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 All the progress and news surrounding the US tax bill caused US 
Treasuries to lose ground as investors moved to risky assets. The US 
Treasury yield curve steepened with the 10-year rising 12.8 bps to 2.481% 
and the 2-year rising 5.48 bps to 1.891%. 

 German bunds yields rose due to hawkish central bank sentiment and thin 
trading. Bunds were also sold off before the last day of ECB bond buying in 
2017 and the Catalonia regional elections. The yield curve rose 11.0 bps 
on average, led by 30-yr yields, which ended at 1.240% (+14.0 bps WoW). 

 Japanese government bonds were flat, as a decline in most tenors, 
which tracked the decline in global bond prices, was offset by demand for 
short-tenor securities, supported by muted inflation expectations as the 
BOJ kept its policy rate unchanged. On average, yields fell 0.35 bps. 

       Key events that transpired during the week:  

 The US initial jobless claims for Dec 16 is up to 245k from 225k 
previously. 

 The US annualized QoQ GDP is 3.2% down from 3.3% last period. 
 Germany's IFO Business Climate index was 117.2 down from 117.5. 

 

 Global oil prices rallied on the back of falling global inventories, high 
compliance with output cuts, and rising demand. Prices were also 
supported by news of slowing US oil rig expansion and the shutdown 
of the North Sea's Forties Pipeline System earlier this month, with 
repairs expected to be complete by Christmas. Brent crude rose 
3.19% WoW to USD 65.25/bbl, while WTI crude gained 2.04% WoW 
to USD 58.47/bbl. 

 US equity indices ended higher for the fifth straight week. Stock 
markets rallied due to expectations of tax cuts amid progress in the 
US tax bill, President Donald Trump signed the bill into law late in the 
week. Aside from the tax bill, little data was available for digestion as 
the year comes to an end. The DJIA closed at 24,754.06 (+0.42% 
WoW) while the SPX was at 2,683.34 (+0.28% WoW). 

 European equities traded sideways eventually ending higher 
week-on-week. The positive impact of the progress on US tax reforms 
outweighed the drag caused by disappointing German economic data 
and fears arising from the separatist movement's win in Catalonia's 
parliamentary elections. The MSCI Europe index closed at 131.81 
(+0.51% WoW). 

 Asian equities rose as markets positively reacted to the 
developments of US tax reforms. Benchmarks appeared to track 
gains stateside amid lack of regional catalysts. The MSCI APxJ Index 
closed at 562.38 (+1.53% WoW). 

Global equities ended higher on the back of the passage of the US tax reform program. The move to riskier assets, together with 
hawkish central bank officials and thin trading, saw most fixed-income yields rise. Meanwhile, crude oil rallied, supported by falling 
global inventory and rising demand. 
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The local stock market ended flat with a slight upward bias despite the passage of the first package of the government's income tax 
reform program over concerns of revenue dilution. Similarly, the Philippine peso strengthened on the back of the government's 
demonstrated ability to execute priorities with respect to economic reform. Meanwhile, local fixed income yields increased as 
investor positioned for higher policy rates in 2018. 
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 The Philippine peso strengthened on progress of local tax 
reform as President Duterete signed the first package of the bill 
into law. The USD/PHP closed at 50.140, -0.61% week-on-
week. 

 The Euro strengthened despite the US tax bill being signed into 
law. The greenback failed to gain traction as most investors 
stayed wary of the actual impact of tax reform on the dollar. The 
EUR/USD closed at 1.1862, +0.96% week-on-week. 

 The Philippine Stock Exchange Index (PSEi) ended flat with a 
slight upward bias (+0.11% WoW) on the back of the passage of 
the much-anticipated first package of the income tax reform 
program. Investor concern over government revenue dilution may 
have capped the upside of this event. 

 This week's top gainer was Aboitiz Equity Ventures, Inc. (PSE 
ticker: AEV) which was up 7.70% WoW on the back of bargain 
hunting and news of its participation in the 'super' consortium 
aiming to rehabilitate, operate, and maintain the Ninoy Aquino 
International Airport. LT Group, Inc. (PSE ticker: LTG) was up 
5.26% WoW on better clarity with respect to tobacco excise taxes. 

 Meanwhile,  BDO Unibank, Inc. (PSE Ticker: BDO) fell 2.17% 
WoW as investors took profits from BDO's highs of PHP 
157/share. 

 Key events that transpired during the week: 

 San Miguel Corporation (PSE ticker: SMC) acquired 
Masin-AES Pte. Ltd. through its 100% owned subsidiary SMC 
Global Power Holdings Corp. Masin-AES owns and operates 
over 600 MW of baseload capacity. 

 Petron Corporation (PSE ticker: PCOR) is currently 
reviewing plans to double its refinery capacity (from 180k bpd 
to 360k bpd). This could be divided into two equal increases of 
90k bpd each, with a total cost of USD 5 bn. 

 Local fixed income yields marginally rose amid light trading as 
investors positioned for more rate hikes in 2018. The curve 
flattened, with the 1-yr up 5.88 bps compared to the 20-yr which 
fell 26.18 bps. On average, yields went up by 6.0 bps with the 10-
yr rising 14.19 bps WoW to close at 5.827%. 

 Key events that transpired during the week: 

 The Philippines' overall balance of payments in November 
2017 amounted to a deficit of $44 million, below the $1.7 
billion deficit recorded in the same month last year.  

 The Development Budget and Coordination Committee 
released an estimate that the tax reform bill will generate only 
PH P82.3 bn, compared to the PHP 120 bn projected by the 
DOF. The government has reduced its spending plan by 1.5% 
(down to PHP3.31 trillion), according to economic managers. 


