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 US Treasury yields  rose amidst weaker than expected 
testimony from ex-FBI Director James Comey against US 
President Donald Trump. Furthermore, continued decline in 
unemployment rate (from 4.4% in April to 4.3% in May) raised 
risks of monetary tightening. Yields rose 4.56 bps WoW on 
average. Yields of 2-year notes ended at 1.335% and yields of 
10-year notes ended at 2.201%. 

 German bund yields were flat with a slight upward bias as data 
continues to be mixed (e.g. Industrial production of 0.8% beat 
consensus of 0.5% while Factory orders of 3.5% trailed 
expectations of 4.7%). On average, yields rose 0.08 bps WoW, 
with 10-year yields closing at 0.264%. 

 Key events that transpired during the week :  
 Initial jobless claims fell to 245k in 3 June compared 

to an expected 240k 
 Germany Factory Orders for April declined 2.1% MoM 

compared to an expected 0.3% decline 
 

 Oil prices fell for yet another week as the OPEC production 
cut continues to disappoint. Despite Saudi Arabia's deliberate 
reduction of exports to the US, Iraq exports surged to their 
highest in five years. This resulted in US crude oil stockpiles 
reversing their downward trend. Iraq is now the largest crude 
oil exporter to the US. Diplomatic tensions surrounding Qatar 
are also feeding concerns surrounding Middle East oil. Brent 
crude fell 3.60% to USD48.15/bbl, while WTI crude fell 3.84% 
to USD45.83/bbl. 

Global equities were mostly down after several key events transpired during the week, with investors taking on less risk 
amid global uncertainties.  However, US yields continued to rise on the back of a lower unemployment rate and dampened 
political risk.  Oil prices continued their decline due to a sudden reversal in the fall in US oil stockpiles.  

 US equities ended mixed week-on-week amid watered down 
political risk arising from former FBI Director Comey's public 
testimony. Mixed economic data coupled with the build up to 
Comey’s testimony caused volatility in the stock market. The 
S&P ended at 2,429.39  (-0.40% WoW) and the Dow Jones at 
21,235.67 (+0.14% WoW).  

 European equities were weighed down by weak economic 
data and heightened political tension brought about by the UK 
elections. Prime Minister May’s party lost a majority vote 
during the general elections, prompting risk-off sentiment in 
the area. The MSCI Europe closed at 130.59 (-1.41% wow). 

 Asian equities started the week trading higher but eventually 
reversed amid geopolitical risks and instability of oil prices. 
Several major events (ECB meeting, UK elections, and 
Comey’s testimony) caused volatility in Asian stocks as 
market players positioned themselves ahead of news 
releases. The MSCI APxJ fell to 501.07 (-0.30% wow).    
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Philippine equities strengthened on the back of positive investor sentiment towards the comprehensive tax reform 
program and strong economic data (e.g. declining unemployment). Similarly, the Philippine Peso strengthened on firm 
data and continued unwinding of the Trump reflation trade. However, fixed income securities fell on expected 
inflationary pressures  and lower global political risk.  
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 The Philippine peso strengthened against the dollar week-on-
week in light of strong local economic fundamentals 
(manageable inflation and strong decline in unemployment rate) 
and deteriorating investor sentiment towards the US reflation 
trade. The USDPHP closed at 49.500. 

 The Euro weakened against the USD due to concerns 
regarding the Euro Financial system after Santander's rescue of  
Spain's Banco Popular. The EUR/USD closed at 1.1195. 

 The PSEi gained (+1.04% WoW) on the back of investor optimism 
with respect to the overall tax reform program and rolling over of 
valuations towards FY18. Lower than expected inflation and a 
strong decline in unemployment were also taken positively by 
investors.   

 DMC (+6.15% WoW) outperformed on strong statements from 
management indicating exceptional demand for its projects in 
Metro Manila and key urban cities.  CEO Isidro Consunji 
mentioned that sales are trending at Php 44 Bn for a 12M period. 
Meanwhile, PCOR (-5.43% WoW) fell on the back of falling oil 
prices (Brent -3.60% WoW, WTI -3.84% WoW) resulting from a 
positive surprise in US oil inventory data. Increasing output from 
Nigeria and Libya add more to the selling pressure, offsetting 
positive sentiment arising from the extension of the OPEC deal. 

 Key events that transpired during the week: 

 CEB is ordering seven Airbus A321 aircraft in a deal worth 
$812 Mn to meet growing demand (domestic and regional), 
according to management. 

 The joint venture between AC and Austria's KTM AG will start 
exporting motorcycles to China by end-2017 or early 2018. 
The JV has formally opened a factory inside Laguna 
Technopark with a production capacity of 60k motorcycle units 
annually. 

 Local fixed income yields rose on average as investors 
priced in lower political risk and increasing inflationary 
pressures (e.g. Philippine unemployment rate declined to 
5.7% in April compared to 6.6% in May while inflation 
remained above 3.0%). 

 Key events that transpired during the week: 
 Consumer Price Index for May grew 3.1% YoY 

compared to 3.3% consensus expectations and 3.4% in 
the previous month. 

 Imports for April fell 0.1% YoY compared to an increase 
of 13.1% as per consensus expectations and 24% in the 
previous month. 


