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• Chinese export growth slowed but came in above expectations (link) 

• Indian markets have started to come under pressure, though moves remain modest (link) 

• Peru cut its policy rate by 25 bps amid growth concerns (link) 

• Bond and equity volatility have declined despite still elevated macro uncertainty (link) 

• Corporate stock buybacks rose to over $250 bn in April, the highest in years (link) 

• S&P warns about downgrade risks for Romania amid twin deficit and political risks (link) 

• Special Feature: EM BOP Capital Flows Monitor (attached) 
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Investors are cautiously optimistic that the trade war has peaked 

Many global equity markets were higher for a second day following the US-UK trade agreement and 

reports that President Trump could cut tariffs on China this weekend. This morning, President Trump 

stated that tariffs on China of 80% “seems right”, though that figure is higher than media reports from 

yesterday, highlighting the still very high uncertainty around the trade outlook. European and Japanese 

stocks gained today, though China was slightly lower. Indian stocks underperformed amid ongoing 

geopolitical tensions with Pakistan. US futures edged higher, with the S&P500 now up about 15% from the 

closing lows on April 8th and only 8% below the record highs reached in February. Some analysts cautioned 

that even if trade tensions are receding, the new baseline still implies a significant hit to economic activity 

and inflation. Long-end Treasury yields rose 1–2 bps this morning after jumping higher yesterday, with the 

10y yield back up to 4.39%. The dollar edged lower today. Cryptocurrencies have rallied in recent days, 

with Bitcoin back above 100k. Global oil prices rose to their highest level in a week, with Brent crude back 

above $64 per barrel. 

 

http://www.cvent.com/api/email/dispatch/v1/click/7m5gjzlpkltd4g/kr5j7w4y/aHR0cHMlM0ElMkYlMkZ3d3cuaW1mY29ubmVjdC5vcmclMkZjb250ZW50JTJGaW1mJTJGZW4lMkZnbW0lMkZhcmNoaXZlLmh0bWwmU1U2YyUyRkpWNXpnWSUyQjdGYmdRWTZpSDBrVERJSXlOS2FSZGhVYWVFcXlwYTAlM0Qmb25saW5lK2FyY2hpdmU
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Mature Markets          back to top 

United States 

Measures of bond and stock market volatility have declined despite still elevated macro uncertainty. 

The MOVE Index, a measure of Treasury bond volatility from options, has fallen back below the levels seen 

on April 2nd when reciprocal tariffs were announced. The VIX Index, a measure of equity market volatlity, 

has also declined back down to 22.5 from a closing high of 52.3 on April 8th and a long-term average near 

19. However, Bloomberg analysts highlighted that uncertainty around trade policy and the Fed could drive 

bond market volatility higher again, especially at the front end of the curve. Notably, the Bloomberg Fed 

Sentiment Index has pointed in a more dovish direction in recent weeks, even as Fed Chair Powell 

emphasized that the FOMC is in no hurry to cut interest rates. Other analysts noted that the reality on tariffs 

has not sunk in, with the UK deal pointing to 10% tariffs as a floor, with tariff rates likely to end up higher 

on other countries. 

 

Corporate stock buybacks increased to over $250 bn in April, which may have helped support equity 

prices. Corporate buybacks rose to over $250 bn in April, the highest volume in several years. In addition, 

JP Morgan analysts highlighted that retail investors have remained strong buyers, with hedge fund flows 

also stabilizing. Corporate buybacks have tended to take place during market downturns, notably during 

the March 2023 regional bank crisis and the outbreak of the Russia-Ukraine War. 

 

Europe 

European equities were trading higher this morning on trade optimism, with Germany’s DAX 

reaching a record high (+0.6%). The Stoxx 600 index gained +0.6%, led by energy (+2%), healthcare 

(+1%), and materials (0.9%). All major European bourses traded higher today, with France outperforming 

(CAC40 +0.8%). The euro regained (0.2%) against the dollar this morning, trading at $1.1254/€. However, 

ING analysts continue to see the euro as overvalued and expect the currency to weaken in the near term 

towards $1.100/€. ECB Governing Council member Simkus said that he foresees another rate cut in 

June as the Eurozone’s economy has yet to see the full impact of US tariffs. Output will be weaker than 

projected in March when the ECB expected 0.9% growth in 2025, followed by 1.2% and 1.3% in 2026 and 
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2027, respectively. Inflation is also expected to slow. ECB member Rehn also said that he would back such 

a move if the ECB’s new forecasts confirm an outlook of disinflation and waning growth momentum. 

 

European sovereign bond yields continued to edge higher this morning, with the yield curve bear 

steepening, as 10y Bund yields rose 4 bps to 2.57%. Southern European spreads were steady, with the 

10y OAT-Bund spread at 71 bps while the 10y BTP-Bund yield spread was little changed at 106 bps (+1bp). 

Industrial production in Italy disappointed as output grew by only 0.1% m/m (vs. 0.5% expected) in March. 

United Kingdom 

UK markets gained, with the pound sterling rising against the dollar (+0.1%) to trade at $1.3263/£, 

while equities rose 0.5%. Following yesterday’s Bank of England rate cut, markets have scaled back the 

expected pace and extent of further easing, with a June rate priced in as only a 20% probability. The implied 

policy rate for December rose to 3.64%, up from 3.56% on Wednesday. Nevertheless, HSBC continues to 

expect a dovish path for the BoE through 2025 with a rate cut in each quarter. ING noted that the UK trade 

agreement reduces tariffs significantly (from 25% to 0%) for UK steel and aluminum exports. It also 

reportedly includes an annual quota of 100,000 vehicles at a reduced 10% tariff (instead of 27.5%), with 

the 10% baseline tariff maintained on most other goods. Bloomberg sees GDP growth relief of only around 

0.1%, though preferential treatment on pharmaceuticals and semiconductors could entail additional 

benefits. Long-end gilt yields rose 3–4 bps today. 

 

Japan 

Exports and wage growth slowed below expectations, increasing uncertainty around future rate 

hikes. Nominal wages rose +2.1% y/y in March (vs 2.5% expected, 2.7% previous). Real wages continued 

to decline at -2.1% y/y (vs -1.5% previously), according to the Labor Ministry. Household spending (+2.1% 

y/y) remained robust. Some analysts noted that wage growth remains solid however, with base salaries for 

  

-30

-10

10

30

50

70

90

110

130

150

2

2.1

2.2

2.3

2.4

2.5

2.6

2.7

2.8

2.9

3

Jul-24 Aug-24 Sep-24 Oct-24 Nov-24 Dec-24 Jan-25 Feb-25 Mar-25 Apr-25 May-25

bps%

10y Bund-swap and Southern spreads  
Germany 10y swap spread (RHS) 10y Bund(GE) yield (LHS)

10y Bonos(ES)-Bund spread (RHS) 10y BTP(IT)-Bund spread (RHS)

10y OAT(FR)-Bund spread (RHS)

Source: Bloomberg and IMF calculations



GLOBAL MARKETS MONITOR May 9, 2025 

 

IMF | Monetary and Capital Markets—Global Markets Analysis 4 

full time workers up 2% y/y, while temporary factors like reduced working hours (-2.9% y/y) due to calendar 

effects and lower bonus growth weighed on headline wage growth. Conversely, weaker corporate profits 

could slow wage growth going forward. Separately, exports rose +2.3% y/y in the first 20 days of April, 

down from +4.2% y/y in the first 20 days of March. Economists attributed the slowdown to a stronger yen 

and possibly the impact of US tariffs. On Friday, the yen appreciated (+0.5%) against the dollar to 145.2, 

while the stock market gained (Nikkei 225: +1.6%). 

 

Emerging Markets          back to top 

In EMEA, equities and currencies were mixed this morning. Equities in CEE were mostly trading in the 

green with Polish equities outperforming (+1.4%), while CEE currencies were mixed against the euro. In 

Hungary, April headline inflation slowed by less than expected to 4.2% y/y (vs 4.0% expected, 4.7% 

previous). Bloomberg analysts believe the upside surprise will convince the central bank to leave rates 

unchanged at 6.5% when policymakers meet later this month. In Serbia, the central bank left rates 

unchanged at 5.75%, in line with expectations.  

In Asia, currencies were mixed while regional stock markets (EM Asia +0.9%) mostly gained on 

optimism over trade negotiations. Taiwan POC outperformed (+1.8%) and Hong Kong gained 0.4% even 

as China’s CSI 300 index edged lower. The Malaysian ringgit weakened (-0.6%) while the Philippine peso 

strengthened (+0.3%).  

In Latin America, most regional currencies gained yesterday, with the Argentina peso rising 2.4% and 

the Brazilian real gaining 1.4%. Equity markets were mixed, with Mexico underperforming (-1.9%), while 

Brazil (+2.1%) and Colombia (+0.9%) gained. Chile’s April inflation print came in below expectations at 

4.5% y/y (vs 4.6%) while Colombia’s April inflation was above consensus at 5.2% y/y (vs 5.0%). Peru’s 

central bank cut its policy rate by 25 bps to 4.5% in somewhat of a dovish surprise. Analysts were 

split ahead of the decision, but the central bank noted that inflation remains within the 1-3% tolerance range 

and expects it to remain there going forward. The central bank also noted that while interest rates are close 

to neutral, the growth outlook could face headwinds from rising trade uncertainty. 

China 

Chinese export growth slowed to 8.1% y/y in April (vs 2% expected, 12% previous) in USD terms. 

Import growth stalled at -0.2% y/y (vs -6% expected, -4.3% previous), leading the trade surplus to decline 

to $96 bn from $103 bn in March. According to customs data, shipments to the US fell 21% y/y in April, 

while imports fell almost 14% y/y, highlighting the impact of tariffs. In contrast, exports to India and ASEAN 

rose more than 20% y/y, while exports to the EU grew 8% y/y, with analysts highlighting the possible role 

of transshipments. Stocks were slightly lower on Friday (CSI 300: -0.2%) as investors tried to manage 

expectations ahead of weekend US-China trade talks. The yuan was little changed (-0.1%). 
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India 

Markets have come under pressure amid escalating conflict with Pakistan, with stocks down 1.1% 

on Friday and currency volatility rising. Implied rupee volatility (1 month ATM) has jumped from around 

4% in March to over 7% this week. The rupee stabilized today (+0.3%) but declined 1.1% this week, with 

Bloomberg reporting that the RBI likely intervened in the market to a limited extent. The Nifty 50 slumped 

over 1% today and is down for the week, one of the few major global indices to decline. The cost of options 

hedging against a 10% decline relative to contracts betting on gains rose to its highest level since March 

2022. Positively, Q1 corporate earnings have been relatively strong, which analysts noted could support a 

sharp rebound if geopolitical tensions ease. Government bond yields edged lower amid RBI open market 

operations (bond purchases) to manage liquidity.  

 

Mexico 

Inflation rose to 3.93% y/y in April (vs 

3.9% expected, 3.8% previous). The 

higher-than-expected inflation print remains 

within the central bank’s tolerance range 

(3% plus/minus 1%), and most analysts 

believe a 50 bp cut at next week’s meeting 

is still on the table (consensus was for a 50 

bp cut before the inflation release). 

However, Bank of America analysts noted 

that yesterday’s higher core inflation print 

(3.93% from 3.64% previously) might drive 

Banxico to slow the pace of cuts going forward after next week. Local markets were mixed, with equities 

falling 1.9% yesterday, while the peso gained 0.3%. Overnight swap rates moved marginally higher 

yesterday. 



GLOBAL MARKETS MONITOR May 9, 2025 

 

IMF | Monetary and Capital Markets—Global Markets Analysis 6 

Poland 

National Bank of Poland emphasized caution on future 

rate cuts. During yesterday’s press conference, Governor 

Glapinski said that Wednesday’s 50 bp rate cut was “not 

the beginning of an easing cycle” and suggested that an 

additional rate cut in June was unlikely. JP Morgan analysts 

note that the National Bank of Poland (NBP) is “now back 

in wait-and-see mode.” While the analysts continue to 

expect 100 bps of easing this year, they believe the path 

for rates cuts will be less frontloaded and now expect a 25 

bp rate cut in July. For 2026, the analysts expect a further 

75 bps of rate cuts. JP Morgan analysts note that during 

the press conference Governor Glapinski said that the MPC had discussed possible changes to reserve 

requirements as well the interest rate corridor (currently 100 bps wide) and discussions would likely 

continue through to the June meeting.10y zloty bond yields rose 4 bps to 5.36%. 

Romania 

Romania at risk of ratings downgrade if deficit worsens. S&P Ratings said that Romania could lose its 

investment grade rating if domestic political developments undermine the country’s ability to address its 

fiscal deficit, which is one of the highest in the European Union. S&P said that “the key risk is how Romania 

will finance its large twin deficits…against a backdrop of prolonged political impasse and weakening 

growth.” In addition, the ratings agency noted that recent domestic political turbulence has weakened the 

currency and put upward pressure on local currency and USD yields. Yesterday, the Finance Ministry sold 

RON500 mn in 8-month T-bills at a yield of 8.21%, compared with 6.7% on 11-month T-bills last month. 

10y bond yields are up about 100 bps since May 1. ING analysts expect elevated currency volatility ahead 

of the second round of voting on May 18th. Bank of America analysts noted that the spread of 10y Romanian 

government bonds over Treasuries tends to closely follow FX forward points (right chart below). 
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Global Financial Indicators 
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Emerging Market Financial Indicators 
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