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• Rates volatility is likely to ease after Thursday’s Treasury rally (link) 

• Power and financing constraints come into focus for AI investment (link) 

• French government bonds rally as Moody's affirmed France's rating (link) 

• Yen sentiment turns more constructive (link) 

• Brazil’s Bolsonaro trade unwinds after Lula wins runoff (link) 

• Chinese equities flat as national team ETF inflows offset tech valuation concerns (link) 
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Easing Oil and French Spreads Lift Markets While Brazil Braces for a Selloff 

Equity markets are higher this morning as oil prices ease and French yields fall, but Brazil is a stark 

exception. Brent crude has slipped below $115 per barrel, from above $117 on Friday, on news that Iranian 

officials will meet with counterparts from Saudi Arabia, Pakistan and Turkey, raising hopes for an easing of 

tensions in the Middle East. In France, Moody’s decision to affirm the sovereign rating has calmed nerves, 

with the 10-year OAT–Bund spread narrowing to 160bp from 174bp last Thursday. In Brazil, by contrast, 

investors are bracing for a sharp correction after President Lula’s surprise runoff victory. The iShares MSCI 

Brazil ETF is 25% lower this morning, and spreads on dollar-denominated sovereign debt are about 30bp 

wider. The calm elsewhere may be short-lived, as a busy week lies ahead with earnings from several 

megacap firms as well as a number of major central bank meetings, including the Fed, ECB and the Bank 

of Japan. 

http://www.cvent.com/api/email/dispatch/v1/click/7m5gjzlpkltd4g/kr5j7w4y/aHR0cHMlM0ElMkYlMkZ3d3cuaW1mY29ubmVjdC5vcmclMkZjb250ZW50JTJGaW1mJTJGZW4lMkZnbW0lMkZhcmNoaXZlLmh0bWwmU1U2YyUyRkpWNXpnWSUyQjdGYmdRWTZpSDBrVERJSXlOS2FSZGhVYWVFcXlwYTAlM0Qmb25saW5lK2FyY2hpdmU
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The week ahead features a wave of central bank meetings across the globe that will show whether resilient 

growth and higher energy prices keep global central banks on a hawkish footing. Markets expect the 

Federal Reserve, European Central Bank, and Bank of Japan to leave rates unchanged, while the Bank of 

Canada and Reserve Bank of New Zealand are expected to hike. Market focus will remain on policy 

guidance and the likelihood of further tightening into year-end. There are several key data                 

releases—including US Q3 GDP and core PCE inflation; euro area GDP and flash CPI; and Australia’s Q3 

CPI—which will help determine whether strong activity and renewed energy-driven inflation pressures 

continue to support a higher-for-longer rates narrative. Elsewhere, investors will watch the UK budget and 

French sovereign spreads, major technology earnings from Alphabet, Microsoft, and Amazon, election 

outcomes in Brazil and Israel, and geopolitical developments in the Middle East, keeping inflation and risk 

sentiment sensitive to both macro and political headlines. 
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United States 

Clarification: Last week’s story on CoreWeave credit default swaps (CDS) should have clarified that the CDS 

references the 57% of the company’s overall debt that is unsecured, and not to the total $52 bn of the company’s 

total credit obligations. 

Rates volatility is likely to ease after 

Thursday’s Treasury rally. Last Thursday, long-

term Treasury yields recorded their largest one-

day decline since 2023 amid growing stress in 

European government bond markets and a broad 

equity selloff following disappointing earnings 

reports from Meta and Tesla. Historical analysis by 

JPMorgan suggests that flight-to-safety episodes 

of this magnitude are relatively rare but typically 

associated with periods of elevated market stress. 

Rate volatility tends to spike initially as investors 

rush to hedge downside risks, but volatility often moderates in subsequent weeks as markets absorb the shock, 

and uncertainty becomes better priced, although the risk of renewed shocks and abrupt market repricing can 

remain elevated. The rally in Treasuries, alongside falling equities, also underscores the re-emergence of 

Treasuries as an effective hedge against equity risk and their continued appeal as a liquid safe-haven asset. 
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Power and financing constraints come into focus for AI investment. While compute demand remains strong, 

the availability of high-end chips is becoming a second-order concern for some AI analysts. Instead, they believe 

the next stage of the AI investment cycle could be increasingly constrained by access to electricity, data-center 

infrastructure, and financing. Morgan Stanley estimates AI-related capital spending could reach $1.6 trillion in 

2027, with financing needs expected to rise materially. Hyperscalers are moving into a period of peak negative 

free cash flow in 2027 and will increasingly rely on debt issuance, leases, asset-backed financing, and private 

credit. At the same time, power infrastructure is emerging as a key bottleneck, with a projected US data-center 

power shortfall through 2028 despite ongoing mitigation efforts. These dynamics suggest that the sustainability 

of the AI investment boom may depend more on whether credit markets, investor risk appetite and energy 

systems can support the scale and pace of planned capital expenditure. 

 

Europe 

European equities are higher on improved sentiment after Moody's affirmed France's credit ration late 

Friday triggering a broad relief rally in French bonds. The Stoxx 600 index advanced 0.5% led by industrials 

(1.1%), heath care (1%) and consumer discretionary (1%) sectors, while energy shares lost 1.1% as Brent 

crude pulled back (-1.9%) from the recent six-month high. All regional bourses were in the green save for 

Spain, where the IBEX 35 index declined 0.3% as some Brazil-exposed stocks came under pressure. 

Among the latter, Santander slid by 4%. Overall, the European banking sector outperformed this morning 

(1%) led by French lenders (BNP 2%, Credit Agricole 1.1%, Societe Generale 2.3%). The euro was little 

changed against the dollar. Bund yields rose marginally across tenors with the curve slightly bear flattening 

(2y yield +4bp,10y +2bp), as the European natural gas price reached €96.2/MWh this morning, its highest 

level since 2022, driven by colder weather forecasts and tight global supplies. EU gas storage is only 75% 

full, its lowest seasonal level since 2009 according to Bloomberg, with Germany at just 61%.  

Other European government 

bonds outperformed Bunds, 

led by the rally in French OAT. 

Moody's maintained France's 

sovereign rating at Aa3 with a 

negative outlook, defying market 

expectations of a one-notch 

downgrade. Moody's cited 

expectations that the 2027 budget will be adopted in the coming weeks including measures for fiscal 

consolidation that will take the deficit down to 5.2% of GDP in, from 5.4% this year. The 10y OAT-Bund 

yield spread narrowed by 9bp to 160bp, while the Italian BTP-Bund spread declined by 4bp to 118bp. The 

10y Belgian OLO–German Bund spread narrowed by about 3bp to 106 bp, after S&P affirmed Belgium’s 

AA- sovereign rating with a stable outlook today. However, ING warns that Belgium’s fiscal deficit will 

struggle to fall below 5% of GDP in 2027, as political negotiations on a €10bn savings package for 2027–

2029 remain deadlocked. 
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United Kingdom  

The pound edged lower (-0.1%) against the dollar 

this morning, with UK equities up 0.4% and gilt 

yields edging lower on longer tenors (2y yield 

unchanged and 10y -3bp) this morning. Over the 

weekend, the Financial Times reported that UK 

Chancellor Healey plans to announce a £20.4bn 

expansion of public investment over the next five 

years in the Autumn Budget on Wednesday 

(October 28), targeting AI, defense and green 

energy. Spending would begin in 2028/29, 

potentially boosting GDP by 0.5% by 2031/32. Higher investment would increase annual borrowing by 

approximately £10bn toward the end of the forecast period, bringing gross financing needs above £250bn 

in 2030/31. These investments would not affect compliance with fiscal rules as they would be channeled 

through public financial institutions, notably the National Wealth Fund and the British Business Bank. Still, 

Deutsche Bank warns that additional borrowing could increase gilt yields despite potential growth benefits. 

Japan 

Japanese equities were mixed, with elevated oil prices supporting energy and trading houses even 

as AI concerns weighed on technology shares. The Topix rose 0.2%, led by trading houses Mitsubishi, 

Itochu and Mitsui, while the tech-heavy Nikkei 225 fell 0.8% as investors awaited US megacap earnings 

and this week’s Fed and BOJ decisions. Benchmark bond yields were relatively stable (2-yr +1bp to 1.88%; 

10-yr -0.5bp to 2.79%; 30-yr -0.5bp to 3.82%), with recovering life-insurer demand improving super-long 

supply-demand conditions. The yen weakened (-0.2%) to 157.26/$ today, but sentiment has turned more 

constructive recently. CFTC positioning data for the week through October 20 showed hedge funds cutting 

short-yen positions, while asset managers held their largest net-long position this year, suggesting 

speculative positioning has become less bearish. Unwinding of long-Brazilian real/short-yen carry trades 

and expectations for further BOJ normalization may also have provided support. Goldman Sachs strategists 

argued that the yen is regaining its haven properties: its depreciation in response to rising global yields has 

recently been more limited than over the past six to seven years, while an AI-driven risk-off shock that 

simultaneously lowers equities and bond yields could favor yen appreciation. 

 

Emerging Markets          back to top 

Asian currencies weakened slightly overall, with the Philippine peso (-0.5%), Indonesian rupiah (-0.4%) 

and Indian rupee (-0.3%) underperforming regional peers. Asian equities were mixed. Stock markets in the 

Philippines (PSE Index: -1.5%), Korea (KOSPI: -1.5%) and Indonesia (Jakarta Composite: -1.4%) declined 

the most, while Thailand (SET Index: +0.9%), Hong Kong SAR (Hang Seng: +0.5%) and India (SENSEX: 

+1.5%) rose. EMEA stocks were mixed, with Saudi equities outperforming (+2.3%) amid reports of 

regional talks, whereby senior Saudi, Pakistani and Turkish officials would meet Iranian leaders in Tehran 

to ease regional tensions. Brent front-month futures fell 1.9% to below $115/bbl, reversing some of last 
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week’s sharp gains on concerns that US attacks on Iran could resume after the November 3 midterm 

elections. EMEA currencies were little changed against the dollar, with the Turkish lira and Czech koruna 

slightly underperforming (both −0.1%). Latin American equities were little changed Friday, with Brazil 

and Colombia edging higher, Mexico steady, and Chile slipping modestly. Currencies diverged, with the 

Brazilian real (+1.3%) and Colombian peso (+1.0%) appreciating, the Mexican peso firming slightly, and 

the Chilean peso (-0.9%) depreciating. Moody’s affirmed Chile’s rating at A2 with a stable outlook. 

EM Fund Flows 

EM bond funds saw outflows of $731mn last 

week (from -$718mn), while EM equity funds 

recorded inflows of $4.7bn (from +$2.8bn), 

the largest in 11 weeks, for the week ending 

October 23. Hard currency funds saw outflows 

of $704mn (from -$718mn), and local currency 

funds saw outflows of $26mn (from flat). ETFs 

recorded inflows of $321mn (from outflows of -

$869mn), while non-ETFs saw outflows of -

$1.1bn (from inflows of +$150mn). Equity ETFs saw inflows of $5.0bn (from +$4.1bn), while non-ETFs saw 

outflows of $372mn (from -$1.3bn). YTD, inflows total $33.2bn for bonds and $76.1bn for equities.  

Brazil 

Brazilian assets are set to reverse sharply on 

Monday after President Lula won a fourth term in 

Sunday’s runoff. Lula won 51.8% of the vote, 

despite prediction markets giving him a 21% chance 

a day earlier (right chart). Bolsonaro’s Oct. 4 first-

round win, seen as favoring fiscal consolidation, had 

lifted the Ibovespa 6.8% and strengthened the 

Brazilian real 4.7% through Oct. 23 (left chart). 

Markets had largely priced in a Bolsonaro win, setting 

the stage for a sharp reaction when markets open this 

morning. Market contacts see a possibility that equities might fall enough to trigger a circuit breaker (-10%) 

and for the real to weaken at least 7%, with a possibility of a rise of nearly 130bp in 10-year yields. 

China  

Chinese equities were little changed as inflows into 

national team ETFs offset continued concerns over 

technology valuations. The CSI 300 closed broadly flat, 

while nine national team ETFs saw about CNY129 bn of 

inflows last week, the most since the April 2025 selloff, 

helping arrest the recent decline. Offshore equities rose 

(Hang Seng: +0.5%). Morgan Stanley analysts nevertheless 

see another 10–15% downside for offshore equities before 

valuations bottom, citing weaker growth and consumption, 

waning policy support and global volatility. Technology shares remained under pressure, with MiniMax 

falling 7.2% after rival Moonshot AI unveiled an upgraded Kimi model, highlighting intensifying competition 

despite continued technical advances among Chinese AI developers. Meanwhile, both onshore CNY and 

offshore CNH strengthened slightly today, remaining near their strongest levels since 2022, as the yuan 

was fixed stronger at 6.7162/$. Government bond yields stayed low (10-yr -1bp to 1.63%; 30-yr -1bp to 

2.06%), while repo rates rose noticeably (overnight +2bp to 1.29%; 7-day +6bp to 1.38%). 
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Serbia 

Serbia’s Eurobond yields fall after partial election results suggest a “Student List” win. Serbia’s 

former president Aleksandar Vucic conceded defeat in snap parliamentary elections after resigning to seek 

a return as prime minister; the student-led Student List won 52% against his camp’s 39%, according to 

partial results. The Student List pledged anti-corruption and judicial reforms. This morning, US dollar 

denominated bond yields fell by 8bp and 15bp respectively for the 2033 and 2036 bonds. 

 

Romania  

Romania’s political deadlock has ended, but 

fiscal uncertainty persists ahead of the 2027 

budget, due in November. Parliament approved 

independent Prime Minister Luca Niculescu’s cabinet 

on October 20. Finance Minister Alexandru Nazare, 

who remains in office, partially attributed Eurostat’s 

preliminary Q2 deficit of 9.2% to Romanian spending 

on EU recovery-funded projects and accounting 

differences. Bloomberg writes that PSD leader Sorin 

Grindeanu wants investment rather than further austerity. Goldman Sachs sees consolidation remaining 

economically and politically difficult, with PSD set to reassess its support for the government in six months. 
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Global Financial Indicators 
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Emerging Market Financial Indicators 
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