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• AI-driven capex reshapes credit dynamics amid sectoral stress (link) 
• Rates volatility reacts to shifting growth perceptions (link) 

• Bank of England easing expectations rise on UK labor market data (link) 
• Easing inflation and currency strength expected to support further rate cuts in Israel (link) 
• Markets in India have underperformed regional peers in 2026 (link) 
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AI Concerns Weigh on Markets 
US equities are returning from holiday with a weak opening. US equity futures are about 0.3% lower 
in pre-market trading, with technology shares especially hit (Nasdaq futures are down 0.7%). There has 
been little catalyst for the move, with many Asian markets closed for the Lunar New Year and investors 
largely waiting for reports to be released later this week, including Fed minutes. Despite the mostly negative 
sentiment, European equities are holding on to slight gains. Among the risk-off mood, sovereign bond yields 
are moving lower, with both the Bund and UST 10-year yields about 2bp lower this morning. The 10-year 
treasury yield has now fallen about 20bp so far this month, driven primarily by last week’s data releases. 
Similarly, in the UK, weaker than expected jobs data released today is raising sentiment that the BoE will 
cut rates next month with two full 25bp cuts now priced for this year. Emerging market currencies are 
weaker on the day, with the South African rand leading losses on weakness in metal prices.  

 

http://www.cvent.com/api/email/dispatch/v1/click/7m5gjzlpkltd4g/kr5j7w4y/aHR0cHMlM0ElMkYlMkZ3d3cuaW1mY29ubmVjdC5vcmclMkZjb250ZW50JTJGaW1mJTJGZW4lMkZnbW0lMkZhcmNoaXZlLmh0bWwmU1U2YyUyRkpWNXpnWSUyQjdGYmdRWTZpSDBrVERJSXlOS2FSZGhVYWVFcXlwYTAlM0Qmb25saW5lK2FyY2hpdmU
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In the week ahead, markets will digest a broad flow of GDP and inflation data, with a focus on US inflation 
data alongside the ongoing earnings season. In the US, the PCE release will offer insights into consumption 
dynamics and inflation trends while investors will look to the Fed minutes from its January meeting for signs 
of further rate cuts. Additional US indicators, including GDP, durable goods and industrial production will 
help round up the growth picture. In Europe, CPI prints in Germany, France, and the UK, together with flash 
PMIs and Germany’s ZEW survey, will provide updates on price pressures and activity momentum. In Asia 
the focus will be on policy rates, with New Zealand and Indonesia expected to keep policy rates on hold 
while the Philippines is expected to cut. Japan will release GDP, CPI, and industrial production data. 
Markets will also keep an eye on the US Supreme Court’s potential ruling on tariffs, alongside sovereign 
rating reviews for the UK and Sweden. 
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United States 
AI-driven capex reshapes credit dynamics 
amid sectoral stress. Markets have entered 
2026 with growing conviction that AI is real 
and economically transformative. This is 
largely underscored by the sharply rising 
capital expenditure of large hyperscalers, with 
Morgan Stanley forecasting hyperscaler 
capex to approach $911bn by 2027. The scale 
of spending points to greater reliance on credit 
markets, reshaping issuance patterns and 
potentially contributing to somewhat wider IG 
spreads, though analysts stress this is not 
indicative of late-cycle conditions: with the 
bulk of investment still ahead, the cycle may 
only be beginning. By contrast, credit segments exposed to AI disruption tell a different story. Leveraged 
loans and Business Development Companies remain under pressure, with scope for further price declines 
before distressed exchanges and potential bankruptcies emerge. Credit analysts are increasingly focused 
on whether stress in these pockets could spill over into the broader high-yield market. 

Rates volatility reacts to shifting growth perceptions. 
Over the past few months, rate volatility has been driven 
less by inflation fears and more by shifting perceptions 
about growth, according to Goldman Sachs analysts. With 
intensifying growth worries, most recently after the software 
selloff and patchy activity data, volatility tends to jump, 
especially in short-dated, front-end rates. By contrast, when 
growth sentiment improves, volatility compresses. Even 
with the recent bounce, however, rates implied volatility 
remains near the low end of its multi-year range. Looking 
forward, upcoming economic data in line with resilient 
macro growth should should cap how far volatility can rise 
from here, though it may take a broader improvement in risk 
sentiment to push it meaningfully lower again.  
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Europe 
European equities are trading higher driven by the utilities and real estate sectors. The Stoxx 600 
was around 0.3% higher early this morning with regional bourses also trading in positive territory. 
Government bond yields were lower across all tenors, led by the longer end where 30Y bund yields were 
around 3bp lower at 3.40%, in line with global peers. Intra-EMU government bond spreads remain broadly 
steady with the 10Y BTP-Bund spread at around 62bp and the 10Y OAT-Bund spread at around 59bp. 
Elsewhere the euro was fractionally weaker against a broadly stronger dollar to trade at 1.1845. On the 
data front, Germany’s ZEW expectations survey declined in February, printing at 58.3, below consensus 
expectations which had projected a rise in the index to 65.2, from 59.6 in the prior month. Meanwhile, the 
ZEW current situation index printed in line with expectations at -65.9. ZEW President, Achim Wambach 
noted that the “there are still considerable structural challenges, especially for industry and private 
investment.” Recent data from Germany had suggested the country’s industrial sector may be showing 
signs of some improvement with a rise in factory orders being cited as a sign that the sector may rebound. 
Bloomberg economists remain more cautious, pointing to weak order books with the auto sector remaining 
under pressure. Economists expect a modest upswing in industrial activity in 1H’26, before additional 
government spending provides momentum in the second half of the year. 

United Kingdom 
Expectations of Bank of England easing rise on 
weaker-than-expected UK labor market data. Data this 
morning showed unemployment edged up to 5.2% in the 
three months to December, ahead of consensus 
expectations of 5.1%, while HMRC payroll data for January 
showed a fifth consecutive month of decline (-11K). 
Redundancies also remain elevated at around 145K in the 
three months to December 2025. Wage growth was also 
weaker than expected, falling to 4.2% 3m/yr from 4.6% 
prior. Following this morning’s data, money markets scaled 
up expectations of Bank of England (BoE) rate cuts fully 
pricing in two 25bp rate cuts by year-end, to take the policy rate to 3.25%. Gilt yields were around 3–4bp 
lower across the curve and pound sterling weakened against the dollar by as much as 0.6% in early morning 
trade to $1.3552, before paring losses. Analysts at JP Morgan argue that tomorrow’s CPI data will be an 
additional factor in determining whether the BoE delivers a March rate cut. Meanwhile, Deutsche Bank 
analysts believe today’s data may bring “risk management’ considerations into MPC discussions as the 
committee may shift its attention towards addressing continued weakness in the labor market. 

Israel 
Easing inflation and currency strength expected to 
support further rate cuts in Israel. Headline inflation 
printed at 1.8%y/y in January, below consensus 
expectations of 1.9% and down from 2.6% in the prior 
month. Analysts at JP Morgan argue that broad-based 
weakness in the latest inflation print, combined with 
continued strength in the shekel, which has advanced 
around 2.8% YTD against the USD and over 14% last 
year, should allow the Bank of Israel (BoI) to deliver a 
25bp rate cut at next week’s policy meeting. The analysts further revised their expectation of where policy 
rates will end the year, adding an additional rate cut into their forecast and now project the policy rate to 
reach 3.25% by year-end (3.5% previously).  
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EM assets edged higher on Monday, with the MSCI EM FX index up 0.2% and the MSCI EM equity index 
rising 0.3%, nearing record highs. Positive developments are taking place across many EMs. The 
Hungarian forint gained on market-friendly election optimism, Zambia’s local currency bonds are up about 
25% YTD, and Paraguay has been sounding out investors about a potential Eurobond issuance. Many 
Asian markets are closed for the Lunar New Year holidays. Local market moves were limited. EMEA 
risk assets traded largely in the red this morning. CEE currencies continue to trade in a narrow range 
against the euro while the South African rand was weaker against a broadly stronger dollar. Bloomberg 
reports that Croatia is issuing a 10y EUR benchmark bond today, and Slovenia tapped its 2036 bond 
yesterday, with strong demand. Elsewhere, the Romanian central bank will communicate its rate decisions 
later today; markets expect a hold at 6.5%, as inflation remains at 9.6% y/y (January). Latin American 
markets were subdued Monday, with equities lower in Colombia and Mexico while Chile edged modestly 
higher. FX was similarly calm as the Mexican and Colombian pesos were little changed, while the Chilean 
peso softened slightly. Brazil was closed for a holiday, and on the data front, Colombia’s GDP growth 
slowed in 4Q25 to 2.3% y/y, undershooting the 2.8% median forecast. 

EM Fund Flows 
Weekly EM bond fund flows held steady at +1.6bn (from +1.6bn), while EM equity inflows accelerated 
to $8.5bn (from $7.9bn) in the week ending February 13. Within bonds, hard currency funds rebounded to 
+$587mn (from -$181mn) even as local currency inflows cooled to +$998mn (from +$1.8bn). Non-ETF 
inflows rose to +$1.4bn (from +$1.3bn) while ETF inflows eased +$201mn (from +$295mn). For equities, 
inflows remained led by ETFs at +$6.4bn (from +$7.0bn), while non-ETFs jumped to +$2.1bn (from 
+$939mn). YTD, EM bond and equity flows stand at +9.3bn and +$55bn, respectively. 

EMEA Issuance 
EMEA emerging market borrowers are paying smaller new-issue premiums despite record January 
supply, while local currency bonds have also benefited from strong foreign demand. New issue 
concessions in the CEEMEA region averaged 3 bp in January, below the 4 bp average in January 2025, 
even though issuance surged to a record $69.9bn-equivalent for the month, according to Bloomberg. Deals 
were on average 3.4 times oversubscribed, allowing pricing to tighten by roughly 36 bp during execution. 
Strong foreign demand for EM assets is also boosting local currency bonds, with Bloomberg highlighting 
strong returns in Africa’s—and in particular Zambia’s—local debt markets. 
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India 
Local markets have given up most of the gains made after the announcement of the India-US trade 
deal on February 2. Corporate earnings have not kept pace with regional peers, and many important Indian 
companies are viewed as particularly vulnerable to AI-related disruption. The rupee is close to an all-time 
low versus the dollar, and the Reserve Bank of India has had to intervene on a number of occasions. 
Worries about further depreciation pressures have also kept many foreign investors away. In a year when 
many equity markets in Asia have rallied, India stands out as one of the few markets to start the year in the 
red. The weakness of the currency has resulted in even lower returns in dollar terms. Indian markets are in 
an extended downturn, as 2025 also saw negative returns for many local asset classes. 
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Global Financial Indicators 
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Emerging Market Financial Indicators 
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