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 US Treasury yields  fell as economic print continues to support 
weaker-than-expected inflation (e.g. initial jobless claims at 238k 
for June 17, Manufacturing PMI at 52.1, and Existing Home Sales 
of 5.56 Mn fall within consensus expectations). Good likelihood of 
the GOP's repeal of Obamacare reduces expectations of political 
risk in the US. Yields of 2YR notes ended at 1.340% and yields of 
10YR notes ended 0.91 bps lower at 2.142%. 

 German bund yields marginally fell, in a bullish flattening, led by 
the 20YR notes which fell 5.2 bps. YoY PPI for May came in at 
2.8%, down from 3.4% in the previous month, supporting bond 
prices. On average, yields fell 0.900 bps WoW, with the 10YR 
closing at 2.55%, 

 Key events that transpired during the week :  
 US New Home Sales increased to 593k in May from 

569k in April, beating expectations of 590k. 
 Germany Manufacturing PMI for June decreased to 

59.3 from 59.5 in May, beating expectations of 59.0 
 

 
 Oil prices continued their slump as investors wait for larger 

draws of inventories amind continuously disappointing data. 
However, Saudi's King Salman named Prince Mohammed bin 
Salman as crown prince mid-week, replacing Prince 
Mohammed bin Nayef. Prince bin Salman is known for his 
strong position against Qatar, as well as his IPO push for 
Saudi Aramco. Both of these could potentially boost the bullish 
story for oil prices in the coming weeks. Brent curde ended at 
USD45.54/bbl, while WTI crude ended USD43.01/bbl. 

Global equities were little changed, albeit mostly higher, as positive sentiment from easing political uncertainty was 
dampened by the persistent weakness in oil prices. Bonds advanced amid lower inflation print. Oil prices continued their 
persistent slump as investors are continually disappointed by stockpile drawdown data.  

 US equities remained flat with a slight upward bias WoW 
on lower political risk (likely repeal of Obamacare), in-line 
economic data, and lower perceived volatility (e.g. SPX 
Volatility index fell from 10.38 in June 16 to 10.02 in June 
23). The S&P 500 ended 2,438.30 (+0.2% wow) while the 
Dow Jones closed at 21,394.76 (+0.0% wow).  

 European equities lost ground as oil prices remained in 
bear territory, now starting to cause declines in input and 
output price indices. Also, PMI, a leading indicator of GDP, 
decelerated to a 5-time low, though the economy is still at 
its strongest in six years. MSCI Europe ended at 130.85. 

 Asian shares ended mixed. Sentiments towards Chinese 
equities improved on the back of inclusion in the MSCI 
index and improvement in market liquidity. Meanwhile, 
other markets were saddled with weak oil prices. The 
MSCI Asia ex-Japan ended at 504.71. 
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The local stock market posted its second weekly decline amid scarcity of market-moving data and mixed foreign 
investor activity. Bond yields were slightly down, tracking US Treasuries and following the BSP keeping interest rates 
unchanged. Further, the peso weakened as market participants reacted to the wider deficits of the governement. 
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 The Philippine peso  continued to weaken against the dollar in 
light of investor concerns over the expected FY17 current 
account deficit. Deficits in PHP Budget Balance and Balance of 
Payments were supportive of the weakening. The USDPHP 
closed at 50.220. 

 The Euro remained flat against the USD despite stronger than 
expected data coming from Europe (e.g. Germany and France 
Manufacturing PMI) as investors focus on rising rates in the US. 
The EUR/USD closed at 1.1194. 

 The PSEi lost (-0.86% WoW) on the back of mixed foreign 
participation (in contrast to previous weeks) as economic data 
and corporate events were thin during the week. The poor 
showing of the country's BoP and budget balance may have 
contributed to the decline in the local bourse. 

 AP (+3.25% WoW) outperformed on disclosures of its Php 30 
Bn retail bond plan being approved by the SEC. AP has set a 
yield of 5.3367% for Php 2 Bn 10YR bond it plans to issue by 
July. LTG (-4.86% WoW) trailed despite  statements from its 
President Michael Tan suggesting a Southeast Asian 
expansion for the beverage business. Furthermore, Tan adds 
that LTG will start manufacturing Tiger and Heineken beers 
locally. ALI (-4.13% WoW) despite an announcement that it is 
now opening the first Phase of Vertis North Project. 

 Key events that transpired during the week: 

 S&P increased Manila Electric Company's (PSE ticker: 
MER; -0.68% DoD) corporate credit rating to investment 
grade (BBB- from BB+) with a stable outlook, on the 
expectation that MER will show financial discipline and 
maintain moderate leverage. 

 Aboitiz Power Corporation (PSE ticker: AP) received from 
SEC the approval of its application regarding the issuance 
of its fixed-rate retail bonds totalling Php30 billion.  

 Local fixed income yields remained flat with a slight 
downward bias, tracking the movement of US Treasuries, as  
global data continues to lack indications of strong inflationary 
pressures.  The yields for the 10YR security fell  3.8 bps to 
close at 4.603%. 

 Key events that transpired during the week: 
 BSP policy rates (2.5% Overnight Deposit Rate and 

3.0% Overnight Borrowing rate) were kept unchanged 
for June despite US Fed rate hike. 

 PHP Budget Balance for May declined to a negative 
Php 33.4 Bn from a positive Php 52.8 Bn in April. 

 Overall Balance of Payments for May turned to  a 
negative $ 59 Mn from a positive $ 917 Mn in April. 


