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WEDNESDAY, FEBRUARY 10, 2021 

• US core CPI for January reported lower than expected (link)  

• European bank stocks continue to outperform (link) 

• Riksbank extends zero rate forecast until 2024 (link)  

• Mexico’s January inflation rises further (link)  

• Fitch downgrades Ethiopia to CCC on restructuring concerns (link) 
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Little change in markets, with US inflation reported below expectations 

Markets are calm so far today with little news flow to drive large moves. European equity markets are 

little changed this morning, while Asian equities rose, led by China shares. Treasury yields gave up some 

early gains when the January CPI report showed prices rising below expectations. The core theme in 

markets has not shifted with optimism of a rebound remaining high and investors closely watching progress 

on vaccine rollouts and the US stimulus. Oil prices continue to edge higher with Brent pushes passing $61 

per barrel. Emerging market currencies are generally mixed this morning, with the overall dollar index little 

changed. Markets will also be paying attention to a speech later today by US Fed president Powell on the 

state the labor market. 

 
  

http://www.cvent.com/api/email/dispatch/v1/click/7m5gjzlpkltd4g/kr5j7w4y/aHR0cHMlM0ElMkYlMkZ3d3cuaW1mY29ubmVjdC5vcmclMkZjb250ZW50JTJGaW1mJTJGZW4lMkZnbW0lMkZhcmNoaXZlLmh0bWwmU1U2YyUyRkpWNXpnWSUyQjdGYmdRWTZpSDBrVERJSXlOS2FSZGhVYWVFcXlwYTAlM0Qmb25saW5lK2FyY2hpdmU
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United States          back to top 

In the US, the 10-year Treasury yield declined by almost 3 bps Tuesday, likely due to the 

expectations for a strong 10-year Treasury auction. The USD weakened by up to 1 percent against 

major currencies. The S&P500 was little changed. Contacts noted somewhat stretched valuations 

from recent sessions. Further, some commented on potential risks around the eventual giveback from 

the proposed consumption-focused fiscal stimulus. Some investors have cited a potential cyclical peak 

in equities in 1H2021, ahead of the anticipated 2H2021 economic rebound as well as relatively bullish 

positioning according to prime broker reports and a significant number of recent higher revision in EPS 

expectations. This morning, core CPI for January came in weaker than expected:  1.4%y/y vs. 

Bloomberg consensus 1.5%; unchanged m/m vs 0.2% expected. This gives the Fed more succor for 

a relatively dovish rhetoric despite strong increases in asset prices recently. The 10-year treasury had 

been up 2 bps on the day before the release, but moved back to unchanged after the numbers were 

reported.   

 

Europe          back to top 

European bank stocks (+0.8%) continue to outperform on better-than-expected quarterly earnings 

and no material misses on net interest income and fees. Bank stocks have gained almost 12% in 

February (compared to 5% for the index). Better earnings have not been limited to banks. Dutch 

payments platform Adyen rose +10% on better-than-expected results today, reaching a new record high.  

German 10-yr bund yields (at -0.44%) and the euro are little changed.    
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Italian 10-yr yield is steady at a record low of 0.50% as Draghi remains on track to form a government 

backed by a broad coalition. Yesterday, Lega leader Salvini said that his party will enter the broad 

coalition government. M5S founder Beppe Grillo also announced that M5S will join the coalition. SocGen 

points out that the net foreign purchases of Italian bonds continue to be driven by real money flows with 

hedge funds turning less negative in January.  

 

 

In Sweden, the koruna (+0.1%) edged higher against the euro after the Riksbank left its QE program 

unchanged (to total SEK700 bn by the end of 2021) and extended the zero rate path for its repo rate 

another quarter to 2021Q4 when inflation is expected to reach the 2% target.  

Other Mature Markets          back to top 

Japan 

Equities rose 0.3%, erasing earlier losses to post a fourth consecutive day of gains. The Bank of 

Japan (BOJ)’s newest board member Nakamura said that the upcoming policy review will examine how 

purchases of assets including ETFs impact market functioning. He said that ETF purchases are a necessary 

tool to remove some of the deflationary mindset arising from stock market instability. Separately, in 2020 

foreign investors bought ¥21.4 tn ($204 bn) of Japanese T-bills in 2020 while net selling government 

bonds for the first time since 2013. They also purchased more than ¥3 tn of bonds issued by government 

agencies, local governments and other entities, according to Bloomberg. 10-year JGB yield rose 0.7bps 

while the yen was little changed.  
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Emerging Markets          back to top 
Asian equities rose +0.9% on net, led by North Asia. Hong Kong SAR (+1.9%) and China (Shanghai 

+1.4%; Shenzhen +1.8%) outperformed while Singapore (-0.3%) fell. Regional currencies appreciated, 

driven by Korean won outperformance (+0.9%). The strength in Korean markets was despite a 

weakening labor market. The unemployment rate rose to its highest level in two decades of 5.4% in January 

from December’s 4.5%. Employment declined 982k in January compared to last year, the most since the 

Asian Financial Crisis, driven by retail and hotels/restaurants. EMEA equities were mostly trading higher 

with South Africa (+1.1%) outperforming. EMEA currencies also edged higher against the dollar, except 

for the Polish zloty (-0.2%). Markets in LatAm were mixed Tuesday. While equities in Mexico (1.9%), 

Peru (+1.7%) and Chile (+1.2%) were up, Brazil and Colombia were down 0.2%. On Tuesday, Peru started 

its COVID-19 vaccination drive using vaccines from China’s Sinopharm laboratory. According to a 

Bloomberg report, a recent survey estimated nearly half of the country’s population is against inoculation 

even as the number of daily new cases remain high. Government bonds in Ecuador continued to fall on 

Tuesday as the nation heads for a second round of elections on April 11. Ecuador’s 2040 USD bonds fell 

2.8 points on Tuesday. 

 

Mexico 

Eyes on the Central Bank’s (Banxico) meeting tomorrow as inflation surprises on the upside. 

Mexico’s January inflation came in at 3.54% y/y, which is higher than the median consensus estimate of 

3.45% y/y and December inflation of 3.15% y/y. This implies that the gap between actual headline inflation 

and the target set by Banxico has widened. However, market analysts believe Banxico might yet announce 

a rate cut on Thursday as core inflation has largely remained flat, 3.84% y/y in January vis-à-vis 3.80% y/y 

in December.  
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Inflation deviates further away from Banxico's target.

Source: Bloomberg
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China 

Equities (Shanghai +1.4%; Shenzhen +1.8%) gained ahead of the upcoming Lunar New Year 

holidays. Producer prices rose for the first time in a year, increasing +0.3% y/y in January, on rising 

commodity costs. Consumer prices reversed into negative territory, falling -0.3% y/y in January. Core 

inflation also fell at the same rate, marking the first decline since 2009. Separately, the central bank’s 

director of the research bureau said that the financial situation of coal companies is worth paying 

attention to. He mentioned that some companies have started to lower emissions and climate risks are 

manageable. The People’s Bank of China has started conducting stress tests on the financial risks of coal-

fired power plants in 2017. Regulators are considering the systemic impact from climate-related risks. The 

RMB and 10-year bond yields were little changed. 

 

 
 
 
 
 
 
 
 

 
Egypt 
Inflation slows more than expected in January to 4.3% yoy. The sharp slowdown from 5.4% in 

December comes largely on the back of food prices although core inflation came also at 3.6%, with both 

measures below the Bank of Egypt 5-9% target band. The central bank reduced its policy rate by 400 bps 

to 8.25% in 2020 and analysts expect another 100 bps of cuts in 2021. The demand for local government 

securities remains solid as projected by steady off-shore bond-linked note issuance through international 

dealers. Contacts see further inflow potential from the on-going discussions on Egypt’s inclusion to 

JP Morgan EM Bond Index as the government has indicated that it has so far met all the requirements. 

 

 
 

Ethiopia 

Fitch downgraded Ethiopia to from B to CCC on G-20 Common Framework related uncertainty. S&P 

and Moody’s currently rate Ethiopia B and B2 respectively. The yield on the 2024 Eurobond increased by 

80 bps as contacts reported investors attempts to further reduce exposure amid thin market liquidity. There 

were no further spillovers to other regional securities.  
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Global Financial Indicators 
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Emerging Market Financial Indicators 
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