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• Treasury auction demand has remained resilient in 2026 (link) 

• Prediction markets are gaining traction in traditional finance (link) 

• Gilt yields hold steady ahead of today’s UK Budget (link) 

• Israeli shekel weakens on fears of post-election political deadlock (link) 

• Korean equities roar back as SK Hynix revives confidence in the AI trade (link) 

• Brazilian rate futures swing from pricing cuts to hikes after Lula’s reelection (link) 

• Chile’s central bank holds at 4.5% for a seventh meeting as swap rates rise (link) 

• EM BOP Capital Flows Monitor (Attached) 
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Markets tread water ahead of a monster lineup 

European markets and US equity futures are little changed in early trading as investors await a busy 

slate of events. The Fed is expected to leave rates unchanged, with only a small chance of a hike priced 

in. Even so, the Chair’s remarks could move markets, with some analysts noting that references to concerns 

about the equity market could be taken as a dovish signal. The Bank of Canada also announces its rate 

decision, with markets pricing an 80% likelihood of a hike. In the UK, Chancellor Healey presents the Budget 

today; gilt yields are mostly steady this morning ahead of the statement. After markets close, Microsoft and 

Alphabet will report earnings, with the releases and guidance expected to help shape sentiment toward the 

AI trade. So far, US markets show little sign of following Asia’s overnight tech rally, sparked by strong results 

from memory chipmaker SK Hynix, which lifted Korea’s KOSPI 6.6%. 

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

Treasury auction demand has remained resilient in 2026 

despite signs of greater price sensitivity. Both two- and 

five-year Treasury auctions this week tailed mildly, but with 

high end-users awards, and low primary dealers take-downs, 

analysts see pockets of genuine demand. The outcome is 

consistent with the broader demand pattern this year. 

JPMorgan analysis noted that demand held up through 3Q26, 

with average end-user allotments at 10- and 30-year auctions 

reaching record highs of 90.6% and 90.1%, respectively. 

Foreign participation rose sharply in March and September, 

particularly at intermediate and longer maturities, suggesting strong demand notably from foreign private 

investors—challenging concerns about broad de-dollarization, at least in times of market stress. At the 

same time, auction tails widened across most tenors, reflecting greater price sensitivity amid higher rate 

volatility, although the far long end remained a notable exception. According to JPMorgan analysts, this 

outcome provides some evidence against continued reduction of long-dated issuance due to weak demand. 

Prediction markets are gaining traction in traditional 

finance, evolving from retail-dominated betting venues into 

a potential information source for institutional investors. 

Millennium Management, a global hedge fund, is reportedly 

developing tools that allow portfolio managers to use 

probabilities from Polymarket and Kalshi as trading signals 

across traditional asset classes, particularly for geopolitical, 

economic, and commodity outcomes. Millenium joins a 

growing roster of buy-side firms exploring this space, which 

view prediction markets as tools for generating trade ideas 

and pricing probabilities. At the same time, prediction 

markets are expanding beyond sports and elections into financial and crypto-linked contracts, including those 

tied to gold, oil, and inflation. Bloomberg Intelligence projects trading volumes could approach $300 billion in 

2026 and $1 trillion by 2030. As prediction-market signals increasingly feed into mainstream financial decisions, 

concerns over regulatory uncertainty, insider trading, and market integrity are likely to gain importance. 
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Europe 

While global investors await today’s FOMC 

decisions, the focus in Europe is on the UK Budget. 

UK Chancellor Healey will deliver his statement in 

Parliament, followed by the release of the Budget 2026 

Policy Document, the UK Debt Management Office’s 

“gilt remit,” detailing planned gilt issuance, and the 

Office for Budget Responsibility’s (OBR) Economic and 

Fiscal Outlook. This morning, euro area and UK 

sovereign yields were mostly steady, while risk assets 

declined moderately. The ECB is expected to hold rates 

unchanged tomorrow. Since mid-September, market pricing for the year-end policy rate has fallen by 20 bp 

despite higher energy prices. Analysts attribute this to tighter financial conditions stemming from higher 

long-term yields, notably in France. These developments are also seen as contributing to recent euro 

weakness. The euro was stable against the dollar this morning after falling 0.4% yesterday. 

European natural gas prices continue to 

rise as uncertainty over Middle Eastern 

LNG supplies increased the premium for 

winter shortages, according to Goldman 

Sachs. Today, the front-month European 

natural gas futures contract rose 1% to another 

conflict-high of €97/MWh, taking its month-to-

date increase to 35%. Persian Gulf LNG 

exports averaged just 30% of normal in 

October, while renewed Chinese buying added 

to competition for cargoes. Goldman estimates that December TTF prices imply a 73% probability of 

persistently low Middle Eastern supplies this winter, up from 51% a week earlier. Warmer October weather 

offered some relief, lifting projected end-month storage in northwest Europe to 64% full, but prices remained 

well above Goldman’s €70/MWh December base case, which assumes a gradual recovery in LNG exports. 

Israel 

The shekel weakened sharply versus the dollar as investors fear deadlock following yesterday’s 

election, reversing pre-election gains. Israeli Prime Minister Benjamin Netanyahu’s bloc led opposition 

leader Gadi Eisenkot’s following yesterday’s elections, with more than 70% of votes counted, but neither 

had a clear path to forming a government. The shekel weakened 2% against the dollar today and the Tel 

Aviv 35 index fell by 2.5%. Front-end rates were stable, but longer-end government bond yields edged up—

by around 5 bp for the 30-year maturity.  

 

Shekel reverses pre-election gains and weakens versus the US dollar 

 
Source: Bloomberg 

 

GS: Dec2026 TTF currently implies a 73% market-perceived 

probability that Mideast LNG supply remains low this winter 

% (right chart, left axis), mtpa (right chart, right axis) 

GS: Oct Persian Gulf LNG exports have averaged at 30% of 

normal, but volumes have been volatile 

 

 
Source: Goldman Sachs. Note: Mtpa = million tonnes per annum 
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Korea 

Korean equities surged as 

strong SK Hynix earnings 

and shareholder returns 

revived confidence in the AI 

trade. The KOSPI jumped 

6.6%, extending its two-day 

rebound to 9.9%, its strongest 

since late August, although 

the index remains more than 30% below its June peak. SK Hynix rallied 10.9% after quarterly operating 

profit beat expectations and the chipmaker announced substantial additional shareholder returns, while 

reaffirming a strong multi-year outlook for AI-related memory demand and supply shortages. Attention now 

turns to Samsung’s earnings on Thursday for confirmation that the recovery in Korea’s technology-heavy 

market has further room to run. Despite the strength in equities, the Korean won weakened (-0.9%) ahead 

of today’s Fed decision, despite foreign investors purchasing more than $400mm of Korean stocks today. 

The divergence highlights how domestic equities and the currency need not move together, as was the 

case in the first half of this year when Korean residents’ purchases of overseas equities led to won 

weakness. Today, government bond yields rose (3-yr +1bp to 3.80%; 10-yr +3.5bp to 4.11%). 

Emerging Markets          back to top 

Asian currencies were mixed (EM Asia: -0.1%). Asian equities continued to rally (EM Asia: +2.9%), 

although the gains were primarily driven by Korea (KOSPI: +6.6%), Taiwan POC (TAIEX: +2.0%) and China 

(CSI 300: +0.8%). EMEA risk assets were mixed this morning, while local currencies mostly 

weakened versus the dollar. Yesterday, Slovenia priced a $500 million 10-year dollar bond at 65 bp over 

US Treasuries, among the tightest EM sovereign issuance this year, but left pricing unchanged from initial 

guidance and attracted just 1.6 times subscription—the lowest for a CEEMEA sovereign dollar issue in 

2026, according to GlobalCapital. Elsewhere, Fitch said this morning that the Student List’s decisive victory 

in Serbia’s parliamentary election shifts the focus to its unclear economic agenda and governing capacity, 

with implications for the country’s BB+/Positive rating hinging on fiscal discipline, macroeconomic stability 

and governance reforms. LatAm equities were mixed Tuesday, with Chile (+1.8%) outperforming, Brazil 

(-0.5%) declining, and Mexico and Colombia little changed. In FX, the Brazilian real (+1.3%) and Chilean 

peso (+0.5%) appreciated, while the Mexican peso (-0.6%) fell and the Colombian peso softened slightly. 

Brazil 

Brazilian rate markets flipped from pricing Selic cuts to pricing hikes after Lula’s reelection, though 

Tuesday’s rebound retraced about a quarter of the move. Interbank deposit (DI) futures imply the 

overnight rate averaging 14.26% through October 2027, down 39 bp on Tuesday but still above the 13.75% 

Selic and up from 13.01% before the election, when cuts were priced (left chart). Brazil’s one-year real rate 

of 9.8% remains the region’s highest, nearly 3 ppt above Colombia’s 7.0% (right chart), with that carry 

cushion supporting the Brazilian real. 
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Chile 

Chile’s central bank held its policy rate at 4.5% for a seventh straight meeting, as expected, but with 

inflation just above the 4% upper bound of the target range, markets are pricing higher rates ahead. Inflation 

was 4.1% y/y in September, and the policy rate has not moved since December (left chart). Swap rates 

show a shift, with the two-year rate up more than 20 bp to 5.09% since before the September meeting (right 

chart). Investors see mounting pressure as intensifying Middle East tensions, El Niño-driven food prices 

and a weaker Chilean peso (down 5.1% since early September) challenge the central bank’s forecast that 

inflation returns to target. 

 

Türkiye 

Türkiye ordered the liquidation of the brokerage at the center of its fund crisis and revoked its 

license late yesterday. Trading in Tera Yatirim’s shares was suspended today, extending a regulatory 

crackdown after failed investor redemptions sparked a selloff that has erased more than $100 billion from 

Turkish equities since mid-September, Bloomberg writes. Concerns over shareholder transparency and 

coordinated trading have also prompted MSCI to freeze index additions and certain other changes. JP 

Morgan nevertheless sees Türkiye’s removal from EM indices as highly unlikely, citing regulatory reforms 

and investor opposition, while estimating that removal could trigger $3.5 billion in passive outflows. 

Counterintuitively, foreign ownership as a share of free float has risen because large-cap stocks, where 

foreign holdings are concentrated, have outperformed the broader market—not because of foreign inflows, 

JP Morgan notes. 

 

India 

Indian bond yields remain elevated after their recent rise, reflecting tighter liquidity and a hawkish 

rates outlook. Banking-system surplus liquidity has collapsed from INR11 trn in early September to around 

INR462 bn as of October 26, pushing overnight rates above the 5.5% policy rate. The yield curve has bear-

flattened recently as markets price further rate hikes, while elevated crude prices and US yields, alongside 

heavier state and long-duration federal government issuance, continue to exert upward pressure. Today, 

the rupee depreciated slightly (-0.1%) with tight liquidity also raising the cost of speculative bets against the 

currency. Equities remained under broader pressure (SENSEX: -0.4%), although Jio Platforms provided a 

rare bright spot, surging as much as 23% on debut after India’s record $3.1 billion IPO and reaching a 
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valuation above $131 billion. Separately, Bloomberg reported that India is considering reforms for its $180 

bn national pension system that could broaden the deployment of retirement savings across listed equities, 

corporate credit and private markets, potentially strengthening the domestic institutional investor base. 
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Global Financial Indicators 
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Emerging Market Financial Indicators 
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