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LEAD EDITOR: JEFF WILLIAMS 

• US high-yield corporate bond issuance resurgent (link) 

• Gilt yields seen as more vulnerable than peers to global sentiment (link) 

• Japan long bond yields fall despite 30-year auction drawing weakest demand since 2023 (link) 

• Bank of Canada holds its policy rate as expected (link) 

• EM local rates seen as resilient from rise in US yields (link) 
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ECB cuts rates as expected, lowers inflation forecast 

As was widely expected, the ECB cut its benchmark rate by 25bp. In addition to the cut, staff forecasts 

for inflation were revised downward, with 2026 headline inflation now expected to average 1.6% in 2026 

compared to 1.9% in the previous forecast. The market impact from the decision was modest, with the euro 

marginally stronger. Overnight, yields had already been on the decline. With the ECB rate cut, investors 

will now watch for tomorrow’s US nonfarm payroll data as the next significant event. While tariff uncertainty 

continues to linger, a lack of recent major announcements have allowed markets to once again focus on 

hard data. In the United Kingdom, the statistics office announced an error in the release of April’s inflation 

data, and have revised the figure down by 0.1ppt. Yields on gilts declined modestly this morning, but that 

was largely in line with the drop in sovereign bond yields globally. This morning’s US data showed weekly 

jobless claims somewhat higher than forecast as well as a narrowing of the trade deficit on a sharp decline 

of imports. 

 

 

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

Treasury 10-year yields declined 10bp Wednesday following a slew of weak data, with the yield 

curve flattening. With the drop, yields traded below the level seen before Moody's downgrade on May 16. 

Some analysts believe the Fed's move Tuesday to lift an asset cap restriction on Wells Fargo will unlock 

its balance sheet capacity, enabling the bank to purchase more Treasuries. The 30-year swap spread has 

widened by 3bp after yesterday's announcement.  

Data this morning showed the April trade deficit narrowed to -$61.6bn (versus -$66.0bn expected;        

-$138.3bn in March) as imports fell sharply after importers front-loaded products in March to avoid tariffs. 

Meanwhile, jobless claims increased (247k versus 235k expected; 239k previously) with a four-week 

moving average of 235k. Analysts expect higher volatility in the trade balance in the coming months. 

Treasury 10-year yield declined further by 2bp, and the dollar weakened by -0.2% against euro. 

US high-yield corporate bond issuers have been 

active after issuance volume dropped in April. 

Analysts believe that strong demand for higher 

yields will likely drive supply in the coming weeks. 

High-yield corporate bond spreads have narrowed 

for a sixth straight trading session as investor 

appetite remained resilient, with corporate balance 

sheets and the real economy remaining solid 

despite some deterioration. Spread tightening has 

been broad-based; even CCC-rated spreads have 

narrowed by 36bp over the last month. 

Euro Area 

The ECB cut its deposit facility rate by 25 bp to 2.0%, as expected, and lowered its 2026 inflation 

forecasts. The new Eurosystem staff projections showed a downward revision in headline inflation 

projections, now expected to average 1.6% in 2026 (versus prior forecasts of 1.9%). The euro remained 

marginally stronger against the dollar on the day (+0.2% at 1.1442), while European government bond 

yields continued to decline after the decision, adding to moves seen earlier in the session (10y bund yields 

roughly 5bp lower 2.48%). European equities are marginally higher this morning. The Stoxx 600 is up 

0.4% with construction (+1.2%) and technology sectors (+0.9%) outperforming.  

Sweden 

Downside inflation surprise raises 

expectations for further easing by the 

Riksbank. Data released this morning showed 

preliminary CPIF inflation remaining unchanged at 

2.3%y/y (versus expected increase to 2.5%) while 

CPIF excluding energy slowed to the lowest level 

in five months (2.5%y/y versus expected 2.6% 

from 3.1%). The Riksbank has cut its policy rate 

by 175bp over the past year and left it unchanged 

at 2.25% at its most recent policy meeting in May. 

JP Morgan analysts see the data as supportive for 

their expectation that the Riksbank would restart 

its rate-cutting cycle later this month, while UBS analysts only expect a 25bp rate cut in August. Markets 

US High Yield Corporate Bond Issuance (USD billion)

Source: Bloomberg
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are now pricing in 20bp of easing for the June meeting (compared to 16bp yesterday) and a total of 46bp 

of easing by end-2025 (compared to 43bp yesterday).  

United Kingdom 

Some analysts see UK gilts as more vulnerable than peers to global sentiment. Analysts at TD 

Securities argue that unreliable data from the Office for National Statistics (ONS) together with limited 

headroom available to the Chancellor, renders gilts more vulnerable than global peers. More broadly the 

analysts highlight structural features impacting UK gilts. For example, free float debt has increased globally 

in the absence of quantitative easing, notably for the UK and the euro area where central bank sovereign 

debt holdings accounted for over half of the outstanding stock of debt. In addition, gilts have been closely 

tracking US Treasury moves, despite market focus on the “de-dollarization” into EUR and GBP, which the 

analysts attribute partly to the overlapping ownership structures among global investors. Separately, this 

morning the ONS announced that the UK’s April headline inflation was overstated by 0.1ppt, with corrected 

data showing that annual inflation at 3.4%. Gilt yields were marginally lower (10-year -2bp at 4.59%) while 

the pound was marginally stronger against the dollar (+0.2% at 1.3582).  

 

Japan 

Thursday’s auction of 30-year Japanese 

government bonds saw the weakest 

demand since 2023, adding pressure to 

the government to adjust JGB 

issuance. The bid-to-cover ratio was 2.92, 

below last month’s 3.07 and the 12-month 

average of 3.39. This adds to a series of 

poorly received sovereign bond auctions 

worldwide, including Tuesday’s auction of 

12-yr Australian government debt and 

Wednesday’s post-election Korean 30-yr 

sale, reflecting growing investor anxiety 

about fiscal deficits. However, the yield curve shifted lower after the auction (10-yr JGB yield -4 bp to 1.46%; 

30-yr yield -6 bp to 2.88%; 40-yr yield -5 bp to 3.07%). Mizuho analysts believe the afternoon bond rally 

was triggered by the covering of short positions and believe that market participants are likely to tread 

cautiously going forward, avoiding large positions in super-long bonds until the Ministry of Finance clarifies 

its next steps. Traders are looking to the BOJ’s Jun 16-17 monetary policy meeting for its bond buying 

plans, as well as a Ministry of Finance meeting with primary dealers, reportedly to be held Jun 20. A veteran 

UBS portfolio manager suggests that the government should stop issuing debt beyond 30 years due to 

demographic shifts, and that the BOJ should direct reinvestments into JGBs above 20 years to make its 
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QE portfolio more market neutral. The yen weakened (-0.3%) today after strengthening 0.9% overnight on 

weak US data. Equities declined (Nikkei: -0.5%), led by carmakers on the stronger yen and ongoing tariff 

concerns. 

Canada 

The Bank of Canada held its policy rate 

at 2.75% for a second consecutive 

meeting, as widely expected. The 

Governing Council noted a range of views 

on the outlook for interest rates, with some 

members open to potential rate cuts if 

economic weakness persists and inflation 

pressures remain contained. Analysts 

expect the bank to resume rate cuts as soon 

as the third quarter, as the statement 

indicates risks are tilted to additional rate 

cuts this year. The Canadian dollar 

strengthened 0.3% against the US dollar but weakened against other G10 currencies. 

Emerging Markets          back to top 

Asian currencies strengthened (EM Asia: +0.1%), led by the Thai baht (+0.6%), Malaysian ringgit 

(+0.4%) and Korean won (+0.4%), as the US dollar weakened due to rising dovish Fed bets due to weaker 

US employment and services data. Asian equities gained for a third consecutive day (EM Asia: +1.1%), led 

again by Korea (KOSPI:  +1.5%) on optimism of improved corporate governance after the ruling Democratic 

Party said it will propose a revision to the Commercial Act. EMEA equities are mostly trading higher 

while currencies are mixed. In CEE, equities in Romania are outperforming while those in Poland are 

underperforming. CEE currencies were trading in a narrow range against the euro. Meanwhile, the South 

African rand was strengthening against the dollar (+0.3% ) while the Turkish lira was weaker (-0.4%) against 

the dollar. Elsewhere, Ukraine left its policy rate unchanged at 15.5%, in line with expectations. There was 

limited movement in Latin American asset prices Wednesday. Stocks gained in Chile (+0.7%), and 

Colombia (+0.5%), while Brazil’s equity market declined by 0.4%. The Chilean peso appreciated 0.4% 

against the US dollar. 

Emerging markets (EM) 

Some analysts suggest limited spillover to 

EM local rates from the rise in US yields. 

Analysts at Goldman Sachs note that emerging 

market local rates have been relatively resilient 

to the recent rise in US long-end Treasury 

yields. Within EM, the analysts note that 

countries where fiscal deterioration has 

coincided with that of the US have seen local 

rates track the move higher in US Treasuries. 

In contrast, countries with relatively more 

stable fiscal positions have seen greater 

resilience. More generally the analysts believe 

that the lower levels of debt in EM economies 

compared with most developed market 
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economies should reduce the risk of wider spillovers from a back-up in US yields.  

Poland 

The Polish zloty is steady against the euro after policy rates kept on hold, in line with expectations. 

The National Bank of Poland (NBP) left interest rates unchanged at 5.25% yesterday, in line with consensus 

expectations and previous guidance. The Polish zloty was trading broadly steady against the euro in early 

morning trade ahead of this afternoon’s press conference where market participants will be looking for 

further guidance on the likely policy path. Analysts at UBS continue to expect the NBP to deliver its next 

rate cut (-25bp) in July as lower energy prices should result in an improvement in the near-term inflation 

outlook. The analysts note that further dovish surprises in data outturns could result in a larger rate cut. On 

the other hand, upside risks to their forecast include looser than expected fiscal policy following the recent 

election outcome. For now, the analysts expect a further 75bp of rate cuts this year—taking the policy rate 

to 4.50% by year-end, slightly less than the 100bp that forward rate agreements are pricing in for the next 

six months. Meanwhile, Goldman Sachs analysts highlight that today’s press conference will be particularly 

important as it “will provide the first indication of the NBP’s reaction function following the outcome of 

Sunday’s presidential election”.  

 

Brazil 

Brazil issued $2.75 billion in dollar bonds on Wednesday, $1.5 billion due in 2030, and $1.25 billion 

due in 2035 notes. This is Brazil’s second international issuance in less than six months, following a deal 

in February. The bonds are priced at yields of 5.68% and 6.73%, respectively. This reflects a strong investor 

demand amid a broader rally in emerging-market assets. Brazil’s real has surged over 9% in 2025, 

reversing last year’s 21% sharp decline.  

 



GLOBAL MARKETS MONITOR June 5, 2025 

 

IMF | Monetary and Capital Markets—Global Markets Analysis 6 

China 

Chinese insurers are taking part in long-term investment pilot schemes that help inject capital into 

the market. According to a report in the China Securities Journal, approved and proposed pilot programs 

for insurance to invest in domestic equity markets have totaled CNY222 bn ($31 bn) since Oct-2023, with 

China Taiping Insurance, Ping An Asset Management and Sunshine Insurance Group among the latest 

entrants. These programs include allowing insurers to create private funds akin to hedge funds. Life insurers 

have increased equity investments by CNY377.5 bn in Q1 2025, and there have been 15 instances year-

to-date where an insurance firm increased stakes in a listed firm to 5% of total shares outstanding, already 

exceeding the total for 2023. The newspaper says that longer-term performance metrics (implemented as 

part of a January plan jointly released by six financial regulators) have reduced pressure on insurers to 

attain short-term returns and allowed for this trend of capital market development. Meanwhile, Bloomberg 

analysts also point out that insurers’ bond holdings increased by CNY1.15 trn to CNY17.59 trn ($2.44 trn) 

during Q1 2025, which coincides with China’s funding needs, about CNY13.9 trn in general and special 

bonds to be offered this year. Both onshore CNH and offshore CNY weakened less than 0.1% today on 

signs of US-China trade talk stalemate, inching closer to the fixing at 7.1865. Onshore (CSI 300: +0.2%) 

and offshore (Hang Seng: +1.1%) equities rebounded today, with computing stocks advancing after the 

Ministry of Industry and Information Technology vowed to accelerate innovation and application of artificial 

intelligence to support industrial development.    
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Global Financial Indicators 

 

 

 

 



GLOBAL MARKETS MONITOR June 5, 2025 

 

IMF | Monetary and Capital Markets—Global Markets Analysis 8 

Emerging Market Financial Indicators 
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