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 US Treasury yields rose after the release of the US CPI inflation 
report which showed that CPI inflation ended at 2.1%, higher than the 
1.9% consensus estimate. On average, yields rose 5.35 bps with the 
10-year rising 2.37 bps to 2.875%. 

 German bund yields were flat, remaining at high levels after inflation 
concerns first hit the market. The large gap between bund yields and 
US Treasury yields continues to widen. The yield curve fell 0.53 bps 
on average, with the 10-year ending at 0.706% (-3.90 bps WoW). 

 Japanese government bond yields fell marginally, as the Bank of 
Japan continues to pin the 10-year rate at around 0.000% through 
direct market buying. On average, yields fell 3.42 bps, and the 10-year 
fell 0.70 bps to close at 0.054%.  

 Key events that transpired during the week: 

 US jobless claims was at 230k, up from 221k last week. 
 US CPI MoM was 0.5%, 40 bps above prior period. 
 UK CPI YoY was 3.0%, unchanged from  prior period. 

 

 Global oil prices bounced back after the abrupt sell-off, though Brent 
crude oil remained below USD65.0/bbl. While serveral reports came 
in on higher global supply driven by shale oil, money managers 
remained strong on the commodity, waiting for further data before 
making a conclusive shift in position. Therefore net longs remained 
high, keeping oil price supported. Brent crude was up 3.26% WoW to 
USD 64.84/bbl, while WTI crude rose by 4.19% WoW to USD 
61.68/bbl. 

 US equities surged this week, partially reversing sizeable losses 
during last week's equity selloff. Investors were unfazed by the 
higher-than-expected inflation print as they focused on healthy 
company earnings and the solid macro backdrop. Investors also 
turned back to stocks as valuations became attractive. The DJIA 
closed at 25,219.38 (+4.25% WoW) while the S&P 500 was at 
2,732.22 (+4.30% WoW). 

 European equities rallied posting their biggest weekly win in more 
than a year as the market continued its recovery from the global rout 
the past few weeks. The 0.6% expansion in 4Q of Germany's GDP 
and the positive earnings outlook for companies helped buoy equities. 
The MSCI Europe index closed at 128.29 (+3.22% WoW). 

 Asian equities recovered from last week's sharp decline as the 
market tracked the upbeat action of global equities. Stocks advanced 
as investors were in bargain-hunting mode after the global rout even 
a shortened trading week due to the Lunar New Year holiday. The 
MSCI APxJ closed at 576.57 (+3.97% WoW). 

Global equities ended higher, week-on-week, reclaiming some ground lost in their recent correction. Global fixed income, on the 
other hand, ended mixed, as a rise in US yields caused by inflation-induced selling is not reflected in the yields of German or 
Japanese government paper.  Oil prices rebounded slightly after the recent selloff, with most money managers continuing to hold on 
to net long oil futures positions while waiting for more supply data from the US. 
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The local stock market rebounded after two weeks of selling, tracking the recovery in global markets after the inflation fear-induced 
correction. Meanwhile, local fixed income securities continued to sell off, with inflation still in focus, while the peso lost ground due 
to continued net foreign selling and expectations of a central bank reserve requirement cut. 
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 The Philippine peso continued to weaken, driven by strong net 
foreign selling in the equity market and expectations of cut to the 
Reserve Requirement Ratio, which would potentially increase 
the supply of PHP. The USD/PHP closed at 52.000 (-1.33% 
WoW). 

 The Euro recovered from last-week's retreat, though this was 
mostly driven by a decline in the greenback (DXY) of 1.48%. 
Eurozone data released during the week was solid, with GDP 
figures coming in-line and industrial production ahead of 
expectations. The EUR/USD closed at 1.2481 (+1.91% WoW). 

 The Philippine Stock Exchange Index (PSEi) gained after two 
weeks of selling, tracking the recovery of global stock markets from 
a correction that was sparked by data releases that increased 
inflationary expectations. The PSEi gained 1.28% WoW to 
8,612.44. 

 Security Bank Corporation (PSE ticker: SECB) was the top 
weekly gainer for the second week in a row, surging 5.74% WoW 
after the muted response to its strong FY17 results release in the 
previous week. On the other hand, Metro Pacific Investments 
Corporation (PSE ticker: MPI) tumbled 8.59% WoW after the 
Philippine government appealed to the High Court of Singapore that 
an arbitral ruling that upheld unit Manila Water's right to be 
compensated in a rate dispute be set aside.  

 Key events that transpired during the week: 

 A group of seven conglomerates (AEV, AC, LTG, AGI, FDC, 
JGS, and MPI) filed an unsolicited proposal with the 
Department of Transportation to modernize and expand the 
Ninoy Aquino International Airport (NAIA), with an estimated 
cost of USD 6.7b. The expansion is expected to triple 
passenger capacity to 100m passengers. 

 Ayala Land, Inc. (PSE ticker: ALI) reported FY17 core income 
of PHP 24.4b, in line with consensus estimates (net of 
revaluation gain). Profit was driven by presales growth of 13% 
YoY, particularly to the international buyers segment. 

 Local fixed income yields ended higher WoW, with investors 
maintaining the sell-off, in-line with the global trend. Though fears 
continue to focus on higher than expected inflation forecasts out of the 
BSP, these were tempered somewhat by expectations of a cut to the 
Reserve Requirement Ratio (RRR), which would boost demand for 
bonds and treasuries. The RRR was subsequently cut. Yields rose 
14.33 bps on average. 

 Key events that transpired during the week: 

 The Bangko Sentral ng Pilipinas cut the RRR from 20% to 19%, 
to increase liquidity and prime the economy for further growth. 

 Demand for BSP term deposits climbed from PHP140.0 bn to PHP 
150.8 bn in one week. This comes after expectations for policy rate 
hikes drove up demand for shorter-term instruments.  
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