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With the US-China trade war taking centerstage, equity markets were driven primarily by developments regarding
negotiations. Between Trump's contrasting and contradictory tweets and China's more nationalistic rhetoric, markets
have alternated between vicious down moves and sharp rallies.
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Unfortunately, at the end of last week, there

was news that talks between the US and

China has stalled. This comes on the back of

the US putting Huawei on its Entity List, Philippine Stock Exchange Index (PSEi) — 1 year chart
essentially preventing US companies from 8,400
entering into  business with  Huawei.
Considered to be a shot acrossed the bow, 8,200
China has since refused to engage in talks. 8,000
Further escalation of the trade war may cause '
economists and multilateral institutions to 7,800
downgrade their global growth estimates - a

negative for equity prices. ' 7,600
Domestically, our market was boosted by the 1,400
RRR cuts of the BSP, However, this was

short-lived as trade fears dragged equity M*, whll

prices lower. We note that the BSP's recent w

dovishness has caused the peso to m‘

depreciate. This bears watching as significant 6,800
peso weakness may weigh on Philippine asset 6. €00
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Regarding flows, foreign buying has now TRAD'NG STRATEGY

reversed into foreign selling, with May seeing

PhP 9 billion in outflows so far. We are seeing '

the same trend of foreign outflows in the o) e Ui WD £ U G
reports that talks have stalled. We
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US-China trade negotiations took a

Combined with trade concerns and a coincides with MSCI rebalancing
weakening peso, it seems like headwinds which has led to substantial foreign
outnumber tailwinds at this point in time. Thus, outflows. This merits a very
we are maintaining a high cash level as we t .

monitor the trade war. - -  cautious stance.
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