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 US Treasury yields rose as the Fed meeting minutes support a continuity 
in the Fed members' stance towards gradual tightening of fiscal policy. The 
US Treasury yield curve rose on average (+6.12 bps) with the 10-year 
climbing 7.09 bps to 2.4763%.  

 German bunds yields continued to rise as data on German employment 
and manufacturing point toward the underlying strength of the European 
economy. The yield curve rose 1.70 bps on average, with 30-year yields 
ending at 1.274% (+1.10 bps WoW). 

 Japanese government bonds were slightly higher, led by the 10-year as 
the BOJ may seek to end its accomodative monetary policy amid a more 
upbeat economic outlook. On average, yields rose 0.78 bps. 

       Key events that transpired during the week:  

 Release of the December Fed meeting minutes  last Jan 3 (Wed)  
 US ISM Manufacturing (Act: 59.7, Cons.: 58.2) released Jan. 3 (Wed) 

and US Nonfarm payrolls (Act.:148k, Cons.: 190k) released Jan 5 (Fri) 
 Eurozone core inflation YoY in December came out at 0.9% versus 

1.0% expected.  

Global oil prices rose to multi-year highs following anti-government 
protests in Iran. Although the protests pose no immediate threat to the 
country's exporting capabilities, the turmoil could result to further sanction 
by the US, which would directly increase odds of a major supply 
disruption globally. Brent crude rose 1.12% WoW to USD 67.62/bbl, while 
WTI crude gained 1.69% WoW to USD 61.44/bbl. 

 US equities rallied amid release of economic data  which 
strengthened risk-on tone in the markets. Though US labor force fell 
short of the 190,000 expected additional jobs, unemployment rate 
remains at a 17-year low of 4.1%. The DJIA closed at 25,075.13 
(+2.33% WoW) while the S&P 500 ended at 2,723.99 (2.60% WoW). 

 European equities rose buoyed by optimism towards global growth, 
albeit slightly underperformed against Asian and US stocks due to the 
strengthening of the Euro and weaker-than-expected Eurozone CPI 
print (actual +0.9% YoY vs. estimated +1.0%). The MSCI Europe 
closed at 132.91 (+2.07% WoW). 

 Asian equities climbed at the start of the year led by Hong Kong, 
Japan, and South Korea as strong profit estimates of all sectors were 
ramped up by an average of 5%, according to Bloomberg consensus. 
Market sentiment was buoyed by upbeat US economic data and 
consecutive rallies in the US stock market. The MSCI APxJ closed at 
582.97 (3.10% WoW). 

Global equities continued their momentum buoyed by risk-on sentiment following the rally to record highs of US equity benchmarks. 
Further, US and German yields rose amid optimism in the underlying global economy. Meanwhile, oil prices continued its ascent due 
to political prostests in Iran. 
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The local stock market closed at another all time high in light of positive global growth outlook, tugging the Philippine peso higher 
due to strong foreign inflows. Meanwhile, local fixed income yields mounted despite the inflation print coming in-line with 
expectations.  
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 The Philippine peso continued to strengthen against the 
greenback, still mostly owing to the weakening of the US dollar 
versus major currencies. Foreign inflows into local equities also 
supported the appreciation of the peso. The USDPHP pair 
ended at 49.865, up 0.13% WoW. 

 The Euro maintained its weekly momentum and hit a three-
month high following the release of broad upbeat economic data 
- Eurozone Manufacturing PMI and PPI beat expectations, while 
CPI fell short by only 0.1%. The EURUSD rose 0.20% WoW to 
1.2029. 

 The Philippine Stock Exchange Index (PSEi) sustained its record 
run last year and started 2018 in a bright tone, closing at 8,770.00 
(+2.47% WoW) last Friday. That same day, the index breached the 
8,800 level, marking a new all-time intraday high of 8,858.07, as it 
tracked the gains of its global peers. Foreign inflows also supported 
the rally of the local market. 

 This week's top gainer was Universal Robina Corp. (PSE Ticker: 
URC) which rose 8.54% on the back of a softer-than-expected tax 
increase for sweetened beverages in the newly ratified TRAIN bill. 
JG Summit Holdings (PSE Ticker: JGS) advanced 8.11% amid 
positive sentiment over its subsidiary, URC. Meanwhile, First Gen 
Corp. (PSE Ticker: FGEN) decline 5.18% after it fell below its 
major support level of Php 16.90. 

 Key events that transpired during the week: 

 Globe Telecom Inc.'s (PSE Ticker: GLO) Board of Directors 
approved an $850 million cash capital expenditure budget for 
2018. The sustained level of capital expenditures is in line with 
Globe's desire to expand its data network to fulfill its vision to 
improve internet services in the Philippines. 

 ALI (PSE Ticker Ayala Land Inc.) is acquiring an additional 
17.24% stake in MCT Bhd., a Malaysian Property developer. 
With the acquisition, ALI will now own a total of 50.19% stake in 
the company. This would trigger a mandatory tender offer in 
accordance to Malaysian laws. 

 Local fixed income yields rose despite the Philippine December inflation 
print coming in within expectation and as BSP Governor Espenilla continues 
to reiterate that it will continue to be manageable in 2018. On average, 
yields went up by 0.49 bps with the 10-yr rising by 9.6 bps WoW to close at 
5.7946%. 

 Key events that transpired during the week: 

 The BSP may adjust its policy stance if the new tax law triggers 
second-round effects due to an upset consumer side demanding higher 
wages and transport fares. In the meantime, BSP's computation shows 
that the impact of tax law is less than 1%. 

 Philippine headline inflation YoY for December ended at 3.3% (in-line 
with consensus) bringing the Philippines' annual inflation rate to 3.2% 
within the 2%-4% target range of the BSP. The faster price increase in 
food, alcohol beverages and tobacco were pared by slower price 
increases in commodities. 
 


