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 US Treasuries benefitted from the risk-off sentiment plaguing the 
market as US and North Korea spar, and the weak inflation print that 
could derail monetary policy tightening. Statements from the two nations 
leaders drove investors to seek safe-haven assets. Decline in yields 
during the latter half offset increase during the start of the week from 
news of corporate debt supply and the planned balance sheet 
normalization by the Fed that would siphon off liquidity from the market. 
On average, yields fell by 5.00 bps. The 10-year yield fell to 2.189%, 
down 7.32 bps week-on-week. 

 Investors in Europe shifted out of equities, and snapped up German 

bunds as they become wary from increasing geo-political tensions. The 
10-year fell 8.60 bps to 0.382% and the 2-year fell 2.90 bps to -0.715%. 

 Key events that transpired during the week :  
 US CPI MoM for July at 0.1%, versus survey of 0.2% 
 France's June MoM Industrial Production at -1.1%, versus 

survey of -0.6%; Germany's June MoM Industrial Production 
at -1.1%, versus survey of -0.2% 
 

 Oil prices saw a decline this week, driven by data releases, with Brent 
crude hovering just above the USd52/bbl mark. Though the IEA 
reported an increase in production figures, it also revised its demand 
forecasts upward due to the summer season. More importantly, OPEC 
reported increased production from its members, despite recent moves 
by Saudi Arabia to maintain bullishness through its meetings with 
various OPEC members. The US crude oil stockpile figures remain 
within the five year range. WTI closed lower at USD48.82/bbl (-1.53%), 
while Brent declined more slowly, ending USD52.10/bbl (-0.61%). 

Global equities lost ground mainly due to escalating geopolitical risks between the US and North Korea. Consequently, investors 
sought safe-haven assets, causing both US and German yields to decline. Meanwhile, oil prices declined driven by increased 
production from OPEC members. 

 US equities suffered significantly this week alongside the rest of global 
stocks, on the back of continued tension between the US and North 
Korea. Higher than expected initial claims for state unemployment 
benefits in the week ending August 5 (seasonally adjusted at 244,000, 
compared to consensus of 240,000) also contributed to a more bearish 
outlook. Stocks rose slightly toward the end of the week, however, 
looking forward to coming consumer data releases. The S&P 500 fell 
1.43% to 2,441.32, while the Dow Jones Industrial Average fell 1.06% 
to 21,858.32. 

 European equities saw their worst weekly performance in past nine 
months, since just before the US elections, driven by tensions between 
the US and North Korea. Investors positioned defensively prior to the 
weekend, fearing escalating geopolitical risks during closed markets. 
The MSCI Europe fell sharply by 2.72% to 125.66. 

 Asian equities followed the global downward trend, heavily hit by both 
the geopolitical risks centring on the region, and lower oil prices 
following data releases from both OPEC and the IEA. Several 
countries, including Japan and China, have weighed in strongly on the 
recent Korean spat, further spreading tensions in the region. The MSCI 
Asia-Pacific ex-Japan saw a 2.37% decrease to 516.08. 
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Local equities were flat with a slight downward bias as 2Q17 results remained lackluster, aggravated by continued weakness 
in the Philippine Peso. Meanwhile, local fixed income securities rallied on geoplitical risks in North Korea despite stronger 
inflation data and weaker gross international reserves. The Peso weakened as investors flocked to safe haven assets. 
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 The Philippine peso lost ground last week amid escalating geopolitical 
tensions between the United States and North Korea. The spat between 
the two countries spilled over to financial markets, causing market 
players to drop riskier assets. The USDPHP closed at 50.980 (+1.63% 
WoW). 

 The Euro strengthened for the week following volatility in the US dollar. 
Investors flocked to safe haven assets after threats between the United 
States and North Korea began, causing the Euro to trend lower initially. 
However, disappointing US inflation data dragged the greenback down, 
resulting in a slight recovery in the Euro. The EURUSD closed at 1.1821 
(+0.41% WoW). 

 The PSEi traded flat with a slight downward bias (-0.06% WoW) as 
investors parsed through moderate 2Q17 earnings results. Continued 
weakness in the Philippine Peso in light of rising geopolitical risk was 
seen as a potential drag. Furthermore, investors may be locking-in 
some profit ahead of what is typically known as the ghost month. 

 SECB rose (+9.57% WoW) as investors anticipated that its  weight for 
the next MSCI rebalancing will be doubled. Furthermore, SECB also 
disclosed its partnership with ANZ Bank for cash management and ot 
her services of its institutional client base in the Philippines. URC (-
6.11% WoW) declined on the back of weak 1H17 results. URC 
delivered weak revenue growth and higher than expected advertising 
and promotions spending. Furthermore, its domestic business 
continues to look challenged, prodding downward revisions from 
analysts. 

 Key events that transpired during the week: 

 Metro Pacific (MPI) reported Php 7.8 Bn in net income for 1H17 
(+17% YoY), ahead of expectations. Power continued to drive 
earnings generation for MPI, accounting for 53% of operating 
income. However, investors are concerned of a weaker 2H as 
weather conditions may negatively affect electric and water 
distribution. 

 International Container Terminal Services Inc. (ICT) disclosed 
net income of $103.6 Mn for 1H17 (from $87.3 Mn in 1H16). 
Higher average yield per TEU and one-offs supported the earnings 
growth.  

 Local fixed income yields  fell as investors panicked over tensions 
in North Korea. Escalation in the war of words between North Korea's 
Kim Jong Un and United States President Donald Trump fueled 
speculation of Nuclear conflict in Asia. Local data suggesting a 
pick-up in inflation and weaker foreign exchange buffer went largely 
ignored in favor of the global backdrop. The 10YR yields fell 32.5 bps 
WoW to close at 4.64% while the 2YR yields rose 1 bp WoW to close 
at 3.64%.   

 Key events that transpired during the week: 

 Gross International Reserves (GIR) for July fell to $80.79 Bn; 
with decline due to outflows from the BSP's forex operations and 
payments for the government's maturing foreign obligations.  

 President Duterte signed the Universal Access to Quality 
Tertiary Education Act which guarantees free tuition and other 
fees for the 112 state and local colleges. Initial cost estimates for 
the bill amount to Php 20 - 100 Bn p.a. 
 


