INVESTMENTS WEEKLY

Equities fall globally while bonds just flat ahead of Fed meet
26 April 2021

* Equity markets are uniformly lower on mixed macro data releases, profit taking and lingering anxiety over 2" and 3" wave Covid-19 outbreaks.
* Bonds trade sideways last week as UST expect no change in Fed rate after FOMC meeting this week. Philippine curve steepened last week.
* US manufacturing, service PMI and new home sales were good, but poverty incidence and used home sales worsen. EU April PMI also strong.
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The local equity bourse slid another -1.8% WoW to close last week at
6,378.07. Despite some progress in reducing daily new cases, which
stayed under 10,000 for a fourth consecutive day last Thursday,
sentiment still soured as multiple countries issued travel bans to and
from the Philippines. The US state department issued the warning to
Americans to stay away from 160 countries, including ours. Hong Kong,
meanwhile, banned flights from the Philippines, India and Pakistan for
14 days starting April 20. The circuit breaker was imposed to limit
COVID-19 transmission from these three countries deemed ‘high-risk’.
In other news, 1st quarter earnings season began last week with BPI,
BDO and UBP disclosing their YTD-March earnings. It's been a mixed bag
so far with index constituents BPI and BDO coming out behind and
ahead of respective full-year 2021 net income forecasts at about 20%
and 30% of annualized 2021 earnings estimates. For this week, we
expect investors to continue monitoring the rate of increase in new
daily COVID-19 cases as well as the progress of the vaccine rollouts.
Media reports highlighted more deliveries of Sputnik and Sinovac
vaccines in the coming weeks and months. For macro indicators, we
expect M3 (money supply) growth for March due out this week, as well
as corporate earnings results from MER, AP, AEV and RRHI.

It was a relatively quiet week for US markets as the Fed was on blackout
period ahead of this week's FOMC meeting. Yields remained below the
1.60% level amidst some equity market corrections and reports of
Biden's capital gains tax plans. 10Y yields closed the week sideways at
1.56% levels while ROP spreads hovered at the +50bps area. The
Philippines issued EUR-denominated bonds in the 4Y, 12Y, and 20Y
tenors (around $2.5bn), though markets still anticipate a potential USD
bond offering in Q2 or Q3.

The local yield curve steepened WoW as 3Y yields finally broke 2.70%
(touching as low as 2.52%), while 5Y and 10Y yields held steady at
3.20% and 3.75-85% levels respectively. Despite the BTR awarding 7Y
bonds at 3.625% amidst a high bid-to-cover ratio, longer-dated bonds
eventually ended the week 2-3bps higher as the flattening trend broke.

Chart 2 - Philippine Stock Exchange Index
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Industrial +0.15%, Services -0.42%, Financials -0.67%,
Conglos -2.54%, Mining and Oil -2.7 1%, Property -2.84%

URC +2.7%, PGOLD +1.4%, TEL +1.4%, ICT +1.2%, GLO
+1.1%

BLOOM -9.0%, JGS -7.7%, MEG -7.7%, EMP -4.9%, SECB -
4.5%
Source: Bloomberg, The Philippine Stock Exchange

If the moving average of new COVID-19 cases continues to trend lower, the PSEi is likely to hold above its 6,325 support next week and even
rebound following last week's 2% drop. On the other hand, if new cases pick-up again, the bellwether index could break-down and re-test the
6,200 level. We also expect investors to continue to move based on their 1Q21 corporate earnings expectations. In terms of macro news, no

major release is expected next week.

This week we have the FOMC meeting, wherein markets are not really expecting any change in stance or rhetoric, as well as PCE and GDP data

releases.

Expecting possible steepening in a corrective move; local yields are also likely to take their cues from USD rates moves.
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