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e Brent crude rises back towards USD100/bbl watermark amid uncertainty around peace talks (link)
e Remarks from Warsh and Waller put Fed leadership, governance, and credibility in focus (link)

e UK March CPIrose in line with expectations, while sticky services seen as hawkish for BoE (link)
o “HALO trade” gives fresh support to Latin America’s commodity-heavy equity markets (link)
e Fresh liquidity support extends China bond rally ahead of more ultra-long supply on Friday (link)
e Special Feature: Bank exposures to Nonbank Financial Institutions (attached)
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A Fragile Ceasefire with no Clear Political Endpoint

Markets are pondering whether an open-ended ceasefire can hold while the Strait of Hormuz
blockade stays in place. Since yesterday, Iran indicated it would not send delegates to the planned talks,
prompting Vice President Vance to keep his Pakistan trip on hold, following which President Trump
announced the ceasefire to continue without a new deadline, even as the Strait of Hormuz remains closed.
Oil remains elevated, keeping pressure on risk sentiment, front-end yields, and central banks already
dealing with sticky inflation. That became evident in the UK, where March CPl matched expectations but
firm services inflation leave the Bank of England with a sticky inflation mix even before the oil pass-through
fully unfolds in the data. Concerns around private credit continue to linger, with Deputy Governor Breeden
warning of the risk of a private credit crunch, while a Financial Times news report indicates that some UK
pension funds had been advised not to sell illiquid assets because of steep exit penalties. In the US,
remarks from Warsh and Waller kept the focus on Fed leadership, governance, and credibility, but added
little to the near-term policy outlook amid the blackout period. Across EM, markets remained selective, while
in China added liquidity kept the bond rally going ahead of Friday’s ultra-long supply.
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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.
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United States

On Tuesday, uncertainty around peace talks weighed on risk assets. Oil futures surged after the US
Vice President called off his trip to Pakistan for ceasefire negotiations, while Iran informed the US that it will
not attend talks scheduled for Wednesday, citing frustration over the US naval blockade of the Strait of
Hormuz. Subsequently, President Trump said he would extend the ceasefire with Iran—currently set to
expire Wednesday—while maintaining the blockade of the strait. Equities declined across sectors, with the
S&P 500 down (-0.6%). Elevated oil prices pushed Treasury yields higher (2-year: +8bps to 3.80%, 10-
year: +3bps to 4.29%) and contributed to curve flattening, while the dollar strengthened against major
currencies (+0.4%). Despite the stronger dollar, one-month implied volatility of the dollar index, measured
traded at 6.32% (see chart), near lows seen since the conflict began, suggesting markets remain focused
on assuming a smooth resolution as the base case.

Dollar Vols Subdued
1m implied vols are quiet as ceasefire deadline looms
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Remarks from Warsh and Waller put Fed leadership, governance, and institutional credibility in
focus, but drew little market reaction as geopolitical headlines dominated. With the Fed inits blackout
period ahead of next week’s FOMC meeting, neither Warsh nor Waller used their appearances to signal
near-term rate views. Instead, Warsh used his confirmation hearing to stress Fed independence, argue that
interest rates should remain the main policy tool, and state a preference for using balance sheet policy only
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in emergencies, while criticizing the Fed’s post-pandemic inflation record and calling for a new framework.
Under sharp questioning, he avoided major mistakes and came through without a clear stumble, while also
giving away little that was new, often pivoting from direct questions about the White House’s preferred rate
path back to process, credibility, and the Fed’s balance sheet. That left the main issue unchanged: Senator
Tillis still says he will block the nomination until the Department of Justice drops its probe tied to Chair
Powell, which keeps open the possibility that Powell remains in place beyond May 15 and prolongs
uncertainty around Fed leadership. In a separate speech, Waller made a parallel case forchange, arguing
that the Fed should centralize more of its operations, reduce duplication, and put greater weight on
efficiency, accountability, and taxpayer value.

Euro Area

This morning, Euro area assets remained steady. The STOXX Europe 600 traded sideways, while euro
area sovereign bond yields remained in a tight trading range with 10-year Bunds yielding 3%. At an event
at Athens University of Economics and Business, ECB chief economist Philip Lane said that “from a public
finance perspective, it is natural to match European-wide public goods with common debt,” adding that
“‘common policy imperatives such as the urgent funding of Ukraine also warrant joint borrowing’.

United Kingdom

As expected, consumer prices edged up in March while sticky services inflation kept the focus on
the part of the basket the BoE appears likely to care about most. Headline CPI printed at 3.3% yly
(exp. 3.3% from 3.0%), while services inflation came in at 4.5% y/y (exp. 4.3% from 4.3%). Higher fuel and
heating costs lifted the headline reading as expected (left chart), while a temporary dip in core goods prices,
helped by seasonal sales, offset some of that pressure. Gilt yields remained flat this morning (2-year:
4.27%, 10-year: 4.87%), suggesting the release did little to shift the near-term rates picture. Ovemnight
forwards continue to price close to two rate hikes for the remainder of this year, while Bank of America’s
latest FX and Rates Sentiment Survey showed respondents see the BoE as the major central bank most
likely to deliver less tightening than priced (right chart). Today’s inflation mix sits uneasily with that view,
however, as Morgan Stanley analysts read the details as hawkish for the BoE.
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Emerging Markets back to top

This morning, EMEA equity and currency markets are weighing whether the ceasefire extension
changes much, while the Strait of Hormuz blockade remains in place. In CEE, equities fell in Czechia
(-0.5%) and Poland (-0.5%), while rising in Hungary (+0.4%) and rebounding in Romania (+1.8%) after
reports that President Dan will meet the four ruling parties today to ease tensions around PM Bolojan. CEE
currencies were little changed against the euro. Equities in Turkiye rose marginally (+0.2%), whereas the
lira remained largely stable against the dollar, trading at TRY44.92/$. In South Africa, equities extended
losses (-0.2%), while the rand remained at ZAR16.44/$.

Most Asian equities declined as the ceasefire extension failed to allay investor concerns. The Hang
Seng Index fell (-1%) amid a retreat in Chinese tech shares. Meanwhile, the Korean Kospiextended its
gains from Tuesday (+0.5%). In currencies, the Indian rupee renewed its depreciation fora third straight
day (-0.4%) after the Reserve Bank of India (RBI) rolled back some FX market restrictions it had imposed
in early April. As mentioned in the GMM yesterday, the RBI's restrictions—which effectively closed the
offshore FX market—were introduced to curb speculative trading that had pushed the rupee to record lows.

On Tuesday, selling pressure picked up across Latin American markets. In equities, losses were led
by Chile (-1.9%) and Mexico (-1.8%), while Colombia also traded lower. In currencies, the Chilean peso
underperformed across EM (-1.3%), while the Mexican peso and Colombian peso also weakened against
the dollar. Markets in Brazil were closed for a national holiday. In Colombia, Finance Minister Avila
qguestioned in a monetary policy webcast whether interest rate hikes can do much to contain inflation driven
by energy costs.

Latin America

A global shift out of tech is giving Latin America’s commodity-heavy equity markets fresh support.
The so-called “HALO trade” (for Heavy Assets and Low Obsolescence) is up 14% ytd versus a 7% decline
forcapital-light peers, as investors favorsectors tied to physical assets, less exposed to disruptionrisk, and
better placed in a world of higher discount rates. Peru and Chile rank among the most exposed markets,
with HALO composite scores of 0.63 and 0.61, respectively (left chart). These sectors also tend to derive
more of their value from near-term cash flows and hard assets, which can help anchor valuations if the
recent oil shock proves more persistent. The trend was already in place before the Iran war, with Latin
American energy stocks outperforming the broader regional index from January. Energy remains the best-
performing HALO sector ytd, while technology is the clear laggard (right chart).
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China

Fresh liquidity support helped extend the China's Cheap Cash is Fueling Extended Bond Rally
bond rally as investors looked ahead to . .l Eend A5 S

more ultra-long government bond supply.
The PBoC injected anet $1.4 bn (CNY9.5 bn)
through 7-day reverse repos on Tuesday and oo
Wednesday, the largest addition since late  ssay recent change of ruures price
March, according to Bloomberg. The move

surprised market participants given that ||| |||'||"|||||" . |"||' |||I|".I..|| |I " Ll hII|| II'|"'|'"II I||| il Lo g
money-market rates are already near three- | ‘ ‘ 02
year lows. In reaction, the 10-year CGB future o = = = — _— o

rose for an eighth straight day (+0.1% 0 source: sombers 02 Bloomberg

108.825), the longest winning streak since September 2024, while cash yields fell by 2-3 bps across the
curve, led by the long end (30-year: -3 bps to 2.21%). That suggests ample liquidity is continuing to support
demand ahead of Friday’s auction of ultra-long special government bonds.

Hong Kong’s offshore renminbi market saw its ghina's Latest vuan Bond Sales in Hong Kong Attract Strong
biggest sovereign bond sale in three years. China’s « movear o bond issuance yield

Ministry of Finance issued $2.3 bn (CNY15.5 bn) of 2-

, 3-, 5-, and 15-year Dim Sum bonds on Wednesday,

exceeding the $2.05 bn (CNY14 bn) sold in February

b

and marking the ministry’s largest single batch in Hong >
Kong since October 2023, according to Bloomberg.
Tr]e 2-year and 15-year nOteS priced at reco rd IOW 20'10 2(;]2 2[}'14 20‘16 2dlE ZO‘ZO 20‘22 20‘24 20I261

yields of 1.32% and 2.08%, respectively. Liquidity in serce:swomoery Sloombers
the offshore market has remained abundant, with 3-month offshore renminbi borrowing costs in Hong Kong
falling to a fresh record low of 1.68% (-11 bps on the day). The sale is therefore seen as helping absorb
part of that excess offshore liquidity.

Indonesia

Pressure on the rupiah kept Bank Indonesia on hold, with policymakers prioritizing stability over
support for growth. The central bank leftits policy rate at 4.75%, with the decision driven mainly by the
need to support the rupiah and contain imported inflation. The rupiah has come under heavy pressure,
falling nearly -1% in April and weakening beyond IDR17,000/$ to its softest level since the Asian financial
crisis, making it Asia’'s worst-performing currency (left chart). Higher state subsidies to cushion rising oil
prices have added to fiscal and downgrade concerns, while also feeding foreign outflows (right chart).
Governor Perry said earlier this month that room to ease is “closing” as stability becomes the central bank’s
“top priority.” Even so, the case forimmediate tightening remains limited with core inflation still benign, and
analysts continue to see a high bar forrate hikes given the government’s pro-growth stance. The rupiah
weakened further (-0.2%) on the day to IDR17,181/$.

Rupiah Has Been Weakening Since The Iran War

WUSD/EDE: Spot m12-Month Rolling Sum of Net Equity and Bond Flows
[ 20,000
o FlTIO0n —15-Year Median
i

15,000

10,000

z

=

E

I = H

] 1 P — ‘ |||H H 5,000 i

| T A P | | il lllil, il o o

ol o w ol h F16500 & 1 || I T | | [y u

O LY . [ 2 g

iy s T o . 15700 -5,000 &

gt ‘ot o | E
o i L1sc00 -10,000
-15,000

et Haw ’ Dec ) Jan T Rb T W hor 2014 2016 2020 2022 2024
AR = -

IMF | Monetary and Capital Markets—Global Markets Analysis 5



GLOBAL MARKETS MONITOR April 22, 2026

South Africa

Latest consumer prices broadly confirmed South Africa’s near-term inflation picture, but the extent
of pass-through from higher oil prices remains a key question for the coming months. In March,
headline CPI printed at 3.1% y/y (exp. 3.1% from 3.0%), while core inflationrose to 3.2% y/y (exp. 3.1%
from 3.0%). That left the near-term inflation backdrop contained for now, though JP Morgan expects price
pressures to build further and looks forthe SARB to lift the policy rate by 25 bps in May from 6.75% (left
chart). Policymakers stated that South Africa appears now better equipped than it was in 2022 to manage
an energy shock. However, they also cautioned that if oil prices rise above $100 per barrel—especially with
a weaker rand—it could push inflation higher. That keeps the currency and local bond market in focus as
channels through which a more persistent oil shock could feed into the inflation outlook. After the inflation
print, the rand appreciated to the dollar (+0.2%) to ZAR16.44/$. While the rand also remained stronger
against the dollar both ytd (+0.5%) and mtd (+2.7%), Deutsche Bank analysts note that foreign investors
sold about $4.0 bn (ZARG5 bn) of South Africanlocal bonds in March, the largest monthly outflowonrecord,
pushing foreignownership down to 24.4%, near historical lows. Some of that pressure has reversed in April
(right chart), with Bloomberg reporting foreign purchases of about $1.4 bn (ZAR22.7 bn), helping the 10-
year yield fall to 8.67% (from 9.41% at end-March).
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Emerging Market Financial Indicators
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