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EQUITY OUTLOOK

Malket Ouﬂook Cautious

Index heavyweights, Stocks which beat eamings forecasts ,Companies which derive alarge portion of their income from foreign sources

Support at 6500 followed by 6200, Resistance at 6800 followed by 7000

Last week, we said expect a correction on the back of significant foreign outflows This is exactly what we are witnessing. It may be best to not stand inthe way of the
stampede of foreign funds.
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Trading Strategy :

The viciousness of the foreign selling in the past week will send chills down the spine of even the bravest fund manager. Now on its fourth
straight down week, the PSEi lost yet another 4.3%, for a total of 8% since US elections were held. A Trump victory combined with a Red
sweep made investors flee emerging markets and go to the US. The prospect of less interest rate cuts also made the US dollar spike, to th
detriment of other currencies, including the Philippine peso. Central banks in some countries, such as Indonesia, have announced that they
will defend key levels for their currency. We surmise that the BSP may be defending the peso as well.

Foreign funds giveth, and foreign funds taketh away. The Philippine Stock Exchange Index (PSEi) 1-year chart
entities that fueled our 4-month rally also caused this
savage correction as they rushed for the exits. In the first
2 weeks of November alone, net foreign selling amounted
to PhP 12.85 billion. In other words, locals were absorbing

more than PhP 1 billion pesos a day in outflows. 7,000

7,500

Since the PSEi has become extremely oversold, a
technical bounce is likely. However, we note that some £.500
index stocks missed earnings forecasts by a wide margin. '
It may be best to avoid these. Moreover, it is hard to
predict how lasting a bounce will be or if it will give way to
a deeper correction. As long as foreign funds keep selling,
expect stock prices to be pressured.
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Market Outlook: Defensive

ng Strategy: With not much data on the horizon this week, markets will look to some Fed members for comments about where they
seeinterestrates ?omg Market should be more or less sideways this week, given not much fresh leads. We look to
remain defensive for now, though with levels close to 674, this could start to be a good entry point, though
staying nimble would still be the best strategy.
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Not much to look forward to this week, which should keep markets on the sidelines for now. Yields seem to have
stabilized at current levels with 10y UST hovering around 4.45 and 10y RPGB at 6%. These levels could prove to
be enticing already, but for now there is no rush to enter the market in a big way. For now, it is best to stay on the
defensive and wait for leads.
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