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e Investors flock to US markets (link)

e Large US tech companies continue to lead global equity rally (link)

e US yield curve steepens as fiscal and inflation risks rise (link)

e Local stocks rally as China accelerates fiscal spending to boost economy (link)
e Strong foreign inflows tighten euro area government bond spreads (link)

¢ Inflation pressures could keep South Africa on hold longer (link)

e Trade tensions hit markets in Brazil (link)
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Global markets hold steady in uncertain environment

The global equity rally of recent weeks has paused as market participants take stock of recent
developments and shift their focus to key events in the days ahead. US tech stocks, which have led
the rally, have taken a step back. China is the outlier, with the rally there in full force as the government
increases fiscal spending to boost the economy. Meanwhile, trade tensions remain in focus as the
US-Brazil dispute continues to simmer. The tariff situation has had a negative impact on Japanese export
volumes, which have slowed significantly. European markets await further news on the war in Ukraine,
while local government bond markets experienced a surge of inflows from foreign investors that has
tightened spreads. Fed Chair Powell’'s speech at Jackson Hole on Friday could shed some light on the
Fed’s thinking about monetary policy. Worries about the impact of tariffs on the US economy were
underlined by disappointing earnings results from retail giant Target, and polling shows that US consumers
expect higher inflation due to the tariffs. In New Zealand, the RBNZ lowered its policy rate by 25 bps to a
three-year low of 3%, in line with expectations. The RBNZ also signaled two further rate cuts for the year.

Key Global Financial Indicators

Last updated: Level Change from Market Close
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Equities % %

S&P 500 W 6411 -0.6 -1 2 15 9

Eurostoxx 50 ™YY 5483 0.0 2 2 13 12
Nikkei 225 “’“""""\/"J 42889 -1.5 -1 8 13 8

MSCI EM W 50 -0.8 0 2 15 19
Yields and Spreads bps

US 10y Yield | 430 0.2 7 -11 50 -26
Germany 10y Yield ,wn/‘\'f\"‘“"' 2.74 -1.5 6 4 52 37
EMBIG Sovereign Spread MM 286 1 -7 -23 -110 -39
FX / Commodities / Volatility %

EM FX vs. USD, (+) = appreciation ST 857 0.0 -1 0 -1 7

Dollar index, (+) = $ appreciation m 98.3 0.0 0 0 -3 -9
Brent Crude Oil ($/barrel) M, Ak 66.6 1.2 1 -4 -14 -11
VIX Index (%, change in pp) W 15.9 0.3 1 -1 0 -1

Colors denote tightening/easing financial conditions for observations greater than +1.5 standard deviations. Data source: Bloomberg.

Previous editions of the GMM and Special Features are available in our Online Archive. 1
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United States

Risk appetite among global investors has seen a marked increase as global equity markets trade
near all-time highs. Goldman’s proprietary risk appetite indicator has rebounded from the lows seen in
April when the tariff turmoil was at its height. For the US, sentiment is strongest for equities and higher risk
bonds, while the demand for safe assets has moderated significantly. The US market has outperformed
most global peers since the S&P 500 fell to its 2025 low on April 8. The rebound from a bear market decline
to a new record high came in just 57 days, the fastest recovery ever recorded. US stocks have continued
higher over the past few weeks, powered by Q2 earnings that were much stronger than expected. The S&P
500 recorded its latest record high close on August 14, and analysts expected further gains driven by rising
profits forecasted for 2026. Nearly 60% of companies in the S&P 500 upgraded their outlooks for Q3.

Exhibit 11: Risk Appetite Indicator (GSRAI) Exhibit 12: Percentile of sentiment indicators
The RAlis based on 27 pair-trades across asset classes measured on z-scores rel. to last  Data since 2007
2years' performance, see July 2016 GOAL for details
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The large US technology companies continUed ;... uyperscale capex surges amid strategic partnerships

to lead the market, as analysts estimated that "™
artificial intelligence (Al)-related stocks =
earnings accounted for 90% of the S&P 500’s ~
profits in Q2. The biggest profits within the

technology sector are coming from the so-called

“hyper scalers,” or large cloud-based companies e
offering network services, storage, and computer . " |||
processing power on an enterprise level. The big i I nil ' .|| II
four among these are Alphabet, Amazon, Meta,
and Microsoft, but there are other smaller but fast ===

growing companies such as Oracle and IBM in this space. Some analysts have expressed worries about
excessive concentration in the S&P 500, with the “Magnificent Seven” dominating the other 493 stocks in
profitability. As the hyper scalers try to outbid each other with their Al-related capital expenditures, they
might find it hard to generate the same level of profit that they saw in recent years, increasing the risk of
major market volatility if the group experiences a significant correction due to disappointing earnings. Others
are more optimistic, arguing that the Al-revolution is a true game changer that could transform the economy.

The US yield curve has steepened as longer maturity bond yields increase faster than shorter
maturity yields, flagging potential risks to financial stability. Expectations of future Fed rate cuts and
possible erosion of central bank autonomy are among the factors driving short-term rates lower. Worries
about inflation continue to linger and put upward pressure on long-term rates. One-year maturity zero
coupon inflation swaps are trading at 3.33%, implying that the market thinks inflation will remain well above
the Fed’'s 2% inflation target over the next 12 months. Worries about Fed autonomy could also weigh on
longer-term bonds if market participants lose faith in the credibility of the central bank. The prospect of large
new issuance of Treasuries is another potential cause of higher rates. However, the benchmark 10-year
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Treasury has traded in a stable range between 4% and 4.50% for much of the year, except for two brief
surges to 4.8% and 4.6%. The long bond yield has fallen below 5% after peaking at 5.09% back in May.
Interest rate volatility is low, indicating that no immediate problems are expected.

The US Yield Curve is Steepening
Source: Bloomberg

——2/10yr Yield Spread  emmm=10/30yr Yield Spread

Europe

European equities were mixed. The Stoxx 600 index reversed earlier losses to trade fractionally higher
but regional bourses were trading in the red with the German Dax underperforming. On the data front, the
final Euro Area July headline inflation reading printed at 2% yl/y, in line with the earlier flash estimate.
Meanwhile, the euro was trading relatively unchanged against the dollar at 1.1646.

Some analysts argue large bond inflows from foreign 10Y European government bond spreads
investors have helped tighten EGB spreads. Analysts at oy ) s s o)
Citi using ECB data note that portfolio inflows from non-

European investors have risen substantially with euro area
debt seeing around €60bn of inflows in June, on the back of =
€97bn of inflows in May. According to the analysts, this
represents the strongest two-month demand for Euro Area
debt since 2014 and is a notable increase relative tothe one- o o o o o o o 0 o b s e 0 0
year average of €22bn/month. The analysts argue that these > soomenmenr o “
inflows explain the sharp tightening in European Government Bond (EGB) spreads over recent months
which has seen the 10yr Italian BTP-Bund spread tighten by almost 18bp since the end of May to 80bp.
According to Citi, Italian BTPs have the lowest share of foreign investors at around 31% and they expect
this to increase over the coming months. Meanwhile, France has continued to see slowing demand for its
sovereign paper, with the 10Y French OAT-Bund spread 3bp wider since the end of May to trade at 69bp.

United Kingdom

Markets pare rate cut expectations further as July UK .4 UK: Currency and Giltyields 52
headline inflation surprises on the upside. Data ... " “"‘[\J\f .
released this morning showed headline inflation rose to J\]g/\ 4{ N
3.8%yly in July, up from 3.6%yly in June and ahead of - T i V"MU W 42
consensus expectations of 3.7%y/y, marking the fourth

consecutive month where headline inflation has surprised

to the upside. Service inflation also climbed, printing at "'° L CBPIUSD (RHS) 2y Gl yield () 0oy Gt yietd ()
5.0%yly (4.8% exp, 4.7% prior) largely driven by volatile “&w s wesd e eesd Apos  Augss
air fares and hotel prices. Meanwhile, food price inflation s serasmr .

continued to rise, reaching 4.9%y/y, 20bp above the MPC’s baseline prOJectlon for July. Analysts at HSBC
note that the rise in food price inflation could risk second-round effects on wage and price setting behavior

as well as impacting household inflation expectations. Immediately following today’s data release, money
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markets further pared back rate cut expectations, pricing in around 10bp of easing by year-end versus 12bp
prior to today’s data release. Markets are now only expecting a -25bp rate cut in February or March of next
year. Meanwhile, sterling was trading broadly steady against the dollar at 1.3500, while UK gilt yields were
around 4-5bp lower across the curve led by the long end where the 30Y gilt was 5bp lower to trade at
5.55%.

Japan

Japan’s exports in July sustained their steepest drop in more than four years amid tariff headwinds.
Exports fell 2.6% in value terms, y/y, compared to expectations of a 2.1% decline. The downturn was led
by sectors most exposed to tariffs, including cars, auto parts and steel, and represented the biggest drop
since February 2021. Export volumes, by contrast, rose 1.2%, suggesting exporters are absorbing higher
US tariff costs by cutting prices to preserve market share. The yen was little changed on the day while the
Topix fell modestly from its record high (-0.6%). Analysts warned about Japanese equities’ vulnerability to
softening investor sentiment, particularly as sizable gains this year have pushed the TPX 12 month forward
P/E ratios to 16.22, above its 5-year average of 15.

Sinking Deeper
US tariffs continue to take a toll on Japan's exports
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Asian currencies mostly weakened, with the Taiwan dollar (-0.6) and the South Korean won
underperforming amid negative sentiments regarding tech stocks and investor uncertainty ahead
of the Fed’s annual Jackson Hole gathering. Chinese shares, by contrast, continued to gain (CSI 300:
+1.04%) with recent gains broadening.

Latin American asset prices mainly fell on Tuesday. Stocks declined in Brazil (-2.2%), Chile (-1.0%),
and Peru (-1.9%), while Mexico’s equity market rose by 0.4%. Currencies appreciated 1.2% in Brazil, while
the Peruvian sol strengthened 0.4% against the US dollar.

Brazil

Brazilian assets underperformed peers on Tuesday, as IBOV Intraday Return by Sector (percent)
investor concerns grew over the impact of U.S. Magnitsky Act A Emaniats —
sanctions on local financial institutions and the risk of a renewed " ies

tariff war with the US. The Brazilian real fell as much as 1.2% CO%D*;:I:E;S%

against the dollar, making it the worst-performing emerging  infermaton Technoiooy

market currency. The lbovespa stock index dropped 2.2%, with ~_  Gonsumer Staples

banks among the biggest losers. Swap rates climbed across the Materials = = - - !

curve, with January 2029 contracts up 11 basis points. TENSIONS  seurce: sioombers and e seare

escalated after Justice Flavio Dino ruled that foreign judicial and executive orders must be approved
domestically to take effect, prompting a strong U.S. response asserting that no foreign court can override
its sanctions or shield violators from consequences.
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China

China’s fiscal spending expanded amidst efforts to boost the economy. Based on data from the
Ministry of Finance, Bloomberg estimated that total expenditure rose 9.3%, y/y, to RMB 21.5 tr (or $3 tn) in
the first seven months of the year, the fastest pace of growth since August 2022. As a result, the broad
fiscal gap reached RMB 5.6 tn in the January-July period, and the budget shortfall widened by 49% from a
year ago. Recent data releases underscored the slowing growth momentum. Production and retail sales
were weaker than anticipated, while fixed-asset investment, a proxy for capital spending, languished.

Key Chinese Indicators Show Economy Softening
Consumption slows and factory output languishes

Retail sales / Industrial production
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Source: National Bureau of Statistics
Note: The Bureau releases combined fioures for January and Februar. Bleomberg

Despite growth challenges, sentiment for equities remained buoyant. By Morgan Stanley’s estimate,
the onshore equity market has seen roughly RMB 1.5-1.7 tn (or $210 bn to 240 bn) of inflows from
institutional and retail investors in 1H25, with the bulk of these (roughly 60%) coming from major institutional
investors. Official support has played a key role. PBOC has created a swap facility and relending facility,
totaling RMB 135bn (about $19 bn), for equity market investments. Analysts expect ample liquidity to
continue to support onshore equities. The CSI 300 index gained 1.1% on the day, reaching its highest level
since July 2022. Meanwhile, the Shanghai Composite (+1%) reached its highest level in more than a
decade (since June 2015).

More Chinese Stocks Join the Upswing
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South Africa

The rand continued to edge lower (-0.1%) against the dollar for the third straight day, trading at
ZAR17.70/$, after data released today showed inflation rising in line with expectations in July in
South Africa. Headline inflation printed at 3.5%y/y from prior 3%y/y, while core inflation inched up to 3%y/y
from 2.9%yl/y in June, both as expected. Equities were also down (-0.3%) today, while yields on South
Africa’s government bonds were little changed. Analysts at Bloomberg note that today’s reading is the first
after the central bank announced its preference for inflation to move steadily towards the bottom end of its
3%—6% target range, which may convince the central bank to keep its policy rate on hold at 7% at its
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September MPC meeting. Governor Kganyago said earlier in August that he expects inflation to rise in the
coming months before returning to around 3% in the medium term.

South Africa- Policy rate, inflation, currency and swap rates
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Source: Bloomberg and IMF calculations
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Colors denote tightening/easing financial conditions for observations greater than +1.5 standard deviations. Data
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