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I EQUITY OUTLOOK
IIII Market Outiook: ~ Neutral

Sector Picks . Index heavyweights, Stocks which beat eamings forecasts , Companies which derive a large portion of their income from foreign sources

Technicals : Support at 7200 followed by 7000, Resistance at 7450 followed by 7800

Trading Strategy : Investors are on the edge ahead of US Presidential elections on November 5. Foreign investors derisked their portfolios ahead of this market-shaking event. We did the same as we wait with bated
breath.

Almost nothing else matters as investors wait for US Presidential Elections on November 5. This pivotal event will determine major
policies and asset price movements for the next 4 years. After next week, investment strategies may have to be completely
overhauled. Thus, we are maintaining neutral to defensive positioning in the meantime.

Foreign inflows have also ground to a halt, with marginal foreign selling in the past 2 weeks, which partly explains weakness of
Philippine stocks. In the past week, we saw net outflows of PhP 2.9 billion. We hope this does not accelerate. After a mammoth
rally in 3Q24, a breather is actually welcome. Hopefully, support of 7000 holds instead of breaking and becoming a resistance level

once again.
Philippine Stock Exchange Index (PSEi) 1-year chart

Not helping our case is the nearly 4% depreciation of
the Philippine peso in October. Peso strength also
underpinned the PSEi's breakout above 7000. With the
currency back at the 58 handle, it would be difficult for
our index to continue its uptrend. While we expect the
peso to appreciate in 2025, it is largely a function of
central bank policy and the interest rate differential vs.
the US.
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BOND OUTLOOK

I I I I Market Outlook : Defensive
Trading Strategy : We remain defensive as markets will also probably be on the sidelines as we await the results of the US elections this week. A Trump victory is
already seemingly priced in, with USD continuing its strength and UST yields rising. We also get PH inflation data this week which may see an
uptick but should still firmly be in the 2-4% range.

All eyes will be on the US elections, and markets will probably be in a holding pattern until the results are known. Given that
markets are pricing in a Trump victory, UST yields are elevated at 4.35 on the 10y. And USD continues to strengthen against global
currencies. If we do see a Trump victory, we may eventually get a sell on news, which should see yields coming off their highs. For
now, however we remain defensive and wait until local yields push to the 6% handle or higher to reinstate positions.
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