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 US Treasury yields fell as investors took risk-off positions ahead of the 
new year. The week saw light trading as 2017 closed and as investors 
awaited the critical employment report for December, to be released in the 
first week of January. The US Treasury yield curve flattened with the 10-
year falling 7.56 bps to 2.405% and the 2-year falling 0.76 bps to 1.883%. 

 German bunds yields rose, with the 10-year hitting a two-month high on 
Friday, after initial data showed inflation hit a five-year high in 2017.  This 
boosted expectations for monetary tightening. The yield curve rose 2.22 
bps on average, with 30-year yields ending at 1.263% (+2.3 bps WoW). 

 Japanese government bonds were biased downward due to a rise in 
short-dated yields. Prices were weighed by strong equities after the stock 
market had its best year since 2013 . On average, yields rose 1.3 bps. 

       Key events that transpired during the week:  

 US initial jobless claims logged at 245k, the same as November. 
 Germany preliminary December YoY inflation was 1.7%, down from 

1.8% in the prior month. 
 Japan's November jobless rate was 2.7%, down from 2.8%. 

Global oil prices continued their upward climb as Libya reported an 
explosion at the Zaggut to Es Sider oil pipeline on December 26th. Libya's 
National Oil Company estimated production losses at 70 to 100 thousand 
barrels per day, and a repair time of one week. This was further 
compounded by larger than expected drawdowns on US crude 
inventories, and weak oil rig count data. Canada saw a shutdown of 58 oil 
rigs, while the US count was flat. Brent crude rose 2.48% WoW to USD 
66.87/bbl, while WTI crude gained 3.34% WoW to USD 60.42/bbl. 

 US equities closed lower, concluding a five-week win streak in Wall 
Street. Light trading was prevalent all throughout the period due to the 
lack of catalysts as the year ended. Moreover, soft economic data 
and movements in oil prices did not help stimulate the market. The 
DJIA closed at 24,719.22 (-0.14% WoW) while the SPX was at 
2,673.61 (-0.36% WoW). 

 European equities closed lower in the last week of 2017 mainly due 
to the separatist movement's win in Catalonia's parliamentary 
elections. Trading volume was thin during the holidays amid a lack of 
fresh catalysts. The MSCI Europe index closed at 131.41 (-0.30% 
WoW). 

 Asian equities surged as tech stocks took center stage in last week's 
trading.  Tech stocks lost ground early in the week due to worries on 
iPhone demand, but strongly recovered in the last trading days of the 
year. Positive economic data stateside also had an impact on the 
rally. The MSCI APxJ index closed at 569.22 (+1.22% WoW). 

Global equities ended higher due to a boom in Asian tech stocks, offset by thin trading and a downward bias in the US and Europe. 
German yields rose after prelimiary inflation data was strong, while US yields fell as invetors went risk-off at year-end. Oil continued 
to climb due to a pipeline explosion in Libya and supply tightening amid high demand. 
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The local stock market finished the year strong on the back of investor optimism with respect to the income tax reform program. 
Yields fell, particularly in the short-end, as investors repositioned for higher rates in 2018. The Philippine Peso gained ground as the 
US Dollar fell. 
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 The Philippine peso strengthened to end the year below 
Php50. The rally, however, was mostly owing to the weakness 
of the greenback as investors remain uncertain on the dollar’s 
outlook for 2018. The USDPHP closed at 49.930, -0.42% WoW. 

 The Euro surged to close above 1.20 as the dollar continued to 
trade weaker amid lower US Treasury yields and soft economic 
data. Consumer confidence index dropped to 122.1 in 
December from 128.6 previously. The EURUSD closed at 
1.2005, up 1.21% WoW. 

 The Philippine Stock Exchange Index (PSEi) finished the year 
strong as it moved 1.50% higher WoW. Investor optimism with 
respect to the income tax reform program (including the package 
one that has already been passed and the subsequent package 
likely to be pushed in 1Q18) provided support for the gains.  

 This week's top gainer was BDO Unibank, Inc. (PSE Ticker: BDO) 
which rose 6.77% WoW on the back of strong investor sentiment: 
investors are predicting multiple interest rate hikes and BDO is 
often considered to have higher sensitivity to interest rates. 
Meanwhile, LT Group, Inc. (PSE ticker: LTG) was down 2.40% 
WoW as investors took profits amidst improved clarity with respect 
to tobacco excise taxes. 

 Key events that transpired during the week: 

 The BSP approved Metropolitan Bank and Trust Company's 
(PSE ticker: MBT) bid to acquire up to 40% of Metrobank Card 
Corporation (MCC) from ANZ Funds Pty. Ltd. (ANZ), increasing 
MBT's ownership in MCC to 100%. Prior to the transaction, 
MCC had been 60% owned by MBT and 40% owned by ANZ 

 Petron Corporation (PSE ticker: PCOR) has confirmed 
through a disclosure to the PSE that it is currently reviewing 
plans to double its refinery capacity (from 180,000 bpd to 
360,000 bpd). This could be divided into two equal increases of 
90,000 bpd each, totaling USD5 bn (USD1.5 bn for the first 
increase and USD3.5 bn for the second). 
  Local fixed income yields fell, particularly in the short-end as investors 

repositioned for potentially higher yields in 2018. The yield curve 
steepened somewhat as the 3M fell 74.34bps compared to the 1YR 
which only fell 4.62 bps. On average, yields went down by 10.93 bps with 
the 10-yr falling 12.83 bps WoW to close at 5.699%. 

 Key events that transpired during the week: 

 According to data released by the Bangko Sentral ng Pilipinas 
(BSP), Nonperforming loans (NPL) incurred by the thrift banks 
reached Php 41 Billion as of October, an increase of 9.3% over the 
Php 38 Billion for the comparable period in 2016.  

 The BSP estimated December inflation to be between 2.9 and 3.6%, 
due to price increases in oil and rice. This forecast brings the full 
year 2017 inflation average to 3.2%, within the BSP's target of 2-4%. 
 


