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e Week ahead will hinge on whether Middle East tensions stabilize after renewed pressure (link)
e Large investment banks have begun trading CDS referencing major private credit funds (link)
e Analysts remain constructive on Gilts ahead of ahead of the financing update this week (link)
e EM bonds and equities draw inflows driven by more demand for Latin American assets (link)
e Argentina secures 2026 financing but $30bn hard currency debt maturities loom in 2027 (link)
e China launched ultra-long special bond sales, testing persistence of long-end demand (link)
¢ In Romania, rising domestic political uncertainty is weighing on sovereign bond yields (link)
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Peace Hopes Hit a Wall

Weekend events reversed Friday’s relief, leaving markets more cautious as conflicting signals from
the US and Iran cast doubt on the path to de-escalation. Tensions rose after the US seized an Iranian
vessel, while Iran threatened retaliation and pushed back on reports of Pakistan-mediated talks,
underscoring how far apart the two sides remain and leaving uncertainty high ahead of Wednesday’s
ceasefire deadline. Brent is back near $95/barrel, erasing much of Friday’s drop, while equity futures point
lower in Europe and the US and core yields are modestly higher. In equities, higher oil is supporting energy
shares while airlines remain under pressure from fuel cost concerns, offering an early sign of how the shock
could begin to feed into demand-sensitive sectors. Even so, the market reaction has been fairly contained,
with rates trading choppy, volumes light, and investors still showing some willingness to look through the
headline noise. This week’s main macro focus is on global PMls, though geopolitics is likely to remain the
dominant driver alongside Tuesday’s Senate hearing for Fed Chair nominee Kevin Warsh.

Key Global Financial Indicators
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Colors denote tightening/easing financial conditions for observations greater than +1.5 standard deviations. Data source: Bloomberg.
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Key Global Inflation and Energy Indicators

Last updated: Level Change from Market Close
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Colors denote tightening/easing financial conditions for observations greater than +1.5 standard deviations. Data source: Bloomberg.

The week ahead will hinge on whether Middle East tensions stabilize after weekend events renewed
pressure on oil and risk sentiment. The Pakistan-mediated ceasefire between Iran and Israel is due to
expire on Wednesday, with markets focused on whether talks can proceed after the brief reopening of the
Strait of Hormuz was quickly reversed. EU leaders will meet in Cyprus on Thursday and Friday to discuss
the Middle East and its energy and macro spillovers, while Ukraine and early guidance on the 2028-34 EU
budget are also on the agenda. In the United States, Tuesday’s Senate Banking Committee hearing for
Fed Chair nominee Kevin Warsh will be watched for clues on his policy stance. This week’s earnings
calendar includes Tesla, Boeing, and Intel. Central banks in Indonesia, the Philippines, Turkey, and Russia
will also announce policy decisions. On the data side, focus will fall on global purchasing managers’ indices,
the UK labor market, US consumer data, and inflation in Japan, Canada, the UK, and New Zealand.
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United States

On Friday, risk assets advanced following headlines that the Strait of Hormuz would be “completely
open” to commercial traffic. Investors viewed this as reducing the risk of a prolonged oil shock weighing
on the global economy. Equity markets rose, credit spreads tightened, and the VIX edged lower. Bitcoin
rallied to its highest level since early February, while gold also moved higher. In rates markets, traders
repriced the outlook for policy easing, with two-year Treasury yields falling (-8 bps) to 3.71%. The dollar
initially weakened on the headline but rebounded to end the day broadly unchanged.

Large investment banks have begun trading credit default swaps (CDS) referencing major private
credit funds. These include funds managed by Blackstone, Apollo Global Management, and Ares
Management. CDS function as insurance against default risk; as concerns about the underlying credit
fundamentals grow, the spreads—analogous to insurance premia—tend to widen. To date, trading activity
appears relatively modest.
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Euro Area

European equities fell this morning as the standoff over the Strait of Hormuz lifted energy prices
and weighed on cyclical sectors. The Stoxx 600 receded (-1.0%), led lower by banks (-1.9%), consumer
discretionary (-1.8%), and industrials (-1.7%), while energy rose (+2.4%) as Brent gained (+5.7%) to
$95.58/barrel and European natural gas futures rose (+4.7%) to €40.59/MWh. According to Barclays
analysts, the market is becoming more selective, with Al becoming more of a stock-picking theme than a
broad market driver. The analysts highlight a roughly 40% ytd performance gap between Al enablers and
losers, which could stay supported by strong earnings momentum, while many laggards now trade on
cheaper valuations despite still-resilient near-term eps expectations.
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The euro held steady even as euro area government bonds (EGBs) came under pressure and ECB
tightening expectations moved higher. The euro traded at $1.1765/€. Bunds partly retraced Friday’s late
rally, with yields rising at the 2-year tenor (+5bps) to 2.45% and the 10-year tenor (+3bps) to 2.99%. Markets
now price a cumulative amount of 47bps of ECB tightening by year-end, up from 38bps on Friday. Southern
spreads widened modestly, with the 10-year BTP-Bund spread (+2bps) at 74bps and the OAT-Bund spread
at 63bps. Belgian bonds underperformed, with the 10-year spread over Bunds widening (+5bps) to 55 bps
as Moody’s downgraded Belgium’s credit rating to A1 from Aa3 and changed the outlook to stable, citing
rising debt and tighter fiscal constraints.

United Kingdom

Gilts yields rose this morning, with longer maturities leading the move. Yields rose across the curve,
with 2-year yields (+3bps) at 4.15%, 10-year (+5bps) at 4.80%, and 30-year (+4bps) at 5.53%. Sterling was
little changed, trading at $1.3513/£. Ahead of the Debt Management Office’s April 23 financing update,
Bank of America analysts remain constructive on gilts, expecting only small headline supply changes
through a shorter issuance mix. Deutsche Bank analysts also see scope for a friendlier supply outcome,
with total gilt sales for 2026/27 potentially falling to £240 bn from £252.1 bn in the March plan.

Quarterly WAM hovering at around 8 years in 1H26
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Emerging Markets back to top

This morning, EMEA equities and currencies were lower. In CEE, Romanian equities were slightly
underperforming, with equities in Turkiye and South Africa lower, reflecting the risk-off tone as Brent crude
prices rose almost 6% to $95/barrel. CEE currencies mostly weakened against the euro, and the Turkish
lira and South African rand were also trading weaker against a stronger dollar. Local currency government
bond yields were higher. Tirkiye’s 10-year local currency bond yield was higher (+19bps) at 29.75%, while
South Africa’s 10-year local currency bond yield rose (+14bps) towards 8.48%. Despite the elevated
geopolitical uncertainty, Bloomberg reports that sales of euro and dollar denominated bonds from EM
sovereigns and corporates have risen in April with around $46bn raised through last Friday

Asian equities posted modest gains while most regional currencies held steady amid shifting
headlines. The Korean won underperformed, losing as much as -1.5% on the day against the dollar (end
of day, -0.9%), driven in part by risks of foreign outflows linked to dividend payouts. These payouts are
concentrated in April, which according to DB Securities currently makes the won particularly vulnerable to
depreciation pressure. Meanwhile, market positioning has remained light, with muted trading volumes
across most Asian markets. In Korea, for example, trading on the Kospi stock index was about 33% lower
than the average of the past month.

Latin American markets traded without a clear regional pattern. In equities, Mexico rose (+1.1%), while
Colombia (-1.3%), Brazil (-0.6%), and Chile declined. In currencies, the Chilean peso (+1.1%), Colombian
peso (+0.6%), and Brazilian real strengthened against the dollar, while the Mexican peso weakened. In
Mexico, pension assets recovered $22 bn in early April after losses of $24 bn in March tied to the Iran war,
according to pension regulator Consar.

EM Fund Flows

EM fund flows turned more supportive for the week ending April 17t with both bond and equity
funds posting net inflows. Bond funds took in +$786mn, after outflows of -$902mn the prior week, while
equity funds saw inflows of +$3.8bn, up from +$741mn. Hard currency bond funds led the turnaround at
+$884mn, driven by broad EM funds, while outflows in the local currency bond fund category narrowed
to -$98mn from -$513mn. In equities, inflows were driven by ETFs at +$4.7 bn, while actively managed
funds stayed in outflow at -$850mn. Regionally, Latin American equity funds stood out with inflows of +$2bn.
Non-resident flows also remained positive, led by Hungary in local bonds at +$1.2bn and Taiwan in equities
at +$5.2bn. Year-to-date, EM bond and equity flows total +$14.6 bn and +$78.2 bn, respectively.

Figure 1: Weekly cross-asset flows Figure 2: EM bond and equity fund flows
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*High-frequency non-resident EM portfolio flow data where available. ALocal ccy split is retail only.
Source for all charts and data in this report: J.P. Morgan, EPFR Global, Bloomberg Finance L.P.

Argentina

While the near-term funding position improved, reserve rebuilding remains the key constraint. The
central bank has bought about $4bn since January, but net international reserves remain negative as debt
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service continues to absorb those inflows. Economy Minister Caputo has largely covered this year’s
financing needs through support from the World Bank and IDB, along with repos, local debt issuance, and
planned privatizations of state-owned companies. Even so, more than $30bn in external debt payments fall
due in 2027. That keeps pressure on the authorities to build reserve buffers, especially with market access
still limited after they stepped back from external issuance in January over high borrowing costs.

Argentina Buys Dollars Yet Struggles to Accumulate
Reserves

Despite steady purchases since January, debt service drains
central bank

# Met International Reserves . Cumulative Dollar Purchases
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Source: Argentina Central Bank, Portfolio Personal Inversiones (PPI)

China

The PBoC kept policy settings unchanged, signaling steady support for growth while maintaining
a cautious focus on currency stability. The 1-year loan prime rate was left at 3.00% and the 5-year rate
at 3.50%, in line with expectations, after the upbeat release of the Q1 real GDP growth at 5.0% y/y on
Wednesday last week. The authorities repeated that policy would remain supportive and moderately loose,
while continuing to favor targeted tools over broad easing. Onshore markets reacted calmly, with the CSI
300 rising (+0.6%) and 10-year Chinese Government Bonds yielding 1.76%, close to an eight-month low,
helped by abundant liquidity and lower global inflation premia.

China has begun this year’s ultra-long special sovereign bond issuance, testing whether demand
at the long end remains strong enough to absorb more supply. The program opens on April 24 with
$12.5bn (CNY85bn) of 30-year bonds and $5.0bn (CNY34bn) of 20-year bonds, as part of a broader
$190.7bn (CNY1.3tn) plan. So far, the market has taken the supply in stride. With liquidity ample and the
PBoC on hold, the 30-year CGB vyield has fallen to around 2.25%, while the 10 to 30-year spread has
narrowed to 49 bps after widening to a four-year high in March (see chart). That points to firm demand for
duration and a market still priced for low rates and soft nominal growth. Since these bonds sit outside the
headline deficit, they also serve as a key off-budget funding channel, reinforcing expectations of continued
fiscal support.
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Romania

Romanian assets remained under pressure as rising political uncertainty pushed yields higher,
weighed on equities, and left the leu relatively steady against the euro. The trigger was an expected
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decision by the PSD, the largest party in the ruling coalition, to withdraw support for PM Bolojan, raising the
risk of a weaker minority government and a more fragile reform path. On Friday, the yield on Romania’s
2053-dollar bond rose sharply (+19bps) to an intraday high of 7.06%. This morning, yields continued to
move higher across the curve, with the 10-year yield up (+8bps) to 7.03%, while the 10-year euro bond
yield rose (+10 bps) to 5.76%. Romanian equities fell (-1.2%), while the leu held near 5.09/€. According to
JP Morgan analysts, the most likely outcome seems to be a minority government that struggles to pass
reforms, leaving prolonged political uncertainty and raising the risk of a no-confidence vote. The analysts
do not expect outright fiscal slippage, while cautioning that the risk of a ratings downgrade has increased.

Figure 2: Romania's sovereign bond spreads have Figure 3: However, Romania’s sovereign bond
widened to levels last seen in May against the overall spreads versus similarly-rated peers are only near
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Global Financial Indicators

Last updated: Level Change
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Colors denote tightening/easing financial conditions for observations greater than 1.5 standard deviations. Data
source: Bloomberg.
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Emerging Market Financial Indicators
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Colors denote tightening/easing financial conditions for observations greater than +1.5 standard deviations. Data source: Bloomberg.
*Not an EM Under IMF Classification.
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