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 US Treasury prices fell on average, as positive economic news, Trump 
call for bipartisan support to avoid political gridlock on budget discussions, 
and easing geopolitical risk resulted in significant risk-on sentiment. More 
so, the stronger-than-expected inflation print still put the December Fed 
hike on the table. These propelled the 9.41 bps rise in yields. Among the 
tenor buckets, the five-year and 10-year rose the most - rising  by 17.2bps 
and 15.2bps. respectively. 

 German bunds climbed a week before the German elections, as most 
investors price in continuity in the legislation. Angela Merkel currently 
leads the polls with 55% support. Yields inclined 9.41 bps on average, 
with the 2-year yield rising 11.83 bps to 1.3803% and the 10-year yield 
falling 15.16 bps to 2.2023%. 

  Key events that transpired during the week :  

 The Bank of England (BoE) kept interest rates steady at 0.25%. 
 US CPI YoY was at 1.9% versus consensus of 1.8%. 
 China PPI YoY came in at 6.3%, rising to a four-month high from 

5.5% previously.  
 

Global oil prices surged after the International Energy Agency of the United 
States expects the global glut to continue shrinking on the back of solid 
demand and disruptions to oil production. The agency lifted its 2017 demand 
growth projection from 1.5 million barrels per day (bpd) to 1.6 million bpd.The 
softness of the US dollar in the past few months also resulted in bullish 
sentiment towards commodities. WTI rose to USD 49.89/bbl (+5.08% WoW) 
while Brent inclined to USD 55.62/bbl (+3.42% WoW).  

All global equities rose amid stronger-than-expected inflation figures from China and the US and a rally in global oil prices. Oil 
prices rose on the back of solid demand and disruptions to oil production. Meanwhile, US Treasury yields and German Bunds 
advanced following heightened geopolitical tensions in North Korea and jitters ahead of German elections, respectively.  

 US equities jumped despite downward pressure from Hurricane Irma and 
geopolitical tensions from North Korea. However, this was neutralized by 
President Trump's call for bipartisan support to Congress with regard to 
his tax reform agenda. The Dow Jones Industrial Average rose to 
22,268.34 (+2.16% WoW) while the S&P 500 was at 2,500.23 (1.58% 
WoW). 

 European equities gained after UK Prime Minister Theresa May won a 
key vote on the Brexit Legislation, allowing her party a decisive majority 
whenever new laws where to be scrutinized. The MSCI Europe moved to 
128.44, up 1.36% WoW. 

 Asian shares inched higher after strong inflation data pointed to 
continuous strength in regional demand. Chinese consumer prices rose 
1.8% (YoY) above consensus of 1.6% due to strong electricity demand. 
Meanwhile, Chinese producer prices advanced 6.3% (YoY), a four-month 
high, due to rising commodity prices and increasing consumer spending. 
The MSCI Asia Pacific ex-Japan grew 0.87% WoW to 533.47.  
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Local equities reached its 52-week high on the back of positive economic data releases, progress on tax reform bill passage, 
and net foreign inflows from global risk-on sentiment, which also pushed up local yields. With geopolitical risks initially 
dissipating during the week (prior to another missile launch from North Korea), and with Trump's call for bipartisan support 
on the US tax reform bill, the USD strengthened, pulling down the Peso week-on-week, in-line with regional peers.  
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 The Philippine peso weakened breaching the Php51 to USD1-level, despite 
net foreign inflows seen in the local equities market, as US Treasury yields 
rallied by 9.4bps on average which led to strengthening of the USD against 
other currencies WoW. The USD/PHP closed at 51.165 (-0.58% WoW). 

 The Euro slipped against the USD, with the latter rising during most of the 
week, as geopolitical risks between the US and North Korea seemingly 
dissipated during the early part of the week, only to be undone by renewed 
threats and another missile launch from North Korea during the latter part of 
the week. USD also benefitted from the deliberate call of Trump to avoid 
political gridlock in discussing the tax reform program boosted confidence 
towards the US economy. The EURUSD closed at 1.1945, down 0.76% 
WoW. 

 The PSEi rallied during the week to reach its 52-week high (8,180.85), rising 
1.97% WoW, as positive economic data releases (e.g., July OFW 
remittances rose 7.1% YoY) coincided with positive developments on the 
passage of the tax reform bill. Foreign fund inflows ended strong despite 
short trading week, offsetting outflows from prior week.  

 RLC led the gainers during the week, rising 8.6% WoW as investors  saw 
some value in the stock which has lagged other property stocks YTD. SCC 
managed to rise 7.9% WoW as coal prices rallied further during the week, 
offsetting any potential negative impact from the 300% stock dividend 
announced last August.  

 Key events that transpired during the week: 

 SM Prime Holdings, Inc. (PSE Ticker: SMPH) plans to open its first 
premier mall in one the largest provinces in the Philippines, the SM City 
Puerto Princesa in Palawan on September 15. The new mall will add 
54,000 sq. m. in gross floor area (GFA), bringing the company's total 
retail space in the Philippines to 7.9 million sq. m.  

 Abotiiz Power Corporation (PSE ticker: AP) aims to make a bid for 
the Masinloc plant located within Zambales. According to Antonio R. 
Moraza, AboitizPower President and Chief Operating Officer, they are 
currently evaluating the plant and anticipates the bid to be formed 
within 2017.   

 Average basic charge of Maynilad Water Services, Inc., a subsidiary of 
Metro Pacific Investments Corp. (PSE Ticker: MPI), would increase 
by 9.89% (an additional Php3.41/cu.m. to the 2017 average basic 
charge of Php34.51/cu.m) once the RTC would order the 
implementation of the Final Award in the MWSS Arbitration.  
 

 Local fixed income yields declined on average during the week by 
69bps, but was driven mostly by the 44bps decline in the six-month 
tenor. Excluding this tenor, rates on most tenor buckets rose, tracking 
movements in US Treasuries. The risk-on behavior on the local stock 
market also started affecting the fixed income space. Ten-year yields 
rose 2.5 bps WoW to close at 4.5631% while the two-year yields 
jumped 3.8  bps WoW to close at 3.8786%. 

 Key events that transpired during the week: 

 The Bangko Sentral ng Pilipinas reduced the size of its weekly 
term deposit offer on the 28-day term to Php110B after 
consecutive underwhelming demand during recent offers. 

 According to the Bangko Sentral ng Pilipinas (BSP), foreign 
portfolio investments produced a net outflow of $57.51 million as 
of August 2017. This was contrary to the $206.47 million net 
inflow reported in the previous month.  


