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 US Treasury yields fell on the back of FOMC statements
suggesting that actual inflation for 2017 may fall short of the
Fed's target of 2.0%. Nonetheless, the 3M yields went up 0.5
bps to close at 1.001% on the back of a 25 bps increase in the
Fed policy rate. Yields of 2YR notes ended at 1.315% and
yields of 10YR notes ended 4.9 bps lower at 2.151%.

 German bund yields rose, in a bearish flattening pattern, led
by the 2YR notes which rose by 7 bps. While May CPI came
in within expectations at 1.5%, the US Fed rate hike may have
pressured the short-end of the curve to rise. On average,
yields rose 2.65 bps WoW, with 10-year yields closing at
0.276%.

 Key events that transpired during the week :
 US Fed raised policy rate by 25bps, increasing the

upper bound to 1.25%.
 UK May CPI change YoY increased to 2.9% from

2.7% in April, beating expectations of 2.7%.

 Oil prices remained low, with WTI crude falling below the
USD45/bbl mark. A report released by the International
Energy Agency highlighted the slower than expected reduction
in crude oil stockpiles, though it maintained the IEA's original
demand estimates for the year. Investors wait for bullish data
to signal a push back into the higher USD40s per barrel. Brent
curde ended at USD47.37/bbl, while WTI crude ended
USD44.74/bbl.

Global equities were mixed after political risks resurfaced and volatility in oil prices persisted. US Treasury yields fell
despite the rate hike from the Fed following their cautionary comments on inflation forecasts. Oil prices remained bearish
with WTI crude falling below the USD45/bbl mark, driven by disappointing news from the International Energy Agency.

 US equities gained week-on-week despite lackluster data
releases and resurfacing political risks from Trump’s
investigation. Among the data releases were US retail
sales in May which came in far below consensus. The
S&P 500 ended 2,433.15 (+0.1% wow) while the Dow
Jones closed at 21,384.28 (+0.5% wow).

 European equities closed lower as political uncertainty in
the UK persisted, spreading negative sentiment across
markets. Moreover, lower UK consumer spending in May
triggered a selloff in equities early in the week. The MSCI
Europe closed at 131.25 (-0.4% wow).

 Asian shares were slightly down following the increase in
policy rates in the US and as oil prices fell. Tightening
liquidity from concerns on the economy pressured China's
stock market. In India, inflation disappointed consensus
expectations. The MSCI Asia ex-Japan ended at 50.74
points, down 0.7% from last week.
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Investors preferred safe-haven assets for the week--benefitting the local fixed income market on a slew of data
confirming downward pressure to inflation here and abroad. Local equities were sold-down despite the huge foreign
inflows on Wednesday and Friday. The peso weakened against the dollar following the Fed rate hike.
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 The Philippine peso weakend against the dollar week-on-week
in light of the US Fed rate hike and risks related to the potential
current account deficit in 2017. The significant weakness in
OFW remittances may have pressured the currency further. The
USDPHP closed at 49.900.

 The Euro remained flat against the USD as the US Fed's
increase in policy rate was largely expected (as measured by
WIRP and other indicators) along with German inflation data
coming in line with consensus. The EUR/USD closed at 1.1198.

 The PSEi lost (-0.96% WoW) despite strong foreign buying
(netting $299.09 Mn for the week) as investors sold off ahead
of the Friday MSCI rebalancing. Weak OFW remittances data
may also have contributed to the weakness in the market.

 SMC (+2.91% WoW) outperformed on news reports confirming
company plans to build a Php 1.00 Tn petrochemical plant and
to triple profit by 2020. However, MEG (-5.77% WoW) trailed
despite news reports stating it is on-track to hit reservation
sales target of Php 90 Bn and that it is building Php 30 Bn of
residential projects this year. Furthermore, PCOR (-3.96%
WoW) continued to fall from its high base, tracking oil prices
(WTI down to 44.74 on 16 June from 45.83 on 9 June).

 Key events that transpired during the week:

 MPI sold 4.5% stake in MER for Php12.7 Bn to fund the
purchase of 25% stake in Beacon Electric from TEL for
Php21.8 Bn. MPI will own a 45.5% stake in MER--10.5%
directly, and 35% through Beacon, now its fully-owned
subsidiary--and a 62.4% (from 47.8%) stake in Global
Business Power (GBPC). TEL will no longer have
ownership in MER and GBPC.

 SCC said it got a certificate of compliance for the 300-MW
fluidized bed coal-fired power plant in Calaca, Batangas
from the Energy Regulatory Commission.

 Local fixed income yields fell on average, in line with the
movement in US Treasuries, as weakness in global and
local inflation spurred investors' appetite for risk-off assets.
The yields for the 10YR security fell 29.6 bps to close at
4.641%.

 Key events that transpired during the week:
 Overseas Remittances YoY for April fell 5.9% from an

increase of 10.7% in March, significantly falling behind
expectations of an 8.5% increase.

 In a briefing, BSP Deputy Governor Diwa Guinigundo
said that the Philippines will post its first current account
deficit in 15 years in 2017, a risk to the Philippine
currency.


