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 US Treasury yields rose sharply at the end of the week, buoyed by a 
strong nonfarm payrolls report, steady unemployment (3.7%), and a jump 
in average hourly earnings, further increasing market expectations of a 
policy rate hike in December. On average, yields rose 8.79 bps WoW. 

 German bund yields increased with the recovery in risk sentiment, driven 
by a de-escalation of trade tensions. Yields were also driven higher by 
continued political tensions in the Eurozone, with the strength of German 
Chancellor Merkel's leadership in doubt after a shaky result in the latest 
elections. On average, yields rose 5.22 bps. 

 Japanese bond yields were slightly lower after the BoJ kept rates 
unchanged, ruled out a near-term rate hike, and lowered its inflation 
forecasts in its meeting last Wednesday. On average, yields fell 0.17 bps. 

 Key events that transpired during the week: 
 US average hourly earnings grew 3.1% YoY in October, up from 

prior period's 2.8%. 
 US nonfarm payrolls increased 250k in October, above last period. 
 Eurozone 3Q18 GDP grew 0.2% QoQ, below expectations of 0.4%. 

 Global oil prices dropped sharply as US inventories continued to 
surge, expectations for next year's demand remained modest, and 
undersupply fears waned after US President Donald Trump issued 
temporary waivers to eight countries that would allow them to 
continue to import Iranian oil past the implementation date of US 
sanctions. Recall that the Iranian oil sanctions were expected to 
remove 1-1.5mbd of oil supply from markets (~1.5% of total supply). 
Brent crude fell 6.17% WoW to USD72.83/bbl, while WTI crude lost 
6.58% WoW, closing at USD63.44/bbl. 

 US equities were up after President Trump announced that ongoing 
talks with President Xi Jinping on trade are progressing positively. 
Meanwhile, strong labor gains and a still elevated level of ISM 
manufacturing continue to support the economy. The DJIA closed at 
25,270.83 (+2.36% WoW) while the S&P 500 closed at 2,723.06 
(+2.42% WoW). 

 European equities tracked the gains of global peers amid positive 
developments on the trade front betwen US and China. Risk 
sentiment finally turned positive for the region after weeks of being 
dragged down by the Italian budget issues, Brexit, and political risks 
in Germany. The MSCI Europe closed at 123.03 (+3.27% WoW). 

 Asian equities rallied on the news that the US and China are 
resuming talks to resolve their trade conflict ahead of the meeting of 
their presidents in the G20 Summit in Argentina. Chinese shares were 
also buoyed by the government's reiteration of support for the private 
sector. The MSCI APxJ closed at 491.78 (+6.42% WoW). 

A global recovery in risk sentiment saw global equity markets closing out a strong week in the black, driven by easing trade tensions 
between the US and China and strong US economic data. The recovery in risk sentiment saw demand for safe-haven debt wane, albeit 
not in Japan, after a monetary policy meeting left rates unchanged and forecast lower inflation in the future. Meanwhile, oil prices 
continued to fall, encouraged by waning supply fears and a continued US inventory buildup. 
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The Philippine Stock Exchange Index (PSEi) maginally rose on month-end, potentially influenced by value-driven portfolio 
rebalancing. Local fixed income yields fell across the curve on month-end as investors picked up securities offering historically 
attractive yields. The Philippine peso appreciated as market sentiment became more positive with higher remittance expectations on 
the long holidays. 
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 The Philippine peso strengthened, amidst stronger US data, as the 
market anticipated high remittance inflows during the long weekend. 
The USD/PHP pair closed at 53.535 (0.35% WoW). 

 The euro depreciated against the US Dollar, due to the negative 
signal brought by a possbile second round of long-term financing 
operation by the European Central Bank. The EUR/USD declined to 
1.1388 (-0.13% WoW). 

 The Philippine Stock Exchange Index (PSEi) maginally rose on 
month-end, potentially influenced by value-driven portfolio rebalancing. 
Net foreign buying ensued for the last trading day of October, breaking a 
44-day net foreign selling streak. The PSEi closed at 7,140.29 (+0.15% 
WoW). 

 San Miguel Corporation (PSE Ticker: SMC) was the best perfomer of 
the week (+8.92%) as investors continue to find its strong businesses in 
the oil and consumer sectors attractive. On the other hand, Universal 
Robina Corporation (PSE Ticker: URC) was the worst performer of 
the week (-7.14%) as investors remained concerned with margin 
compression. Recall that URC faces rising import costs due to a weaker 
currency, higher fuel and transport costs locally, and pricing competition 
across its key brands. 

 Key events that transpired during the week: 

 BDO Unibank, Inc. (PSE Ticker: BDO) reported 3Q18 net income 
growth of 18% to PHP8.4 bn, with the increase driven by an 
expansion of its core lending and deposit-taking, life insurance, and 
fee-based businesses. Lending operations grew gross customer 
loans 17% to almost PHP2 tn, with the growth led by the 
middle-market and customer segments. 

 San Miguel Food and Beverage, Inc. (SMFB) is spending PHP30 
bn in the next three years to construct five new mills, 
slaughterhouses for the hogs businesses, and a new facility for 
ready-to-eat products. It also plans to expand its flour mill plant 
capacity by 72%. 
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 Local fixed income yields fell across the curve as investors picked up securities 
offering historically attractive yields. A potential policy rate increase in the next 
Monetary Board meeting may already be priced in by the market. On average, 
yields fell 27.95 bps WoW with the 10YR closing at 8.016%. 

 Key events that happened during the week: 
 

 The Board of Investment (BOI) proposed several revisions to the Tax 
Reform for Attracting Better And High-quality Opportunities (TRABAHO) Bill, 
including the grant of tax incentives for up to five years instead of just two to 
three years. 

 Bangko Sentral ng Pilipinas (BSP) approved the amendment of existing 
regulations to strengthen the qualification requirements of Unit Investment 
Trust Fund (UITF) marketing personnel. The new rule requires all personnel 
involved in the sales and marketing of UITFs to be certified through a 
program administered by a BSP accredited organization. 
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