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 US Treasury yields ended the week flat with a slight downward bias. 
Strong demand for 5-year Treasury notes and continued risk-off 
sentiment drove yields lower earlier in the week. However, positive 
economic data helped bring back investors’ appetite for risk ahead of 
the weekend.  On average, yields fell 0.11 bps, with the 10-year falling 
0.02 bps to 2.1657%. 

 Investors flocked to German bunds as geopolitical risks continued to 
drive market sentiment. However, yields recovered late in the week 
following positive data on the labor market. Germany reported its lowest 
jobless rate in August at 5.7%. On average, yields fell 0.05 bps, with the 
10-year falling 0.10 bps  to 0.3790%. 

  Key events that transpired during the week:  

 US August nonfarm payrolls rose 156K, U3 jobless rate rises to  
4.4%, and average hourly earnings added 0.1% MoM / 2.5% YoY 

 Eurostat's August inflation forecast at 1.5%, up from 1.3% in July 
 China's official manufacturing PMI up 0.3points to 51.7 in August 

Oil prices continue to move in opposite directions, with the spread between 
Brent Crude Oil and WTI Crude Oil growing to more than USD 5/bbl. The drop 
in WTI is expected given that over 20% of US refining capacity shut down in 
response to Hurricane Harvey, resulting in lower demand for US crude oil. On 
the other hand, Brent crude continues to rise on the back of a closing 
oversupply. Shipments out of the US have been stalled due to the hurricane, 
hence importers are looking for other sources of oil, driving up global prices. 
WTI was down 1.21% to USD 47.29/bbl, while Brent was up 0.65% to USD 
52.75/bbl.  

Despite geopolitical risks, global equity indices were up, driven by investor speculation on a slowdown of monetary policy 
tightening. US and German yields declined early in the week as North Korea's missile tests drove risk-off sentiment, but good 
economic data saw yields ending flat WoW. Hurricane Harvey continues to widen the spread between Brent and WTI crude oil. 

 US equities inched to record highs as September dawned with 
investors treating pullbacks as buying opportunities so major indices 
avoided pronounced corrections despite geopolitical risks. The 
nonfarm payrolls report came in softer than expectations and fanned 
hopes of the Fed putting brakes on its monetary policy tightening. The 
Dow rose to 21,987.56 (+0.80% WoW), and the S&P 500 closed at 
2,476. 55 (+1.37% WoW). 

 European equities rebounded amid ECB worries that the sharp 
strengthening of the currency could hurt exports, and thus there is 
potential for the accomodative monetary policy to continue. The MSCI 
Europe moved to 126.96, up 0.54% WoW. 

 Asian shares managed to log in gains despite investors' 
cautiousness ahead of the US employment data that could hint on the 
direction of monetary policy, and market liquidity. In China, forward 
indicator showed a rebound in the manufacturing sector. The MSCI 
Asia Pacific ex-Japan gained 0.45% WoW to 533.96. 
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Local equities traded flat with a slight downward bias as economic data and corporate activity remained muted during the 3-
day work week. However, local fixed income securities rose in light of risk-off sentiment driven by rising risk of military action 
in North Korea. The peso weakened week-on-week, driven by risk-off sentiment. 
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 The Philippine peso weakened as investors continued to prefer safe 
haven currencies on persistent geopolitical tensions, driving the peso 
lower for the week. Moreover, the Jackson Hole meeting provided no 
reprieve for US doves, contributing to the peso’s depreciation relative to 
the dollar. The USDPHP closed at 51.170, up 0.18% WoW. 

 The Euro strengthened on the back of positive economic data. Eurozone 
inflation came in better-than-expected, mostly driven by energy prices. 
Meanwhile, the unemployment rate remained unchanged at 9.1%, its 
lowest level in eight years. The EURUSD closed at 1.1861, up 0.59% 
WoW. 

 The PSEi traded flat with a slight downward bias (-0.71% WoW) as investor 
sentiment continues to be muted in light of lower trading volumes and 
heightened political risk. The lack of economic news or corporate activity 
kept the market trading in a narrow band in the shortened work-week. As 
with the previous two weeks, investors may be waiting for new catalysts to 
move the market. 

 URC saw a reversal of last week's climb, as it fell 3.44% WoW due to profit 
taking, and following news of the DOF's opposition to a tiered sugar tax 
scheme. The agency stated that a tiered tax system would not promote any 
health incentives, and would also undermine the country's budget for social 
wellfare programs. On the other hand, PCOR saw an increase of 3.05% 
WoW on the back of both higher global oil prices, and the Senate's 
hesitation to increase fuel tax in exchange for lowering sugar tax. 

 Key events that transpired during the week: 

 Megaworld Corporation (PSE ticker: MEG) is set to introduce its 14th 
lifestyle mall located in Southwoods City. According to Kevin Tan, SVP 
and Head of Megaworld Lifestyle Malls, the mall will be catering mostly 
to people residing in the south. 

 Aboitiz Power (AP) disclosed that GN Power Mariveles Coal Plant Ltd 
Co, 66% owned by AP and 17% owned by AC Energy, signed a USD 
800-mn note facility with various banks to refinance its loans. BDO 
Capital was the solitary lead arranger of the facility.  

 Security Bank Corporation (SECB) board of directors approved the 
issuance of up to PHP 20 bn in Long Term Negotiable Certificates of 
Deposit (LTNCD), subject to regulatory approval.  
 

 Local fixed income yields were down as investors flocked to safe 
haven assets in light of rising political tensions between North Korea 
and the coalition of United States, South Korea, and Japan. North 
Korea's continued provocations have raised the risk of military action, 
especially after a ballistic missile test over Japanese territory.  Ten-
year yields fell 31.9 bps WoW to close at 4.6663% while the two-year 
yields rose 4.7 bps WoW to close at 3.8589%. 

 Key events that transpired during the week: 

 The BSP cut the auction volume of its 28-day term deposit 
facility to Php 110 Bn from Php 140 Bn. The BSP maintains its 
view of ample liquidity and sustained economic growth. 

 According to the BSP, bank deposits rose 14% in 1H17, 
amounting to Php 11.01 Trn. Peso and Foreign Currency 
Denominated Deposits grew by 14% and 14.5%, respectively. 


