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 US Treasury yields rose and steepend, as the US ISM non-manufacturing 
index came in above market expectations. Job data was mixed, though 
unemployment fell to the lowest since 1969. Investors continue to price in 
the risk of higher GDP growth and hawkish Fed policy. On average, the 
curve rose 10.10 bps, with the 10Y rising 19.79 bps to end at 3.4036. 
 

 German bund yields rose and steepend, follwing US yields and a global 
sell-off in bonds. Investor risk-off sentiment in the EU was curbed by Italy's 
plan to trim its budget deficit. On average, the curve declined 6.35 bps. 
 

 Japanese bond yields saw a sharp decline in the short-end, as the BoJ 
adopts a new policy allowing rates to be slightly more volatile. On average, 
yields fell 2.00 bps. 
 

 Key events that transpired during the week: 
 US nonfarm payrolls added 134k jobs in Sep, lower than last month. 
 US ISM non-manufacturing index was 61.6, up from prior period. 
 EU manufacturing PMI was 53.2, in line with expectation of 53.3. 

 Global oil prices continued to be elevated as investors speculate on 
the impact of US sanctions on Iranian oil. The decision of Indian and 
Chinese importers whether or not to import Iranian crude will continue 
to be a key driver of volatility. Investors are also keeping a close eye 
on the potential response of the US, Saudi Arabia, and Russia (to 
increase crude supply), as well as a potential weakening of oil 
demand overall. Brent rose 1.74% WoW to USD84.16/bbl, while WTI 
crude rose 1.49% WoW to USD74.34/bbl. 

 US equities ended slightly lower after an eventful week. US stocks 
gained early in the week after the announcement of the new 
US-Mexico-Canada trade agreement. However, this was offset by 
losses due to higher bond yields and political turmoil despite the ISM 
non-manufacturing index showing a continuously robust economy. 
The DJIA closed at 26,447.05 (-0.04% WoW) while the S&P 500 
closed at 2,885,.57 (-0.97% WoW). 

 European equities tracked the performance of global peers ending 
the week in the red. The US-Mexico-Canada trade deal lifted 
sentiment early in the week, but lingering tensions on the Italian 
budget negotiation, Brexit, and higher bond yields dragged stocks 
down. The MSCI Europe closed at 127.05 (-1.70% WoW). 

 Asian equities slumped as stocks registered losses throughout the 
week. Investors' risk appetite was dampened by the unresolved 
US-China trade war, central bank tightening across the region, and a 
global rout of tech stocks sparked by a Bloomberg report indicating 
that China spied on other countries. The MSCI APxJ closed at 500.79 
(-4.77% WoW). 

Global equities and bonds declined as strong economic data and hawkish US Fed statements drove up investor expectations of GDP 
growth and, in response, aggressive policy rate action. The resulting sharp rise in yields (especially at the long end) triggered a bond 
sell-off and drove up the risks associated with equities. This volatility encouraged the market to pull out investments. Oil continues to 
remain elevated on uncertainty surrounding US sanctions on Iranian oil, and the potential responses of the parties involved. 
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Local equities continued to decline on the back of trending inflation and persistent net foreign selling. Similarly, local fixed income 
yields rose on inflation and continued uncertainty with respect to monetary action.  The Philippine peso continued to depreciate at 
the back of higher September inflation print. 
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 The Philippine Peso weakened mainly because the market 
expected a higher inflation print in September than in August, and 
because of increasing oil prices during the week. The USD/PHP pair 
closed at 54.23 (-0.39% WoW). 

 The Euro depreciated against the US Dollar, as Italy and EU 
continued talks in order to resolve the proposed Italian budget. 
Moreover, the US dollar continued to strengthen in line with strong 
US economic data (non-manufacturing data and jobs). The 
EUR/USD fell to 1.1524 (-0.69% WoW). 

 The Philippine Stock Exchange Index (PSEi) continued to decline on 
the back of trending inflation and persistent net foreign selling. While 
September YoY inflation came in lower than expected (i.e., 6.7% actual 
compared to consensus expectations of 6.8%), investors remain 
apprehensive of continued second-round effects. The PSEi closed at 
7,078.20 (-2.73% WoW). 

 Manila Electric Company (PSE Ticker: MER) was the best performer 
for the week (+4.71%) as investors opt for perceived 'safety' stocks (i.e., 
stable revenues, earnings, and dividend outlook). On the other hand, JG 
Summit Holdings, Inc. (PSE Ticker JGS) was the worst performer 
(-9.08% WoW) as its core businesses continue to be challenged by 
higher input costs and competition.  

 Key events that transpired during the week: 

 PLDT Inc. (PSE Ticker: TEL) signed an agreement to separately 
sell $175 mn worth of shares in its digital innovations unit Voyager 
Innovations, Inc., to Kohlberg Kravis Roberts & Co. and Tencent 
Holding Lts. PLDT said that the sale of a majority stake of Voyager 
would help recoup its losses from the unit, which widened to Php1.3 
bn in 1H2018 from Php300 mn same period last year. 

 Megaworld Corporation (PSE Ticker: MEG) will be building a 
Php500 mn luxury boutique hotel in Bacolod City set to open in 
2022. Megaworld is also spending Php28 bn on its "The Upper 
East" development in the next 10 years, part of their Php35-bn 
capex plan announced in 2015 for Northill Gateway and The Upper 
East. 
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 Local fixed income yields rose as inflation print remained high (albeit slightly 
lower than expected). Uncertainty with respect to short-term monetary policies 
keep term premium elevated. On average, yields rose 27.20 bps WoW, with the 
10-year closing at 7.8031%. 

 Key events that happened during the week: 
 Bangko Sentral ng Pilipinas (BSP) published the Banking Sector Outlook 

Survey for the first semester of 2018, in which it reported that 66.7% of those 
surveyed considered the banking system's outlook stable while 33.3% were 
of the view that the banking system would strengthen in the next two years.  

 The BSP announced that headline inflation rose to 6.7% YoY in September 
from 6.4% in the prior month. The most recent reading brings YTD average 
inflation to 5.0%, which is significantly above the government's target of 2-
4%. The BSP attributes the increase to supply-side factors. For example, 
rice inflation was double digits in September due to tightness in domestic 
supply, aggravated by the ongoing lean season and supply disruptions. 
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