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 US Treasury yields fell on expectations of slower interest rate hikes from 
the Fed. The Fed’s minutes showed a divide within the committee, with 
some determined to raise interest rates and others more cautious amid 
low inflation. In general, investors purchased more securities as the 
probability of tightening went down. On average, yields fell 3.52 bps with 
the 10-year falling to 2.273%. 

 German bunds ended with a downward bias as investors stayed in risk-
off mode despite strong economic data, due to the high political risk in the 
Eurozone. Yields went down by an average of 3.40 bps. Meanwhile, 
Japanese government bond yields were flat as investors continue to 
monitor the tensions around North Korea. Yields went up by 0.13 bps on 
average. 

  Key events that transpired during the week :  

 The US Fed minutes for September were released, which showed 
that inflation has been slow to rise, but that a 2017 rate hike is still 
likely . 

 Germany industrial production was at 4.2% YoY (vs. consensus of 
2.9%) while exports were at 3.1% MoM (vs. consensus of 1.1%) 

Global oil prices recovered as investors took note of Saudi Arabia's early 
moves to secure a production cut extension by November 30, which was 
backed by Russia. The current production cut will last until March 2018, but 
may be extended to cover that entire calendar year. On the other hand, US 
production continues to be high in the US, while inventories are relatively lower 
as the driving season came to a close. The wide WTI and Brent spread 
continues to encourage demand for US oil, boosting exports. WTI rose by 
4.38% WoW to USD51.45/bbl while Brent climbed  by 2.79% WoW to 
USD57.17/bbl.  

Global equity markets were boosted by strong fundamentals and economic data, especially around trade, coming into the 
earnings season. Yields fell in the US and Eurzone on the back of rising political risk and lower-than-expected inflation figures, 
which cast some doubt on the expected rate hikes. Japanese bond yields were flat, on the other hand, maintaining their level as 
investors keep an eye on North Korea. Oil prices rose as Saudi Arabia made moves to extend the OPEC production cut. 

 US equities closed higher after policy makers took a more cautious 
tone on interest rate hikes, and as investors prepared for earnings 
season. The minutes of the Fed’s September meeting saw officials 
expressing their concerns on low inflation. CPI numbers late in the 
week supported their reservations on another rate hike and prompted 
risk-on sentiment from investors. The DJIA closed at 22,871.72 
(+0.43% WoW) while the S&P 500 was at 2,553.17 (+0.15% WoW). 

 European equities inched higher as funds continued to flow in the 
region (except in Spain) on the back of better fundamentals 
outweighing political risk. On the other hand, sell-off in Italian banks 
due to prospects of tighter regulations tempered gains. The MSCI 
Europe moved to 132.12 (+0.49% WoW). 

 Asian shares were up as trade data from China suggesting the 
economy's healthy pace of expansion supported confidence in the 
region. The MSCI Asia Pacific ex-Japan gained 2.10% week-on-week 
to close at 550.19.  
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The local stock market and local fixed income securities rallied despite risks arising from weak foreign direct investments and 
a decline in the favorability ratings for President Duterte. Meanwhile, the PHP weakened due to strong US economic data. 
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 The Philippine peso weakened versus the dollar as economic data 
in the US continues to be stronger than expected. Meanwhile, 
weaker favorability ratings for President Duterte may be contributing 
to the weakness of the currency as reform policies may be at risk. 
The PHP fell 0.47% WoW to close at 51.390. 

 The Euro was relatively flat versus the US dollar as investors saw 
no reason to shift back to the greenback. With Spain’s firm stance 
against Catalonia, and less-than-convincing economic data from the 
US, the Euro remained positive against the dollar week-on-week to 
close at 1.1820, up 77%. 

 

 

 The Philippine Stock Exchange index (PSEi) closed the week at an 
all-time high in spite of weak net foreign direct investments and 
declining favorability ratings for President Duterte. The PSEi may be 
positively affected by passive foreign flows as the rest of emerging 
markets continue to rally. The PSEi closed at 8,447.94 (+1.65% WoW). 

 The top gainers for the week were the index leaders such as BDO 
Unibank, Inc. (PSE ticker: BDO) which rose 7.50% WoW, Ayala 
Corporation (PSE ticker: AC) which rose 5.52% WoW, and SM Prime 
Holdings (PSE ticker: SMPH)  which rose 5.34% WoW. Meanwhile, 
Semirara Mining and Power Corporation (PSE ticker: SCC) sold off on 
profit-taking. 

 Key events that transpired during the week: 

 In a disclosue to the Philippine Stock Exchange, Ayala Land, Inc. 
(PSE ticker: ALI) confirmed that SIAL CVS Retailers (a joint 
venture between ALI and SSI Group, Inc.) is currently exploring 
various options intended to strengthen and grow the business of 
Philippine FamilyMart CVS, Inc. 

 In a disclosue to the Philippine Stock Exchange, SM Prime 
Holdings, Inc. announced that it will open its newest mall in 
Tuguegarao on Thursday, October 12. This is the first SM mall in 
the Cagayan Valley Region and counts as the company's 65th mall 
in the country. 

 In a disclosue to the Philippine Stock Exchange, First Gen 
Corporation (PSE ticker: FGEN) announced its intention to 
purchase some of its USD300 million 6.5% fixed rate notes due 
2023. 
 

 Local fixed income yields fell as investors consider the implications of a 
weaker than expected hawishness in the FOMC's rate hike plans for 2018 
onward. Lower fed funds rate could strengthen the Peso, leading to lower 
inflation expectations locally which will likely to keep yields down. Ten-year 
yields fell 0.45 bps WoW to close at 4.63% while the two-year yields fell 
4.17 bps WoW to close at 3.84%. 

 Key events that transpired during the week: 

 The Institute of International Finance stated that inflows into Emerging 
Markets are expected to reach USD1.1 trillion in 2017, as compared 
to the USD0.8 trillion seen last year. As part of the identified "Asia 
Six", the Philippines is expected to benefit from these inflows. 

 In a data realease by the BSP, Net Foreign Direct Investment (FDI) 
inflows dropped to $307 Mn for July, down 37.9% YoY. The BSP 
attributed the decline to foreigners scaling down investments in 
Philippine debt that outweighed an increase in net equity capital. 


