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 US Treasury yields rose in light of the Federal Reserve's announcement to  
unwind its 4.5 trillion balance sheet starting October. Moreover, hawkish 
comments from Fed Chair Janet Yellen and New York President Dudley 
pushed yields even higher. Yields were up 5.30 bps on average, with the 5-
year and 10-year rising the most, up 7.46 bps and 8.37 bps,  respectively. 

 German bunds ended flat with a slight upward bias as investors took profits 
after the conclusion of the German elections. Yields went up by 0.27 bps on 
average. The 2-year fell by 1.0 bps to -0.692% while the 10-year rose 1.7 bps 
to 0.464%. 

  Key events that transpired during the week :  

 The White House and Congressional Republican leaders laid out their tax 
reform bill proposal last Wednesday (Sept 27) 

 Fed Reserve Chair Yellen and Fed members Lael Brainard, Loretta 
Mester and Raphael Bostic spoke last week as part of the Fed's public 
communications schedule  

 Eurozone's Core CPI was at 1.1% YoY (consensus: 1.2%) 

Global oil prices continued to rise, with OPEC nations' stronger compliance 
with the output cut agreement. Meanwhile, the tensions caused by the Kurdish 
vote to separate from Iraq put pressure on supply by disrupting the flow by 
~500,000 bpd. Investors largely ignored the rise in US crude oil production for 
the week, which inched up to 9.55mn bpd; and the additional 6 oil rigs. WTI 
rose by 1.99% WoW to USD51.67/bbl while Brent inclined much higher to USD 
57.54/bbl (+1.20% WoW).  

Most global equities rose on the back of renewed optimism for a Trump reflation trade, and a successful fourth term win for 
Angela Merkel as Chancellor of Germany. Asian equities declined following country-specific news. Meanwhile, yields for US 
Treasuries and German bunds were buoyed by the Fed's decision to unwind its $4.5 trillion balance sheet.  

 US equities rose after fresh steps were taken towards the overhaul of the 
tax system with President Trump's tax reform. However, this was 
neutralized by fears of the proposal developing an even wider budget 
deficit. The Dow Jones Industrial Average rose to 22,268.31 (+0.25% 
WoW) while the S&P 500 was at 2,500.23 (+0.68% WoW). 

 European equities surged on the back of Angela Merkel's fourth term win 
as chancellor of Germany. The rally comes despite possible difficulties in 
future political negotiations considering a fructured German Parliament. 
The MSCI Europe moved to 128.44 (+1.30% WoW). 

 Asian shares fell amid country-specific news, and following softer 
economic growth in India and fresh sanctions for property companies in 
Hong Kong, which led the index to its first monthly loss for the year. The 
MSCI Asia Pacific ex-Japan shed -1.63% week-on-week to close at 
538.47. 
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Local equities, fixed income yields, and the Euro fell during the week as risk-off sentiment was fueled by various geopolitical 
risk events. The Philippine peso ended relatively flat for the week, as last minute selling of the USD helped buoy the PHP. 

8,000

8,200

8,400

-40

-20

0

20

40

9/22 9/25 9/26 9/27 9/28 9/29

Total Net Foreign Flows  (USD Mn)

PCOMP
-1.33% WoW;  

Net Foreign Buying: $517.80 Mn 

3.686 
3.807 3.789 

3.500 
3.823 3.782 

4.620 4.593 4.575 4.597 4.619 4.609 

2.5

3.5

4.5

5.5

9/22 9/25 9/26 9/27 9/28 9/29

2Y PDST-R2 10Y PDST-R2

 1.1600

 1.1800

 1.2000

 50.50

 51.00

 51.50

25-Sep 26-Sep 27-Sep 28-Sep 29-Sep

USD/PHP EUR/USD

-20.51% 

-4.75% 

-4.48% 

1.75% 

2.20% 

3.13% 

-25% -20% -15% -10% -5% 0% 5%

EDC

AGI

SECB

PCOR

SM

AP

 The Philippine peso was relatively flat versus US the dollar, following 
tempered optimism for US President Trump's tax reform proposal. 
Additonally, despite huge outflows from the equities market, last minute 
selling of the USD buoyed the PHP. The USD/PHP closed at 50.815 (-
0.18% WoW). 

 The Euro weakened due to resurfacing geoplitical risks. Investors were 
cautious of tensions between the US and North Korea, a more disparate 
parliament in Germany after the elections, and ahead of the Catalonian 
referendum in Spain. The EURUSD closed at 1.814, down 1.15% WoW. 

 

 

 The PSEi slumped during the week, reaching 8,171.43 (-1.33% 
WoW), as investors took profit on risk-off sentiment. Heated 
rhetoric amplified geopolitical tensions between North Korea and 
the US. Additionally, a rebalancing of foreign fund portfolios 
occured following the removal of EDC from the MSCI Phils Index 
after its tender offer.   

 Among the top gainers is PCOR, rising1.75% for the week as it 
looks to double the capacity of its existing Bataan refinery (180k 
bpd to 300k bpd). Meanwhile, AGI fell by 4.75% WoW even as the 
company continued to buy back its shares. EDC fell by 20.51% 
WoW as foreign funds dropped its shares following the rebalancing 
after EDC's removal from the MSCI Phils Index. 

 Key events that transpired during the week: 

 International Container Terminal Services, Inc (PSE ticker: 
ICT) has signed two 25-year agreements to operate 
international ports in Motukea and Lae in Papua New Guinea. 

 Energy Development Corp. (PSE ticker: EDC) sank 20% 
day-on-day after being replaced in the PSEi with RRHI. EDC's 
free float fell significantly after its tender offer and is now below 
the regulatory requirement of the PSE.  

 Puregold Price Club Inc. (PSE ticker: PGOLD) purchased 
five supermarket stores in Negros Occidental, bolstering its 
store network in Visayas. 
 

 Local fixed income yields fell on average as investors fled towards 
safe haven assets on escalating tensions between North Korea and 
the US. The short end of the curve fell sharply, steepening the curve. 
This came after an oversubcription of a T-bill auction last week. Ten-
year yields fell 1.15 bps WoW to close at 4.61% while the two-year 
yields rose 9.64 bps WoW to close at 3.78%. 

 Key events that transpired during the week: 

 According to the Bangko Sentral ng Pilipinas (BSP), domestic 
liquidity (M3) increased by 15.4% YoY amounting to Php10.1 
trillion in August 2017. This was an increase from the 13.5% 
growth registered last July given strong demand for credit. 

 Bangko Sentral ng Pilipinas (BSP) Deputy Governor Diwa C. 
Guinigundo expects inflation to remain within the target range of 
2 to 4% for the year.  
 


