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Risk aversion fueled by geopolitical tensions resulted in losses across major equity markets and significant gains in 
the US and German bond markets. After the United States dropped a bomb in Afghanistan, markets started to 
speculate that there are rising tensions in US-Russia relations. More so, North Korea's reclusive and aggressive 
military behavior contributed to the rising worries on global geopolitical scene. 
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 US Treasury yields fell across the curve as investors 
flocked to safe-haven assets due to geopolitical frictions in 
Asia. President Trump's statement that he prefers 
continuous low interest rate regime also supported the rally 
on the US bond market. On average, yields fell 5.41 bps 
(w-o-w). The two-year yield shed 3.26 bps (w-o-w) and 
closed at 1.205%. The 10-year yield dropped to 2.237% 
(-10.34 bps, w-o-w), lowest since mid-November 2016. 

 German bund yields fell, mirroring US treasury yields. 
Hitting the lowest level since December 2016, the 10-year 
yield fell to 0.187%, shedding 7.60 bps (w-o-w). 
 

 Key events that transpired during the week   
 

 Release of US Non Farm Payroll Numbers 
 Release of Chinese Trade Data 

 Oil prices continued to firm up after hitting 2017 lows last 
March 23 due to mounting geopolitical tensions that may 
cause disruption in production and reports that Saudi Arabia 
may extend production cut by another six months. OPEC data 
also showed compliance of 104% for the agreed March 
production cuts. Brent and WTI prices rose 1.82% (w-o-w) and 
2.86% (w-o-w), respectively. 

 
 US equities sunk to two-month lows due to lingering 

geopolitical worries and investors cashing in gains ahead of 
the release of 1Q 2017 earnings reports. The Dow Jones 
Industrial Average and S&P 500 fell 1.0% to 20,453.25 and 
1.2% to 2,328.95, respectively. 
 

 European equities were little changed as investors continued 
to be on the edge ahead of key political events including (1) 
the first round of the two-stage French election process, and 
(2) the EU Special Summit to discuss Brexit. The MSCI Europe 
closed at 128.59, (- 0.1%, week-on-week). 
 

 Asian shares ended flat as investors weighed risks associated 
with developing geopolitical tensions and the potential 
extension of OPEC production. The MSCI Asia ex-Japan was 
relatively unchanged at 480.57 (+0.1%, w-o-w). 
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Local equities were flat despite continued strengthening of the Peso and net foreign buying. Likewise, prices of local 
fixed income securities were flat as investors awaited meaningful catalysts. The Peso continued to strengthen on net 
favorable foreign inflows as investors cycled out of developed markets into emerging markets.Similarly, the Euro 
strengthened against the dollar as confidence in US recovery and favorable policy dampened. 
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 The Philippine peso strengthened to a four-month high on 
the back of last week's strong net foreign inflows. The 
USDPHP closed at 49.430. 
 

 The Euro further weakened against the US dollar. Investors 
are generally cautious ahead of the French elections and EU 
Special Summit. The EURUSD slipped from 1.0670 to 
1.0602. 

 The PSEi was flat with a slight upward bias given 
continued foreign investor support and a strengthening in 
the Peso. A series of earthquakes during the week did little 
to significantly dampen prices for the broader index. The 
local bourse was 45.4 points, or 0.60% higher WoW to 
close at 7,629.64. Foreigners were net buyers with net 
buying amounting to USD86.09 million. 

 GTCAP (+11.74% WoW) was the biggest winner WoW on 
the back of bargain hunting and strong 1Q17 auto sales 
(+33% March YoY and +23% QoQ). Meanwhile, FGEN (-
4.77% WoW) was sold down as power generation 
interruption likely to drive FY17 earnings lower. 

 Key events that transpired during the week: 
 PLDT, Inc. is expanding its fiber rollout in Mindanao as 

part of efforts to deliver “ultra-fast” internet connection, 
supporting its goal of expanding its fiber roll-out to 
4.4Mn homes in 2017. 

 Universal Robina’s FY16 net income attributable to 
equity holders declined 7.1% yoy to Php12.9Bn, on the 
back of the 12.9% lower operating income. Blended 
revenues for the year was flat at Php112.6Bn. 

 In the local fixed income yields were flat as investors 
awaited meaningful catalysts. Trading of the RTB 3-08 
dominated the week, allowing investors to make a quick 
profit on the back of lower market yields for the 3YR 
tenor (versus the 4.25% at which the RTBs were 
awarded). 

 Key events that transpired during the week: 
 President Duterte’s visit to the Middle East this week 

is expected to generate more than $650Mn worth of 
investment commitments under PEZA. 

 Foreign direct investment (FDI) continued its upward 
trend with $685Mn generated in January (+13.2% 
YoY), on sustained investor optimism. 


