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 US Treasury yields fell in the longer tenors, which outweighed a rise in the 
shorter tenors. The changes reflect continued market expectations of a US 
Fed rate hike in the coming months, especially after statements by Chairman 
Powell and the US Fed meeting. At the same time, fears over economic 
contagion out of Turkey saw some flight toward longer tenors. The benchmark 
10-year's yield fell 5.07 bps to 2.8098%, while on average yields fell 0.95 bps 
WoW. 

 German bund yields rose after surveys showed higher business confidence, 
boosting risk-on sentiment. This was despite a disappointing Eurozone PMI 
print. Bund yields rose 4.38 bps on average. 

 Japanese government bond yields were relatively flat, reversing last week's 
movement as Japanese investors continue to have only a mild reaction to the 
Bank of Japan's recent policy shift. Yields rose 0.22 bps WoW on average. 

 Key events that transpired during the week: 

 US durable goods orders declined 1.7% in July from 0.8% increase last 
period. 

 US Markit Manufacturing PMI was 54.5 in July, down from 55.3 in June. 
 Eurozone Markit Manufacturing PMI was 54.6 in July, down from 55.1. 

 Global oil prices reversed several weeks of mild declines, strengthening 
substantially as weekly oil inventory reports showed a surprising reduction 
in stockpiles. Specifically, US crude inventories fell 5.8 million barrels, a 
large swing versus calmer consensus estimates. Coupled with the market 
now pricing in US sanctions on Iranian oil exports, sentiment has turned 
bullish. Brent rose 5.55% WoW to USD75.82/bbl, while WTI crude rose 
4.26% WoW to USD68.72/bbl. 

 US equity rallied on the back of investor optimism following positive 
developments on US-Mexico bilateral trade. The Jackson Hole 
conference and the stalling US-China trade talks were put in the 
sidelines. The DJIA closed at 26,049.64 (+1.48% WoW) while the 
S&P 500 closed at 2,896.74 (+1.64% WoW). 

 European equities inched higher as positive news on the trade front 
and Fed Chairman Powell's cautious tone in the Jackson Hole 
conference spurred investors' risk appetite. The MSCI Europe closed 
at 129.86 (+1.14% WoW). 

 Asian equities gained despite having no progess in the recently 
concluded US-China trade talks as positive developments on the 
US-Mexico trade deal lifted investor sentiment. China's 
announcement of measures to support the currency was also taken 
positively by investors. The MSCI APxJ gained 2.99% WoW, closing 
at 537.48. 

Global equities saw a significant climb as investor sentiment showed strong improvement. Monetary policy remains predictable, 
while global trade relations are seemingly improving. Yields were mixed, with the US continuing to be cautious, but Germany and 
Japan shifting toward higher risk appetite. Oil prices also saw a sharp increase after weekly reports surprised investors with a strong 
inventory draw in the US. 
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Local equities rose on anticipation of the Federal Reserve chairman, Jerome Powell's, speech. However, during the week, US-China trade talks 
did not push through, and with the trade war ongoing, this has also partially offset the gains in the local equity market. Local yields rose, as 
investors took on more interest rate risk. The peso depreciated slightly due to the Federal Reserve's next possible move. 

5.205 4.924 4.924 4.909 4.907 5.207 

6.770 
6.441 6.441 6.430 6.400 

6.725 

3.5

4.5

5.5

6.5

7.5

8/17 8/20 8/21 8/22 8/23 8/24

2Y PDST-R2 10Y PDST-R2

 1.1000

 1.1500

 1.2000

 53.20

 53.40

 53.60

20-Aug 21-Aug 22-Aug 23-Aug 24-Aug

USD/PHP EUR/USD

-5.26% 

-3.01% 

-2.79% 

6.72% 

6.94% 

16.47% 

-10% -5% 0% 5% 10% 15% 20%

MEG

MBT

GTCAP

URC

SMPH

SMC

 The Philippine peso was flat, with a slight depreciation overall 
during the week, mainly due to the mixed sentiments on the tone 
and next move of the Federal Reserve. This was also affected by the 
trade war ongoing between the US and China. The USD/PHP pair 
ended at 53.465  (-0.07% WoW). 

 The euro slightly appreciated against the dollar which may be 
attributable to the Federal Reserve's next move and the ongoing 
political issues in the United States, despite the onging uncertainty in 
Turkey. The EUR/USD pair ended at  1.1622 (1.61% WoW). 

 The Philippine Stock Exchange Index (PSEi) rose during the week due 
to expectations on Fed Chair, Powell's, speech regarding the Federal 
Reserve's tone and next move. This was also affected by the US-China 
trade talks which was initially set to happen early in the week, but did not 
push through. Although, the increase in value fo the PSEi was partially 
offset due to the net foreign selling that happened in the past week. The 
PSEi rose 3.31% WoW to 7,766.47. 

 San Miguel Corporation (PSE ticker: SMC) was the top gainer for the 
week (+16.47% WoW) in line with the earnings results in the prior week. 
On the other hand, several other conglomorates, including GT Capital 
(PSE ticker: GTCAP), Metrobank (PSE Ticker: MBT) and Megaworld 
(PSE ticker: MEG) were the poorest performers for the week, falling 
2.79%, 3.01% and 5.26% respectively. 

 Key events that transpired during the week: 

 Petron Corporation (PSE Ticker: PCOR) is set to issue Php20 Bn 
worth of fixed rate bonds this year, representing the final tranche of 
PCOR's 3 year shelf registration with SEC of up to Phpo40 Bn. PCOR 
stated that they will use the funds raised from the issuance for debt 
refinancing. 

 Aboitiz Power (PSE Ticker: AP) is on track to finish a 300-megawatt 
coal power plant in Cebu late this year, through its subsidiary Therma 
Visayas Inc. AP plans to increase its attributable capacity to 4000 MW 
by 2020 with new plants increasing the output to 3,600 MW - 3,700 
MW this year, as AP had said previously that they planned to 
complete three plants this year, in Bukidnon, Pagbilao and the Therma 
Visayas coal plant. 
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 Local fixed income yields were up, led by the short-end of the curve, as the 
yield curve flattened, perhaps as investors lengthened duration to take on 
interest rate risk. On average, yields rose 7.06 bps WoW. 

 Key events that happened during the week: 

 The Bureau of Treasury (BTr) posted a Php86.4 Bn fiscal deficit in July, 
a 71% increase from the Php50.5 recorded in the same month last year, 
as spending increased faster than revenues.  

 According to a press release by the Bangko Sentral ng Pilipinas (BSP), 
the country's balance of payments (BOP) position in July strengthened to 
a deficit of $455 million from a deficit of $678 million in the same month of 
2017. The BSP also notes that the BOP position is consistent with the final 
Gross International Reserves (GIR) level of $76.72 billion as of end-July 
2018. 
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