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 US Treasury yields ascended amid increased government debt issuance to 
finance the country's widening budget deficit. Supply of U.S. government debt 
is forecasted to double, to $1 trillion this year as the Federal Reserve whittles 
down its holdings. On average, yields rose 6.33 bps with the 10-year up 11.3 
bps to close at a 3-year high of 2.6592%.  

 German bund  yields fell after release of the CPI print came in-line with 
expectations of 1.7% for December. For full year 2017, prices rose 1.8% on 
average buoyed by a 3.1% increase in energy prices. The yield curve fell 1.53 
bps on average, with the10-year ending at 0.568% (-1.30 bps WoW). 

 Japanese government bond yields fell on average as a shift in tone towards 
policy normalization among Japanese lawmakers has taken place on 
continuing improvements in the Japanese economy. On average, yields fell 
0.32 bps with the 10-year advancing 0.60 bps to close at 0.079%.  

 Key events that transpired during the week: 

 Germany's CPI print for December was at 1.7, in-line with consensus. 
 China's economy grew 6.9% in 2017, beating the government target of 

6.5%.  

 Global oil prices fell as investors succumbed to profit taking as prices 
rose to three-year highs. Moreover, the International Energy Agency (IEA) 
warned that rapidly growing production in the United States could threaten 
market balancing. US Crude production rose roughly 300,000 bpd to 9.75 
million last week. Brent crude fell 1.80% WoW to USD 68.61/bbl, while 
WTI crude lost 1.45% WoW to USD 63.37/bbl. 

 US equities rose to all time highs, with the Dow piercing above the 
26,000 resistance level as investors focus on corporate earnings. 
Optimism remained high for US corporate earnings as market 
participants await the potential impact of Trump's tax cuts. The Dow 
Jones rose to 26,071.72 (+1.04% WoW) while the S&P500 ended at 
2,207.40 (+0.86% WoW). 

 European equities advanced following progress over talks in forming 
a coalition between German Chancellor Merkel's conservative CDU 
party and Schulz's center-left SPD party. Last Sunday's (Jan 21) vote 
by SPD delegate determined the start of formal negotiations with 
Chancellor Angela Merkel. The MSCI Europe index closed at 135.35 
(+0.57% WoW). 

 Asian equities soared on strong GDP data from China, as its 
economy grew 6.9% in 2017, which widely surpassed the 
government's target of 6.5%. Growth came from the services and 
manufacturing sector. The MSCI APxJ index closed at 598.76 
(+1.46% WoW). 

Global equities continued to rise on optimism  over corporate earnings, robust economic data, as well as progress over coalition 
talks in Germany. US Treasury yields rose on increased government issuances to fund its widening deficit, while both German and 
Japanese bond yields fell on upbeat economic developments. Lastly, oil prices declined with the threat of increasing US oil 
production disturbing market equilibrium. 
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The local stock market rallied amid a positive growth outlook, driven by the submission of the 2nd package of TRAIN, although 
concerns about multiple fund raising activities absorbing market liquidity surfaced. Yields fell following the new issuance of short-
tenored bonds, while the peso slipped on BSP's stance on interest rate hikes. 
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 The Philippine peso weakened against the greenback as 
investors digested the BSP's cautious stance on future intrerest 
rate hikes. The USDPHP closed at 50.72 (-0.63% WoW). 

 The Euro slipped against the dollar despite concerns of a US 
government shutdown. Sentiment was dragged as the ECB 
reminded market participants that strength in the Euro could 
impede inflation reaching the target, hence the appreciation of 
the currency is never left unchecked. The EURUSD closed at 
1.2222 (-0.16% WoW).  

 The Philippine Stock Exchange Index (PSEi) rallied, buoyed by 
optimism following the submission of the 2nd package of TRAIN to 
Congress. Foreign investors also supported the rally, as they 
remained positive on the continued growth of the Philippine 
economy. The PSEi closed the week at 8,915.92 (+0.66% WoW). 

 This week's top gainer was Jollibee Foods Corp. (PSE ticker: 
JFC), which rose 9.80% WoW on expectations of robust earnings 
for the last quarter of 2017, with high foreign participation also 
driving the price. Meanwhile, Metropolitan Bank & Trust Corp 
(PSE ticker: MBT) fell 8.66% WoW as investors continued to 
sell-off the name following their announcement of a stock rights 
offering (SRO). 

 Key events that transpired during the week: 

 Bank of the Philippine Islands (PSE ticker: BPI) and 
Metropolitan Bank & Trust Company (PSE Ticker: MBT) 
both announced a rights offering of common shares in order to 
support the projected acceleration of loan growth across 
various segments of the economy.  

 SM Prime Holidings Inc. (PSE ticker: SMPH) intends to raise 
Php20.0Bn from the issuance of fixed-rate retail bonds, as part 
of its three-year Debt Securities Program of up to Php60.0Bn. 
The issuance was assigned a PRS Aaa rating, implying 
minimal credit risk and a strong commitment to financial 
obligations.  

 Local fixed income yields fell, led by the short-end, following the 
BTr's new issuance of short-tenored bonds amounting to Php20Bn. 
The 6-month and the 1-year fell 38.08 bps and 35.32 bps, respectively. 
On average, yields fell 8.25 bps, with the 10-yr rising 15 bps to 5.945.  

 Key events that transpired during the week: 

 The 2017 Philippine BOP posted a deficit of $863mn on the back of a 
wider trade deficit and foreign net outflow. The figure is more than twice 
2016's $420mn deficit.  

 The Philippine Finance Department recommended a decrease in 
corporate income tax from 30% to 24% and to upgrade the tax 
incentives by basing them on performance, targets, timeline and 
transparency. Currently, the government spends approximately P300bn 
annually on tax perks.  


