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 US yields rose following the release of upbeat data on inflation and 
unemployment, as well as hawkish comments regarding a continually 
strengthening US economy from Federal Reserve Chair Yellen, which signals 
that the Fed is on track towards policy normalization. On average, yields rose by 
1.48 bps, led by the belly, with the 5-year rising by 4.91bps to 2.113%. 

 German bunds fell amid lower-than-expected Eurozone inflation print (actual at 
0.9%; consensus at 1%). Furthermore, a delay in the passage of the US tax 
reform bill pushed back expectations of further policy tightening in the near 
term. Yields on the longer end fell the most, with the 10-yr falling 5.5 bps to 
0.305. 

 Japanese government bonds rose as traders positioned ahead of the 40-year 
JGB bond auction on Tuesday, taking a more cautious stance amid concerns 
over the BOJ's decision to trim its purchase of 25 to 40 year JGBs last Friday.   

       Key events that transpired during the week:  

 Jerome Powell confirmation hearing as new Fed Chair last Tuesday.  
 US 3Q GDP at 3.3% vs mkt est. of 3.2%.  
 Senate Budget Commitee approved the Republican Senate's tax plan.  

Global oil prices were marginally flat despite a deal between OPEC and 
non-OPEC countries to reduce oil output by 1.8 million bpd by the end of 
2018. The supply cut initially led to an increase in oil prices, however, US 
shale producers saw this as an opportunity to ramp up production to 
increase their market share. WTI fell to USD58.36/bbl (-1.00% WoW) 
while Brent lost 0.20% WoW to USD63.73/bbl. 

 US equities edged higher following the successful passage of the US 
tax reform bill in a 51-49 vote by the Senate. The bill includes 
provisions on corporate and temporary individual tax cuts, with a 
potential to generate $1.4 trillion in additional revenue for the next 10 
years. The DJIA closed at 24,231.59 (+2.86% WoW), while the S&P 
500 closed at 2,642.22 (+1.53% WoW). 

 European equities slipped on escalating developments in the probe 
over Russia's involvement during the prior US elections. President 
Trump's former National Security Adviser, Michael Flynn, looks to 
testify against him. The MSCI Europe slid to 129.55 (-0.70% WoW). 

 Asian equities slumped amid profit-taking and fears over another 
intercontinental ballistic missile by North Korea. The MSCI Asia 
ex-Japan ended at 552.56 (-2.81% WoW). 

Global equities ended mixed, with US equities edging higher on positive sentiment over the US tax reform bill, while both European 
and Asian stocks slumped on geopolitical tensions. Meanwhile, yields also ended mixed on diverging fiscal policies of the Fed, ECB 
and the BOJ. Oil prices remained flat despite the OPEC's decision to extend production cuts as the increased production by US shale 
oil producers tempered the supposed surge in prices. 
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The local stock market declined as foreign investors shift to global markets following the passage of the Republican's version of the 
US tax reform bill, while local fixed income yields rose as investors digested the progress on the Philippines' Tax Reform 
Acceleration and Inclusion Act (TRAIN). Meanwhile, the Philippine peso strengthened owing to the weakness of the US dollar, while 
the Euro fell due to tepid Eurozone November inflation. 
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 The The Philippine peso strengthened slightly (+0.69% WoW) 
but faced slight volatilities midweek. The dollar continued to 
weaken on developments in the probe into Russian involvement 
in US elections. The peso closed at 50.37. 

 The Euro declined amid tepid Eurozone inflation. The CPI Core 
posted a year-on-year increase of 0.9%, weaker than the 
expected 1.0%. The EUR/USD pair fell to 1.896 (-0.31% WoW).  

 

 The Philippine Stock Exchange Index (PSEI) declined 2.64%, as 
foreign investors poised to take out liquidity amid approval of US 
tax reform. Moreover, the possibility of heightened regulatory risk 
in some industries due to the passage of the Philippine tax reform 
pulled down stock prices. 

 The week's top gainer was Petron Corporation (PCOR) which 
rose 4.80% WoW, as oil prices rose on the OPEC's decision to 
extend production cuts. Robinsons Land Corporation (RLC) rose 
4.52% following its rights offer. Meanwhile, PLDT (TEL) fell 7.69% 
WoW over concerns on a 3rd player entering the 
telecommunications industry, with the prospects of local 
companies such as PT&T partnering with a foreign telco. 

 Key events that transpired during the week: 

 Metrobank (PSE Ticker: MBT) stated that sanctions imposed 
on directors and officers involved in the PHP 1.75-bn fraud 
incident ranged from reprimands to outright suspension. 
Suspended individuals included Metrobank president Fabian 
Dee and PS Bank president Vicente Cuna. 

 Globe Telecom Inc. (PSE Ticker: GLO) inked a 7 billion term 
loan facility with Land Bank of the Philippines to finance its 
capital expenditure (CAPEX) target of US$850 million. The 
CAPEX allocation would be used  mostly to fund its 
data-related projects. 

 Local fixed income yields rose led by the long end of the curve 
following progress on the Philippine's Tax Reform bill. On average, 
yields went up by 4.7 bps with the 10-year rising 16.35 bps WoW 
to close at 5.7039%  

 Key events that transpired during the week: 

 The Senate approved its vesion of the proposed tax reform 
bill on third and final reading. Under the Senate-approved 
package, 60% of incremental revenues will go to the 
infrastructure program, 27% to social protection programs, 
and 13% to military modernization programs. 

 The Department of Economic Research's forecast for 
November inflation ranges from 2.9-3.6% on the back of rising 
oil and electricity prices, which is well within the BSP's target 
range of 2 to 4%. 


