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e Oil rally reinforces hawkish repricing in US policy outlook (link)

¢ Refined fuel market strains intensify amid the surge in oil prices (link)

e ECB keeps rates on hold (link)

e Convertible bond issuance in Japan increases as rates rise (link)

e China’s CGBs gained as growth softens and equity markets lag (link)

e Moody’s upgrades Argentina’s long-term local and foreign debt rating to B3 (link)
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Oil Climbs, Yields Continue Ascent as Middle East Conflict Expands

Inflation fears are accelerating after oil tanker attacks in the Red Sea pushed Brent futures (+5%)
near $100/bbl, leading markets to price back central bank hikes. Global sovereign yields continue their
ascent, with the US 10yr (+5bps) hovering at 4.7%. The war’s expansion into the Red Sea has renewed
energy supply concerns after fresh strikes by both sides in the Iran-US conflict. European natural gas has
also risen 5% in recent days to levels last seen in early 2023. While the ECB kept policy rates on hold as
expected and market reaction is so far muted, further hawkish rhetoric could reinforce repricing. In the US,
Fed funds futures now price the first full hike in September and another by March. Risk assets have come
under pressure from higher oil prices squeezing margins, a shifting Al narrative, and companies struggling
to meet elevated earnings expectations. Disappointing results from Alphabet and Tesla—with Alphabet
weighed down by new capex concerns—dragged the Mag7 lower, though the Philly Semiconductor index
saw inflows yesterday. Reports of additional capex supported Asian stocks, led by the KOSPI (+4%). This
morning, US equity futures pointed to a much lower open (SPX: -0.9%), major European bourses were
negative (STOXXS50: -2.6%), and the dollar index was 0.3% higher against G10 currencies.

Key Global Financial Indicators
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Colers denote tightening/easing financial conditions for observations greater than £1.5 standard deviations. Data source: Bloomberg.
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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

Treasury yields resumed their ascent amid resurging oil prices. Month-to-date, the 2yr yield has risen
13 bps to 4.3% and the 10-year yield has risen 20 bps to 4.67%, with short rates accelerating over the past
two weeks. Meanwhile, FOMC-dated OIS rates have also returned to levels seen after the June FOMC
meeting, implying a first rate hike in September and a second by March 2027. However, inflation
expectations have remained broadly stable, with the 1-year inflation swap still down 10 bps this month and
the 2-year swap little changed. Some investors argue that markets have already priced in much of the
expected central bank response to higher oil prices, with current elevated-but-not-extreme crude levels
insufficient to materially alter the inflation outlook.

Inflation Swap and Brent

FOMC-dated OIS (%) ($/barrel; percent)
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The US is expected to replace the temporary Economies Targeted in Two of Trump’s Trade Cases

10% global tariff under Section 122, which [t etk
expires on Friday, with a new set of tariffs, [alkitaaliliiheedlae bl
starting with differentiated Section 301 -
tariffs tied to alleged forced-labor practices.
Imports from 15 economies, including Canada,
Mexico, the EU, and Taiwan POC, would face
10% duties, while others, including China, India,
South Korea, and Japan, would be subject to
12.5% tariffs under the current proposal. A
separate Section 301 investigation into excess

.

industrial capacity remains ongoing and could [ o

apped data are for distinct economies. Bloomberg

lead to additional tariffs at a later date.
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Separately, President Trump has threatened to impose a 100% tariff on generic drugs starting in 2028
under Section 232 if manufacturers do not shift production to the US, with the rate rising to 200% a year
later.

Euro Area

Brent crude rose more than 5.5% to above $99/bbl this Serman 10-vear vield climbs to Highest since 2011
ging energy prices fuel expectations for faster inflation

morning after the Houthis claimed attacks on two Saudi # cem w-year yiew

oil tankers near the Bab al-Mandab Strait. Any disruption to

shipping through the Red Sea would further tighten oil flows

from the Gulf. European sovereign yields rose by 3—4 bps :
across curves and maturities, with increases concentrated at g
the front end. Bloomberg notes that the 10-year Bund yield W‘M\ 0
stands at its highest level since 2011. Risk assets weakened ) W .
this morning, with the Euro STOXX 50 falling 2.6%, while = == =n = =0 20 22 o o

European energy stocks outperformed, gaining 2.6%. e Bioombera

The European Central Bank kept its policy rates on hold, as expected. The deposit rate, which remains
the ECB's key policy rate for steering money market rates, was left unchanged at 2.25%. The decision
stated that the outlook for energy prices, while highly volatile, currently stands close to the baseline in the
June Eurosystem staff projections and well above the levels recorded before the conflict in the Middle East.
The ECB also reiterated that it will follow a data-dependent and meeting-by-meeting approach. The market
reaction to the policy announcement was muted. The euro weakened by 0.3% today against the US dollar,
to below $1.14, but these moves occurred before the policy decision and reflected broader US dollar
strength. ECB President Lagarde will elaborate on the Governing Council's assessment and the rationale
behind today's policy decision at the press conference later today (2:45pm CET).
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June baseline projections, despite earlier indications that both headline and core inflation could undershoot.
While there is still no convincing evidence of second-round effects on wages or longer-term inflation
expectations, the renewed energy shock reinforces their expectation of a second ECB rate hike in
September, with risks tilted toward additional tightening if energy prices remain elevated.

Japan

Convertible bond issuance in Japan increased amid riSing  japanese corporations' convertible bond issuances
interest rates_ Euroyen Convertible bond issuance by (Euroyen bonds issued in the first half of each year, in billions of dollars)
Japanese companies reached $6.8 bn in the first half of the 2

year, according to LSEG. Issuance for the year is the highest %

since the first half of 2004, when the total reached $11 bn. 0

Convertible bonds come with lower interest rates than other I I‘ I II
corporate bonds, allowing borrowers to raise funds at a lower © "“l I “ lnasealilban ""I“"-"J

1980 2000

15

cost when interest rates are rising, but they can dilute earnings
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per share upon conversion, making them less attractive when share prices are down. In a rising-rate
environment and with a buoyant TOPIX, the current environment for convertible bonds is the most attractive
since the GFC, according to Eagle's View Japan Management. Nomura notes that investment in Japanese
convertible bonds has been driven primarily by hedge funds. Global issuance of convertible bonds has also
increased. In the first half of the year, issuance totaled $129.6 bn, according to LSEG, the highest on record
since 1980; US companies accounted for 63% of the total. The TOPIX gained 0.5% on the day, while the
yen weakened further (-0.2%) to ¥163.42/$, a fresh four-decade low.

Commodities

Brent crude rose around 30% in July to near $95/barrel as geopolitical tensions re-escalated,
fueling strains in refined fuel markets. US retail gas prices have climbed back above $4/gallon and
diesel above $5/gallon, while crude, gasoline and distillate inventories have fallen below their five-year
averages. At the same time, diesel and gasoline crack spreads have returned to record or near-record
highs amid refinery outages and persistent disruptions to refined product supplies. The renewed rise in oil
prices now significantly increases the risk that persistently elevated fuel prices feed through inflation and
eventually weigh on economic activities.

Brent vs NYMEX crack spread
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EMEA equities and currencies edged lower this morning, as oil extended its rally. In CEE, equities
traded mostly lower, led by Czechia (-0.5%), while currencies were marginally weaker against the euro.
Romania (+0.7%) rose on news that Parliament will soon debate draft laws tied to more than €4bn in EU
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recovery funds. In TUrkiye, equities were flat and the lira was little changed. In South Africa, the rand slipped
0.2% to ZAR16.46/$ and equities fell 0.7% as gold prices declined; the SARB is expected to raise its policy
rate by 25 bps to 7.25% later today. Gulf equities were mixed, with Dubai (+0.5%) and Abu Dhabi (+0.7%)
up, Qatar (-0.2%) lower, and Saudi Arabia flat. Elsewhere, Kuwait raised $6bn through 3-, 5-, and 10-year
dollar Eurobonds against about $14bn in demand, with spreads tightening to 70-85 bps over USTs.
Tanzania is reportedly testing investor demand in London for its first hard-currency bond since 2013 to help
fund infrastructure projects.

Asian equities gained broadly overnight amid a rebound in regional chipmakers. The Korean Kospi
led overall gains (+4.4%) while the TOPIX and Taiwan TAIEX were little changed. In its State of the
Economy report for July, the Reserve Bank of India (RBI) reiterated that the economy remains resilient
but has downside risks from the war in the Middle East. The RBI is widely expected to keep interest rates
unchanged at its August 5 policy meeting. In currencies, the Korean won strengthened (+0.7%) to its
strongest level in more than 10 weeks after the release of a better-than-expected Q2 GDP report (+3.7%,
yly, vs expectations of 3.5%, y/y). Bloomberg Economics expects that the latest GDP report will likely raise
the probability of a rate hike from the BOK in August.

Latin American currencies were mixed yesterday, while equities mostly rallied. The Colombian peso
(+0.5%) again outperformed its emerging market peers, strengthening to its highest level since 2018. The
Brazilian real (+0.4%) also appreciated, while the Argentine peso (-0.3%) and Chilean peso (-0.1%)
weakened. Equities posted broad gains, led by Argentina (+3%) and Brazil (+2.4%), and followed by Mexico
(+0.9%) and Chile (+0.5%).

Argentina

Moody’s upgraded Argentina’s long-term local- and foreign-currency debt rating to B3, with a
positive outlook. Moody’s raised Argentina’s rating by one notch from Caa1, citing materially stronger
credit fundamentals driven by fiscal discipline, declining inflation, and continued economic liberalization.
The agency also highlighted stronger exports, rising foreign direct investment, and improved access to
external financing as factors supporting the country’s external position. Moody’s noted that the positive
outlook reflects the potential for further improvements in Argentina’s credit profile as external finances
strengthen and macroeconomic stabilization continues. The upgrade follows similar moves by Fitch Ratings
and S&P Global Ratings in May and June, respectively, lifting the average sovereign credit rating across
the three major agencies above the highly distressed category (left chart). Bloomberg analysts noted that
the upgrades broaden the pool of investors eligible to hold Argentina’s sovereign debt. Consistent with the
improved credit outlook, Argentina’s sovereign bond spreads over U.S. Treasuries have narrowed to their
lowest level in nearly eight years (right chart).

Leaving Deep Junk Behind

Average of the credit rating by the three main credit-rating agencies (1=AAM) Argentina Bond Spreads at Lowest Since 2018
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China
Central government bonds (CGBS) gained as growth China's 30-Year Bond Futures See Sharp Increase in Positions
. . . / Daily net change of China 30-year bond futures' open interests
softened and equity gains lagged. In addition to soft Contracts
40K
economic data and recent lackluster equity market
performance, speculation about a possible deposit rate cut »

for some banks and expectations for additional monetary
policy easing ahead of the Politburo meeting also lifted
bonds, with longer-dated maturities leading overall gains. 2
Futures contracts for the 30-year bond climbed as much as
0.3% on the day, extending gains from their March low to
more than 4%. Meanwhile, open interest in the 30-year souc: siombers Sesnlien
bond surged by 15% on Wednesday alone to a record high. The 30-year yield has fallen from this year’s
high of 2.39%—reached in mid-March—to 2.21% currently, while the benchmark 10-year yield also
resumed its decline this week, falling 2 bps to 1.73%, compared with this year’s high of 1.89%, reached in
early January. Recent bond auctions underscored the increase in demand. The bid-to-cover ratio at a sale
of the 10-year note on Wednesday jumped to 7.41x, a record high dating back to 2004, according to
Bloomberg. Both the onshore and offshore RMB were unchanged on the day.

T T T
2024 2025 2026

Ghana
The Bank of Ghana kept its policy rate unchanged Ghana: Policy rate, Inflation, and Currency
yesterday at 14%, in line with expectations. The Policy rate —inflation — Cedi per USD (RHS)

cedi was little changed against the dollar this morning,
at around GHS11.61/$. The hold extended a pause = s
that began in May, following a cumulative 700 bps of
easing since July 2025. Governor Asiamah stressed 2
that the disinflation phase had ended, after inflation " s .
rose for three consecutive months to 5.3% y/y in June ° ‘_\_‘_\—__—f_ :

from 3.7% in May, driven by higher oil and utility prices.  f.:  aem  ws s oms e Fbm em wem

The MPC concluded that the “current policy stance

remains appropriate to guide inflation into the medium-term target” tolerance band of 8% +/-2%. Goldman
Sachs expects no rate change through end-2026, with inflation rising moderately on a weaker cedi and
unfavorable base effects, while GDP growth increased to 6.4% in Q1 this year from 5.8% y/y in Q4 2025.
Analysts at Bloomberg highlighted external pressures weighing somewhat on the currency, as reserves fell
from $14.2bn in March to $12.9bn at end-June due to higher oil imports and Eurobond repayments,
although the trade surplus widened to $8.8bn in the first half of 2026, supported by gold exports.
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Global Financial Indicators

Last updated: Level Change
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Emerging Market Financial Indicators
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