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 US Treasury yields fell as the yield curve continued to flatten. Investors are 
shifting toward safe haven assets such as US Treasuries as global economic 
slowdown in emerging markets increases. The benchmark 10-year's yield fell 
1.27 bps to 2.8605%, while on average yields fell 0.54 bps WoW. 

 German bund yields fell across the curve, as demand for safe-haven assets 
continues to increase, similar to US Treasuries. The 10-year yield hit a 1-
month low, due to both the risk-off sentiment and the low bund supply. Bund 
yields fell 1.27 bps on average. 

 Japanese government bond yields also declined, following the trend of the 
US and Europe, as risk-off positioning and emerging market capital flight 
continue to take center-stage for global investors. Yields fell 0.32 bps WoW on 
average. 

 Key events that transpired during the week: 

 US Export Price Index MoM was -0.5%, lower than expectations of 0.2%. 
 Eurozone CPI MoM was -0.3%,, in line with expectations but lower than 

the 0.1% in the prior month. 
 German CPI was 0.3% MoM, in line with expectations and the prior 

period. 

 Global oil prices continued their decline as the US Energy Information 
Association posted the highest weekly increase in crude oil inventories 
over the past several years. At the same time, analysts have begun 
warning of a potential decrease in oil demand due to the economic 
slowdown of both China and Turkey. Non-OPEC countries also continue to 
increase production of crude, further feeding fears of oversupply. Brent fell 
1.35% WoW to USD71.83/bbl, while WTI crude fell 2.54% WoW to 
USD65.91/bbl. 

 US equity benchmarks ended the week in the black, as fears over 
contagion from Turkey took a backseat to the easing of trade tensions 
between the US and China. The DJIA closed at 25,669.32 (+1.41% 
WoW) while the S&P 500 closed at 2,850.13 (+0.59% WoW). 

 European equities closed lower for the third successive week, as 
worries about contagion from Turkey's currency crisis and its effect on 
the European banking system saw investors cutting risk exposure. 
The MSCI Europe closed at 128.39 (-1.23% WoW). 

 Asian equities fell despite easing trade tensions, as worries about 
continued foreign outflows due to strong economic momentum in the 
US and a strong dollar as well as risk from Turkey's crisis dampened 
sentiment. The MSCI APxJ lost 2.8% WoW, closing at 521.86. 

Global equities were flat overall but varied between countries, with the US showing positive movement on easing trade tension, but 
Asia and Europe equities declining due to risk-off sentiment. The same risk-off sentiment resulted in capital flight toward fixed 
income securities, with yields falling in the US, Germany, and Japan. Oil prices declined as crude oil inventory rose substantially in 
the US, and as economic slowdown, especially in emerging markets, led to fears of lower demand in the near future. 
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Local equities declined as global investors began to pull out. Economic turmoil in Turkey has led to fears of economic contagion among 
emerging markets, resulting in net foreign selling for the PSEi, which was further compounded by poor earnings results. Local yields rose, due 
to both fears of contagion and as the market began pricing in a more hawkish BSP. The peso depreciated slightly due to the foreign outflows. 
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 The Philippine Peso was flat, with a slight depreciation overall 
during the week, mainly due to worrying sentiments on the ongoing 
crisis in Turkey. However, this was partially offset due to the 
upcoming trade talks between the US and China. The USD/PHP pair 
ended at 53.425  (-0.54% WoW). 

 The Euro was flat throughout the week, with a slight appreciation 
against the dollar despite the ongoing crisis in Turkey. The 
EUR/USD pair ended at  1.1438  (0.22% WoW). 

 The Philippine Stock Exchange Index (PSEi) declined WoW as the 
spiraling economic situation in Turkey led to a strong risk-off sentiment for 
emerging market equity. This was reflected in the heavy net foreign 
outflows for the week. Corporate earnings releases for 1H18 were also 
somewhat behind, leading to further negative sentiment. The PSEi fell 
2.84% WoW to 7,583.52. 

 San Miguel Corporation (PSE ticker: SMC) was the top gainer for the 
week (+3.15% WoW) as earnings came in stronger than expected by the 
market. On the other hand, several other conglomorates, including GT 
Capital (PSE ticker: GTCAP) and JG Summit (PSE ticker: JGS) were 
the poorest performers for the week, falling 8.67% and 8.55% respectively, 
on the back of weak earnings results. 

 Key events that transpired during the week: 

 Ayala Corporation (PSE Ticker: AC) reported a net income of 
Php16.1 Bn for 1H of 2018, a 7% increase YoY. The expansion on its 
net income was driven by the solid performance of its real estate, 
telecommunications, and power businesses. AC's equity earning 
reached Php19.5 Bn, a 12% increase YoY, driven by robust 
contributions from Ayala Land which climbed 18% and 25% from 
Globe Telecom. 

 Jolibee Foods Corporation (PSE Ticker: JFC) reported a 15% rise in 
earnings, mainly attributed to strong sales from its fastfood business in 
the Philippines and abroad. JFC reported a Php2.25 Bn for 2Q of 2018 
net income attributable to equity holders of the parent company. 
System-wide sales rose 23% to PHp99.91 Bn, driven by store network 
growth, stromg same store sales growth, and the consolidation of 
smashburger and impact of currency exchange rate changes. 
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 Local fixed income yields were flat with a slight upward bias as the peso 
slightly weakened due to the ongoing crisis on Turkey. On average, yields rose 
0.76 bps WoW. 

 Key events that happened during the week: 

 The Bangko Sentral ng Pilipinas (BSP) has simplified the process for 
universal and commercial banks who are trying to raise funds via bonds. 
The procedures are the same but with lesser requirements, and this new 
process is exclusively implemented for banks. 

 The Bangko Sentral ng Pilipinas (BSP) reported more net foreign 
inflows in July, as compare to the previous month, but lower than the prior 
year. The BSP stated that the increase in net foreign inflows may have 
been due to investors' expectations on quarterly corporate earnings 
results. 
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