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US, European, and Asian equities all rallied on strong risk-on sentiment from global investors as concerns of a French-
led Eurozone breakup eased. Similarly, US treasury yields rose as geopolitical concerns fell and investor focus turned 
to Trump's tax reform and infrastructure program. Meanwhile, oil prices fell as US oil production continued to climb. 
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 Results of the French election drove US Treasury yields higher 
for the week. Macron coming in first during the initial round of the 
elections eased geopolitical concerns clouding investors over 
the past weeks. Given less uncertainty, market players moved 
back to risky assets causing US Treasury yields to rise. On 
average, US Treasury yields went up 6.86 bps (WoW). The US 
2- and 10-year closed at 1.272% (+9.51 bps WoW) and 2.304% 
(+8.92 bps WoW), respectively.  

 German bund yields rose to one-month highs on Wednesday, 
buoyed by the sharp improvement in risk appetite brought about 
by the positive first-round French election result. At the end of 
the week, the 10-year yield was up 14.9 bps (WoW), ending at 
0.352%. 

 Key events that transpired during the week   
 Release of US New Home Sales (estimate: 584k, 

actual: 621k) 
 Release of German IFO Business Climate data 

(estimate: 112.4, actual: 112.9) 

 Oil prices declined week-on-week, amid the resumption of oil 
production in some previously-disrupted Libyan fields, which 
increased Libyan exports, and as US refinery crude runs hit a 
record high (17.3 Mn barrels per day), prompting concerns 
that US shale oil production may offset the progress made by 
OPEC's supply cuts. Brent and WTI prices fell 2.10% and 
1.63%, respectively. 

 US equity markets surged at the start of the week, as investor 
sentiment improved with favorable French first-round election 
results, and were sustained mid-week by better-than-expected 
US Q1 corporate earnings (McDonald's, Caterpillar) and the 
impending reveal of Trump's tax plan. However, markets 
dipped slightly at the end of the week, as the details of the 
released tax plan underwhelmed or had already been priced in 
by the market. The DJIA and the S&P 500 ended at 20975.09 
and 2387.45, respectively. 

 European stocks rose, as the first-round electoral win of 
French centrist presidential candidate Macron, positive 
corporate earnings (Volvo, AMS), and M&A news (Louis 
Vuitton and Christian Dior) fueled risk-on sentiment. The MSCI 
Europe Index rose to end at 131.21. 

 Asian shares edged higher on the back of global optimism, 
propelled by the easing of French political risk and the 
anticipation of the reveal of Trump's tax reform agenda. The 
MSCI APxJ appreciated 3.0%, closing at 487.60. 
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The local equities rose and the Euro strengthened, as positive results from French elections fueled risk-on sentiment. 
However, the Philippine Peso weakened as a result of strong US economic growth expectations, driven by Trump's tax 
plan. On the other hand, prices of fixed-income securities remained flat, balancing geopolitical and inflationary 
concerns. 
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 The Philippine peso weakened against the dollar as high US 
Treasury yields kept the dollar strong. Anticipation over updates 
on Trump's tax plan coupled with strong US economic data also 
weighed on the local currency. The USDPHP closed at 49.950. 

 The Euro rallied on the back of Emmanuel Macron’s first-round 
win in the French elections. Currently, polls have Macron 
leading versus Marine Le Pen in the second-round elections 
happening this month. The EURUSD closed at 1.0892, up from 
1.0726. 

 The PSEi rose on the back of stronger foreign fund inflows. 
Risk-on sentiment on the back of favorable French elections 
and continued strong fundamentals from the Philippines were 
potential catalysts for positive sentiment. The local bourse rose 
97.56 points (+1.29% WoW), closing at 7,661.01. Net foreign 
inflows for the week amounted to USD30.13 Mn. 

 TEL (+5.36% WoW) was the second-best performer WoW on 
news that it is in serious talks with foreign investors to sell its 
remaining stake in MER. DMC (+4.89% WoW) was the third 
best performer WoW on the back of a favorable ruling from the 
Supreme Court (SC) with respect to the construction of its 
Torre de Manila project. 

 Key events that transpired during the week: 
 The infrastructure arm of SMC and state-run PNCC have 

signed an agreement to expand Metro Manila Skyway 
Stages 3 and 4, together with other projects amounting to 
Php 554 Bn. The agreement includes the extension of the 
Skyway Stage 3 project and the Metro Manila expressway. 

 The Supreme Court ruled in favor of DMC, junking a 
petition that sought to demolish Torre de Manila. The SC 
also lifted the TRO it had issued previously that halted the 
construction of the building. 

 Local fixed income yields (as measured by the 10YR 
PDST-R2) remained flat, as investors balanced concerns of 
higher expected inflation and lower perceived political risk 
(due to the French election results). 

 Key events that transpired during the week: 
 Economists polled by the BSP raised their 2016 inflation 

forecast to 3.4% (an increase from the previous estimate 
of 3.0%) on the back of Peso depreciation and an 
increase in oil prices. 

 DBM said that spending on infrastructure for Feb YTD 
was up 8.3% YoY to PHP69.6 Bn. Spending growth was 
primarily driven by road construction and flood control 
projects. 


