial product. Any information is subject to change without notice and BPI is 
not under any obligation to update or keep current the information contained herein. You are advised to make your own independent judgment with respect to the matter contained in this document. No liability whatsoever is accepted for any loss 
that may arise (whether direct or consequential) from any use of the information contained herein. 
All funds managed by BPI Asset Management and affiliates are Trust and/or Investment Management Funds, which do not carry any guarantee of income or principal, and are NOT covered by the Philippine Deposit Insurance Corporation.  Past 
performance is not a guarantee of future results. BPI Investment Funds are valued daily using the marked-to-market method. 

-0.72% 
-0.89% 

0.75% 

-0.59% 

-0.25% 

-1.0%

-0.5%

0.0%

0.5%

1.0%

MSCI
World

MSCI
Europe

MSCI Asia
ex-Japan

DJIA S&P 500

+4.1 bps 
+1.3 bps 

-3.9 bps -6.8 bps -7.6 bps 

-5.8 bps 

0.000

0.500

1.000

1.500

2.000

2.500

3.000

3.500

3m 6m 2y 5y 10y 30y

3-Aug 10-Aug

-0.5 bps -4.5 bps 

-8.6 bps 

-9.1 bps 

-8.0 bps 

-8.2 bps 

-1.500

-1.000

-0.500

0.000

0.500

1.000

1.500

1y 2y 5y 10y 20y 30y

3-Aug 10-Aug

+0.4 bps 

-0.4 bps -0.1 bps 

+0.1 bps 

-0.6 bps 

-1.7 bps 

-0.500

-0.300

-0.100

0.100

0.300

0.500

0.700

3m 6m 2y 5y 10y 30y

3-Aug 10-Aug

 US Treasury yields fell  and the yield curve flattened as China slapped tariffs 
on USD16-bn worth of US goods and news of Turkey's economic duress 
drove demand for safe-haven assets. The benchmark 10-year's yield fell 7.56 
bps to 2.9488%, while on average, yields fell 3.11 bps WoW. 

 German bund yields fell amid anxiety about Turkey's deteriorating relations 
with the US and runaway inflation. In a number of speeches last Sunday, 
Turkey's President Erdogan said higher interest rates were out of the question 
and that Turkey wouldn't accept an international bailout, driving investors into 
safe-haven assets. Bund yields fell 6.48 bps on average. 

 Japanese government bond yields fell, caught in the wave of global risk-
aversion triggered by the drop in the Turkish currency and fears of contagion 
as Turkey's economic situation worsens. Yields fell 0.38 bps WoW on 
average. 

 Key events that transpired during the week: 

 US CPI MoM was 0.2%, higher than the 0.1% MoM pace last period. 
 US PPI Final Demand MoM was 0.0% lower than expectations of 0.2%. 
 German IP went down 0.9% MoM, lower than 0.5% MoM last period. 

 Global oil prices declined amid a larger-than-expected build in US oil 
products, a higher oil rig count, and increasing trade tensions between the 
US and China. Brent fell 0.55% WoW to USD72.81/bbl, while WTI crude 
fell 1.26% WoW to USD67.63/bbl. 

 US equities ended lower erasing gains in the early part of the week. 
Strong corporate earnings continued. However, investors' sentiment 
soured as tensions escalated with China and Turkey. The S&P 500 
ended at 2,833.28 (-0.25% WoW) while the DJIA closed at 25,313.14 
(-0.59% WoW). 

 European equities were lower as market benchmarks were driven by 
geopolitical tensions such as Brexit woes, US-China trade tensions, 
and the worsening economic distress in Turkey. The MSCI Europe 
closed at 129.99 (-0.89% WoW). 

 Asian equities bucked the trend and closed in the green despite 
escalating geopolitical tensions. Even with US-China trade tit-for-tat 
continued, Chinese shares performed relatively well as valuation hits 
multiyear lows. The MSCI APxJ closed at 536.88 (+0.75% WoW). 

Most equity markets ended in the red on the back of trade tensions between the US and China and Turkey's economic downturn. 
Asian stocks rallied, however, after Chinese valuations hit multi-year lows. The financial and geopolitical turmoil saw a rotation into 
fixed-income securities, with US Treasuries, German Bunds, and Japanese Government Bonds all increasing in price. Meanwhile, oil 
prices continued to fall, as rising US inventories and a higher rig count points to improving future supply. 
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Local equities remained flat on the back of weaker than expected GDP, despite indications of strong underlying domestic demand. Fixed 
income yields marginally fell as the BSP delivers on a long-awaited policy rate hike. Meanwhile, the Philippine Peso did not move much during 
the week due to the offsetting effects of the BSP rate hike, inflation numbers and the GDP growth rate. 
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 The Philippine Peso did not move much overall during the week, 
mainly due to the impact of the 50 bps rate hike by the BSP, which 
was partially offset by the high inflation numbers and the 
disappointing GDP growth rate which were all released last week. 
The USD/PHP pair ended at 53.135  (0.03% WoW). 

 The Euro weakened against the dollar at the end of the week due to 
concerns on the possible Lira contagion from Turkey. The EUR/USD 
pair ended at  1.1413  (-1.34% WoW). 

 The Philippine Stock Exchange Index (PSEi) remained flat amidst a 
weaker than expected GDP print and an expected 50 bps increase in policy 
rates. Corporate earnings continue to be behind or in-line investor 
expectations, providing little impetus for a strong movement in either 
direction. The PSEi fell 0.18% WoW to 7,804.98. 

 Universal Robina Corporation (PSE ticker: URC) was the top gainer for 
the week (+8.15% WoW) as investors found valuations to be relatively 
attractive. On the other hand, Globe Telecom, Inc. (PSE ticker: GLO) was 
also a top performer (+6.81% WoW) on the back of very strong 1H18 
earnings results. On the other hand, Aboitiz Power, Inc. (PSE ticker: AP) 
fell (-5.50% WoW) on the back of profit-taking amidst lackluster 1H18 
results. 

 Key events that transpired during the week: 

 SM Investments Corporation (PSE Ticker: SMIC) reported 1H18 
earnings of Php18.1 Bn, an increase of 9% from the Php16.6 Bn it 
recorded in the same period last year. Consolidated revenues rose to 
Php204.9 Bn from Php183.2 Bn. The increase in net income was 
driven by the strong performance of retail and property, particularly the 
residential business.  

 Ayala Land, Inc. (PSE Ticker: ALI) reported its 1H 2018 net income 
at Php13.5 Bn, an increase of 18% YoY from Php11.5 Bn. The jump in 
their net income was driven by solid contribution from its property 
development and commercial leasing businesses. ALI's revenue 
increased by 25% at Php80.4 Bn from Php64.5 Bn, as the company 
developed more sustainable mixed-use estates across the country. 
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 Local fixed income yields were flat with a slight downward bias as BSP 
delivers on the long-awaited 50 bps increase in policy rates. Nonetheless, the 
market continues to be cautious ahead of concerns of further policy action. On 
average, yields fell 1.7 bps WoW. 

 Key events that happened during the week: 

 The Bangko Sentral ng Pilipinas (BSP) monetary board raised interest 
rates on its overnight reverse repurchase (RRP), overnight lending, and 
overnight deposit facilities by 50 bps. The decision on the policy hike was 
mainly attributed to the risk of inflation exceeding the BSP's target in 2019 
as the latest baseline forecasts have shifted higher over the policy horizon.  

 The Philippine Statistics Authority (PSA) reported a 5.7% inflation rate 
in July, near the midpoint of the 5.1-5.8% estimate range provided by the 
BSP. PSA attributed the inflation surge in July to the faster annual 
increase in 9 out of 11 commodity groups. 
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