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 US Treasury yields rose, with firming inflation and solid economic 
data suggesting more aggressive tightening in the year. On average, 
yields rose 9.35bps, with the 10-year up 18.12bps. 

 German bund  yields rose, with the five-year above 0.0% for the first 
time since late 2015. The sell-off was driven by hawkish statements 
from ECB members. The yield curve increased 9.55 bps on average, 
with the 10-year ending at 0.767% (+13.80 bps WoW). 

 Japanese government bond yields were flat, after the Bank of 
Japan's direct market participation in a bid to force yields down. On 
average, yields still rose 0.27 bps, and the 10-year rose 0.80 bps to 
close at 0.080%.  

 Key events that transpired during the week: 

 US jobless claims was at 230k, down from 233k last period. 
 US average hourly earnings grew 2.9% YoY, beating consensus 

estimate of 2.6%. 
 EU CPI was  1.4% YoY, above prior period's 1.2%. 

 

 Global oil prices closed lower after a volatile week. Data from the US 
showed multiple drawdowns, leading investors to believe that demand 
was outpacing supply. However data toward the end of the week 
showed that oil production volumes were almost at record highs, 
driven by shale oil. OPEC dismissed fears over climbing shale 
production as overdone. Nonetheless, Brent crude was down 2.75% 
WoW to USD 68.58/bbl, while WTI crude dropped by 1.04% WoW to 
USD 65.45/bbl. 

 US stocks fell, as the rise in inflation expectations brought about by 
the FOMC meeting results and strong economic data weighed on 
markets. The DJIA closed at 25,520.96 (-4.12% WoW) and the 
S&P500 closed at 2,762.13 (-3.85% WoW).  

 European equities declined amid weak economic data and 
heightened inflation expectations that fueled a selloff of global 
equities. Manufacturing PMI for the EU fell 1pt to 59.6 while new 
orders fell 1.9pts to 59.6. Moreover, disappointing results of the 
banking stocks weighed down on the market. The MSCI Europe index 
closed at 130.91 (-3.00% WoW). 

 Asian equities ended lower week-on-week as the market tracked the 
losses of US counterparts caused by rising yields in US Treasuries. 
The soft earnings expectations of China's consumer stocks also 
contributed to the decline. The MSCI APxJ index closed at 598.27 
(-2.51% WoW). 

Global equities were down as the spillover from the global bond selloff weighed down on the equities market. The selloff in bonds and 
the increase in yields globally were triggered by increasing inflation expectations. Lastly, oil prices fell on rising US supply. 
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The local stock market ended lower as the market tracked losses globally and as investors took profits amid elevated valuations. 
Meanwhile, the soaring US 10-year bond yield affected sentiment for local fixed income yields and the peso which both declined 
week-on-week. 
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 The Philippine peso weakened significantly against the dollar 
as US treasury yields (particularly the 10-year) soared on 
inflation fears. This drove up the interest rate differential 
between the Philippines and the US. The USDPHP closed at 
51.450 (-0.52% WoW). 

 The Euro gained against the US dollar, boosted by strong 
Eurozone manufacturing data and core inflation data releases 
last week. The EUR/USD gained 0.29% WoW closing at 1.2463. 

 The Philippine Stock Exchange Index (PSEi) found its resistance 
at the 9,000-level as foreign investors took profits at elevated 
valuations and pressed prices down. The PSEi closed at 8,810.75   
(-2.74% WoW).  

 This week's top gainer was San Miguel Corporation (PSE ticker: 
SMC), which rose 4.17% following news that the government's 
economic managers are open to additional airports. Meanwhile, SM 
Investments Corporation (PSE ticker: SM) fell 11.93% as 
investors took profits. Similarly, SM Prime Holdings (PSE ticker: 
SMPH) fell 8.06% on the back of profit-taking. Some analysts note 
that both SM and SMPH were trading at or above net asset value. 

 Key events that transpired during the week: 

 BDO Unibank, Inc. (PSEi Ticker: BDO) reported, in its 4Q17 
Statement of Condition, a Solo Common Equity Tier 1 Ratio of 
12.17% as of 31 December 2017, down from 12.83% in the 
previous quarter. Similiarly, its Solo Capital Adequacy ratio fell 
from 14.57% to 13.83% during the same period. 

 Metropolitan Bank & Trust Company (PSEi Ticker: MBT) 
reported a consolidated net income of Php 18.2bn, an increase 
of 10% on a core basis. The bank attributed its performance to 
robust loan and deposit growth. The bank also demonstrated 
improved margins and better operating leverage. 
 

 Local fixed income yields fell on the short-end but rose on the long-end, a 
steepening that follows the sharp rise in long tenor yields abroad. Strong 
economic data from the US and local inflation pick-up were responsible for 
sentiment locally. On average, yields went down by 3.64 bps, though the 
10-yr rose 16.72 bps to 6.209.  

 Key events that transpired during the week: 

 According to IHS Markit, the Nikkei Philippines Manufacturing 
Purchasing Managers' Index (PMI) fell to 51.7 in January from 54.2 in 
December. The result suggested a modest improvement in the health 
of the sector in contrast to solid expansion in recent months. 

 According to Bangko Sentral ng Pilipinas (BSP) Governor Espenilla, 
a reduction in the current 20% reserve requirement ratio (RRR) is 
unwarranted given the healthy domestic liquidity conditions. He also 
stated that additional stimulus is not yet necessary as credit growth 
remains robust. 
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