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LEAD EDITOR: FABIO CORTES

e Nvidia shares gain on upbeat earnings (link)

e US agency MBS spreads tighten ahead of GSE privatization (link)

e The Bank of Korea cuts its policy rate and indicates more rate cuts ahead (link)

e Rising demand for Chinese corporate bonds amid shrinking trading volumes for
government-related bonds (link)

e Equity valuations in Latam remain attractive despite outperforming this year (link)

e Goldman Sachs analysts expect further reserve losses in Turkiye to be limited (link)
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Market sentiment improves on US tariff ruling and Nvidia results

Global equities gained on upbeat Nvidia earnings and after a US trade court ruling blocked
President Trump’s import tariffs. The US court of international trade ruled that Trump’s global tariffs are
illegal, with the panel of judges finding the President did not have authority to use the emergency powers
legislation he cited when he implemented higher global tariffs last month. Global equities were also
supported by upbeat Nvidia results, with its shares gaining as much as 6% in early trading after CEO Huang
predicted “exponential growth” for the Al computing market. In fixed income markets, advanced economy
government bond yields rose, with 10-year Treasury yields 4 bps higher. Elsewhere, the dollar and gold
prices were little changed this morning. On the monetary policy front, the Bank of Korea cut its policy rate
by 25 bps to 2.5%, as widely expected, and indicated more rate cuts ahead.

Key Global Financial Indicators

Last updated: Level Change from Market Close

5/29/25 8:15 AM Last 12m Latest 1 Day 7 Days 30 Days 12m
Equities % %
S&P 500 e 5889 -0.6 -1 6 12 0
Eurostoxx 50 M 5408 0.5 0 5 9 10
Nikkei 225 'Alf“""'"‘"""y" 38433 1.9 4 7 0 -4
MSCI EM eSS 46 0.5 -1 5 8 10
Yields and Spreads bps
US 10y Yield MV Nt 452 4.0 -1 35 -9 -5
Germany 10y Yield Mg 257 1.6 -7 7 -12 20
EMBIG Sovereign Spread "‘""\..M_,J\_ 329 -1 8 -30 -45 5
FX / Commodities / Volatility %
EM FXvs. USD, (+) = appreciation W 45.6 03 0 1 -3 7
Dollarindex, (+) = $ appreciation w 99.9 0.0 0 1 -5 -8
Brent Crude Oil (S/barrel) M 65.1 0.2 1 1 -22 -13
VIX Index (%, change in pp) M 19.0 -0.4 -2 -5 5 p

Colors denote tightening/easing financial conditions for observations greater than +1.5 standard deviations. Data source: Bloomberg.

Previous editions of the GMM and Special Features are available in our Online Archive. 1
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United States

Nvidia shares gained as much as 6% in premarket trading following an upbeat earnings release and
a solid sales forecast after markets closed yesterday. Investors continue to see Nvidia earnings as a
bellwether for tech sector momentum and the future of the Al-driven rally, with positioning around it closely
watched as a signal of market sentiment. A measure of such positioning is offered by Nvidia options, which
still account for 12% of all single-stock options volume in the S&P 500—down from the June 2024 peak of
45%, but still notably high. Given this elevated positioning, Nvidia earnings have driven significant volatility
in both the stock and broader indices historically and may continue to impact these proxies going forward.

Exhibit 1: NVDA options volumes relative to S&P 500 have remained stablein Exhibit 3: SPX options pricing suggests that investors expect a significant move in S&P 500 on NUDA
recent months but are well-below peak levels wi din June 2024 earnings relative to the past quarters

Rolling daily average of notional single stock options volumes for NVDA vs. S&P 500
constituents

S&P 500 realized moves vs. 2-day options implied moves on NVDA earnings
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This morning, economic data painted a mixed picture. US GDP contracted at a 0.2% annual rate in Q1,
slightly better than the initial -0.3% estimate (median -0.3%). Core PCE inflation eased to 3.4% (median
expectation of 3.5%). However, personal consumption rose just 1.2%, down from 1.8% and below the 1.7%
forecast. Jobless claims also increased by 14k to 240k, above the expected 230k. Treasury yields fell
modestly immediately after the data releases.

Agency MBS spreads have tightened modestly
ahead of GSE privatization. This follows President i,
Trump’s stated support for maintaining a government
guarantee for Fannie Mae and Freddie Mac, even if
the mortgage giants are eventually privatized and
released from conservatorship. Under
conservatorship since the 2008 GFC, the two firms
have operated under government control, with the US
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spreads to Treasuries could widen by up to 40 bps,
according to a JP Morgan survey. The same survey, however, found that stronger capital provisions and a
retained guarantee would likely limit any spread impact. Some analysts also caution that privatization could
raise mortgage rates for borrowers. However, privatization is not going to happen quickly or easily. While
Santander estimates the GSEs could raise up to $382 bn via IPO, any changes to their conservatorship
status would likely require congressional approval and extended policy deliberations.
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Euro area

European equities rose this morning, following gains of Asian stocks overnight after a court ruling
blocked some the announced US tariffs while Nvidia posted strong results. The Stoxx 600 was up by 0.3%
this morning, led by gains in the information technology sector (+1.4%), with the banking (+0.7%) and
consumer discretionary goods (+0.6%) sectors also in the green. All European bourses advanced, with
France outperforming (CAC 40 +0.7%).

The euro was slightly weaker (-0.1%) this morning. Analysts at ING expect the euro to weaken further
should the tariff court ruling stand, arguing that the current 2-year EUR-USD interest rate swaps differential
of 180 bps would be consistent with the euro trading as low as 1.06. ECB Governing Council member
Villeroy said yesterday that more policy easing could be expected given little signs of upward pressure on
consumer prices; while ECB member Knot emphasized that the outlook for growth and inflation remains
uncertain. European government bond yields were marginally higher across tenors this morning. After
reform of the German fiscal framework, analysts at Bloomberg now expect Germany’s debt to GDP ratio
increasing to around 75% within the next ten years, from the current level of 62%. Analysts expect the
budget deficit to reach around 3% of GDP in the coming years, driven by higher defense and infrastructure
spending, with increased public investments boosting GDP in the long run helping to contain the rise in the
debt-to-GDP ratio, and with Germany’s debt servicing costs likely to climb from very low levels compared
to peers to an effective interest rate on debt of about 2.8% by 2035, up from 1.4% in 2024.
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Norway

The krone appreciated this morning (+0.3%  norway: Deposit rate, inflation and exchange rate

to the euro to trade at NOK11.46/€, and +0.1% Dot rate —Headline inflation

to the dollar at NOK 10.16/$), while 5 " ——Core inflation —HKrone per euro (RHS) s

government bond vyields little changed after -

- 12.0
Norway’s April retail sales printed yesterday ¢ h}i““”ﬁ""‘ﬂ w”""‘-’""\f\m s
higher than expected. Sales grew by 0.7% 3§ L__ r---—L Ly e
m/m (vs. est. 0.4%), from 0.6% qg/q in March, zs — / wf:: :::1 e :Z:
with an increase of 1.5% in the three months to 1_: as
April compared with the previous trimester. 1 20
Analysts at Danske bank saw in April sales 0-2 :;
data the continuation of an upper trend started = a2 Jul 24 Sep24 Nov 24 dan 25 Mar 25 May 25

last Autumn on the back of higher real wages, ~ Scures:Bleemberg and IMF calculations

strong employment and normalization of savings ratios. Handelsbanken also sees an upturn in households’
consumption in the coming months after data released on Monday showed an increase by 4.2% yly of
consumer credit in Norway, the highest growth since 2023. The krone has appreciated 2% to the dollar
month-to-date.
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United Kingdom

The UK government announced today that it will set binding investment targets in private markets
for defined-benefit pension funds, securing £27.5 bn for “local investment priorities”. The government
also confirmed plans to consolidate roughly £1.3 tn of retirement savings into few “megafunds” and to allow
companies to reinvest surpluses of their defined-benefit programs into their core businesses.

Japan
The BOJ’s unrealized losses on government
bond holdings reached a record ¥28.6 tn ($198
bn) for the 2024 fiscal year, triple the previous 18 trfenyen
year's amount, according to the BOJ’s financial -6
statement released on Wednesday. The losses are -
attributed to the rising bond yields, with the 10-year - 12
JGB yield increasing to around 1.5% at the end of ) ;i
March from about 0.73% a year earlier. Despite the | | | | | | C =30
. . FY2018 FyY2019 FY2020 FY2021 FY2022 FY2023 FY2024
losses, the BOJ's net income remained ¥2.26 tn for
the year ended March, and the governor expects e 80 eleombers Sloamteen
profits to return in the longer run as the bank's bond holdings mature over time. Fitch Ratings noted that
higher JGB yields do not have an immediate impact on rated issuers’ credit profiles. Major Fitch-rated
Japanese banks’ JGB holdings have short average maturities of around 1-3 years, while regional banks
usually have longer average JGB maturities. The impact of rising bond yields on companies is limited, as
the top 100 corporates do not typically have elevated leverage, with half holding net cash positions. Today,
the yen depreciated (-0.3%) while the stock market gained (Nikkei 225: +1.9%).

BOJ's Paper Losses From Bonds Triple to Record

Korea
The Bank of Korea (BOK) cut its policy rate by 25 Bank of Korea Moves Again

BOK lowers policy rate for fourth time in current cycle

bps to 2.5%, as widely expected, and indicated ==swn
more rate cuts ahead. The BOK statement noted a L‘_|7‘j
o

slower recovery in domestic demand and a potential
deepening downturn in exports. Reflecting these
headwinds, the BOK revised down its 2025 growth
outlook to 0.8% from 1.5% projected in February and
lowered its 2026 forecast to 1.6% from 1.8%. 050
Separately, the Korea Stock Exchange plans to = vy se mre sy aio "nov reb pay e Nov bty Talg Hor Tieb
introduce weekly options and dividend futures tied to ™" """ foembes @
the Kospi 200 Index and Kosdaq 150 Index, pending regulatory approval. Demand for short-term derivatives
has been rising as traders seek to hedge or speculate in financial markets affected by geopolitical tensions
and policy shifts.

Emerging Markets back to top

In Asia, equities gained (EM Asia +1%) on upbeat Nvidia earnings and after a US trade court ruling blocked
President Trump’s import tariffs. EM Asian currencies mostly depreciated, led by the Philippine peso
(-0.4%) and Malaysian ringgit (-0.3%). EMEA markets were mixed. In CEE, equities were mixed with
Poland (-0.5%) underperforming while equities in Romania gained (+0.4%). CEE currencies were mostly
trading in a tight range to the euro while the Hungarian forint was marginally weaker. The South African
rand strengthened (+0.5%) ahead of the MPC meeting later today where the central bank is expected to
lower its policy rate by 25 bps to 7.25%. In Latam, most currencies depreciated and equities were mixed
yesterday. The Brazilian real (-0.8%) and Mexican peso (-0.7%) led the regional currency retreat. Equities
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gained in Colombia (+0.4%) and Mexico (+0.2%) but the rest of the region experienced losses, led by Chile
(-1.3%). In Guatemala, the central bank left its lending rate unchanged at 4.5%.

China

Bond investors are reportedly shifting to .

Cooling Down
corporate bonds from government-related  volumes shrink for government-related bonds, spurring demand for credit
bonds, pushing CGB vyields to near two-month ™ Deily trading in China Development Bank’s January 2035 bond
highs (1-year: +1.4bps to 1.48%; 10-year: +1.4bps
to 1.72%) and narrowing the 3-year credit spread 300
between AAA-rated corporate bonds and CGBs to 200
33 bps, 9 bps lower than one month ago.
Bloomberg reported that trading volumes for
government-related bonds have shrunk, e.g., the 0
daily trading volume for China Development Bank’s ~ Mevé May8 May12 Mayi4 May1é May20 May22 May26 May 28
January 2035 note, one of the most active  Source: Bloomberg Bioomberg
government-related bonds, plunged to RMB 46 bn on Wednesday, just 17% of May’s daily average and
24% of its average since issuance. Analysts expect funds to shift to corporate bonds, which offer steady
and higher coupon income than government-related peers. The credit market is likely to be further boosted
by this month’s deposit-rate cuts, which may spur some investors to shift funds out of banks and into
wealth-management products (WMPs). Unlike banks, which prefer low-risk government-related bonds,
WMPs favor higher-yielding credit to boost returns. Today, the stock market gained (CSI 300: +0.6%), led
by tech sectors on DeepSeek model upgrades. The yuan was little changed, despite the PBOC setting the
fixing weaker for the third session at 7.1907 per dollar.

400B yuan

100

Latin American Equities

Equity valuations in Latin America remain attractive despite outperforming this year. The MSCI Latin
America Index has gained 23% YTD, outperforming the MSCI All Country World Index by 18 ppts (right
chart). Even after the major rally, equities in the region remain historically undervalued (left chart).
Price-to-Earnings ratios for Latam countries remain below their 10-year average and fall within a range of
5to 15, compared to 25 for the S&P 500. The regional outperformance appears to be broad based across
most sectors, with all MSCI Latin American sectors outperforming other regional aggregates YTD except
for Materials and Energy (right chart).

o Latin America « EMEA e« AEs « Asia ® MSCI Latin America  » MSCI EMEA ® MSCIEM
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Mexico

Banxico cut GDP growth forecasts for 2025 and 2026. The central bank estimated the economy will
grow at 0.1% in 2025 and 0.9% in 2026, down from the previous estimates of 0.6% and 1.8%, respectively.
Central bankers highlighted the balance of risks to growth is signficantly biased to the downside, citing
increased levels of uncertanity stemming from US trade policy, intensified geopolitical conflicts across the
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globe, reduced public spending, and severe weather impacts. Inflation forecasts were left unchanged
relative to those announced in the last monetary policy statement on May 15, but short term forecasts were
higher than the previous quarterly report. Bi-weekly inflation reported on May 22 showed a slight uptick in
both headline (4.22% y/y from 3.9%) and core (3.97% y/y from 3.96%). The Mexican peso is the second
best performing Latam currency this year (+7.4% stronger YTD), after the Brazilian real.

Banxico Slashes 2025 GDP Estimate to 0.1% From 0.6%
Central bank also lowers 2026 growth forecast to 0.9% from 1.8%

2Q estimate M 3Q estimate M Latest - 1Q 2025

2.0%
1.8% 18%
1.2%
0.6%
0.1%
2025 2026
Sources: Central bank, Bloomberg. Bloomberg

Tarkiye

Market analysts expect further reserve losses to be limited. Goldman Sachs analysts argue that the
decline in gross reserves following the detention of Istanbul mayor Ekrem imamoglu was mainly a result of
foreign outflows. However, the analysts highlight that despite this decline, the central bank’s balance sheet
is relatively healthier than in 2023. Moreover, given a small current account deficit and “very light” foreign
positioning, they see limited risk of further reserve losses. The analysts also point out that anchoring
inflation expectations remains a major challenge for the central bank. Against this backdrop, it may be
surprising that the central bank is allowing the lira to depreciate at a faster-than-usual rate recently—as the
pace of depreciation is a key driver of inflation expectations. However, the analysts suggest that this is likely
partly driven by the central bank’s desire to curb a resurgence in carry trade positions. Also, the analysts
are skeptical that the current FX strategy can be maintained and expect it to come to an end in July at the
latest—when the central bank is expected to restart its easing cycle. The Turkish lira was little changed
this morning, roughly 1.7% weaker than at the start of this month, and almost 10% weaker YTD.

Exhibit 1: FXR AreCl i inflation Prog
Composttion of TCMB's reserves excluding May

Tirkiye: Policy rate, Inflation and Currency
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Global Financial Indicators

Level

Last 12m Latest

30 Days

May 29, 2025

Equities

United States

Europe

Japan

China

Asia Ex Japan

Emerging Markets
Interest Rates

US 10y Yield

Germany 10y Yield
Japan 10y Yield

UK 10y Yield

Credit Spreads

US Investment Grade
US High Yield
Exchange Rates
USD/Majors

EUR/USD

USD/JPY

EM/USD

Commodities

Brent Crude Oil ($/barrel)
Industrials Metals (index)
Agriculture (index)

Gold ($/ounce)

Bitcoin ($/coin)

Implied Volatility

VIX Index (%, change in pp)

Global FX Volatility

EA Sovereign Spreads
Greece

Italy

France

Spain

5,889
5,408
e 38,433
3,859
78
46

)

4.5
2.6
15
4.7

135
368

99.9
1.13
145.0
45.6

65.1
142.7
56.4
3297.7
108785.0

19.0
8.7

LR TeRt Sy

73
98
67
60
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10-Year spread vs. Germany (bps)

Change
1 Day 7 Days
%
-0.6 -0.9
0.5 -0.3
1.9 3.9
0.6 -1.4
-0.6 -0.7
-0.5 -0.9
basis points
4 -1
2 -7
1 -4
1 -1
basis points
0 -2
-2 -6
%
0.0 0.4
0.0 0.1
0.1 0.7
0.3 0.0
%
0.2 1.0
0.7 0.1
0.0 -2.3
0.3 0.1
1.4 -0.1
%

-0.4 -1.9
0.0 -0.2
1 -2
0 -3
0 -1
0 -2

5.9
4.8
7.2
2.2
6.2
5.2

2.8
-1.3
-2.9
-0.6
14.7

-5.2
-0.9

11.8 0
9.0 10
-0.3 -4
6.8 -2
9.8 8
8.5 10
-9 -5
-12 20
a4 43
34 17
20 15
26 39
-5.0

4.5

80 | 8
2.6

-17.3 -11

-14.6 2
-8.8 -1

61.4 16
4.7 1.6
1.8 -0.5
-29 -12
-35 -17
20 -16
-15 -10

Colors denote
tightening/easing financial
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Mexico by 58736 | 0.2 03 5.6 M, 290 | 12 -8 -13
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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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