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 US Treasury prices rose sharply on higher-than-expected US inflation at 
1.9%. Additionally, the Fed was more hawkish-than expected, looking into a 
further tightening of monetary policy even as the Fed plans to begin the 
unwinding of its balance sheet in October. Yields rose by 2.81 bps on average, 
with the 2-year and 5-year rising the most by 5.07 bps and 5.59 bps. 
respectively. 

 German bunds climbed, mirroring the rise in US Treasury yields as the Fed 
announced the unwinding of its balance sheet in October. More hawkish-than-
expected statements from the Fed on a December rate hike are fueling 
hawkish sentiment, as the ECB is also due to announce the timing of the 
unwinding of its own balance sheet. Yields inclined 2.25 bps on average, with 
the 2-year yield rising 1.8 bps to -0.682% and the 10-year yield rising 1.4 bps to 
0.447%. 

  Key events that transpired during the week :  

 The Federal Reserve, Bank of Japan and Bangko Sentral ng Pilipinas held 
their monetary policy meetings last Thursday (Sept 21) 

 The Organization of Oil Exporting Countries (OPEC) held a meeting to 
discuss about further production cuts in Vienna last Friday (Sept 22) 

 Germany's national elections were held last Sunday (Sept 24) 

Global oil prices continued to surge, rising to an eight-month high  as traders 
priced in potential production cuts from Iraq while ignoring  disappointing data 
on US crude inventory data. Crude inventories were up for a third straight 
week (+4.6 million barrels), exceeding market expectations of 3.5 million barrel 
increase. WTI rose by 1.54% WoW to USD50.66/bbl while Brent inclined much 
higher to USD 56.86/bbl (+2.23% WoW).  

All global equities rose as the Fed took a decisive stance on its monetary policy, however, gains were capped as the Fed was 
more hawkish-than-expected. Additonally, geopolitcal tensions arose with the US imposing fresh sanctions versus North Korea 
over its missile launches. Oil prices continue to rise on the back of solid demand, with supply hampered by a 
slower-than-expected rise in the number of US oil production rigs.  

 US equities rose as the Fed took a decisive stance over the timing of the 
unwinding of its balance sheet, with $10bn monthly bond reductions 
starting in October. However, gains were capped as the Fed was more 
hawkish-than-expected since despite this move, the Fed members 
continue to push for a December rate hike even as inflation remains below 
its 2% target. The Dow Jones Industrial Average rose to 22,349.59 
(+0.36% WoW) while the S&P 500 was at 2,502.22 (+0.08% WoW). 

 European equities gained on better-than-expected economic data on 
Eurozone inflation and German PPI. Investors were also pricing-in 
Merkel's win on the highly anticipated German elections last Sunday. The 
MSCI Europe moved to 129.33 (+0.69% WoW). 

 Asian shares were relatively flat as investors took a cautious stance on 
the Fed's monetary stance. As the Fed remained hawkish, investors 
continued to be more bullish on US equities than EM assets. We also saw 
slight selling pressures in some Asian markets after the release of 
lackluster Chinese data on industrial production and fixed asset 
investments. The MSCI Asia Pacific ex-Japan was relatively flat at 538.55 
(+0.01% WoW).  
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The local bourse continued to storm higher after both local and foreign investors took significant positions after the tax 
reform package 1 passed the Senate committee's scrutiny, supported by stronger-than-expected OFW remittance and 
Balance of Payments (BoP) data.  These also resulted in significant appreciation of the Philippine peso and mixed movements 
in the local fixed income market. 
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 The Philippine peso strengthened despite increasing geopolitical 
tensions between the US and North Korea, which was then compounded 
by President Trump's announcement of fresh sanctions for companies 
that have dealings with the latter. The USD/PHP closed at 50.725 
(+0.87% WoW). 

 The Euro ended the week flat with a slight upward bias after market 
participants largely stayed on the sidelines ahead of the German 
Elections on Sunday. The EURUSD closed at 1.1951, up 0.05% WoW. 

 

 

 The PSEi rallied during the week to reach 8,218.87 (+1.23% WoW), after 
fresh OFW remittance and Balance of Payments data and the recent 
passage of the Senate Means & Ways Committee's version of the tax reform 
bill resulted in broad positive sentiment towards risk assets.   

 AGI gained the most for the week, rising 15.50% WoW as the company 
repurchased its shares. RLC continued to incline, managing to rise 3.94% 
WoW as investors continue to find value in the stock. Meanwhile, AC rose 
by 3.72% WoW as the Ayala-Pangilinan led group of companies are 
expected to bag the original proponent status of the MRT3. 

 Key events that transpired during the week: 

 Jollibee Foods Corp. (PSE ticker: JFC) is looking to bid for UK's Pret a 
Manger, which could be valued at $1 billion, and which would 
effectively tap markets from Britain, Hong Kong and New York. 
However, talks are still on the early stages.  

 Del Monte Pacific Limited  (PSE ticker: DMPL) managed to sell Sager 
Creek for $55 million. This was due to its goal of prioritizing its core 
businesses.  

 Robinsons Retail Holdings, Inc (PSE Ticker: RRHI) announced that the 
Toys "R" Us stores in the Philippines, managed by its subsidiary 
Robinsons Toys Inc, would continue to operate "business as usual" in 
the Philippines. This comes after Toys "R" Us Inc. in the US filed for 
bankruptcy protection.  
 

 Local fixed income yields ended mixed after the conclusion of the 
BSP and the FOMC meeting in the latter part of the week. The Fed 
decided to start unwinding its balance sheet while the BSP left the 
policy rates unchanged. This resulted to the steepening of the curve. 
Ten-year yields rose 5.69 bps WoW to close at 4.62% while the two-
year yields shrank 19.29 bps WoW to close at 3.6857%. 

 Key events that transpired during the week: 

 The BSP kept policy rates unchanged at 3% while raising 2019 
inflation forecasts to 3.2% from 3.1% amid rising oil prices and a 
possible adjustments to the minimum wage. 

 Government borrowings fell sharply in July, down 52.39% year-
on-year to Php 14.21 billion on the back of a decline in Treasury 
bonds issuances. However, the government has hit 82.37% of 
target as of July compared to its full year target of Php 631.29 
billion. 
 


