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 The US Treasury yield curve flattened after an eventful week. The Federal 
Reserve hiked interest rates by 25 bps during their policy meeting. Moreover, 
they reiterated three rate hikes in 2018 and gave a positive outlook on the 
overall economy. The 2-year rose 4.13 bps to 1.836% while the 10-year fell 2.30 
bps to 2.353%. 

 German bunds were mostly flat this week as investors awaited the release of 
CPI data on the 16th. However, bund prices saw a jump on the last trading day, 
immediately after the ECB announced that it would continue its debt-buying 
operation beyond September 2018 if needed. 10-yr yields fell 0.6 bps to 
0.301%, while yields fell 0.97 bps on average across the curve. 

 Japanese government bonds also rose as the Bank of Japan plans to reduce 
government bond sales in 2018, until inflation becomes stable above 2%. Japan 
bond yields fell 0.5 bps on average, WoW.   

       Key events that transpired during the week:  

 The US Fed hiked benchmark rates by 25 bps to 1.50% to 1.25%. 
 The US Industrial Production is up 0.2% MoM (consensus is +0.3%). 
 Germany CPI is up 1.8% YoY (consensus estimate is +1.8%). 

Global oil prices were flat with a downward bias, similar to last week's 
movement, as catalysts for price change remain uncertain. Investors 
continue to poise for 2018, watching key factors such as expected shale 
oil production, OPEC compliance, and the Saudi Aramco IPO. Iraq, a 
laggard in terms of compliance, has just begun repairing its largest 
refinery after a three-year conflict with ISIS. Brent crude fell 0.27% to 
USD63.23/bbl, while WTI crude fell 0.10% to USD57.30/bbl. 

 US equities surged following the Federal Reserve’s two-day policy 
meeting. Among the highlights of the meeting were the much 
expected rate hike and a boost in GDP forecast to 2.5% from 2.1% 
previously. Furthermore, sentiment towards Trump’s tax package 
bolstered stocks higher to end the week in record territory. The DJIA 
closed at 24,651.74 (+1.33% WoW) while the S&P500 was at 
2,675.81 (+0.92% WoW). 

 European equities traded sideways eventually ending lower 
week-on-week. The Fed rate hike, concerns over US tax reform, and 
the ECB's below-expectation inflation target weighed down the 
market. The MSCI Europe Index closed the week at 131.14 (-0.23% 
WoW). 

 Asian equities rose as markets tracked Wall Street gains amid a lack 
of regional catalysts. The week's gains were partially reversed on the 
last trading day due to developments in the US tax reform bill. The 
MSCI APxJ index closed at 553.90 (+0.78% WoW). 

Global equities were mostly higher following the US Fed's decision to hike interest rates and progress on US tax reform, except for 
Europe where stocks suffered after the ECB's disappointing inflation forecasts. The various central bank meetings saw a fall for 10-
year yields in the US, Germany, and Japan, boosting bond prices. Meanwhile, crude oil continues to trade flat toward the end of 2017. 
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The local stock market ended flat with a slight upward bias as investors awaited more details regarding the final version of the first 
package of the local tax reform program. Meanwhile, local fixed income yields increased and the Philippine Peso strengthened as 
concerns of inflation momentum rose.  
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 The Philippine peso strengthened marginally. The decline from 
a record-high trade defitcit was offset by the results of the US 
senatorial elections. The USDPHP was at 50.445, -0.11% week-
on-week. 

 The Euro weakened versus the US dollar as the ECB kept 
interest rates low, and suggested that the Eurozone was not yet 
strong enough to end monetary stimulus. The EURUSD closed 
at 1.1749, -0.20% week-on-week. 

 

 The Philippine Stock Exchange Index (PSEI) ended flat with a 
slight upward bias (+0.39% WoW), bucking trends in global 
markets, as investors await the final details of the tax reform 
package. Key industries such as auto, banking, consumer, and 
retail would likely be significantly affected by proposed changes. 

 This week's top gainer was GT Capital Holdings, Inc. (PSE 
Ticker: GTCAP) which was up 8.17% WoW as the proposed 
increase in automombile excise taxes were seen as likely to be 
reduced in the final version of the tax reform package. Meanwhile, 
Semirara Mining and Power Corporation (PSE Ticker: SCC) fell 
5.01% WoW as the inclusion of an increase in coal excise taxes in 
the tax reform package depressed investor preference for mining 
stocks.  

 Key events that transpired during the week: 

 San Miguel Corporation (PSE Ticker: SMC) confirmed 
through a disclosure with the PSE that the SEC approved the 
application of SMC Global Power Holdings Corp. for a shelf 
registration of fixed rate bonds worth Php 35 billion. 

 Aboitiz Power (PSE ticker: AP) secured a loan for the 
construction of the second unit of GNPower Dinginin's USD 
1.7bn, 2×668 MW-power plant in Bataan. GNPower Dinginin is 
a Philippine limited partnership between AP (through Therma 
Power), AC Energy, and Power Partners Ltd. 

 Local fixed income yields rose led by the short end of the curve, 
as economic indicators (e.g. remittances, consumer sentiment, 
etc.) point to continued upward inflationary pressures. On average, 
yields went up by 7.2 bps with the 10-year rising 10.50 bps WoW 
to close at 5.685%  

 Key events that transpired during the week: 

 Fitch Ratings raised the Philippines' sovereign credit rating to 
BBB, with expectation that GDP growth would remain strong 
at 6.8% in 2018.  

 October inward overseas remittances rose 8.4% YoY to USD 
2.28 bn, below consensus forecasts of 9.6%. Total 
remittances from January to October 2017 rose 4.2% YoY to 
USD 23.06 bn, with the BSP expecting a year-end figure of 
USD 28bn. 


