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e Markets confront giant SpaceX IPO (link)

e Monthly UK GDP declines in line with expectations (link)

¢ Positive sentiment lifts Japanese assets, but haven-dollar unwinding faded quickly (link)

e S&P upgrades Argentina’s sovereign rating to B- from CCC+ (link)

e Chinese yuan and equities rise, but liquidity tightening may continue to pressure bonds (link)
e Peru keeps its policy rate unchanged at 4.25%, in line with expectations (link)
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Markets Seek a Break from the “Peace: Imminent” Loop

It has been another week of sentiment dominated by the now-familiar loop of geopolitical escalation
followed by renewed hopes of de-escalation. After a re-escalation of hostilities earlier in the week,
investors are again leaning into the possibility that a peace deal can be reached in the coming days.
Yesterday, President Trump initially warned that the US would hit Iran “very hard” on Thursday, but later
softened that message and said a deal was close. Reports this morning cite unnamed officials that a new
two-month cease-fire agreement, including the re-opening of the Strait of Hormuz, could be signed as soon
as Sunday. The latest turn in headlines leaves global equities higher on the week and sovereign bond yields
mostly lower, as breakeven inflation continues to fall on expectations of reduced pressure on oil prices. The
spot price of Brent crude is 3% lower this morning, falling to below 90 dollars per barrel. Beyond geopolitics,
markets will be closely watching SpaceX’s trading debut after yesterday’s record-setting IPO.
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Key Global Inflation and Energy Indicators
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United States
The giant size and expensive valuation of the  Tech 1Po valuation Comps

. . . SpaceX's multiple is historically elevated but not unprecedented
SpaceX IPO is causing some nervousness in

Company IPO Date Market Value at IPO Last Year's Revenue at IPO  Multiple

financial markets. The order book was four times v November 2021 | $76.48 12733
. : . : SpaceX June2026 NN 18008 +$1878 (96.4
oversubscribed, and the stock will begin trading J PP —— ey oot
today. Stocks in general and technology stocks in b Scptomber 2014 [ 823148 1558 "7
rt. I h b tt ” k I tlt . Robinhood July 2021 $328 + 333
particular have been jittery all week, volatility is - p———— —
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. . Twitter November 2013 | $14B +$0.58 264
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is the second highest level among the biggest recen o T o =
technology IPOs. The Rivian deal that was launched A December 2020 |$478 o8
Uber May 2019 | $75.58 $11.38 67

at the height of the stock market frenzy of 2021 is the

. . . . Note: Multiple calculated as market value at IPO divided by prior year's reported revenue
only one with a more expensive valuation and it  soure: sloombers, company filings, news reports
turned into a disaster for its investors, as were the
Snap and Alibaba launches next on the list in valuation terms. On a more optimistic note, the Tesla launch
from the SpaceX founder was much more successful.

Bloomberg

US equity demand in 2026 is expected to exceed Exhibit 3: Corporate equity demand should exceed corporate equity supply this year

supply in 2026, according to Goldman estimates. They = ™

5% Annual US equity issuance and corporate demand

believe that the new supply of equity will be easily o as % of Russell 3000 market cap

absorbed because there will be $1 tn of equity buybacks, % cross

buybacks

which will exceed the new shares being sold this year. If =%
so, that would ameliorate some of the worries about the  #*
giant IPO pipeline and the $85 bn new equity issuance -
from Alphabet. In addition, the number of IPOs will be
much fewer than recent years, as the analysts forecast @«
that there will be approximately 100 new IPOs in 2026, ©% ' Y evpiring lockups
close to the 25-year average and well below the 250+ “% e 20 205 20 wm w22 20w
IPOs in 2021 and almost 400 in 1999, just before the = mmermmemmiees

technology bubble burst. However, given the size of some of these IPOs, 2027 could be more challenging
as insider lockups expire, and more supply comes into the market. Meanwhile, Goldman has raised its year-
end target for the S&P 500 to 8,000 based on expectations of continued strong profit growth, with Al
infrastructure stocks leading the way with projected 34% earnings growth in 2026.
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Euro area

European equities and bonds are trading higher on mounting expectations of a US-Iran peace deal.
The Stoxx 600 was around +1.7% higher at the open with most sectors in positive territory except energy
and utilities. The banking sector index was also trading higher at +3.8% with regional bourses all in the
green. European government bond yields were around 3—7bp lower across the curve with the 10Y bund
yield at 2.98% and the 2Y at 2.60% while Brent crude oil prices fell to $88/bbl—the lowest since mid-April.
The euro remained rangebound against the dollar at 1.1576.

United Kingdom
UK April monthly GDP declined in line with 4 Gnp fel in April, for the first time this year

expectations, while household inflation . UK GDP

expectations rose in May. Analysts at JP Morgan #2100 % m-o-m
note that some of the decline in monthly activity across o [
the services sector was attributed to the conflictin the ~ '* f 0.1
Middle East with the cancellation of sporting events 102 - 0.50
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manufacturing industries, accommodation and travel L oo
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further in Q2 as the impact of higher inflation from the Sep Jan May Sep Jan May Sep Jan May
energy price shock lowers real incomes. Morgan s 20z 2025 s
X =LeveliLHS) =% m-g-m(RHS)
Stanley analysts argue that while near-term
developments in the Middle East will be important for ~ >curee: Macrobond. ONS. HSBC
the tone of next week’s MPC minutes, today’s GDP data should provide some reassurance to those MPC
members in favor of keeping rates on hold. Separate data released today showed UK May household
inflation expectations climbed to 4.0%, up from 3.2% in the prior month. Gilts were rallying and
outperforming global peers as expectations of a US-Iran peace deal rose after comments by President
Trump late yesterday suggested a deal was imminent. The 10Y gilt yield was around 10bp lower at 4.80%
while the 2Y gilt yield was 12bp lower at4.21%. Money markets also scaled back BoE rate hike expectations
and now expect around 35bp of hikes, down from 47bp priced yesterday.

Japan
Japanese asset markets staged a broad risk- Yen Weakens Past 160 Against Dollar

on rebound as hopes for a US-lran deal | gve, per dottar

lowered oil and supply-chain risks. Equities 16060
led the move, with the Nikkei 225 up 2.8%—its '160-40§
strongest gain since late May—and the TOPIX F16020 ©
rising 1.4%, supported by electronics, banks, bmmg
and sharp rebounds in chip-related names. ]
Kioxia Holdings surged (+7.6%) today, 15980
becoming Japan’s largest company by market i 15960
value (JPY44 trn, $274 bn), replacing Toyota o0 101;:"?0202500:00 o0 111;3;20202600:00 o 12135;20202600:00

Motor. JGBs also rallied sharply (10-yr -6bp to  Seurce: Bloombers

2.62%; 30-yr -7bp to 3.79%). However, the yen gave back overnight gains, depreciating (-0.1%) today to
160.10/$, as haven-dollar unwinding faded and investors saw limited catalysts for further yen buying.
Looking ahead, markets broadly expect the Bank of Japan to hike to 1% and pause further JGB purchase
tapering next week. Bloomberg analysts argue that, with the hawkish moves already priced in, Deputy
Governor Uchida’s press conference could trigger a “sell-the-fact” yen reaction and possible intervention
concerns.
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Emerging Markets back to top

Asian currencies strengthened (EM Asia: +0.4%) on potential de-escalation in middle east tensions.
Currencies of net oil importers appreciated sharply: Thai baht (+0.8%), Indian rupee (+0.8%) and Indonesia
rupiah (+0.7%). Asian equities sharply rebounded (EM Asia: +3.5%) on another tech rally. Korea KOSPI's
rose as much as 8.6% mid-day, before closing 4.6% higher after media reported that global banks are
curbing hedge funds’ leveraged bets on SK Hynix and Samsung Electronics. EMEA risk assets advanced
this morning. While most Middle Eastern markets were closed for Friday, UAE equities gained 2.8%.
Following yesterday’s stronger-than-expected current-account data, South African markets extended gains,
with stocks rising 2.4% today. The Q1 current-account surplus widened to 2.4% of GDP—the largest since
2022—supported by higher gold exports and lower imports. EMEA bond yields declined across the board,
tracking global moves as fears of sustained energy-driven inflation eased, while CEE currencies
strengthened against a broadly weaker US dollar. Latin American markets rallied yesterday. Major
currencies strengthened against the dollar, with gains of 0.6% or more across the region. The Brazilian real
(+1.8%) led the advance, followed by the Colombian peso (+1.6%) and Chilean peso (+1.3%). Equities also
moved higher, with Argentina (+6.3%), Colombia (+3.9%), Mexico (+3.3%), Chile (+2.8%), and Brazil
(+1.7%) posting notable gains.

Argentina

S&P upgraded Argentina’s sovereign credit rating to B- from CCC+, maintaining a stable outlook.
The move marks the second upgrade by a major rating agency this year, following Fitch Ratings in May.
S&P cited Argentina’s strengthened debt servicing capacity, supported by sustained fiscal surpluses and
continued accumulation of foreign-exchange reserves, as key factors behind the upgrade. Argentina’s
dollar denominated bonds rallied across the curve in response to the announcement. According to
Bloomberg, bonds maturing in 2035 rose by as much as 2.9 cents to 79.4 cents on the dollar (left chart).
The rally extends a broader trend of improving investor sentiment, with the country’s sovereign spreads
narrowing steadily in recent months and approaching the lows reached earlier this year (right chart).

Argentina Dollar Bonds Jump After S&P Ratings Upgrade
The country's 2035 bonds rise after second upgrade to B-

# Argentina Global 2035 bond price

76

Argentina Sovereign Spreads Near Tightest Levels of Milei Era
Bond risk premium is nearing the early-2026 lows reached during Milei's
presidency
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China

The yuan strengthened while equities rebounded. Today, both onshore CNY (+0.2%) and offshore CNH
(+0.1%) strengthened, as the yuan was fixed stronger again at 6.8109/$. Equity sentiment improved (CSlI
300: +1.2%) on a potential US-Iran peace agreement. Government bond yields dropped (10-yr -1bp to
1.74%; 30-yr -1bp to 2.23%) after a 5-day rising streak that began last Friday. However, overnight (+1bp)
and 7-day (+1bp) repo rates continued to rise, now 20 and 16 basis points above their respective 2026 lows
set in April and May. The tightening of money market conditions may reflect People’s Bank of China’s
guidance towards state-owned banks to curb excessive interbank lending. According to a Bloomberg report,
the move is part of an effort to prevent borrowing costs from drifting too far below the policy interest rate.
This policy stance has contributed to declining repo volumes and signs of unwinding leveraged carry trades,
alongside rising bond fund redemptions. The tightening comes against a backdrop of previously abundant
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liquidity driven by weak credit demand, which had anchored yields at low levels despite rising inflation
forecast. Seasonal factors—including tax payments and quarter-end regulatory checks—are expected to
keep funding conditions firm, leaving the bond market under pressure despite still ample system liquidity.

China's Interbank Liquidity Glut Is Easing
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Peru

Peru kept its policy rate unchanged at 4.25%, in line with expectations. The central bank left interest
rates on hold for a ninth consecutive month after annual inflation eased to 3.91% in May from 4.01% in
April, marking the first decline since October (left chart). The decision was widely anticipated, with 13 of 14
economists surveyed by Bloomberg forecasting no change, while only one expected a 25bp increase.
Headline inflation remained within the central bank’s target range from April 2024 through February 2026
before accelerating past the upper bound in March. Bloomberg analysts attribute the recent pickup in
inflation to a domestic natural gas shortage, higher global oil prices, and adverse weather conditions. While
inflation moderated in May, analysts argue that additional tightening is needed since higher inflation
expectations have pushed the real policy rate lower at a time when the economy is operating above
potential (right chart). Policymakers reiterated future decisions will remain data dependent, at a time when
risks surrounding El Nifio and the Middle East conflict could add upward pressure.

Peru Extends Interest Rate Pause to Ninth Straight Month -
Most analysts surveyed by Bloomberg forecast decision to hold at 4.25% Peru Monetary Policy Interest Rate
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Hungary

Forint strength is supporting expectations of an earlier rate cut in Hungary and reinforcing
confidence in the country’s euro convergence path. Goldman Sachs (GS) now expects the MNB to
ease policy in June, with currency appreciation and weak underlying inflation offsetting higher oil prices,
while the release of EU funds and the government’'s commitment to meet Maastricht criteria by 2030 have
further improved the medium-term outlook. The forint outperformed other CEE currencies today,
strengthening by 0.3% versus the US dollar and 0.2% versus the euro.
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Exhibit 11: CEE-4: We Expect FX Appreciation to Contribute to Lower Inflation, Especially in Hungary and Czechia
CEE-4 Nominal Effective Exchange Rates Since 2025
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Source: Haver Analytics, Goldman Sachs Global investment Research
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Emerging Market Financial Indicators
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