
27-Oct-2017 % Change

60.44 4.66%

53.90 4.72%

85.87 0.70%

Global Equities

US Treasuries German Bunds

Japanese Government Bonds

$bbl

October 30, 2017

Commodities

Brent

WTI

BBG Commodity index

This material, which is strictly for information purposes only, is for your sole use, does not constitute a recommendation or an offer to sell or a solicitation to buy any financial product. Any information is subject to change without notice and BPI is 
not under any obligation to update or keep current the information contained herein. You are advised to make your own independent judgment with respect to the matter contained in this document. No liability whatsoever is accepted for any loss 
that may arise (whether direct or consequential) from any use of the information contained herein. 
All funds managed by BPI Asset Management and affiliates are Trust and/or Investment Management Funds, which do not carry any guarantee of income or principal, and are NOT covered by the Philippine Deposit Insurance Corporation.  Past 
performance is not a guarantee of future results. BPI Investment Funds are valued daily using the marked-to-market method. 

-0.05% 

0.83% 

-0.68% 

0.45% 

0.23% 

-1.0%

-0.5%

0.0%

0.5%

1.0%

MSCI
World

MSCI
Europe

MSCI Asia
ex-Japan

DJIA S&P 500

-1.0 bps 

+1.0 bps 
+1.1 bps 

+0.8 bps 

+2.2 bps 

+2.1 bps 

0.000

0.500

1.000

1.500

2.000

2.500

3.000

3.500

3m 6m 2y 5y 10y 30y

20-Oct 27-Oct

-4.6 bps -5.2 bps 

-8.4 bps 

-6.9 bps 
-3.8 bps 

-3.2 bps 

-1.500

-1.000

-0.500

0.000

0.500

1.000

1.500

1y 2y 5y 10y 20y 30y

20-Oct 27-Oct

-3.0 bps 

-0.7 bps 
-1.5 bps 

-1.1 bps 

-0.2 bps 

-0.6 bps 

-0.500

-0.300

-0.100

0.100

0.300

0.500

0.700

3m 6m 2y 5y 10y 30y

20-Oct 27-Oct

 US Treasury yields rose as investors continued to take on more risk amid 
revived hopes of tax reform, and the ongoing speculation on the next Fed 
Chair. A sell-off in bonds occurred after news broke that John Taylor, a 
hawkish Fed Chair candidate, was favored to replace Yellen. Furthermore, 
recent strong data supported the shift out of bonds. On average, yields rose 
1.03 bps with the 10-year rising to 2.406%. 

 German bund prices rose as Catalonia remained gripped in political turmoil, 
spurring demand for safe haven assets in the EU. Yields went down by an 
average of 5.35 bps. 

 Japanese government bonds prices were up, as Asia corporate earnings 
disappointed early in the season, and investors shifted to risk-off assets. 
Yields went down by 1.81 bps on average. 

 Key events that transpired during the week:  

 The US House passed a budget blueprint on Thrusday which clears the 
way for up to USD1.5 trillion in federal deficits over the 10 years 

 The ECB announced plans to cut (by half) but also extend its bond-
buying program 

Global oil prices continued to march upward, with Brent crude breaching 
the USD60 per barrel mark, breaking two-year highs. Optimism soared on 
comments made by Saudi Arabia's Mohammed bin Salman. He 
reassured investors that the Aramco IPO would still push through, and 
that Saudi Arabia would continue to support crude oil prices in the 
medium term. While an extension of the OPEC production cut past March 
looks more and more likely, the high prices are also encouraging more 
production from US shale oil. WTI was up to USD53.90/bbl (+4.72% 
WoW) while Brent added 4.66% WoW to USD60.44/bbl.  

US and European equities outperformed Asia on strong corporate earnings and progress in key political and monetary initiatives. 
While the US saw higher yields on risk-taking, German and Japanese yields were down amid the turmoil in Catalonia and risk-off 
sentiment. Oil prices continued to rise on positive sentiment following statements from Saudi Arabia. 

 US equities were up following progress in the US tax reform, and 
strong data. The House of Representatives narrowly passed a USD4 
trillion budget in 2018, paving the way for the administration’s 
proposed tax overhaul. Moreover, investors had further reason to 
celebrate after 3Q GDP print came in stronger-than-expected. The 
DJIA closed at 23,434.19 (+0.45% WoW) while the S&P 500 was at 
2,581.07 (+0.23% WoW). 

 European equities climbed after an eventful week. The European 
Central Bank trimmed its monthly asset purchases by half but 
extended their program to at least September 2018. Additionally, the 
ECB kept interest rates at current levels. Overall, the announcement 
was seen as dovish and reinvigorated stock markets. The MSCI 
Europe moved to 132.88 (+0.83% WoW). 

 Asian equities fell as strong US earnings and sentiment pulled funds 
to the West. While Japan remained strong with good corporate 
earnings so far, the rest of Asia suffered from pessimism. The MSCI 
Asia Pacific ex-Japan lost 0.68% week-on-week to close at 546.67.   
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The local stock market declined on the back of foreign selling while fixed income securities fell on hawkish speculation regarding the 
federal reserve chairperson replacement. Meanwhile, the PHP weakened on strong US data. 
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 The Philippine peso weakened further amid strong economic data 
in the US. Moreover, the BSP reiterated that it was comfortable with 
the peso’s current level and is prepared to intervene should volatility 
take its toll. The USDPHP closed at 51.760 (+0.60% WoW). 

 The Euro weakened after dovish announcements from the ECB, and 
as political turmoil in Spain continued. Further, a number of positive 
developments from the US  caused investors to sell-off the shared 
currency and move to the greenback, driving the EURUSD down to 
1.1608 (-1.49% WoW). 

 

 

 

 The Philippine Stock Exchange index (PSEi) declined 1.48% 
WoW to close at 8,295.95 as foreigners continued to drive 
downward pressure on prices: net foreign selling amounted to 
$61.81 million. Investors have subsequently positioned for the 
upcoming 3Q17 earnings season, kicking off with the banking and 
power sector releases starting on the week of 30 October. 

 The top gainers for the week were the index laggards such as First 
Gen Corporation (FGEN) which rose 4.86% WoW, Alliance Global, 
Inc. (AGI) which rose 4.06% WoW, and Universal Robina 
Corporation (URC) which rose 3.65% WoW as investors acted on 
bargain hunting. Conversely, index leaders such as SM 
Investments Corporation (SM) and Security Bank Corporation 
(SECB) fell 4.54% and 4.26%, respectively, on profit-taking. 

 Key events that transpired during the week: 

 Rizal Commercial Banking Corporation (RCB) announced that 
it is not in talks or discussions with the Bank of the Philippine 
Islands (BPI) and BDO Unibank, Inc. (BDO) regarding the sale 
of a majority stake or any merger. 

 PLDT, Inc. (PSE ticker: TEL) deployed its fiber-powered 
broadband facilities in commercial and residential buildings in 
Bonifacio Global City. For this year, the company allotted 
Php38 billion for network modernization and expansion.   

 In a disclosue to the PSE, International Container Terminal 
Services, Inc. (PSE ticker: ICT) announced that it is expanding 
its port in Umm Qasr, Iraq. The expansion will increase the 
port's container handling capacity from 600k TEU to 1.2 million 
TEU in 18 months. 

 Local fixed income yields marginally rose (for the 2-year and 10-year) 
on stronger than expected US economic data and on speculation that 
John Taylor will replace Janet Yellen as the Chairperson of the Federal 
Reserve. Strong upward yields in US Treasuries may have a similar 
impact on the local bond market. Ten-year yields rose 14.57 bps WoW to 
close at 4.789% while the two-year yields rose 10.50 bps WoW to close at 
3.950%. 

 Key events that transpired during the week: 

 The BSP announced the exclusion of all loans guaranteed by 
multilateral financial institutions where the Philippine Government is a 
member of shareholder from the regulatory limits on banks' loans to 
their subsidiaries and affiliates. The policy aims to promote level-
playing field through the consistent application of regulatory limits. 

 The BSP announced its next wave of FX liberalization, which will 
simplify the registration process for investments and trading of 
foreign currencies. The BSP targets to complete a draft of the reform 
by the end of the year. 


