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 US Treasury yields rose after the US Federal Reserve hiked its 
benchmark policy rate by 25bps, in line with expectations. The central bank 
also made an upward revision to its 2018 and 2019 GDP forecasts to 3.1% 
and 2.5% YoY, respectively. On average, the curve rose 0.93bps, with the 
10Y ending at 3.0612. 
 

 German bund yields fell after ECB President Draghi announced a more 
positive outlook on the European economy, and the central bank will end 
its $2.95tn bond-buying program in December. On average, the curve 
declined 0.52bps. 
 

 Japanese bond yields fell after the expected US Fed rate hike. Moreover, 
the Bank of Japan has already called to cut super-long bond purchases in 
its effort to taper monetary policy. On average, yields fell 0.533bps. 
 

 Key events that transpired during the week: 
 US Fed hiked policy by 25bps, revised GDP forecasts upwards.  
 BSP and BI hiked rates by 50bps depreciation.  

 Global oil prices surged on the back of Saudi Arabia and Russia's 
statement that there is no immediate need to increase crude output. 
This is following President Trump's tweet asking OPEC to act against 
rising oil prices. Brent rose 4.97% WoW to USD82.72/bbl, while WTI 
crude rose 3.49% WoW to USD73.25/bbl. 

 US equities closed lower WoW after recording all-time highs the 
previous week. Investors weighed the 25-bps interest rate hike of the 
Federal Reserve. Moreover, the Fed raised its GDP forecast for 2018 
to 3.1% (+0.3%) and for 2019 to 2.5%. Trade tensions remained to be 
a concern as US and China's tariffs took effect last Monday. It was 
also reported that China cancelled the trade talks that were 
supposedly set for last week. The DJIA closed at 26,458.31 (-1.07% 
WoW) while the S&P 500 closed at 2,913.98 (-0.54% WoW). 

 European equities declined amid rising political turmoil after Italy 
announced its 2019 budget deficit target of 2.4%, above EU fiscal 
rules. Also, higher oil prices boosted major oil companies' stock prices 
midweek. The MSCI Europe closed at 129.25 (-0.24% WoW). 

 Asian equities slided amidst persisting trade tensions. This is after 
Trump accused China of trying to interfere in the US midterm 
elections. On the other hand, expectations for an increase in Chinese 
stocks weighting in MSCI's global equity benchmarks provided some 
lift. The MSCI APxJ closed at 525.89 (-0.68% WoW). 

Global equities fell broadly following the policy rate hikes from US Fed, Bank Indonesia and the BSP. Meanwhile, the ECB and BoJ 
has signalled a cut in their bond purchases starting 4Q18, causing a drop in German and Japanese bond yields. Lastly, oil prices 
continued to surge as Saudi Arabia and Russia see no urgent need to increase output.  
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Local equities continued to decline on persisting concerns over inflation, while local fixed income yields sharply rose following the 
rate hike by the BSP. Lastly, the Philippine Peso strengthened in spite of external downward pressures on emerging market 
currencies, as the BSP hiked rates by 50bps as widely expected by the market. 
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 The Philippine Peso marginally strengthened against the 
greenback despite external downward pressures on emerging 
market currencies due to the US-China trade spat and rising oil 
prices. The strengthening of the Peso can be due to BSP's 50bps 
rate hike, which was in-line with market expectations. The USD/PHP 
pair closed at 54.02 (+0.04% WoW). 

 The Euro depreciated against the US Dollar as Italy announced its 
2019 budget deficit target of 2.4% of GDP. This higher-than-
expected target might cause political rift within EU. Moreover, better-
than-expected US economic data on jobs and inventories helped 
support the US Dollar. The EUR/USD rose to 1.1604 (-1.23% WoW). 

 The Philippine Stock Exchange Index (PSEi) continued to decline 
week-on-week on concerns over inflation. This is due to continued 
increase in oil prices, pending increase in minimum wages, and 
agricultural damage brought about by Typhoon Ompong. The PSEi 
closed at 7,276.82 (-1.44% WoW). 

 Robinsons Land Corp. (PSE Ticker: RLC) was the best performer for 
the week (+8.09%) as investors picked-up the stock after it was heavily 
sold the prior week. Meanwhile, Aboitiz Power Corp. (PSE Ticker: AP) 
was the worst performer (-8.61% WoW) as it entered into an earnings 
dilutive purchase of AC Energy's partial stakes in 2 power plants.  

 Key events that transpired during the week: 

 Jollibee Foods Corporation (PSE Ticker: JFC) is opening its first 
store in the United Kingdom on October 20, 2018. This is part of the 
company's latest wave of foreign branch openings as part of its 
agressive expansion program. Aside from its UK store, more stores 
in major cities such as Macau and New York, are also to be 
inaugurated this year. 

 Gokongwei-led Universal Robina Corp. (PSE Ticker: URC) 
signed an agreement to buy 50% of Callbee-Universal Robina 
Corp. (CURC), a four-year old snack food venture with Callbee, Inc. 
This brings the former's stake in the latter to 100%. However, 
Callbee agreed to enter into a licensing agreement with URC, 
meaning URC will continue to provide Callbee branded products for 
the local market.  
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 Local fixed income yields rose sharply as market participants anticipated the 
50bps rate hike by the BSP last Thursday (Sept 27), although inflation concerns 
continue to persist. On average, yields rose 36.20bps week-on-week, with the 10-
year rising 33.26bps to 7.2348. 

 Key events that happened during the week: 
 Latest Bureau of Treasury (BoTr) data showed Php2.6 billion budget deficit in 

August, a reversal of the Php28.8 billion surplus registered last year. 
Expenditures last month surged 29% YoY to Php259.5 billion, exceeding the 
Php256.9 billion in tax and non-tax revenues which grew 11% YoY. As of end-
August, the government posted a Php282 billion budget deficit, 60% higher YoY. 

 The Monetary Board (MB) raised benchmark rates by another 50bps last 
Thursday (Sept 27). The overnight borrowing rate was raised to 4.5% and the 
lending rate to 5.0%. Moreover, BSP revised its 2018-2019 inflation forecasts to 
5.2% and 4.3%, respectively. On the other hand, the 2020 inflation forecast of 
3.2% was retained from the August 9 (previous) policy meeting.  
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