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 US Treasury prices fell on average, as Trump supported a 3-month extension 
of the U.S. debt ceiling, abating investors' fears of a potential US government 
shutdown. Additionally, the U.S. saw a week of weaker-than expected 
economic data, mounting geopolitical tensions versus North Korea and a 
relatively dovish ECB. This encouraged a decline in US Treasury yields by 5.29 
bps WoW. The shorter-end of the curve steepened however, with 3-month and 
6-month Treasury yields ending higher at 1.0367% (+3.69 bps WoW) and at 
1.1355% (+5.39 bps WoW). 

 German bunds fell across all tenors, as the ECB remained relatively dovish, 
leaving their policy rate unchanged and delaying talks of tapering to October, 
which was in-line with market expectations. Yields fell 4.98 bps on average, 
with the 2-year yield falling 3.3 bps to -0.759% and the 10-year yield falling 6.7 
bps to 0.312%. 

  Key events that transpired during the week :  

 A European Central Bank meeting was held last Sept 7, on the agenda 
was a decision on policy rates and balance sheet tapering. 

 Nonfarm payrolls came in at 156,000 versus consensus of 180,000. 
 The Caixin China PMI Composite Index was at 52.4, the highest in 6 

months. 
 

Oil prices were up week-on-week, with the increase in prices of Brent oil 
outpacing WTI Crude, on the back of weak demand in the U.S. Meanwhile, oil 
prices remained unchanged outside of the country. Oil refineries in the US 
have been shutting down with the devastation from Hurricane Harvey and the 
impending arrival of Hurricane Irma, which put further downward pressure on 
oil demand and built up supply. WTI was up 0.40% to USD 47.48/bbl, while 
Brent was up 1.95% to USD 53.78/bbl.  

Most global equities slumped as geopolitical tensions mounted following North Korea's H-bomb tests. Yields in both US 
treasuries and in German bunds fell as Trump supported a 3-month extension of the U.S. debt ceiling and as the ECB maintained 
their dovish stance on monetary policy. Meanwhile, oil prices midly rose despite headwinds from Hurricane Harvey and 
Hurricane Irma, as demand outside the U.S. continue to outpace supply.  

 US equities sharply declined during the week, on weaker-than-expected 
economic data on unemployment, wages and nonfarm payrolls. Additionally, 
a variety of events shook the White House, with the threat of sanction 
against supporters of North Korea as geopolitical tensions mounted after the 
latter's H-bomb test and on the prospects of US economic reform after the 
3-month extension of the U.S. debt ceiling. The Dow Jones Industrial 
Average declined to 21,797.79 (-0.86% WoW) while the S&P 500 was at 
2,461.43 (-0.61% WoW). 

 European equities mildly fell during the week even as the ECB decided to 
maintain their current policy stance, which was broadly in-line with investors' 
expectation of a dovish ECB since inflation remained tepid despite economic 
data on productivity being on track. Geopolitical tensions between the U.S. 
and North Korea triggered a momentary risk-off sentiment on equities early 
on during the week. The MSCI Europe moved to 126.72, down 0.19% WoW. 

 Asian shares were mixed on upbeat economic data releases from China 
(Caixin China Composite and Manufacturing Indices), news of the U.S. debt 
ceiling extension and geopolitical tensions in the region after North Korea's 
H-bomb test. The MSCI Asia Pacific ex-Japan fell 0.02% WoW to 533.82. 
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Local equities and local fixed income securities were slightly up as investors focused on positive economic data releases and 
dovish central bank tone abroad over brewing geopolitical risks in North Korea. The peso strengthened again week-on-week, 
in-line with regional peers, as the US Dollar weakened amid dovish tones from Fed officials and increased uncertainty over 
the resignation of Federal Reserve Vice Chairman Stanley Fischer.  
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 The Philippine peso slightly strengthened versus the dollar, as the local 
inflation print for August came largely in-line with expectations at 3.1%. Also 
bolstering the peso was strong economic data releases from China 
(e.g.,PMI Composite, FX reserves). The USD/PHP closed at 50.870 
(+0.59% WoW). 

 The Euro continued to surge against the USD, despite continued 
uncertatinty on the timing of QE tapering from the ECB. Propping the Euro 
was dovish statements from several Fed officials, most notably New York 
Fed President William Dudley and Fed Governor Lael Brainard during the 
week. The resignation of Federal Reserve Vice Chairman Stanley Fischer 
further dampened sentiment on the USD. The EURUSD closed at 1.2036, 
up 1.48% WoW. 

 The PSEi ended a volatile week up +0.81% WoW. Positive investor 
sentiment from the release of strong China Composite PMI numbers, delay 
of the US debt ceiling resolution to December, and the dovish tone from the 
ECB, was slightly offset by concerns on North Korea's missile tests. Given 
the lack of local catalysts, investors are still watching for new developments 
abroad to move the market. 

 MEG rose 6.7% WoW as investors remain positive on its ability to take 
advantage of higher demand from offshore gaming operators, and demand 
for PEZA-accredited locations. MPI rose 6.5% WoW from bargain-hunting 
after it closed August down 6.5% MoM. SMC fell 3.0% following another 
debt offering from its power subsidiary SMC Global Power. 

 Key events that transpired during the week: 

 AYC Finance Ltd., a subsidiary of Ayala Corporation (PSE ticker: AC), 
finalized the terms of its $400 million callable senior perpetual USD 
bond with a coupon of 5.125%. This issuance, guaranteed by AC, 
would be the first fixed for life no coupon step-up in South East Asia.  

 Globe Telecom Inc. (PSE ticker: GLO) has partnered with EMQ, a 
Hong Kong based remittance centric technology startup, to further 
encompass the country's growing overseas Filipino worker market. This 
would facilitate a more accesible transaction as GCash has 12,000 
outlets across the country.  

 SMC Global Power, a subsidiary of San Miguel Corp. (PSE ticker: 
SMC) plans to issue up to Php 35 billion worth of fixed income 
securities, starting with an initial tranche of Php 25 billion.  
 

 Local fixed income yields declined as market participants chose to 
stay defensive amid jitters in North Korea and its possible missile 
launch over the weekend, in commemoration of the government's 
69th anniversary. Ten-year yields fell 12.8 bps WoW to close at 
4.5379% while the two-year yields declined 1.9  bps WoW to close at 
3.8404%. 

 Key events that transpired during the week: 

 The gross international reserves of the Philippines inclined to 
$81.51 billion in August from $81.07 billion in July. The swelling 
of the reserves was caused by the appreciation in the BSP's 
gold holdings and higher government foreign-currency deposits.  

 The August inflation print posted a 3 month high to 3.1% amid a 
pick-up in food and oil prices, and compounded by a weaker 
peso.  


