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e Crowded positioning and erratic trading in commodities weighed on risk sentiment (link)

e Soft Tokyo inflation print reinforces view that BOJ will tighten policy gradually (link)

e Surveys say next ECB move is more likely to be a hike than a cut (link)

e Stronger euro acting as a modest additional headwind for earnings (link)

e Onshore yuan steady on Friday but closed stronger for a tenth consecutive weekly gain (link)
e Rising stress in subprime auto credit is emerging as persistent pocket of vulnerability (link)
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Markets Remain Cautious Amid Volatile Gold Prices, Fed Chair Nomination

The Treasury curve steepened modestly, and global equities were mixed this morning. President
Trump announced Kevin Warsh would be his nominee for Chair of the Federal Reserve. 2y Treasury
yields declined 1-2 bps, while 10y and 30y yields rose 2-3 bps. Meanwhile, precious metal prices
sharply declined overnight before recovering amid erratic trading since yesterday. Crowded
positioning and unsustainable increases in gold and silver prices exacerbated market volatility, which
appears to have been initially triggered by a sharp reversal in copper futures on Thursday. Gold quickly
retraced part of the overnight move and remains marginally higher on net compared to last Friday. The
dollar edged higher, with the euro (-0.3%) and yen (-0.5%) weaker, after data suggested that Japan did not
formally intervene in the currency market last week. European equity markets outperformed, with China
posting losses and US equity futures trading slightly lower. Theme of the week: Renewed dollar weakness
(-1.8% this week) and the long-term upward move in gold prices (+17% YTD) forced market participants to
reconsider the extent of global rebalancing and geopolitical uncertainty. Analysts are increasingly focused
on whether global portfolio managers will reallocate away from US dollar assets, particularly with JGB yields
looking more attractive, non-US equities outperforming, and currency moves making US returns less
appealing. European domiciled US equity funds saw small outflows this week, and some reports suggest
that a few investors are tilting marginal assets away from the US, but there are still limited signs of a broad
shift in allocations. Data release to watch: TIC data on US portfolio flows in December on February 18.

Key Global Financial Indicators

Last updated: Level Change from Market Close

1/30/26 7:54 AM Last 12m Latest 1 Day 7 Days 30 Days 12 M YTD
Equities % %
S&P 500 e 6969 -0.1 1 1 15 2
Eurostoxx 50 W 5951 1.0 0 3 13 3
Nikkei 225 """ 53323 -0.1 -1 6 35 6
MSCI EM e 60 -0.5 3 10 40 10
Yields and Spreads bps
US 10y Yield At ™ 4.25 1.8 2 13 -27 8
Germany 10y Yield W 2.85 0.7 -6 -1 33 -1
EMBIG Sovereign Spread —J""'»M 245 2 0 -12 -74 -9
FX / Commodities / Volatility %
EM FX vs. USD, (+) = appreciation W—"""“"‘""") 47.6 -0.3 (o] 2 9 2
Dollar index, (+) = $ appreciation M_._,\ 96.5 0.3 -1 -2 -10 -2
Brent Crude Oil ($/barrel) MWM 70.5 -0.4 _ -8
VIX Index (%, change in pp) ,1‘\. A 17.8 0.9 2 3 2 3

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

US PPI inflation came in above expectations at 3% yl/y (vs 2.8% expected) and 0.5% m/m (vs 0.2%
expected. Ex. Food and energy, PPI printed at 0.7% m/m (vs 0.2% expected). Treasury yields ticked
slightly higher after the release, and equity futures weakened.

back to top

Market volatility spiked amid a sharp intraday swing in commodity prices. Gold and silver prices
experienced intraday swings of 7.5% and 11% respectively following a sharp reversal in Comex copper
futures, which had rallied nearly 10% overnight. The unwinding was reportedly driven by the liquidation of
sizable OTC and futures positions rather than any fundamental catalyst. Risk-off dynamics broadened after
equity markets opened, as Microsoft shares fell 12%, the largest intraday decline since 2020, amid lingering
skepticism over whether rising Al-related capex will translate into earnings growth. The parallel sell-off in
equities and commodities underscored that precious metals have been trading like risk assets at times.
The dollar and Treasury bonds rallied (-2 bps) amid a spike in the VIX to 20, consistent with
traditional flight-to-safety dynamics, unlike some other recent market action. The broader FX reaction
displayed similar characteristics, rather than a pure positioning unwind. Funding currencies outperformed
during the sell-off, with JPY and CHF rallying more than positioning alone would have implied, while high-
beta currencies underperformed, including the Mexican peso, Brazilian real and South African rand.

Copper, Gold and SPX Futures
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Rising stress in subprime auto credit is emerging as a
localized but persistent pocket of vulnerability.
Delinquency rates on older subprime auto loan vintages
continue to deteriorate, with 60+ day delinquencies for the
2023 cohort approaching 10 percent, while the 2024
vintage is now following a similar trajectory, underscoring
the cumulative impact of prolonged credit stress. While
most stressed vintages have materially paid down and
benefited from structural credit enhancement, the
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60+ Day Subprime Auto Delinquencies by Vintage
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persistence and breadth of deterioration raise the risk of further losses as newer cohorts age, underscoring
downside risks to consumer credit and select segments of securitized markets.

Euro area

European stocks traded higher today (+0.6%), mostly driven by a partial recovery of SAP and
financials outperforming. Following last week’s IPO of Czech defense group CSG, Euronext’s CEO said
today that the “pipeline on aerospace and defense is unprecedented,” and that investors are looking to
diversify away from the US into Europe. Today, euro area sovereign yields edged up marginally, with little
movement over the week—in sharp contrast with this week’s volatile dynamics in FX, equity, and
commodity markets.
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European earnings are underperforming early in the season, with a stronger euro acting as a
modest additional headwind rather than a dominant driver. According to Bank of America, the recent
USD weakening has lifted the euro by only around 1%, far short of the scale typically required to materially
dent STOXX Europe 600 earnings expectations, despite uneven sectoral effects. Bank of America sees
limited further USD downside this year, implying that FX is unlikely to be a key driver for European equities.
Commerzbank instead points to softer European industrial momentum and renewed tariff uncertainty as
more meaningful risks, particularly for cyclical sectors already facing ambitious earnings expectations, while
Al-linked earnings strength remains concentrated in the US. According to Morgan Stanley (MS), EUR/USD
strength is unlikely to derail the recent positive European diversification inflow story for now, though risks
rise as the currency moves higher. MS estimates that a 5% trade weighted EUR appreciation reduces euro
area exports by 1.5% and growth by 0.3 pp, with France, Italy, and Spain's economic growth most sensitive.

Not the US: European earnings outlook did not Exhibit 4: A stronger EUR weighs on European earnings expectations, but the move seen so
recover in H2 far should have a relatively negligible impact
Evolution of indexed 2026 consensus EPS, 100% = Stovec 600 12m fwd EPS vs EUR trade-weighted index (TWI)
31. Oct 2024. IGS = “Industrial Goods & Services”
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The European Central Bank is expected to hold next week, and surveys and market pricing point to
a market expectation that the ECB is “done.” Most analysts surveyed by Bloomberg believe that the
ECB’s next move (further down the line) could be a rate hike rather than a cut. At the same time, market
reports point to next week’s euro area inflation flash estimate for January. Surveyed economists expect it
to come in at 1.8% y/y, down from 1.9% previously, although some analysts see scope for a 1.7% print.
The flash estimate will be released on Wednesday, with the ECB’s rate decision following the day after. No
ECB cuts or hikes are priced for 2026. Surveyed economists see US policy as a key risk to the euro area
outlook, followed by geopolitical tensions.

The next ECB move in rates is more likely to be a... Severity of risks to the euro area economic outlook
Bloomberg Survey Responses Bloomberg Survey Responses
o —
70% Global geopolitical tensions
o,
60% US policy
o,
50% Populism in Europe
40% Spillovers due to policy shifts
elsewhere
30% - .
Inflation pressures
20% A
Supply-chain disruptions
10% -
Ukraine-Russia crisis

0% -

hike cut 1 2 3 4 5

Source: survey of 42 i Jan. 23-28 ahead of the Feb. 5 ECB meeting. IMF staff calculations: the RHS chart shows the weighted average score amongst respondents, whereby 1 = No Risk, 5 = Significant Risk.

Japan

Soft Tokyo inflation reinforced expectations that the Bank of Japan will tighten policy gradually.
January Tokyo CPI came in below expectations, with core inflation easing to 2.0% y/y (vs 2.2% expected)
and the ex. fresh food & energy measure slipping to 2.4%. Headline inflation fell to 1.5% (vs 1.7% expected),
driven by easing food price pressures. The softer readings may have reduced the urgency for immediate
tightening, echoing Governor Ueda’s recent balanced message that the BOJ is watching underlying trends
into the new fiscal year before stepping up the pace of tightening. Overnight indexed swaps are pricing in
a 64% probability of a rate hike by April, down from 74% on Monday. The yen weakened further (-0.6%) to
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JPY154/USD, while Ministry of Finance data suggested there was no formal intervention in January. Some
analysts felt that the reported nomination of Kevin Warsh as Fed Chair would limit near-term upside in the
yen given his stance on balance sheet reduction. JGB yields declined modestly (2y -2 bp, 10y -1 bp. 30y
unchanged) after 2y auction saw solid demand.

Tokyo CPI Inflation Gauges Dollar-Yen Approaching 154 Level Again
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Emerging Markets back to top

In EMEA, most currencies were weaker this morning, while some equity markets underperformed
amid the decline in metals prices. Hungarian equities outperformed, up 0.8%, while South African stocks
fell 4% and the rand fell 1% given the correlation with gold prices. Turkish assets edged lower after a strong
week, with the lira down 0.2% and equities down 0.6%. Asian currencies generally weakened, with Thai
baht (-0.9%) underperforming regional peers. Asian equities declined noticeably (EM Asia: -1.5%), led
by Hong Kong SAR (Hang Seng: -2.1%), Taiwan POC (TAIEX: -1.5%) and China (CSI 300: -1.0%). In Latin
America, regional equity markets declined on Thursday, with Chile underperforming down 0.9%.
Brazilian stocks fell as much as 1.7% before closing 0.8% lower. Most major currencies ended the day
slightly higher after intraday losses triggered by the sharp swings in commodity prices and broader risk
sentiment. The Colombian peso closed 0.9% higher.

Argentina

The Argentine peso has stabilized in recent months amid greater political certainty and high interest
rates, allowing the central bank to boost foreign reserves. Bloomberg reported that local money market
holdings denominated in pesos have risen 7% in January, with subdued volatility boosting the appeal of
earning returns in pesos, where interest rates are well over 30%. The central bank also has continued its
foreign currency purchase program, acquiring more than $1 bn YTD.

Argentina’s central bank has purchased $1 billion in hard currency this
Peso Stabilizes After Milei’s Midterm Win year
Currency has been trading around 1,450 per dollar since late November
® Net Dollar Purchases
7 Argentine Peso, Official Rate ~ Upper Trading Limit _—
1,600 pesos per dollar s

Victory in national
midterms

Defeat in provincial 50
election

Source: Bloomberg Bloomberg  source: BCRA Bloomberg

Brazil

Brazil’s economy is showing signs of strain amid high real interest rates, with high job losses and
elevated loan delinquency rates. Brazil shed nearly 620k formal jobs last month, well above economists’
expectations. The personal loan default rate climbed to 6.9 percent in December, the highest level in nearly
thirteen years. Markets are pricing in around 250 bps of easing this year after the central bank signaled an
upcoming March rate cut.
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Brazil Per Loan Def P With Key Rate at 15%
Rate of personal loans more than 90 days late hits 6.9%, highest since 2012

~ Personal loan default rate ® Central bank's key rate
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China

Onshore yuan steady on Friday but closed stronger for a tenth consecutive weekly gain, its longest
streak since 2013. Today, onshore CNY was steady while offshore CNH depreciated (-0.1%), after the
yuan was fixed stronger at 6.9678. Despite the US Treasury sharpening its rhetoric by calling the currency
“substantially undervalued” and urging Beijing to allow faster appreciation, market participants still see the
People’s Bank of China as favoring a controlled, incremental strengthening path to avoid disorderly FX
flows. According to a survey conducted at Goldman Sachs’ global conference in Hong Kong, more than
90% of investors expect the yuan to appreciate in 2026, with 44% projecting the exchange rate at 6.80-
7.00 by end-2026.

Yuan Set for 10th Straight Week of Gains vs USD
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Chinese banks have ramped up government bond purchases this month, fueling a rotation into
government bonds just as equity momentum cools. Record fund injections from People’s Bank of China
and easing loan demand have left banks well-funded with cash. Heavy buying at the long end has pulled
30y vyields lower for a second consecutive week, while auction demand continues to produce robust
bid-to-cover ratios. Regulatory tweaks in line with global standards have also expanded banks’ duration
capacity, helping absorb elevated issuance. Today, 10y and 30y government bond yields closed at 1.81%
and 2.26%, respectively, down 8 bps from the January 7 peaks. With funding conditions stable and policy
leaning accommodative, the curve is biased to flatten, and strategists expect the 10y yield to trade between
1.7-2.1% range this year.

Chinese Bond Yields Are Resuming Declines
W China®s 30-year government bond yield (R1) M Shanghai Composite Index (L1)
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Chinese Banks Enjoy Low Funding Costs For Bond Buying
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Kenya
The shilling was little changed after headline inflation
eased in line with expectations to 4.4% yly from 4.5%.

2026
Bloomberg @

Kenya: Inflation, Policy rate, Currency and Equities {Jan 24=100}

w= Policy Rate

14 Shilling per USS {RHS)

——Headline inflation

Stock Market (RHS)

Core inflation stood at 2.2% yly (2% in December).
Inflation has remained at the lower end of the tolerance
band since June 2024, allowing policymakers to cut the .
benchmark rate by 400 bps to 9% since August 2024. -~ w0
According to Bloomberg, today’s data may persuade the * _\_\_H_"—\_,_._-——'_‘—'_'—* “
MPC to lower rates further at its next meeting on February -
10th, as the central bank projects inflation to remain below o2t #er2e e pe2a enas aeres s ocas anze
the 5% midpoint of its target range. Moody’s upgraded its

rating to B3 (from Caa1), six notches below investment grade, citing a reduced risk of default, triggering a
rally in Kenya’s dollar bonds (-12 bps). Kenya is reportedly set to issue around $2 bn in USD bonds.

Source: Bloomberg and IMF calculations

South Africa

The rand fell (-1%) and equities plunged (-4%) amid heavy losses (-9%) in the mining sector
following the volatility in gold prices. South Africa’s government bond yield curve bear-steepened, with
the 2y yield 3 bps higher at 6.87%, while the 10y yield rose 10 bps to 8.07% amid a rise in breakeven rates.
Yesterday, the central bank (SARB) meeting saw a split decision (rate hold), with two out of six MPC
members preferring a 25 bp cut. Governor Kganyago stated that “near-term inflation forecast has fallen,
with the rand stronger and a lower oil price.” The central bank cut its 2026 inflation forecast to 3.3% (vs
3.5%), while flagging risks from heightened geopolitical uncertainty. Deutsche Bank saw yesterday’s
decision as a “dovish hold,” with SARB’s outlook allowing for further cuts to near 6% by end-2027.
Separately, JPMorgan noted improved sentiment on South African banks after a 24% rally in the last six
months, while insurers face challenges from prospects of structurally lower rates.
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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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