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• Sterling volatility has risen ahead of UK budget announcement (link)
• Some analysts believe markets may be underpricing further ECB rate cuts (link)

• Japanese regional banks are considering more consolidation (link)
• Analysts lowered their interest rate forecasts for Brazil for 2026 (link)
• Tech firms with more debt are facing greater scrutiny from investors (link)
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Global Market Volatility Eases while Equity Markets Continue to Recover 
Markets were relatively quiet this morning, with global equities posting modest gains while Treasury 
yields were slightly lower. In Asia, tech stocks helped drive broader gains as investors appear to be 
moving past the recent turmoil. US futures were little changed this morning after stocks rose nearly 1.6% 
yesterday. Investors have been differentiating among tech stocks as they search for winners and losers 
from the AI cycle. Google set new record highs this week following strong reviews for its recent model. On 
the data front, lagged September data for US PPI printed at 0.3% m/m (vs 0.3% expected), while retail 
sales came in below expectations at 0.2% m/m (vs 0.4% expected). ADP payrolls data showed job losses 
averaging 13.5k over the previous four weeks from November 8. Elsewhere, UK markets were relatively 
quiet ahead of the budget announcement tomorrow but activity in sterling options markets has accelerated 
in recent days as investors look for protection against any surprises. Bitcoin prices stabilized but have yet 
to meaningfully recover from the steep sell off in recent weeks and remain below 90k. Brent crude prices 
fell this morning following headlines that Ukraine had agreed to terms of a peace deal, though the details 
remained unclear.  

http://www.cvent.com/api/email/dispatch/v1/click/7m5gjzlpkltd4g/kr5j7w4y/aHR0cHMlM0ElMkYlMkZ3d3cuaW1mY29ubmVjdC5vcmclMkZjb250ZW50JTJGaW1mJTJGZW4lMkZnbW0lMkZhcmNoaXZlLmh0bWwmU1U2YyUyRkpWNXpnWSUyQjdGYmdRWTZpSDBrVERJSXlOS2FSZGhVYWVFcXlwYTAlM0Qmb25saW5lK2FyY2hpdmU
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United States 
US stocks continued to rally on Monday, with the S&P500 rising 1.55% amid broad-based gains. 
The benchmark index is now up nearly 3% from last week’s lows, bolstered by increased hopes for a rate 
cut at the upcoming FOMC meeting. Treasury yields also edged lower by 2–4 bps. 

Lagged September data showed a mixed picture, with retail sales below expectations, reinforcing 
concern about consumers. PPI data (m/m) was in line but y/y figures were slightly above 
expectations. Treasury yields declined slightly heading into the release, but were little changed thereafter. 

 Period Surveyed Actual Prior Revised 
Retail Sales Advance MoM Sep 0.4% 0.2% 0.6%  
Retail Sales Control Group Sep 0.3% -0.1%  0.6% 
PPI Final Demand MoM Sep 0.3% 0.3% -0.1%  
PPI Final Demand YoY Sep 2.6% 2.7% 2.6% 2.7% 

 
Investors are increasingly focused on rising leverage among big tech companies to fund their AI 
investment. Bloomberg calculations showed that the five largest AI spenders (Amazon, Alphabet, 
Microsoft, Meta, and Oracle) have issued over $100 billion in debt in 2025, more than triple the average of 
the past decade (left chart below). Markets now expect AI leaders to operate with structurally more 
leveraged balance sheets, implying a higher risk profile and greater market volatility during risk-off shocks. 
Analysts have flagged Oracle as the textbook example with aggressive borrowing in recent quarters, 
including more complicated financing structures. Oracle’s CDS spreads have moved sharply wider, while 
its stock price has fallen nearly 40%. Firms with higher debt have come under heavy pressure during the 
recent market volatility, while investors have rewarded those with a clearer path towards monetizing large 
capital expenditures.  

 

Canada 
Canadian corporates have delivered strong earnings despite tariff pressures and elevated 
unemployment. Third quarter operating profits rose at the fastest pace since 2022 (3.8%) after a downturn 
in the second quarter. The significant weight for financials supported overall earnings growth, as sectoral 
profits rose 6% on lower provisions for credit losses. While tariffs on steel, aluminum, autos, and lumber 
remain in place and the growth outlook remains subdued, BMO analysts noted that many products enter 
the US under the USMCA and firms have been able to defend their profit margins in many cases. Canadian 
stocks have outperformed the S&P500 this year and gained nearly 24%. 
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Europe 
European markets were little changed ahead of US data releases. Equities were up slightly (Stoxx 600 
+0.2%) while country indices were mixed. European government bond yields were trading slightly lower 
with the 10y Bund yield at 2.69%. The 10y OAT-Bund spread was broadly steady at 75 bps while the 10y 
BTP-Bund spread edged lower to 74 bps. Elsewhere, the euro gained incrementally against the dollar at 
1.1533. On the data front, final Q3 German GDP printed in line with the earlier flash estimate of 0.0% q/q. 

Some analysts expect European yield curves to steepen as the market may be underpricing further  
ECB rate cuts. Money market pricing for additional ECB rate cuts has remained relatively static with around 
9 bps of easing priced in through October 2026. However, some fund managers believe that markets may 
be underestimating the prospect of further ECB rate cuts. According to Bloomberg, managers at Fidelity 
and Amundi expect at least two additional rate cuts from the ECB in 2026 with the asset managers citing 
slowing eurozone growth as well as a more dovish US Fed. In addition, elevated government bond supply 
to fund defense and other infrastructure related programs could weigh on the long end of the curve. Amundi 
expects the 2s10s curve to steepen to around 100 bps, up from around 67 bps currently. 

 

United Kingdom 
Sterling overnight volatility has risen ahead of the UK budget announcement. The cost of protection 
via options against large moves in sterling has risen to a seven-month high, according to Bloomberg data.  
Overnight volatility in the pound against the euro has risen to the highest level since mid-April on an intra-
day basis and is at the highest closing level since June 2023. Separately, positioning data from DTCC 
suggests that market participants have been leaning bearish on the pound against the euro and the dollar 
this month. Elsewhere, ING analysts noted that one-week EUR/GBP implied volatility is also elevated 
relative to realized volatility, with the highest gap since the 2022 Mini Budget. This morning, the pound 
sterling was slightly stronger in spot markets against the dollar and little changed against the euro.  UK gilt 
yields were also trading mostly sideways, with the 10y at 4.54% and the 30y at 5.35%. 
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Japan 
Japanese regional banks are considering consolidation amid rising competition and pressure from 
surging bond yields. Some lenders are facing increased competition for deposits as interest rates rise 
and new online banks or fintech firms grow in popularity. Rising bond yields have increased their unrealized 
losses on debt holdings, which stood at about ¥3.3 tn ($21 bn) at the end of September, nearly three times 
larger than FY23. Regional banks collectively hold over ¥500 tn ($3 tn) of total assets (Bloomberg data), 
with major players like Yokohama Financial Group and Fukuoka Financial Group exceeding ¥20 tn each, 
creating a “threshold for survival”, according to Ariake Capital. Bank consolidation is expected to increase, 
with some deals already planned. Daishi Hokuetsu Financial Group and Gunma Bank are planning to 
integrate under a holding company, with details to be finalized in 2026, while Chiba Bank and Chiba Kogyo 
Bank have also agreed to join forces. Japanese stocks were little changed today (Nikkei: +0.1%), while the 
yen firmed (+0.3%) against the dollar on expectations of a narrower US-Japan rate differential amid growing 
bets on a Fed rate cut. 

 

Emerging Markets          back to top 
EMEA equities were mostly higher this morning, while currencies were mixed. In CEE, Polish equities 
outperformed (0.5%). Ukraine’s USD bonds held on to recent gains amid reports of progress in peace talks. 
Elsewhere, Turkish equities declined (-0.3%), while South African equities gained (+0.3%) alongside the 
rand (+0.2%). The central bank of Nigeria is expected to cut its policy rate by 50 bps today to 26.5%. The 
naira was up slightly ahead of the decision.  

In Asia, regional equity markets mostly gained (EM Asia +1.5%) on Tuesday, supported by a 
rebound in tech stocks. Chinese stocks gained (CSI300 +1%) on renewed optimism for tech stocks and 
hopes for easing geopolitical tensions after a reported call between President Trump and President Xi 
Jinping. Regional currencies also appreciated modestly, led by the Korean won (+0.5%), Indonesian rupiah 
(+0.3%), and Chinese yuan (+0.2%). Local media reported that Korean authorities held a meeting with 
brokerages to review their currency conversion practices and explore possible improvements amid 
concerns that large dollar purchase orders by local brokerages may distort supply-demand dynamics and 
structurally weaken the won, which has depreciated 2.1% against the dollar over the past month.  
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In Latin American, regional equity markets were mostly higher on Monday, with Brazil (+0.3%) and 
Mexico (+1%) posting modest gains. Currencies also edged higher, as regional assets benefit from 
increasing expectations of a Fed rate cut at the upcoming December meeting. However, the outlook for 
commodity prices, notably soft oil prices, may weigh on certain markets. 

Brazil 
Market analysts reduced their policy rate forecasts for 2026 for the first time since September. 
Analysts lowered their forecast by 25 bps to 12% in the latest survey by Brazil’s central bank, with data 
collected through November 21st. Brazil’s SELIC rate currently stands at 15%, one of the highest policy and 
real interest rates among major financial markets, as policymakers continue to combat inflation running 
above the 3% target. Central bank governor Gabriel Galipolo remarked last week that “a scenario is 
emerging where monetary policy is indeed having an effect, but doing so gradually, slowly, and 
progressively moving toward” the bank’s objectives. The survey results point to inflation slowing only 
gradually over the coming years. Brazilian assets have performed strongly this year, with the real gaining 
nearly 15% and domestic equities rising nearly 30% in local currency terms. 

 

China 
Major Chinese banks have reportedly built long yuan positions in the onshore FX options market. 
Bloomberg noted that these positions are primarily for hedging rather than speculation, as state-owned 
banks hold sizable net-long dollar exposures following increased client dollar sales. The 1-year risk reversal 
fell below zero to an 11-year low. Banks have adopted strategies such as buying dollar puts near the 6.8 
yuan strike and selling risk-reversals on shorter tenors. If the yuan strengthens during the 6–12 month 
horizon, exercising dollar puts would offset losses on dollar holdings.  

 

Poland 
October retail sales surprised to the upside at 5.5% y/y (vs 3.8% expected, 6.6% prior). ING expects 
Polish GDP to accelerate in Q4 from 3.7% in Q3 on strong consumption. Nevertheless, the analysts still 
expect the central bank to cut its policy rate by 25 bps to 4% in December amid softer inflation and stable 
energy prices. JPMorgan analysts expect growth to reach 4.5% in 2025 and 4.4% in 2026. The zloty edged 
marginally higher (0.1%) against the euro this morning after inflation slowed to 2.8% y/y in October 
(vs 2.9% prior), while consensus expects inflation to further decline to 2.6% in November. 
Government bond yields were little changed. Deutsche Bank has a constructive view on Polish government 
bonds, driven by continued rate cuts, disinflation, and attractive valuations. Analysts believe that the Polish 
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Treasury’s cash buffer and the upcoming €44 bn from EU SAFE funds will reduce supply pressure. They 
are forecasting 5y and 10y bond yields to decline 21 bps and 39 bps respectively by year end. 
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Global Financial Indicators 
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Emerging Market Financial Indicators 
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