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• Yen depreciates to its weakest level since 1990 (link) 
• Riksbank opens door for May rate cut (link) 

• Leveraged loans outperform bonds as investors search for yields (link) 
• Capital market activity slows for real estate investment trusts (link) 
• Hungarian forint strengthens after central bank slows rate cut pace (link) 

• Nigeria hikes policy rate by 200bp (link) 
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Yen hits multi decade lows as markets watch for possible intervention 
This morning, the yen fell as low as 151.97 versus the dollar, its weakest level since 1990 before 
bouncing back to approach 151. Officials continue to indicate that they are prepared to act against moves 
they see as excessive. Some analysts believe that intervention could begin should the currency weaken 
below 152 or if implied volatility increases substantially. In Sweden, the Riksbank suggested a rate cut 
could come as soon as its May meeting, ahead of when the ECB is expected to first cut. The krone only 
declined modestly on the news as anticipation had been building for a dovish message from the central 
bank. This morning, US equity futures are slightly in positive territory ahead of the market opening, after a 
late day fall in stocks yesterday more than erased earlier gains. Analysts believe that pressure on equities 
could continue through the week on quarter and month-end rebalancing flows, given the recent robust 
performance of equity markets. This pressure could be compounded by reduced liquidity heading into what 
is a holiday weekend for many global markets, including US equities . 

 

http://www.cvent.com/api/email/dispatch/v1/click/7m5gjzlpkltd4g/kr5j7w4y/aHR0cHMlM0ElMkYlMkZ3d3cuaW1mY29ubmVjdC5vcmclMkZjb250ZW50JTJGaW1mJTJGZW4lMkZnbW0lMkZhcmNoaXZlLmh0bWwmU1U2YyUyRkpWNXpnWSUyQjdGYmdRWTZpSDBrVERJSXlOS2FSZGhVYWVFcXlwYTAlM0Qmb25saW5lK2FyY2hpdmU
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United States 
Sales of collateralized loan obligations have been increasing, supported by strong US economic data, 
helping support prices for leveraged loans. Uncertainty around the Fed's forthcoming rate cuts has also 
supported leveraged loans, and floating-rate debt in general, which have outperformed bonds to start the 
year. Credit investors are increasing demand in part due to their search for yields as well as the belief that 
CLOs will continue to perform well even in the event of a slowdown in the US economy. According to 
Bloomberg, part of the attractiveness stems from the loans' seniority, as well as the diversification benefits 
of pooling debt and minimizing single-name default risk. Nevertheless, supply of new floating-rate corporate 
debt is limited by sluggish merger and acquisition activity, and most recent issuance of leveraged loans 
was used for repricing already existing deals. Analysts suggest that the shortage of leveraged loans to 
repackage could limit CLO formation and such a demand/supply imbalance is expected to keep upwards 
pressure on prices. 

Leveraged loans outperform bonds 

 

Capital market activity slows for real estate investment trusts. The amount of capital raised in February 
was $3.54 bn, 35.8% lower than the same figure last year and about 50% of the $7.14 bn raised in January, 
according to the latest S&P Global Market Intelligence data. Of the total, $1.28 billion came from common 
equity offers, with the majority coming from debt offerings. By property sector, retail REITs accounted for 
the greatest percentage of total capital raised year to date, with $3 billion, 12.2% less than the capital raised 
in the first two months of 2023.  

US equity REITs capital-raising activity 
(Billions of dollars)  

Offering by property sector, 2024 YTD 
(Billions of dollars) 

  
Europe 
European equities were trading in a tight range with the STOXX 600 index little changed. The euro 
was little changed against the dollar. Euro area sovereign yields continued to ease this morning (10y 
bund yield -2bp at 2.33%) with preliminary inflation data from Spain showing a slightly lower-than-
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anticipated acceleration in March. Yesterday, bund yields ended the day marginally lower with contacts 
pointing to commentary from ECB General Council member Muller, one of the known ECB hawks, who said 
that “data may confirm inflation trend for ECB’s June meeting”. Markets are now pricing in 91bp of ECB 
rate cuts in 2024, with a 25bp rate cut in June fully priced. 10yr Italian yields ended yesterday 4bp lower 
seeing spreads narrow to  around 130bp, while French 10y yields saw a more modest decrease yesterday 
(10y -2bp) amid news that France’s budget deficit was larger than expected in 2023. Separate data 
releases this morning showed euro area’s economic confidence improving slightly more than 
expected in March.   

 

Sweden 
The Swedish krone weakened marginally after the Riksbank left rates unchanged as expected but 
signaled that rates could be eased as early as in May. The Riksbank left the policy rate unchanged at 
4%, but noted in the statement that “it is likely that the policy rate can be cut in May or June if inflation 
prospects remain favorable.” ING analysts highlight that the Riksbank’s latest rate projections show a high 
probability of a rate cut in Q2, and 2–3 cuts overall in 2024, which analysts argue did not constitute a dovish 
surprise by itself considering market expectations on monetary easing. The Swedish krone was marginally 
weaker this morning (-0.1%), trading at the weakest level in four months. Yesterday Bloomberg analysts 
highlighted that the market was positioned for a dovish policy decision, even though a poll by SEB AB has 
showed that Swedish fixed income investors do not see a central bank rate cut in May as a very likely 
scenario. Money markets are now pricing in 21bp of rate cuts in May (compared to  around 17bp yesterday 
and 15bp last week).  

 

Japan 
The yen depreciated to 151.7 yen per dollar (-0.1%). In the morning trading session, the currency 
depreciated to its weakest level since 1990, nearly touching the 152 yen per dollar mark. The depreciation 
pressure increased after Naoki Tamura—Bank of Japan (BOJ) board member who is perceived to be the 
most hawkish—reiterated the BOJ’s stance that financial conditions will remain accommodative. He also 
indicated that the policy normalization should be slow but steady, suggesting further rate hikes but at a slow 
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pace. The yen recovered some ground after Finance Minister Suzuki ramped up his verbal warning about 
potential FX interventions. Markets still expect interest rate differentials between Japan and other advanced 
economies to remain wide. Hedge funds and asset managers held a near-record level of bearish positions 
against the yen according to data from the Commodity Futures Trading Commission. Japanese equities 
gained (NIKKEI: +0.9%), benefiting from the weak Japanese yen. Long-end JGB yields declined (10-year: 
-1.5 bp; 30-year: -2.4 bp), following the decline in US treasury yields. Japanese financial institutions are 
poised to reduce their holding of stocks. For decades, a network of cross-shareholding has existed as 
banks helped firms overcome business difficulties and expand globally. Now, expecations are growing for 
a rapid selling of these equity stakes. The financial regulator has pressed insuers to cut their holdings, and 
it is expected that banks will likely follow. 

 

Emerging Markets          back to top 
Asian stock markets were mixed, falling 0.7% on net. Hong Kong (-1.4%) and Chinese (CSI 300: 1.2%) 
equities declined, while share prices increased in India (+0.8%) and Singapore (+0.5%). Asian currencies 
depreciated, led by the Korean won (-0.7%), Indonesian rupiah (-0.4%) and Thai baht (-0.4%). Long-end 
government bond yields were mixed, with 10-year yields rising in Indonesia (+3bp) while falling in Korea (-
3bp) and India (-2bp). In Thailand, the government reassessed the funding option for its $14 bn cash 
handout plan. Government bond yields fell (10-year: -1bp). EMEA equities are higher, with strong 
performance in Czechia (+1%), while currencies were mixed. CEE currencies were mostly marginally 
weaker against the euro, except for the Hungarian forint that has gained for two consecutive days after the 
central bank reduced the pace of rate cuts to 75bp yesterday. Separately, Poland’s ruling coalition kicked-
off a probe of central bank chief Adam Glapinski on Tuesday. The zloty — which just hit a four-year high 
against the euro — traded little changed this morning as traders saw little if any near-term policy fallout 
from the inquiry.  The Turkish lira traded roughly 0.6% weaker against the dollar since last week despite 
the 500bp surprise rate hike on 21 March. The volatility of the lira has jumped to 13.5% ahead of next 
Sunday’s municipal elections. Elsewhere, the South African rand was stronger (+0.3%) against the dollar 
ahead of the policy decision later today, with consensus expecting the central bank to keep rates 
unchanged. Latin American stocks and currencies were mixed Tuesday. Stocks gained in Mexico 
(+1.2%), Chile (+0.4%), and Argentina (+0.2%), but lost in Colombia (-0.9%). The Colombian peso (+1.0%) 
outperformed, followed by the Mexican peso (+0.2%), while other regional currencies depreciated against 
the dollar. 

China 
Chinese equities retreated, with tech firms accounting for most of the losses. Share prices fell 1.2% 
in the onshore markets (based on CSI 300) and 1.7% in the Hong Kong market. The decline in tech stocks 
mirrored yesterday’s fall in US tech stocks. Furthermore, sentiment weakened as Alibaba called off its plan 
to list its logistics arm in Hong Kong SAR, with the IPO deal estimated to be more than $1 bn. Industrial 
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profits ytd increased 10.2% y/y in February, compared with a decline by 2.3% in the entire year of 2023. 
Analysts noted that positive industrial profits were attributed to solid manufacturing activity, a low base 
effect, and growth-supportive measures. RMB depreciated to 7.23 yuan per dollar (-0.2%). The People’s 
Bank of China (PBC) set the daily RMB fixing at 7.095 yuan per dollar, stronger than expected, with the 
deviation from market consensus widening to 1,276 pips. The PBC continued injecting liquidity, today in an 
amount of 247 bn yuan ($34.2 bn), as quarter-end funding pressures increased. The key interbank repo 
rate (DR007) edged up to 2.02% (+3.9 bps), above the policy rate at 1.80%. Spreads of money market 
rates also widened though still at relatively low levels. 

 

Nigeria 
The Central Bank of Nigeria raised interest rates by 200bp 
to 24.75%. Consensus expectations had been for a smaller 
125bp rate hike, although some contacts had anticipated a 
larger 400bp rate hike. The cash reserve ratio (CRR) was left 
unchanged at 45%, while the CRR for merchant banks was 
raised to 14% from 10%. The asymmetric corridor was also 
narrowed back to pre-February meeting levels at +100/-
300 bp (from +100/-700), delivering a total of 600bp in effective 
tightening at this meeting. Governor Cardoso explained that 
the rate hike was necessary to tame inflation, which reached 
31.7%y/y in February and to ensure the FX market remains 
open and transparent. JP Morgan analysts expect that the policy rate will now be on hold for the 
remainder for the year as policymakers will want to assess the impact of recent actions on headline 
inflation. The analysts expect headline inflation will reach 34%y/y in the coming months before decelerating 
toward 29%y/y by end-2024 and note that the naira has seen some appreciation in both official and parallel 
markets, which should improve FX liquidity and garner more foreign portfolio inflows. 

Hungary 
The Hungarian forint gained after the National Bank of Hungary yesterday slowed the pace of rate 
cut to 75bp, from 100bp in February, taking the rate to 8.25% in line with expectations. The forint 
appreciated (+0.4%) against the euro yesterday and was stronger (+0.2%) this morning, although still 
weaker (-0.5%) than a month ago. Yesterday’s decision was unanimous and communication signaled a 
move to a more hawkish stance, as NBH Deputy Governor Virag talked of a “new phase” of slower rate 
adjustments in Q2 2024 citing risks from the weaker forint and the need to remain vigilant on inflation. The 
NBH expects inflation to further slow, but noted a possible temporary rise around mid-year due to base 
effects. Looking ahead, Deputy Governor Virag confirmed expectations that NBH will reduce the rate to the 
6.5%-7% range by the end of June were realistic. JP Morgan continues to think the NBH will slow the pace 
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of rate cuts to 50bp in April and that policy rate will reach 5.5% at the end of 2024, but sees the possibility 
of a 25bp cut if the forint continues to weaken. ING expects another 75bp cut in April, but also notes the 
possibility of a 50bp cut instead, and expects the policy rate in the range of 6% -6.5% by year-end.  

 

Brazil 
Brazil’s central bank reveals increased uncertainty in the disinflation process. The central bank’s 
meeting minutes reveal that resilience from the US economy, and the speed of disinflation in both domestic 
and international markets, did not change their baseline scenario but has been incorporated as a source of 
uncertainty. The minutes highlight that policy makers discussed greater monetary flexibility in the future, 
indicating a 50 bp cut at the next meeting—which was changed from a likely 50 bp cuts at the next two 
meetings. Additionally, some policy makers argued that if future uncertainty remains high, then a slower 
pace of rate cuts might be appropriate. Policy makers emphasized that the change in signal should not be 
interpreted as a change to their baseline. Brazilian rates increased across the curve following the release.  
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Global Financial Indicators 
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Emerging Market Financial Indicators 
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