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 US Treasury yields rose amid a better-than-expected core US inflation 
print in December. Core CPI posted its largest increase in 11 months on 
the back of strong price increases in the healthcare and rental 
accomodations sector. On average, yields rose 4.42 bps with the 10-year 
surging 6.99 bps to close at 2.5462%.  

 German bunds hit fresh five-month highs amid favorable progress in 
coalition talks in Germany, and the ECB signalling plans to cutback on its 
QE program for the first time. The yield curve rose 6.37 bps on average, 
with the10-year ending at 0.581% (+14.2 bps WoW). 

 Japanese government bonds climbed after the Bank of Japan trimmed 
purchases of 10 and 25-year debt by ¥10bn to ¥190bn, for the first time 
since December 2016. On average, yields rose 1.18 bps with the 10-year 
advancing 1.8 bps to close at 0.073%.  

 US December CPI +2.1% YoY, down from 2.2% in the prior month 
 Germany November Industrial Production registered a 5.6% YoY 

growth (vs. expected 3.9%), up from 2.7% in the prior month 
 China December CPI +1.8% YoY, weaker than 1.9% expected 

 Global oil prices still continue to rise as the US Energy Information 
Administration reported another decline in crude oil inventories, which fell 
by 5 million to 419.5 milliion for the week, alongside a decline in production 
by 290,000 bpd to 9.5 million bpd. In addition, comments from Russia's oil 
minister abated concerns over a possible wind-down of the OPEC deal to 
reduce oil production. Brent crude rose 3.33% WoW to USD 69.87/bbl, 
while WTI crude gained 4.65% WoW to USD 64.30/bbl. 

 US equities bounced back from last week's decline, driven by 
optimism towards corpoate earnings for the last quarter of 2017 amid 
a strong holiday season, pushing major indices to close at yet another 
record high. The Dow Jones rose to 25,803.19 (+2.01% WoW) while 
the S&P500 ended at 2,786.24 (+1.57% WoW). 

 European equities edged higher on upbeat news and economic data 
from Germany--progress in the formation of Chancellor Merkel's 
coalition, and better-than-expected November Industrial Production. 
However, gains were pared following hawkish statements from the 
ECB. The MSCI Europe index closed at 134.58 (+0.34% WoW). 

 Asian equities broadly rose, tracking movements of global peers, but 
sentiment was dampened by reports of China cutting its US Treasury 
purchases, and weaker-than-expected CPI and sluggish PPI prints. 
The MSCI APxJ index closed at 590.16 (+0.49% WoW). 

Global equities closed broadly higher on positive growth outlook and optimism towards corporate earnings releases. Meanwhile, 
global yields rose in anticipation of tighter monetary policies from central banks. Lastly, oil prices continued its ascent due to 
declining US crude stockpiles. 
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The local stock market finished slightly higher as profit-taking ensued, coming from record highs the previous week. Meanwhile, 
yields marginally declined as investors repositioned in anticipation of the US inflation print. Lastly, the Philippine Peso fell on weaker-
than-expected trade data. 
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 The Philippine peso fell on weaker-than-expected trade data, 
as imports surged at a much faster rate versus exports, driven 
largely by the government's infrastructure push. Worries over 
the country's trade deficit resurfaced as the inflow of end-2017 
remittances waned. The USDPHP closed at 50.40 (-1.06% 
WoW). 

 The Euro continued to rally, closing above 1.20 as the minutes 
of the ECB meeting showed a more hawkish tone, and as talks 
over the coalition agreement in Germany started to progress. 
The EURUSD closed at 1.2202, up 1.44% WoW. 

 The Philippine Stock Exchange Index (PSEi) was slightly up on 
the second week of trading (+0.79% WoW), supported by foreign 
inflows as well as optimism in both the local and global economy. 

 This week's top gainer was LT Group, Inc. (PSE Ticker: LTG) 
which rose 12.46% WoW on stronger-than-expected tobacco 
revenues. The price adjustment due to the TRAIN's tobacco excise 
tax is seen to offset the likely drop in volumes, translating to an 
increase in profits. Meanwhile, Megaworld Corp. (PSE ticker: 
MEG) was down 3.77% WoW as investors locked in gains from 
recent highs. 

 Key events that transpired during the week: 

 Ayala Corp. (PSE Ticker: AC) is aiming to finalize the merger 
with Yuchengco-owned iPeople Inc. within the first quarter of 
2018. The merger would consolidate Mapua University, 
Malayan Colleges Laguna, Malayan Colleges Mindanao, and 
University of Nueva Caceres. The merger would bring together 
a combined population of 40,000 students.  

 Petron Corporation (PSE ticker: PCOR) has proposed a 
tender offer to repurchase half of its $750 million worth of 
undated subordinated debt. In conjunction with this, the 
company will be issuing another senior perpetual securities 
worth $350 million to fund the tender offer. 

 Local fixed income yields were relatively flat with an downward bias as 
the BTr eased concerns over a potential supply glut, stating that it will 
remain active in the offshore market for financing its 2018 programs. Later 
in the week, however, investors began repositioning from short to longer-
tenored securities prior to the release of the US inflation print on Friday 
(Jan 12). On average, yields went down by 2.08 bps with the 10-yr rising 
0.04 bps WoW to close at 5.795%. 

 Key events that transpired during the week: 

 The Philippines' November trade deficit clocked in at $3.78Bn, wider than 
the $2.49Bn deficit posted in the same month last year. Imports grew 
18.5% YoY to $8.74Bn, outpacing export growth 1.6% to $4.96Bn.  

 According to Finance Secretary Carlos Dominguez, the government is 
preparing to issue three offshore bonds this year. In the pipeline is the 
issuance of global bonds, Panda bonds, and Samurai Bonds.  


