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BONDS

Yields declined by an average of 4 basis points
(bps), supported by the Bangko Sentral ng
Pilipinas’ (BSP) 25-bp policy rate cut. Buying
pressure was most pronounced in the belly of the
curve (tenors from 3 to 7 years), where yields fell
the most—by 10 bps—followed by the long end
(-4 bps) and the short end (+2 bps). The yield
curve bull steepened as the 2-year yield declined
more than the 25-year bond. The long end did not
fall as much, as investors anticipated stronger
economic activity in the medium term and
inflation expectations to remain anchored but
mildly rising. We expect a sell-off in the bond
market due to profit-taking.
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STOCKS

The bellwether index dropped by 71.07 points to
close the week at 6,037.79, despite the recent
policy rate cut aimed at lowering borrowing costs
for businesses. Investor sentiment was likely
dampened by the peso’'s depreciation, which
signaled potential risks to corporate profitability
and foreign investor returns. We expect the PSEi
to continue weakening due to Trump’s renewed
trade war.

Meanwhile, the VIX index closed at 21.66, its
highest level since June 19, reflecting heightened
market anxiety following former U.S. President
Donald Trump's remarks about imposing an
additional 100% tariff on Chinese imports and
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FOREIGN EXCHANGE

The USD/PHP pair depreciated by 0.365 to
58.24 as the DXY index strengthened by
1.255 points to 98.978 over the same period.
The peso’s depreciation was largely driven by
the recent policy rate cut, which reduced the
appeal of interest-sensitive assets. Further
weighing on the local currency were declines in
domestic bond yields and a weaker PSEi. We
expect the peso to remain weak as lingering
corruption concerns continue to weigh on
investor confidence.

The U.S. dollar’'s strength was supported by
the yen’s decline, amid rising concerns over
potential fiscal expansion in Japan, and by the

implementing export controls on critical U.S.- euro’'s weakness, which stemmed from
made software. political uncertainty in France.
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about Al’s vast potential. While some investors still trust old-school valuation measures, for
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now, the market is driven more by hype and vibes than hard numbers.
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Economic Forces at Play: Inflation Inches Up to 1.7% in September; BSP Cuts Policy Rate to
4.75%; Unemployment Falls to 3.9%; DA Lifts Ban on Poultry Imports; and DTI Braces for Surge
of Dumped Goods Following U.S. Tariffs

Philippine headline inflation rose slightly to 1.7% in September from 1.5% in August, staying
within the BSP's 1.5-2.3% forecast range. The year-to-date average of 1.7% remains below the
government’'s 2-4% target. The increase was driven by higher transport and food prices,
particularly vegetables affected by bad weather, while rice prices declined due to stable supply
and lower global prices. On a month-on-month basis, inflation slowed to 0.1% from 0.5% in
August, and core inflation eased to 2.6%.

The Bangko Sentral ng Pilipinas (BSP) cut its policy rate by 25 basis points to 4.75%, with
corresponding adjustments to the overnight deposit (4.25%) and lending (5.25%) rates. The
inflation outlook remains mild and within target, though potential power rate hikes and higher
rice import tariffs could pose minor risks. The BSP also noted a weaker growth outlook due to
lower business confidence and moderating demand amid external uncertainties.

The Philippine jobless rate fell to 3.9% in August from 5.3% in the previous month, signaling
continued improvement in the labor market. Job quality also improved during this period with the
underemployment rate easing to 10.7% from 14.8% in August.

The Department of Agriculture (DA) has lifted its ban on live poultry imports from Azerbaijan,
Kazakhstan, Saudi Arabia, Slovenia, Sweden, and the Malaysian states of Kelantan and Sabah,
after those places reported no new bird flu cases. The Bureau of Animal Industry deemed it safe
to resume imports.

The Department of Trade and Industry (DTI) is preparing for an influx of dumped goods (cheap
imports sold below cost) entering the Philippines as a response to new tariffs imposed by the
U.S. Trade Secretary Ma. Cristina Roque said that goods from China, Vietnam, and elsewhere —
such as cement, steel, and garments — may be targeted. The Bureau of Customs is being
brought in to help enforce stricter controls. Customs Commissioner Ariel Nepomuceno warned
Unsploch. Dos. |. (2021, July 15)._Green snd brown vegetables on wooden table that dumping could hurt government revenue, especially considering the zero-tariff concessions
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Corporate Snapshot: DigiPlus expands payment access via Bayad tie-up; ACEN boosts solar arm;
and Manila Water adds 56 renewable-powered sites

DigiPlus Interactive Corp. has partnered exclusively with Bayad to expand over-the-counter
payment options for BingoPlus, ArenaPlus, and GameZone users. The deal enables
customers to cash in through more than 800 Bayad Centers and partner outlets
nationwide, with future plans to allow cash-outs and Bayad App integration. Bayad, a
BSP-accredited Electronic Money Issuer, named DigiPlus its sole gaming partner for cash
transactions.

ACEN has invested #1.9 billion in its subsidiary NAREDCO to support a 133-MW solar farm
in Cagayan, acquiring 419,690 redeemable preferred shares (22 % stake). The solar plant,
which started commercial operations in October 2024, covers 115 hectares and produces
about 188 GWh annually—enough to power 45,000 homes. ACEN said the funds will help
NAREDCO service its debts and operating costs, strengthening its role in the Luzon grid's
renewable capacity.

Manila Water has added 56 more sites—10 in its non-East Zone operations and 45 in its
Estate Water service areas—to its retail aggregation program (RAP), bringing the total
number of enrolled facilities to 214. Through RAP, Manila Water leverages aggregated
demand to procure more competitive and renewable energy supply contracts (via PrimeRES
Energy), aiming to reduce energy costs. The move reflects Manila Water's strategy to
improve cost efficiency while promoting cleaner energy use across its service zones.
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Global Signals: US Consumers Brace for Higher Prices as China’s Reserves Rise and Japan Eyes BOJ
Intervention

Amid the government shutdown in the U.S., a New York Fed
survey revealed that consumers expect higher inflation both
one year and five years ahead. Expectations rose notably for
food, gas, medical care, and rent, with food inflation
expectations hitting their highest level since March 2023.
The survey also showed that less-educated, lower-income,
and older households were the most likely to anticipate
higher prices, highlighting a divergence from the Fed's recent
25-basis-point rate cut and potential plans for another
reduction.

China’s foreign exchange reserves increased by $10.2 billion
in August, reaching $3.165 trillion, according to central bank
data released Monday. The gain was smaller than
anticipated, reflecting ongoing weakness in the U.S. dollar
and the yuan’s strong appreciation as China’s economy
continues its steady recovery.

Sanae Takaichi, poised to become Japan's first female prime
minister, has pledged to reassert government control over
monetary policy, raising concerns about potential political
interference in the Bank of Japan's (BQJ) independence.
While her stance echoes former Prime Minister Shinzo Abe's
aggressive economic stimulus approach, Takaichi faces
significant political constraints, including internal party
opposition and a fragile parliamentary majority, which may
limit her ability to enforce such changes. Analysts caution
that even indirect pressure from the government could Stéhr, F. (2017, January 29). Statue of Liberty, New York under white and blue cloudy skies [Photograph].
undermine the BOJ's autonomy and disrupt financial markets, Unsplash. Shahjahan, S. (2024, April 4). A woman in a geisha with a fan on her head [Photograph].

Unsplash. Unsplash. (2021, November 2). a pile of money sitting on top of a wooden floor. Unsplash.
especially amid rising inflation and a weakening yen. https://unsplash.com/photos/a-pile-of-money-sitting-on-top-of-a-wooden-floor-0-MyHqEEHoM

—-()- OUTLOOK ) STRATEGY

Expect higher volatility on most asset classes on Continue to take advantage of the low prices of
Trump's renewed trade war index stocks

The continued government corruption issues will keep For long-term hold, better value on the long-end
Peso weak

Equities prices to remain weak Stay defensive

Expect sell-off on the bond market due to profit-taking Build position on the dividend paying stocks
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