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• UK assets were volatile following the budget announcement  (link) 
• ECB warned about risks to government bond markets in its latest FSR (link) 

• Strong auction demand in Japan eases supply fears as JGB yields stabilize for now (link) 
• Some analysts believe that US inflation progress has stalled and will remain sticky (link) 
• Markets are increasingly pricing in a Fed rate cut in December (link) 
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Pour on the Gravy: Global Equities Rally as Recent Losses Fade from View 
Global equity markets continued to rally, with US stocks up nearly 3.5% over the last three sessions 
and futures pointing to further gains amid rising expectations of a December rate cut. Most other 
markets were also trading higher this morning. The S&P500 is back within 1.5% of its record highs, though 
investors are increasingly looking for winners and losers in the AI trade as correlation within the Magnificent 
7 has broken down. Weekly initial jobless claims declined and came in below expectations at 216k (vs 
225k). Advanced economy bond yields were mixed but little changed overall, with Treasury yields edging 
higher following jobless claims. UK assets were volatile following the budget announcement, with 30y gilt 
yields up as much as 5 bps before reversing. The dollar inched higher at the expense of the yen, while 
emerging market currencies were mixed but generally traded in a narrow range. 

 

http://www.cvent.com/api/email/dispatch/v1/click/7m5gjzlpkltd4g/kr5j7w4y/aHR0cHMlM0ElMkYlMkZ3d3cuaW1mY29ubmVjdC5vcmclMkZjb250ZW50JTJGaW1mJTJGZW4lMkZnbW0lMkZhcmNoaXZlLmh0bWwmU1U2YyUyRkpWNXpnWSUyQjdGYmdRWTZpSDBrVERJSXlOS2FSZGhVYWVFcXlwYTAlM0Qmb25saW5lK2FyY2hpdmU
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United States 
Initial jobless claims printed slightly below expectations. Treasury yields ticked higher following the 
release. Durable goods orders were broadly in line at 0.5% m/m. 

 Period Surveyed Actual Prior Revised 
Initial Jobless Claims Nov 22 225k 216k 220k 222k 
Continuing Claims Nov 15 1963k 1960k 1974k 1953k 
Durable Goods Orders Sep 0.5% 0.5% 2.9%  
Durables Ex Transportation Sep 0.2% 0.6% 0.3%  

 
Markets are increasingly pricing in a December Fed rate cut. Following last week’s delayed September 
jobs report and public comments by NY Fed President John Williams, futures markets have shifted in a 
more dovish direction. Futures are now pricing in over an 80% chance of a 25 bp rate cut on December 10, 
compared to just a 30% chance on November 19. Williams signaled openness to a “near-term” reduction, 
with many reading his comments as indicative of a broader shift by committee members. Yesterday’s soft 
retail sales print further reinforced expectations. JPMorgan’s latest client survey showing net long interest 
rate positions near historical highs. Treasury yields also declined marginally after news reports suggested 
that Kevin Hassett has emerged as the leading candidate for Fed chair. 

 

Policy challenges may intensify as JPMorgan analysis suggests that progress towards the inflation 
target has stalled. The analysts expect core inflation to remain sticky next year, with JPMorgan forecasting 
core CPI at 2.9% at end-2026. They also noted that there is little room for further compression of breakeven 
inflation rates, which had been driven by a lower-than-expected effective tariff rate amid legal challenges 
and weak implementation. However, going forward, they expect tariff pass-through to continue and increase 
while the labor market could tighten again. Correspondingly, a recent JPM client survey shows that most 
participants see short-run inflation above 2.75% and medium-run inflation above 2.5%, implying little 
confidence in a return to the Fed’s 2% target even over the medium term.  
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Europe 
European equities were trading higher on positive risk sentiment. The Stoxx 600 was up 0.4% in early 
morning trading before paring gains with almost all sectors trading in positive territory. Regional stock 
markets were also trading in the green, with France’s CAC 40 outperforming. In line with the more 
constructive tone, European government bond spreads were tighter with both the 10y OAT-Bund spread 
and the 10y BTP-Bund spread at 73 bps. Elsewhere, the euro was a touch firmer against the dollar at 
1.1578. 

ECB warned about risks to 
government bond markets in its 
latest Financial Stability Report 
(FSR). The ECB described risks as 
“elevated” citing stretched asset 
valuations and high and rising 
government debt in some advanced 
economies that could test global 
sovereign bond markets. In addition, 
the report warned that reform of the Dutch pension system could result in a sell-off of longer-dated European 
government bonds and swaps as these traditional hold-to-maturity investors reduce their holdings of long-
dated bonds. Citing the shift in the investor base for European sovereign bonds towards more price-
sensitive investors, the report notes that a potential repricing of sovereign risk “would be more difficult to 
absorb” and could result in elevated bond market volatility. Like the IMF’s October 2025 GFSR, the ECB 
FSR cautioned that the performance and concentration of equity markets raises the risk of a sharp 
correction.  European government bond yields were relatively unchanged this morning with the 10y German 
bund yield at 2.67% and the 30y yield at 3.30%, 71 bps higher YTD. 

United Kingdom 
UK assets were volatile following the budget announcement, with some analysts pointing to 
backloaded revenue raising measures as a source of fiscal risk. UK gilts yields rose 1–5 bps following 
initial budget headlines, led by the long end, though later pared the move and were generally volatile. The 
pound also lacked clear direction, though the overall moves were modest in any case. Analysts at Citi had 
expected markets to be focused on the fiscal headroom, which surprised to the upside at £22 bn against 
their expectations of £15 bn. Citi had cautioned that anything lower than £20 bn would have posed a risk 
to the government’s credibility. In terms of broader fiscal consolidation, analysts at Deutsche Bank and 
Morgan Stanley noted that tax measures are backloaded and they expect these to only take effect in 2028–
2029, which may drive gilt yields higher. The Office of Budget Responsibility lowered the 2026 growth 
forecast from 1.9% to 1.4%, while raising the inflation forecast to 2.5% from 2.1%. 
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Japan 
Strong investor demand at 40y bond auction helped ease supply fears and stem rise in yields. The 
bid-to-cover ratio at today’s 40y JGB auction was 2.59x, compared with a 12-month average of 2.48x. 
Following the auction, the 40y yield fell 1 bp to 3.68%. Concerns about fiscal sustainability alongside the 
new fiscal package had weighed on JGBs. The 40y yield had risen to a record high of 3.745% last week 
and the 10y to 40y portion of the JGB curve had steepened by nearly 40 bps since the beginning of the 
year to 188 bps. Investors will focus on upcoming auctions for the remainder of the year to gauge market 
sentiment, including an auction of 2y notes on Friday, followed by sales of 5y, 10y, 20y, and 30y debt in the 
coming two weeks. Meanwhile, the Ministry of Finance has cut issuance of super-long bonds twice this 
year to reduce market volatility. 

 
 

Emerging Markets          back to top 
EMEA equities mostly traded higher while currencies wre mixed. In CEE, equities gained in Poland 
(0.2%) and Hungary (0.3%) but lost ground in Czechia (-0.2%) and Romania (-0.3%). Currencies were little 
changed against the euro, though the Polish zloty edged lower (-0.3%) after data showed unemployment 
remaining unchanged at 5.6% in October. In Türkiye, equities rebounded (0.4%) to erase yesterday’s 
losses, with the lira steady. The South African rand extended gains (+0.4%), while equities rose 1.6% on 
the back of rising price of gold and other metals. Elsewhere, the cedi lost some ground (-0.4%) against the 
dollar (+23.7% higher YTD) ahead of the central bank decision, with the central bank expect to cut by 350 
bps to 18%.   

Most Asian equity markets gained, led by Korea (+2.7%), while currencies were mixed. The 
Taiwanese (POC) dollar outperformed up 0.5%. Meanwhile, sizable won depreciation has prompted verbal 
interventions from South Korean authorities in recent days. Equity outflows from nonresidents and 
rising US investment by domestic investors have weighed on the won, which has fallen almost 4% 
in the fourth quarter to KRW 1473/USD, its weakest level since April. The authorities warned against 
“speculative, one-sided” moves and have begun discussions with key market participants, including the 
state-owned National Pension Service, to establish a “new framework” for FX stability, according to 
Bloomberg. The won gained as much as 0.8% intraday before paring gains to about 0.1% by the end of the 
day. 

Most Latin American equity markets rebounded on Tuesday (MSCI Latin America +1.1%). Mexican 
equities rose 1.1%. Regional currencies also posted modest gains, though the Argentine peso 
underperformed and weakened for the fourt consecutive session.  

Argentina 
Argentina intervened in the foreign exchange market on Tuesday, selling dollars to stem pressure 
on the peso, which fell for the fourth straight session, sliding 1.6% to 1,447 per dollar, according to 
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Bloomberg. The decline intensified following the central bank’s decision last Thursday to lower its 
benchmark interest rate from 22% to 20%, in line with 12-month inflation expectations of 20.8%. Spreads 
on Argentina’s dollar denominated debt also have been widening, up 26 bps to 654 bps since 
November 20. Argentina’s sovereign spreads continue to remain elevated versus regional peers, which 
have broadly compressed this year.  

 

Chile 
Chile’s state-owned copper producer, CODELCO, is seeking a sharp increase in its annual premium 
for 2026 refined metal contracts, citing concerns over potential supply shortfalls. The company has 
offered Chinese buyers a premium of $350 per ton over the London Metal Exchange prices (LME), a steep 
jump from the $89 per ton agreed for 2025. The proposed hike underscores mounting supply pressures 
and renewed competition. 

 

China 
Renewed downturn in Vanke bond prices highlight ongoing investor concerns about property 
sector. Dollar bonds for the state-backed property developer and once one of China’s largest developers 
have dropped sharply in recent weeks amid renewed investor concerns. Vanke’s 2027 dollar bond further 
extended losses after falling a record 12 cents on Tuesday, and is trading in distressed territory near 40 
cents. The company’s local notes also have been under pressure, with its May 2028 RMB566 mn ($79.9 
mn) bond price falling to RMB75 and triggering a brief trading halt. Vanke is widely seen as a bellwether of 
China’s efforts to stabilize its property sector, with creditors questioning the level of government support 
amid financial difficulties. Market consensus suggests little recovery for the property sector in the near term. 
UBS expects home prices to fall for at least another two years. Fitch Ratings expects new home sales could 
fall by another 15–20%. Vanke’s losses expanded in the third quarter and Bloomberg is forecasting that 
Vanke’s annual contracted sales could decline more than 40%. Chinese equities posted modest gains (CSI: 
+0.6%) while the RMB was unchanged both onshore and offshore. 
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Nigeria 
The naira continued to edge higher (+0.6% to NGN1446.38/$) after the central bank of Nigeria (CBN) 
surprisingly kept its policy rate unchanged at 27% (vs 26.5% expected). Policymakers explained that 
the “decision was underpinned by the need to sustain the progress made so far towards achieving stable 
inflation.” The CPI printed at 16.1%y/y in October, down from 18% amid lower food prices and a stable 
naira, alongside an index rebasing earlier in the year, according to Bloomberg. Oxford Economics now see 
the CBN cutting rates by 100 bps in February, with Bloomberg also expecting rate cuts early in the year. 
JP Morgan expects no rate cut until July 2026 but notes that CBN has effectively eased by moving back to 
an asymmetric corridor of +50/-450 bps around the main policy rate, from +250/-250bps previously. They 
also reduced the standing deposit and lending facility rates by 200 bps to 22.5% and 27.5%. 
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Global Financial Indicators 
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Emerging Market Financial Indicators 
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