GLOBAL MARKETS  (Global Markets Monitor

ANALYSIS
Monetary and Capital Markets FRIDAY, JUNE 5, 2026

LEAD EDITOR: PATRICK SCHNEIDER

e Korean stocks slumped lower and the won declined amid continued foreign outflows (link)

* The RBI left its policy rate on hold while announcing measures to boost inflows and rupee (link)
e Mexican peso hedging costs eased to a three-month low (link)

e Private firms have nearly $1.3 trillion in unused capital (link)

e S&P will keep inclusion rules, preventing faster entry for large firms with upcoming IPOs (link)
e Chile’s government proposed increasing issuance above its previous budget plans (link)

e Special Feature: EM Equity Update (attached)
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Big Upside NFP Surprise Sends Yields Higher; Semiconductors Weigh on Equities

US Treasury yields surged after the May jobs report came in well above expectations at 172k (vs
88k expected), with 2y yields rising as much as 10 bps. Equity futures were volatile following the release
but ultimately were little changed and held onto their early morning losses. Global equities remained
under some pressure as semiconductor stocks were broadly lower for a second consecutive day,
with Korean stocks down over 5%. Japanese equities were also lower (-1.3%), while European stocks
rose slightly. The massive rally in semiconductor stocks took a breather, with the Philadelphia
Semiconductor Index (SOX) down 2.1% yesterday after gaining over 90% YTD. Elsewhere, S&P released
guidance saying it would not change its rules to speed the entry of large upcoming IPOs into its indices,
notably including the S&P500. Oil prices were little changed today. Elsewhere, the RBI left its policy rate
unchanged at 5.25%. However, it announced various measures to boost foreign inflows, such as reducing
taxes on foreign investors and broadening accessibility to government bonds. The rupee was 0.9% higher.
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Key Global Inflation and Energy Indicators
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United States

Nonfarm payrolls gained 172k (vs 88k expected), while previous data was also revised higher by
179k. Labor force participation rate was steady at 61.8%. Job gains occurred in leisure and hospitality, local
government, and health care. Unemployment rate remained at 4.3%. Average hourly earnings rose 3.4%
yly as expected. (vs 3.4% y/y expected). Treasury curve flattened, with 2y yields up as much as 8 bps,
while 10y yields rose 5 bps.

S&P Global will keep its existing eligibility rules for newly public companies, rejecting proposals to
speed up entry for mega-cap IPOs such as SpaceX. The decision by S&P Dow Jones Indices preserves
the 12-month trading period as well as current profitability and public-float requirements, setting S&P apart
from rivals such as Nasdaq and FTSE Russell, which have moved toward faster inclusion. The move follows
a consultation earlier this year on whether exceptionally large IPOs should qualify for so-called fast entry.
The outcome means SpaceX, which is preparing what could become the largest IPO in history, would not
be eligible for inclusion in the S&P 500 until at least one year after its listing. Nasdaq changed its rules
recently so SpaceX can join the Nasdag 100 Index in just 15 trading days, down from a three-month
minimum. FTSE Russell adopted a similar approach, shortening the waiting time to five trading days. The
push for faster inclusion has raised concerns among investors, who say adding IPOs too quickly could
expose passive funds to greater volatility and force them to buy shares before reliable market pricing is fully
established.

Private market firms are sitting on $1.28 Private Equity Warchests Are Getting OWler 1
trillion in unused capital. Most of the cash = 4+ vears = 3-1ycars ® 23 years @ 12 ycars ® <1 year
was raised from 2020 through 2022,
according to the most recent data compiled by
PitchBook. The tally includes all kinds of
private capital, such as venture capital and
real estate, including $631.8 billion in buyout
firms and private credit funds. Fund managers
typically have up to five years to invest the 2018 2019 2020 2021 2022 2023 2024 2025
money but may need to negotiate With S srean tduey oo o o et as ol a0 ol coch year

investors to extend this period. Investors are questioning why deadlines should be extended and are

concerned that firms may be tempted to rush into risky deals to use up the uninvested capital, potentially
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leading to lower-quality investments and weaker returns. The glut of capital shows that striking deals has
proved harder than expected due to intense competition, high valuations, and a series of challenges that
have recently shaken the $11 trillion private equity and credit industries. The amount of unused private
equity dry powder that’s five to seven years old is near the highest ever. The S&P 500 outperformed private
equity by about five percentage points a year over the five years through September 2025 according to
Hamilton Lane research.

Euro area

European stocks were trading slightly higher this morning (+0.3%) but little changed for the week.
Tech stocks underperformed (-2.3%) amid negative sentiment globally, offset by gains in consumer
discretionary stocks. The banking sector gained 0.3%, but is lower for the weak and has underperformed
YTD. However, Jefferies felt that the outlook for European banks was more positive, highlighting that
margins rose to 2.41% in April, up from 2.35% in March as the average lending rate rose to 3.26% and
deposit costs stayed stable at 0.85%. They also noted that corporate loan rates rose 5 bps, mortgage rates
rose 8 bps, and loan demand was resilient with loan growth at 3.2% y/y in April.

The euro gained 0.2% this morning, though some analysts highlighted downside risks. Bank of New York
flagged downside risks to the euro despite a hawkish ECB stance, highlighting the negative growth risks
from tighter policy. Bloomberg analysts also argued that slower Eurozone wage growth gives the ECB room
to avoid aggressive tightening in response to the energy shock. They noted that compensation per
employee growth slowed to 3.4% y/y in Q1, from 3.6% in Q4, below the March ECB staff forecast and the
4.7% growth seen in Q1 2022. Forward-looking ECB wage trackers point to further moderation, with
underlying wage growth possibly easing to 2.6% in Q4.
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Korea

Foreign equity outflows have continued at a rapid pace, with the won falling 0.5% to a 17-year low
and stocks falling 5.5% on Friday. Domestic equities fell as much as 7% amid negative sentiment towards
semiconductor stocks, while foreign outflows continued, including another ¥2.4 tn ($1.6 bn) today and
more than $10 bn this week. Analysts have noted that outflows are in part motivated by investors looking
to rebalance portfolios after the massive gains in Korea’s market. Analysts from KB Securities expect the
won to weaken further as recent declines could amplify selling pressure from levered accounts. Notably,
single stock leveraged ETFs tied to Samsung Electronics and SK Hynix, the two stocks that account for
about half of the KOSPI's market weight, are amplifying market swings. Based on exchange data, the four
most popular single-stock ETFs accounted for 21% of the total ETF turnover in Korea in their first five
sessions after their launch on May 27th. Meanwhile, margin balances reached a record high of %38 tn
($25 bn) on May 29, up from ¥27 tn ($18 bn) at end-2025. However, Goldman Sachs raised its target
for Korean stocks (KOSPI) to 12,000 from 9,000 last week while Federated Hermes expects the index to
reach 10,000.
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Leveraged Bets on Korea Stocks Soar to Record
Kospi Stocks at 52-Week Lows Surge to Late-2024 Level

MKorea Stack Exchange KOSPE Index - Percentage of Members with Now 52 Week Highs
Wiaraa Stock Exchangs KOSPL Index - Parcentage of Mambars With Naw 52 Wesk Lows won
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In EMEA, equities were mostly lower this morning, while currencies were trading mixed. Equities in
Hungary were outperforming (+0.6%), while CEE currencies mostly gained against the euro. South African
equities rebounded but were about 1.6% lower for the week. Similarly, the rand rose 0.3% against the dollar
but weakened by about 0.4% for the week.

In Asia, regional EM currencies were mixed, with the rupee outperforming, while equities were
mostly lower. Indonesia equities fell over 4%, with foreign outflows continuing amid negative sentiment
around policy risk. Chinese stocks fell 1.8% as well. Other regional markets linked to the semiconductor
trade were under pressure, with Korean stocks down over 5% and the won down 0.5%. The Malaysian
ringgit also weakened (-0.5%), falling for a third day to a two-month low.

In Latin America, regional currencies and bonds mostly rallied on Thursday, though equities were
slightly lower. Currencies mostly appreciated, led by the Mexican Peso (+0.3%) alongside a broadly
weaker dollar. Local bonds also rallied, with 10y Mexican (-6 bps), Colombian (-4 bps) and Peruvian (-3
bps) government yields ending the day lower. Markets in Brazil were closed.

Chile

The Chilean government proposed increasing issuance above its previous budget plans. Chilean
lawmakers warned that the government’s plan to seek additional funding this year risks undermining the
country’s longstanding reputation for fiscal prudence. On Monday, the government announced plans to
raise $6.2 bn, on top of the $17.4 bn approved for 2026. Bloomberg analysts observed that Tuesday’s
treasury auction of 2032 bonds cleared at 5.58%, around 12 bps above comparable notes in the secondary
market, while the recent 2056 notes priced 10 bps above prevailing levels. While the analysts cautioned
that the secondary market can be illiquid and slower to adjust than the primary market, the auction could
suggest that market participants are beginning to take price recent fiscal developments. Analysts at
Santiago-based insurer Euroamerica also flagged risk to Chile’s credit ratings, cautioning that rating action
could potentially materialize this year.

Chile's Gross Debt to Surprass 45% of GDP
Budget office now sees this measure peaking in 2029 at 46.3%

® Gross Debt as a Percentage of GDP ® Forecasts

45% prudence level
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Source: Chile Central Bank, Government Budget Office
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India

The RBI left its policy rate steady while announcing policy measures to boost inflows and support
the rupee. As expected, the Reserve Bank of India left the benchmark repurchase rate unchanged at 5.25%
and retained the policy stance at neutral. At the same time, the RBI outlined measures to spur foreign
inflows and support the rupee, which had fallen to a record low of INR96.83/USD in late May. Measures
include cutting taxes on bond investments by foreign institutional investors and broadening access to
government bonds. They also announced a swap facility to boost external commercial borrowing by SOEs.
The RBI conducted a $5 bn FX swap on May 26t that received heavy demand, while reportedly conducting
both onshore and offshore interventions to support the rupee, according to Bloomberg. According to Kotak
Mahindra Bank, a rate hike from the RBI is still possible, with one likely in October, once there is greater
clarity on the inflation outlook. The rupee gained 0.9% to fall below INR95/USD, but is down over 5% YTD.

India's Central Bank Holds Interest Rates
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Mexico

Mexican peso hedging costs ease to a three-month low. Three-month peso risk reversals have
compressed to 2.7%, their lowest level since late February, signaling a marked decline in demand for
protection against peso depreciation. Bloomberg analysts noted that the extent of the compression
suggests that options markets are increasingly discounting the risk of a renewed escalation in Middle East
tensions. The analysts observed that still-elevated policy rate and relatively stable domestic political
backdrop have continued to support investor appetite for the peso. However, with hedging costs near recent
lows and market positioning reflecting a relatively benign outlook, any material deterioration in geopolitical
conditions could trigger a sharp repricing. They further cautioned that while Moody's recent sovereign credit
rating downgrade and S&P's revision of its outlook to negative have so far had a limited market impact,
these developments could contribute to headwinds for the currency.

Latam FX 3-month Risk Reversals

mMexico = Brazil ®cChile = Colombia
+s5.00
Nl
h. Ml +4.00
I AA 3
N VN A ) s
S Vo) T N fed W~ |(oxomo
| DS RS P e NN~ — - ! WY G R
= O Sy el |2 %
d ¥ it 79
- )
1.00
.00
Sun Sep Dec Mar un Sep Dec Mar Jun
2024 2025 2026
Curmecy (B0 40 A2 35D 3043 LATAN £ R B ol Dy J004A004. SENAORS Copyrghts 2034 Biowmtrerg Fenamcn 5. 3. - 2004 1402113
Source: Bloomberg Intelligence Intell ‘

Tiirkiye

Annual headline inflation accelerated again in May. Headline inflation rose to 32.6% y/y from 32.4% in
the prior month and ahead of consensus expectations of 32.5%. However, monthly inflation slowed to 1.7%
m/m from 4.2% m/m in April. Bloomberg analysts argued that today’s data combined with further upside

IMF | Monetary and Capital Markets—Global Markets Analysis 5



GLOBAL MARKETS MONITOR June 5, 2026

risks to inflation from second round effects support the case for an extended hold in policy rates. As a result,
they expect policymakers to keep interest rates unchanged at 37% at next week’s meeting, in line with ¢
expectations. Following today’s data, Turkish equities traded lower, led by declines in banking sector
stocks. The lira was fractionally weaker against the dollar to trade at 46.08/$ while local currency
government bond yields were little changed. Separately, Bloomberg reported that investment firm Algebris
Investments is buying default protection on Turkish bonds, as they argued that investors are “not adequately
compensated for what could happen [to Tlrkiye’s economy] in the next couple of years.” Specifically,
Algebris cited concerns over the country’s current account deficit, the impact of higher energy prices, and
low foreign reserves that raise the risk of dollarization. Foreign holdings of local currency bonds have
declined 40% since late February.

Turkiye: Inflation, Policy Rate and FX
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Global Financial Indicators
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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

Equity Markets Bond Spreads on USD Debt (EMBIG)
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