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 US Treasury prices ended the week slightly higher than they started it, with 
political instability in the White House, economic data releases, dovish Fed 
minutes, and a terrorist attack in Barcelona the highlights of a volatile week of 
trading. Trump's tepid response to a white-supremacist rally in Charlottesville, 
Virginia, incited a spate of resignations that saw him disband his business 
advisory councils and fire his chief strategist, Steve Bannon. A terrorist attack 
in Barcelona on Thursday also caused a flight to safe-haven assets, which 
was offset by good US consumer sentiment and retail sales data releases. 
On average, yields fell 0.46 bps WoW. However, despite the release of the 
Fed's July policy meeting minutes that suggested slower monetary tightening, 
2-year Treasury yields ended broadly higher at 1.305% (+1.14 bps WoW). 

 Investors in Europe shifted out of German bunds as geopolitical risks 
subsided, with yields rising 2.45 bps on average. Ten-year yields rose 3.20 
bps to 0.414%, and 2-year yields rose 1.20 bps to -0.703%. 

  Key events that transpired during the week :  

 The preliminary reading of the University of Michigan Consumer 
Sentiment Index came in at 97.6 for August, higher than the 
expected 94.0. 

 US Retail Sales MoM growth was at 0.6% in July, beating 
expectations of 0.3%. 

Oil prices were mixed, with Brent up and WTI down this week, as investors 
digested conflicting data. While US crude oil stockpiles continue their 
decline and Libya's production output showed some downside risk, other 
factors contributed to a lower price. These include increasing US 
production, lower Chinese demand, and slipping compliance from OPEC. 
Investors ended more bearish on US oil. WTI closed lower at USD 
48.51/bbl (-0.63%), while Brent was higher at USD 52.72/bbl (+1.19%). 

Most global equity markets declined amid geopolitical risks and as the Trump economic agenda is put in jeopardy. Asian shares 
bucked the decline on the back of improving commodity prices as the week closed. Investors continued to prefer safe-haven 
assets, bringing yields of government bonds down, except in Germany. 

 US equities fell following heightened volatility towards the end of the 
week, watering down gains posted in earlier sessions. After tensions 
between the United States and North Korea abated, domestic political 
issues took over as President Trump continued to receive criticism due 
to his inability to address disputes on racism and white supremacy. 
The Dow Jones Industrial Average fell to 21,703.75 (-0.71% WoW) 
while the S&P 500 was at 2,428.37 (-0.53% WoW). 

 European equities were flat as investors were still influenced by the 
risk-off sentiment from geo-political risks early in the week. There were 
mini rallies during the week following positive economic growth (with 
the euro area logging in YTD GDP growth of 2.2% YoY) and in-line 
inflation print, and the rally in oil prices. Investors also saw encouraging 
indicators from the bigger economies. The MSCI Europe moved to 
125.76, up 0.08% WoW. 

 Asian shares rebounded from previous week's sell-off as commodity 
prices increased, and tech stocks reported good earnings. Economic 
data releases also helped buoy sentiment with a strong GDP growth in 
Japan, inflation in India, and loan growth in China. The MSCI Asia 
Pacific ex-Japan gained 1.54% WoW to 524.05. 
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Local equities were up as investors turned optimistic on strong economic data (GDP growth, infrastructure spending, 
remittances). However, local fixed income securities fell on potential inflationary pressures, while the Philippine peso 
continued to weaken on the combination of a weaker external payments profile and stronger US economic data. 
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 The Philippine peso continued to lose ground amidst a decline in the 
balance of payments.  Furthermore, continued favorable US economic data 
(initial jobless claims, sentiment, retail sales, etc.) aggravated the Peso's 
decline. The USD/PHP closed at 51.490 (+1.00% WoW). 

 The Euro weakened against the dollar owing to data showing lower activity, 
and as market players responded to the ECB contemplating to adjust its 
forward guidance. Eurozone activity fell sharply in June as industrial 
production came in -0.6% MoM, suggesting a slowdown after the strong 
performance during the first half of the year. Currently, investors are looking 
ahead to the Jackson Hole symposium, anticipating any update on monetary 
policy. The EUR/USD closed at 1.1761 (-0.51% WoW). 

 The PSEi traded higher (+1.11% WoW) as investors turned optimistic 
on strong economic data. Strong GDP growth, infrastructure spending, 
and remittances spurred buying activity. However, continued weakness 
in the Peso and a bird flu outbreak may have suppressed further 
upside. 2Q17 corporate earnings came mostly in-line with expectations 
and investors may be waiting for new catalysts to move the market. 

 JFC rose (+8.69% WoW) despite news of a bird flu outbreak in 
Pampanga. Statements from the company suggest that it will not be 
meaningfully affected by the disease as it sources from a diverse set of 
quality controlled poultry suppliers. MEG rose (+2.93% WoW) on the 
back of favorable 1H17 earnings. MEG is tracking its goal of achieving 
PHP 12 bn in rentals for FY17. 

 Key events that transpired during the week: 

 Metro Pacific (MPI) broke ground on the R-10 section of the 
NLEX Harbor Link segment 10 (with an expected completion by 
end-2018). The R-10 spans 2.6 km, serving as the continuation of 
the 5.7-km segment 10, potentially decongesting Metro Manila by 
providing an alternative entry to NLEX that bypasses EDSA. 

 Megawide (MWIDE) disclosed that it closed a PHP 14 bn 
construction contract from low-cost housing developer 8990 
Holdings (HOUSE). The project will be its largest contract for a 
single private sector engineering and procurement project to date. 

 Double Dragon Properties Corporatin (DD) reported a 
consolidated net income of PHP 376 mn for 1H17, an increase of 
161% YoY. 
 

 Local fixed income yields  rose as investors' perception of political 
risk (US-North Korea) fell and strong economic data stoked concerns 
of inflation. Remittances, GDP, and BoP data pointed to a more 
hawkish environment for fixed income securities.  Investors may also 
be positioning for the upcoming budget balance data. Ten-year yields 
rose 35.7 bps WoW to close at 4.9918% while the two-year yields 
rose 15.7 bps WoW to close at 3.7982%. 

 Key events that transpired during the week: 

 Overseas Remittances  grew to 5.7% YoY as of June from 5.5% 
in May, outperforming consensus expectations of 5.1%. 

 Gross Domestsic Product (GDP) for 2Q17 grew to 6.5% from 
6.4% for 1Q17, outperforming consensus expectations of 6.4%. 

 Balance of Payments (BoP) fell to a $678 Mn  deficit in July from 
a $569 Mn deficit in the previos month. 


