
 

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

TUESDAY, OCTOBER 27, 2026 

LEAD EDITOR: JEFFREY WILLIAMS 

• Equities rose on renewed AI optimism, but positioning remains fragile (link) 

• Investors expect tomorrow’s UK Budget to deliver limited policy changes (link) 

• Inflation and wage signals reinforce further Bank of Japan tightening (link) 

• Brazilian assets plunge after Lula’s surprise reelection (link) 

• Chinese bond rally extends as weak earnings sustain equity caution (link) 

• MSCI concerns pressure Indonesian equities, rupiah, yields and corporate funding (link) 
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Anthropic IPO Offers to Show Investors How Deep the Rabbit Hole Goes 

Anthropic much-anticipated IPO filing revived the AI trade, but the rally appears to already be losing 

steam. US equities rose yesterday and the gains carried into early Asian trading, but momentum faded as 

the session progressed. Despite talk of a valuation that could reach $2 trn, investors remain cautious on 

the sector amid persistent concerns over financing and earnings. Microsoft and Alphabet results tomorrow 

will help set near-term direction. Sentiment received a further lift late this morning from Iranian officials' 

comments that were seen as constructive for ending the conflict; oil fell back below $115/bbl and European 

equities, as well as US futures, turned higher. In Brazil, there are tentative signs of a partial rebound after 

Monday’s sell-off, with 5-year CDS spreads 3 bp tighter at 138 bp in early trading, after widening 21 bp 

yesterday. 

http://www.cvent.com/api/email/dispatch/v1/click/7m5gjzlpkltd4g/kr5j7w4y/aHR0cHMlM0ElMkYlMkZ3d3cuaW1mY29ubmVjdC5vcmclMkZjb250ZW50JTJGaW1mJTJGZW4lMkZnbW0lMkZhcmNoaXZlLmh0bWwmU1U2YyUyRkpWNXpnWSUyQjdGYmdRWTZpSDBrVERJSXlOS2FSZGhVYWVFcXlwYTAlM0Qmb25saW5lK2FyY2hpdmU
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United States 

Equities rose Monday on 

renewed AI optimism, 

but positioning remains 

fragile. Anthropic's IPO 

filing helped snap the S&P 

500's losing streak and 

revive the AI trade. Yet the 

recovery remains fragile 

ahead of major earnings 

releases from Microsoft, 

Alphabet, and Amazon. Hedge funds have built some of the largest short positions in years in technology and 

AI-related stocks amid growing skepticism about AI valuations and a challenging macro backdrop, creating the 

conditions for a potential short squeeze should prices rise. So far, however, such a squeeze has failed to 

materialize, despite losses on these positions. Instead, hedge funds have largely maintained their bearish 

exposure and further reduced risk by selling longs, pushing net exposure to a one-year low and preserving a 

headwind for AI-linked equities. By contrast, retail investors have remained heavily allocated to equities despite 

growing macroeconomic concerns, while retail oriented leveraged ETF flows suggest buy-the-dip behavior. More 

broadly, US households remain the largest owners of US corporate equities.  

MMFs stay defensive as funding conditions tighten. Short-term funding 

rates, measured by SOFR, rose above the Fed’s interest-on-reserves rate for 

the first time in nearly two months last week. This has drawn attention to the 

behavior of money market funds (MMFs), key providers of short-term funding. 

MMFs cut Treasury bill holdings and further shortened portfolio maturities in 

September amid shifting policy expectations and seasonal T-bill paydowns. 

However, the decline in bill holdings was not accompanied by higher repo 

allocations. The latter remained broadly stable, likely reflecting softer repo 

financing demand from hedge funds. Looking ahead, heavy Treasury 

settlements and reduced dealer balance-sheet capacity around the Canadian fiscal year-end could tighten 

funding conditions further this week. Continued MMF inflows in October should help absorb liquidity pressures, 

with JPMorgan analysts expecting only modest rate increases around settlement dates and month-end. 
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Europe 

European markets are subdued ahead of tomorrow’s Fed 

decision and UK Budget. Energy prices remain elevated, with 

Brent stable at around $116/bbl and European natural gas 

prices easing slightly from their conflict high. The Stoxx 600 

index moved sideways, while the euro weakened 0.3% against 

the dollar. German and UK sovereign yield curves shifted down 

by 1–2 bp, while French–German spreads widened. French 

bonds had rallied yesterday after Moody’s left France’s rating 

unchanged and weekend protests were less violent than the 

previous weekend. The 10-year OAT–Bund spread tightened 

by around 14 bp yesterday but widened 7 bp this morning. French consumer confidence fell to 80 in October 

from 86 in September, below expectations of 85. Bloomberg reports that this was the index’s lowest reading 

since 2013 but attributes the decline only partly to the protests and market turmoil: the survey cutoff was 

October 19, and most responses came earlier. The underlying Insee survey also showed that inflation 

expectations had risen. Flash CPI data for October are due Friday. The ECB’s quarterly Bank Lending 

Survey, released this morning, showed a further tightening of credit standards for firms and consumer credit 

amid heightened risk perceptions and lower risk tolerance. Loan demand decreased across all segments.  

United Kingdom 

Investors expect tomorrow’s UK Budget to deliver 

limited policy changes and maintain fiscal discipline. 

The Financial Times writes that interviewed fund managers 

are looking for a “do no harm” and “disciplined and 

pragmatic” budget. More broadly, markets anticipate 

limited policy changes and reduced long-dated gilt 

issuance, according to Morgan Stanley (MS), which in turn 

expects a muted reaction. Chancellor John Healey is likely 

to announce targeted, temporary household and business 

support, funded through small tax increases, potentially 

including a higher bank surcharge (MS). Some analysts 

expect the Bank Surcharge on corporation tax to be raised 

from 3% to 8%. The Office for Budget Responsibility’s wage assumptions will be pivotal for the headroom 

calculations: Bloomberg Economics expects headroom to roughly halve (before further measures) from 

March’s £23.6bn, while Barclays sees scope for around £20bn as inflation boosts tax receipts. Preserving 

that cushion could support gilts and sterling, but stronger market expectations leave less room for a relief 

rally. This morning, gilt yields declined marginally across the curve, and the pound strengthened slightly 

against the euro (+0.1%). Month-to-date, sterling has gained 2% against the euro, a move analysts attribute 

to the UK’s relative appeal amid French bond market turmoil and fiscal concerns. 

Israel 

Israel’s parliamentary election today could reshape the outlook for the shekel and interest rates, 

with prolonged political deadlock a key risk, Barclays writes. Polls suggest neither Prime Minister 

Netanyahu’s bloc nor the opposition led by Gadi Eisenkot will secure a majority, potentially delaying the 

2027 budget and rate cuts. An opposition-led government could reduce domestic risk premia, strengthen 

the shekel and support a rally in short-dated bonds as easing expectations increase, Barclays analysts 

think. A Netanyahu-led government could instead weaken the currency and push longer-term yields higher 

amid persistent fiscal and political risks. Barclays sees deadlock as its base case and considers the risk of 

prolonged coalition negotiations underpriced in longer-dated FX options. Nonetheless, the shekel was 0.7% 

stronger versus the US dollar this morning. 

 

 
Source: ECB. For details and notes, see ECB website. Positive values reflect a tightening of standards. 
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Japan 

The Bank of Japan’s 

price trend indicator 

jumped to above 3%, 

reinforcing expectations 

for a December rate hike. 

September’s consumer 

prices excluding fresh food 

and special factors 

accelerated to +3.2% y/y (Aug: 2.6%), the highest in three years. Overnight indexed swaps are pricing an 

81% of a rate hike before year-end, up from 77% yesterday. Adding to the tightening narrative, Bloomberg 

analysts today highlighted last Thursday’s announcement from Rengo, Japan’s largest labor federation, 

that it would target pay increases of around 6% in the 2027 wage negotiations; stronger wage growth could 

sustain inflation and eventually push BOJ rates above the roughly 2% terminal level currently priced by 

markets. Today, the yen weakened (-0.2%) to 157.77/$, while benchmark JGB yields rose (10-yr +1bp to 

2.80%; 30-yr +2bp to 3.84%). Meanwhile, elevated JGB yields are reportedly attracting greater domestic 

institutional demand; life insurers are increasingly replacing lower-yielding holdings with higher-yielding 

debt, some into JGBs and others into corporate debt. According to end-July data, Japanese insurers have 

about JPY386 trn ($2.4 trn) of invested assets; life insurers have traditionally been important buyers of 

super-long JGBs. 

Emerging Markets          back to top 

Asian currencies were mixed. Taiwanese dollar (+0.3%) and Thai baht (+0.2%) strengthened, while the 

Philippine peso (-0.4%) and Indonesian rupiah (-0.2%) continued to be pressured. Asian equities rallied 

(EM Asia: +1.3%), with Korea (KOSPI: +3.1%) and Philippines (PSE Index: +2.1%) advancing the most. 

Indonesia (Jakarta Composite: -2.0%) was an outlier as MSCI downgrade concerns linger. EMEA risk 

assets rallied today, led by Gulf equities amid regional diplomatic efforts. Saudi and UAE stock 

indices advanced 2.7% and 1.6%, respectively, as delegations traveled to Iran for regional talks. EMEA 

currencies weakened moderately against a broadly stronger US dollar., Bloomberg reports that the Czech 

cabinet has proposed enshrining the koruna in the constitution as the country’s currency, a step away from 

euro adoption. Elsewhere, Senegal’s prime minister expects the budget standoff to be resolved within days, 

with a vote now likely later this week or early next week. Lawmakers are scheduled to review the revised 

spending plans today as negotiations continue with the largest parliamentary party, led by former premier 

Ousmane Sonko. Prime Minister Ahmadou Alhaminou Lo said the government favors a negotiated 

agreement, playing down the prospect of using a constitutional provision to pass the budget (Bloomberg). 

Latin American equities fell broadly, led by a sharp decline in Brazil (-13.9%), while Chile (-1.6%), 

Colombia (-1.4%), and Mexico (-0.6%) also lost ground. The Brazilian real (-8.0%) depreciated sharply, 

while the Chilean peso (+0.5%) strengthened and the Mexican and Colombian pesos firmed slightly. Bolivia 

is readying another hard-currency bond sale, having returned to markets in May after a four-year hiatus. 
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Brazil 

Brazilian assets sold off sharply Monday after President 

Lula’s surprise victory unwound investor bets on fiscal 

tightening built up since the first round on Oct. 4. The Ibovespa 

fell 13.9%, its largest one-day drop since March 2020, after a circuit 

breaker halted trading at the open, more than erasing gains since 

Senator Bolsonaro’s first-round lead (left chart). The Brazilian real 

depreciated 8.0% to 5.42 per US dollar, its largest drop since 

January 1999. Local-currency yields surged across the curve, with the 10-year yield up 231 bp to 15.1% 

and the 5-year up 259 bp. The Treasury bought back 8.4 mn bonds, below the 15 mn offered, and canceled 

its Oct. 27 and Oct. 29 auctions. Five-year credit default swap spreads widened 21 bp to 141 bp. 

China  

A “long bonds, short 

stocks” dynamic has 

persisted in China, as 

abundant liquidity supports 

government debt while 

earnings concerns weigh on 

equities. The CSI 300 (-1.3%) 

hovered near its 2026 low despite industrial profits accelerating to +14.4% y/y in September, the fastest 

pace in three months. Earnings disappointments have reinforced caution toward equities, with reported 

policy-related buying yet to generate sustained follow-through demand. In contrast, government bonds 

continued to rally (10-yr -1bp to 1.62%; 30-yr -2bp to 2.04%) after the PBOC injected a record RMB1.01 

trillion net through reverse repos. Bond sentiment was further supported by the PBOC’s new facility 

providing liquidity support to non-bank financial firms during redemption stress, alongside expectations that 

a potential shift toward an overnight policy benchmark could effectively ease funding conditions. Both 

onshore CNY and offshore CNH were broadly stable today, after a slightly weaker fixing at 6.7171/$. 

Indonesia 

Indonesian assets remained 

under broad pressure 

Tuesday as concerns over a 

potential MSCI downgrade 

spilled beyond equities into 

the rupiah and credit 

markets. The Jakarta 

Composite fell 2.0%, extending a sharp selloff that has accompanied foreign equity outflows and renewed 

scrutiny of limited free floats and market transparency. The rupiah weakened (-0.2%), nearing its record 

low, with elevated oil prices adding to external and fiscal pressures, while the 10-year government bond 

yield climbed 4bp to 7.50%, its highest since November 2022 and more than 140bp higher since end-2025. 

Stress is increasingly visible in corporate funding: Bank KB Indonesia postponed a planned dollar bond 

after initially marketing it at a sizeable premium, highlighting how MSCI-related uncertainty and weaker 

global credit sentiment are raising financing costs. Attention is also shifting to Bank Indonesia, which has 

so far favored FX intervention and currency-hedging incentives while holding the policy rate at 5.75%; 

further rupiah weakness and capital outflows could, however, revive pressure for rate hikes. 

Colombia 

Colombia sold a record $5.2 bn of dollar bonds due 2032, 2037, and 2056, pricing at yields of 7.05%, 

7.65%, and 8.15%, respectively. Yields tightened by 25 to 30 bp from initial price talk across the tranches 
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(right chart), and year-to-date issuance now exceeds $10 bn (left chart). The government faces a $3 bn 

funding gap this year, so the remaining proceeds will likely pre-finance 2027, according to one analyst. The 

sale follows the budget’s approval by decree and talks with the IMF, which Colombian officials opened to 

address what they call the widest fiscal gap in history. 

 

Egypt 

Egyptian assets recovered today after recent 

losses as regional tensions weigh on the 

external outlook. Equities advanced 3%, following 

a cumulative 9% decline over the previous three 

sessions, while the pound edged up 0.1% against 

the dollar after weakening 2% yesterday, bringing its 

month-to-date decline to 8%. The regional conflict 

has raised Egypt’s energy import bill and delayed a 

recovery in Suez Canal revenues, with Barclays highlighting a widening current account deficit to 5.1% of 

GDP in Q2 from 3.4% at end-2025. Nevertheless, exchange-rate flexibility is helping absorb these 

pressures, Barclays writes, while reserves reached $57.3bn in September, providing a stronger buffer 

against external financing needs. Inflation eased to 13.9% in September, but renewed currency weakness 

and prospective fuel-price increases leave limited room for easing; JP Morgan expects the central bank to 

hold rates through year-end—and thus also a deposit rate hold at 19% for Thursday’s central bank meeting. 
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Global Financial Indicators 
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Emerging Market Financial Indicators 
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