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China plays its trump card (rare earths); 
Trump replays his (tariffs)
By Gustavo Medeiros and Ben Underhill

Last Week Performance and Comments

EM Debt Yield Change
(bp) Spread 5 day

Change EM Equity* PE
1yr BF

5 day
Change Comments

GBI-EM GD 5.90% -2 – -0.4% MSCI EM 13.9 -0.6% • �EM local currency sovereign bonds sold off 
0.4%, driven entirely by FX.

• �EM USD sovereign bonds sold off 0.2%, with
spreads widening across the curve after
UST yields fell on trade-related growth risks.

• �EM stocks sold off 0.6%, led by China,
which was down 3.3%.

  GBI-EM FX Spot – – – -0.7%   MSCI EM ex-China 14.3 0.6%

ELMI+ 5.98% 4 – -0.6%   MSCI EMEA 11.0 0.0%

EMBI GD 7.08% 0 297 bps -0.2%   MSCI Latam 9.8 -3.3%

EMBI GD ex-default 6.44% 4 233 bps -0.2%   MSCI EM Asia 15.0 -0.4%

  EMBI GD IG 5.33% 2 112 bps -0.1%     MSCI China 13.1 -3.3%

  EMBI GD HY 9.20% 10 519 bps -0.4%     MSCI India 22.1 1.5%

  EMBI HY ex-default 7.57% 5 357 bps -0.4%   MSCI EM Growth 18.7 -0.4%

CEMBI BD 6.35% 3 245 bps -0.1%   MSCI EM Value 10.6 -0.8%

  CEMBI BD IG 5.22% 1 133 bps 0.1% MSCI EM Small Cap 15.0 -0.6%

  CEMBI BD HY 7.92% 8 402 bps -0.4% MSCI Frontier 10.2 0.8%

Global Debt Yield Change
(bp) Spread 5 day

Change Global Backdrop* PE
1yr BF

5 day
Change Comments

2yr UST 3.50% -9 – 0.2% MSCI ACWI 19.1 -2.1% • �UST curve flattened as yields fell across
the curve on Friday due to escalating trade 
tensions between US and China. 

• �US stocks declined 2.4% on the week,
falling nearly 3% on Friday.

• �Oil sold off to multi-month lows on Gaza 
ceasefire and trade tensions, Gold hit 
another all-time high. 

5yr UST 3.63% -11 – 0.3%   MSCI World (DM) 20.0 -2.3%

10yr UST 4.04% -12 – 0.5% S&P 500 22.2 -2.4%

30yr UST 4.62% -13 – 1.2% VIX Fut.** 19.6% 2.0%

10yr Germany 2.64% -7 – 0.9% DXY Index** 98.9 0.8%

10yr Japan 1.69% 2 – -1.2%   EUR* 1.161 -0.9%

Global Agg.*** 3.44% -2 30 bps -0.5%   JPY* 151.9 -1.1%

  US Agg. IG*** 4.78% 0 75 bps 0.3% CRY Index** 292.8 -2.2%

  EU Agg. IG*** 3.05% -2 68 bps 0.3%   Brent** 63.7 -2.8%

US Corp HY*** 6.99% 31 304 bps -0.7%   Gold** 4,071 3.0%

EU Corp HY*** 5.87% 21 315 bps -0.7% Bitcoin** 114,761 -6.8%

• China announced export controls on rare earths, Trump threatened 100% tariffs in response.
• US government shutdown continues, labour markets still weak.
• 	�Oil prices dropped to multi-month lows last week, and a ceasefire agreement in

Gaza was achieved.
• 	��Chinese exports resilient and growing, domestic consumption and property sector

remain weak. 
• 	��US Treasury Secretary Bessent finalised the USD 20bn currency swap arrangement with

Argentina and the Treasury started buying pesos. 
• 	��Brazil income tax reform passed through congress, and banks revised down inflation

expectations for 2025/26.
• 	�The Bank of Kazakhstan hiked rates 150bps.
• 	�S&P upgraded Egypt’s sovereign credit rating to ‘B’ with a stable outlook, Moody’s

upgraded Ghana’s rating to ‘Caa1’, with a stable outlook. 
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Volatility spiked on Friday, with risk selling off sharply after trade tensions between the US and China escalated suddenly. 
China announced export controls around rare earths, banning them for military usage abroad, and decreed they would 
only be exported on a case-by-case approval for use in advanced chips or related facilities. In other cases, exports  
would need to be approved via a license singed off by the Ministry of Commerce. 

US President Donald Trump replied furiously to this move by China, threatening an additional 100% of tariffs against  
China and export controls on “any and all critical software”. At a time where markets were beginning to expect an 
announcement of a grand deal on Sino American trade in the coming weeks, this was a significant negative shock.  
The S&P 500 recorded its worst day since April, down 3%. The Hang Seng Index is trading 3.5% lower than it was last 
Thursday. Bitcoin fell by as much as 12%. Importantly, US Treasury yields declined, signalling growth fears overpowering 
inflation concerns. One of the key reasons behind Trump delaying his ‘reciprocal’ tariffs back in April, was ‘yippy’ bond 
markets. Like in April, the Dollar sold off alongside high carry currencies and the EUR rallied on Friday.

The key question for markets now is whether this Chinese play represents a serious escalation into a deteriorating  
US/China relationship, or a bargaining move that may reignite the ‘TACO’ (Trump Always Chickens Out) trade and end up 
in US concessions. In our view, the key to answering this, is by asking another question. Why now? China has held the 
same monopolistic position in many rare earths since Trump took office last year. China could have used its leverage  
on rare earths sooner. 

The answer to this question is certainly multi-faceted. But ultimately, if China was the first mover in this latest escalation 
of US-China tensions, the situation would be more concerning, in our view. Given Trump’s apparent negotiation style,  
he is unlikely to back down in the face of aggression but as we have seen, is more than willing to retract his own threats 
for a compromise. 

It seems evident that the precedent for China’s new export controls now was likely an expansion of US export  
restrictions to China over the course of September. This culminated in a crackdown on subsidiaries of companies on  
the existing restricted export list, which would all now be subject to the same restrictions as their parent companies.  
This impacts thousands of Chinese owned firms both in China and abroad, which would need to attempt to obtain  
special licenses to import certain critical US electronic goods. 

By pulling their rare earths card, China now hopes the US will reconsider the measure. “This move by the U.S. is extremely 
egregious in nature”, the Chinese trade ministry said in a statement. “It seriously infringes upon the legitimate rights and 
interests of the affected enterprises, severely disrupts international economic and trade order and gravely undermines  
the security and stability of global industrial and supply chains.”

Trump’s tweet over the weekend points towards the possibility of a de-escalatory scenario. “Don’t worry about China,  
it will all be fine! Highly respected President Xi just had a bad moment. He doesn’t want Depression for his country, and 
neither do I. The U.S.A. wants to help China, not hurt it!!!” This is a totally different tone to the one he took on Friday,  
likely prompted by the large risk-off move in financial markets. In any case, investors breathed a collective sigh of  
relief on Monday; it seems the ‘Trump put’ is still in action.

There has been no sign of a compromise yet around the US government shutdown. Polymarket odds for an ending this 
week are negligible, and odds for a longest-ever 35-days-plus shutdown are now at 50%. At a time when the US economy 
is at an inflection point, with the Federal Reserve (Fed) beginning rate cuts again, a lack of data poses a considerable risk 
to monetary policy implementation. The Bureau of Labour Statistics, however, has recalled staff to prepare the September 
consumer price index (CPI) inflation release next Friday. 

With the lack of data currently blurring the picture on labour markets somewhat, Fed Governor Christopher Waller 
reaffirmed his concerns, saying jobs growth was probably negative. Private data sources such as ADP employment report 
also suggest this is the case. Waller said that “something’s got to give. Either labour market rebounds to match GDP 
growth, or GDP growth is going to pull back.” His comments were balanced by more hawkish commentary from other 
Federal Reserve members, highlighting the rift in stances within the US central bank in the face of a highly uncertain 
outlook for both inflation and growth. 

In our view, risks to jobs and growth currently outweigh risks to consumer-price inflation from tariffs. Firstly, while certain 
goods prices have risen significantly in recent months, tariff pass through to CPI has generally been mild so far with price 
increases spread through multi-stage supply chains. Secondly, the more tariffs that do pass-through to consumers, the 
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more their spending power will be squeezed. In a strong labour market, this would be more likely to translate into wage 
inflation and then services inflation. But in a labour market as weak as today’s the risk of a one-off increase in goods 
prices leading to a broad inflation problem via the wages channel is lower, in our view. 

Commodities: Oil prices dropped to multi-month lows last week, with spot Brent prices trading down to below USD 63  
on Friday, as markets priced out of geopolitical risk and priced in risks to demand from a reignited trade war. A ceasefire in 
Gaza was confirmed, and trade tensions between the US and China spiked on the day. Risks to Chinese oil demand are 
particularly sensitive, as China has been supporting oil prices in recent months with resilient end-demand, and potential 
stockpiling. Gold and silver returned to all-time highs after tariff threats re-emerged. 

Geopolitics: A ceasefire agreement between Israel and Hamas was reached, marking the most significant breakthrough 
since the onset of the conflict. Under the terms of the deal, Israel will release 2,000 Palestinian prisoners in exchange for 
all remaining Israeli hostages, alongside a partial military redeployment from Gaza. The first phase is expected to hold, 
representing a diplomatic success for Arab states, particularly Egypt, Jordan, and Qatar, that have been pressing for  
a negotiated solution.

The second stage, forming part of a broader 20-year roadmap, remains unsettled. Key issues include whether Hamas  
will fully disarm, how an international technocratic authority will assume governance in Gaza, and the composition of  
a multinational security force to guarantee long-term stability. Israel’s far-right coalition partners voted against the 
ceasefire, though they have not yet moved to collapse the government. Their continued opposition to the second phase, 
especially any framework implying permanent disarmament or Palestinian self-administration, poses a major political risk 
as a lasting ceasefire would likely trigger an early breakdown of Prime Minister Benjamin Netanyahu’s governing coalition.

Global Macro (continued)
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EM Asia

Economic data

Inflation remained subdued across Asia. The Philippines cut policy rate by 25bps.

Country Event Period Actual Survey Prior/Revised Comments

Indonesia Foreign Reserves (USD) Sep 148.7bn – 150.7bn

Foreign Reserves (USD) 30-Sep 123.6bn – 122.8bn

Industrial Production (YoY) Aug 4.9% 3.4% 4.2%

Philippines BSP Overnight Borrowing Rate 9-Oct 4.75% 5.00% 5.00% • �Unexpected, cut door open for another in Dec. 
Risk to growth high, and CPI benign. 		
	

Taiwan CPI (YoY) Sep 1.3% 1.6% 1.6% • �Surprise CPI drop bolsters case for rate cuts 
into 2026, while exports to US dropped to 
lowest nominal level since April. China  
largest customer in Sep.

Exports (YoY) Sep 33.8% 38.8% 34.1%

Thailand CPI (YoY) Sep -0.7% -0.6% -0.8%

CPI NSA (MoM) Sep 0.0% 0.1% 0.0%

CPI Core (YoY) Sep 0.7% 0.8% 0.8%

BoT Benchmark Interest Rate 8-Oct 1.50% 1.25% 1.50%

Gross International Reserves (USD) 3-Oct 273.8bn – 271.9bn

Vietnam CPI (YoY) Sep 3.4% 3.4% 3.2%

Domestic Vehicle Sales (YoY) Sep -17.9% – 1.3% • �Steep decline in vehicle sales due to base 
effects, nominally still solid.

Exports (YoY) Sep 24.7% 15.2% 14.5% • �Spike in exports as shipments to US rose  
by 38.5% yoy, with imports from US also  
24.5% higher. Electronic shipments to US 
remain exempt from new tariffs, but spike 
in exports to US also likely reflects some 
rerouting of Chinese goods.

Imports (YoY) Sep 24.9% 16.0% 17.7%

Trade Balance (USD) Sep 2,846m 1,850m 3,720m

Industrial Production (YoY) Sep 13.6% – 8.9%

Retail Sales (YoY) Sep 11.3% – 10.6%

Source information is at the end of the document.

Commentary

China: 
The trade surplus narrowed to USD 90.5bn in September, below expectations of USD 98.1bn and the prior USD 102.3bn, 
as exports rose 8.4% yoy and imports increased 7.5% yoy. While headline trade data remained resilient, holiday indicators 
during the Golden Week suggested uneven domestic demand recovery.
Tourism activity was significant in volume but weak in value terms. Domestic trips reached 888m people, generating  
RMB 809bn in revenue. The daily average number of visitors rose 1.6% yoy and 12% above 2019 levels, yet tourism 
revenue per visitor fell 0.6% yoy, standing at 97% of 2019 levels – better than the 90% recorded during the May Day and 
Lunar New Year holidays. Cross-regional passenger turnover rose 6% yoy and 31% from 2019, with self-drive trips up  
67% from 2019 (+7% yoy), railway traffic up 31% (+3% yoy), and civil aviation up 26% (+3% yoy).
Cross-border travel also picked up, with daily average travellers up 11.5% yoy – mainland visitors rising 9.6% and foreign 
visitors 21.6% – marking a milder recovery than Labour Day but stronger than during Lunar New Year.
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EM Asia (continued)

Consumption indicators were more subdued. Retail sales of key retail and catering firms rose 2.7% yoy, slower than 6.3% 
during Labour Day and 4.1% during Lunar New Year. Value-added tax receipts in consumption-related sectors increased 
4.5% yoy, down from 15.2% in May and 10.8% in February. Goods and services VAT revenue grew 3.9% and 7.6%, respectively.
Property sector weakness persisted, with 30-city sales down 12% yoy in early October after -6% in September and  
-10% in August. Sales in Tier-1 cities fell 12% yoy (from +16% in September), while Tier-2 cities saw a 20% decline  
(from -12% in September), underscoring ongoing housing demand fragility.

Taiwan: President Lai Ching-te announced the acceleration of Taiwan’s new T-Dome air-defence initiative, pledging to 
establish a “multi-layered defence system with high-level detection and effective interception”. The plan, revealed during 
National Day celebrations, aims to bolster deterrence capabilities amid increasing regional tension and continued US 
pressure for Taipei to enhance self-defence.
Lai said T-Dome would “weave a safety net to protect citizens’ lives and property” and reaffirmed that Taiwan would 
“maintain peace through strength”. Although he did not explicitly reference China, the initiative is widely viewed as a direct 
response to rising airspace incursions and missile drills near the island.

Vietnam: The index provider MSCI announced it will reclassify Vietnam from Frontier to Emerging Markets in September 
2026. The announcement drove the MSCI Vietnam index up nearly 8% last week.
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Economic data

Inflation declined more than expected in Brazil, prompting downward revisions on 2025 and 2026 forecasts.

Country Event Period Actual Survey Prior/Revised Comments

Brazil Trade Balance Monthly (USD) Sep 2,990m 2,700m 5,861m

FGV Inflation IGP-DI (MoM) Sep 0.36% 0.40% 0.20%

FGV CPI IPC-S 7-Oct 0.6% – 0.7%

IBGE Inflation IPCA (YoY) Sep 5.17% 5.21% 5.13% • �Inflation rises to 5.2%, with mom inflation  
the highest in six months, largely due to  
a rise in housing prices.IBGE Inflation IPCA (MoM) Sep 0.5% 0.5% -0.1%

Chile Trade Balance (USD) Sep 933m 850m 906m • �Non-core price gains (electricity) drove 
inflation higher, however core inflation on  
an upwards trajectory, rising for for four 
straight months.

CPI (YoY) Chained Sep 4.4% 4.4% 4.0%

CPI (MoM) Sep 0.4% 0.4% 0.0%

Colombia CPI (MoM) Sep 0.3% 0.3% 0.2% • �Inflation remains above target, keeping rate 
cuts likely off the table in the upcoming 
meeting.CPI (YoY) Sep 5.2% 5.1% 5.1%

Ecuador CPI (YoY) Sep 0.7% – 0.8%

Mexico International Reserves Weekly (USD) 3-Oct 247,733m – 246,832m

CPI (MoM) Sep 0.2% 0.3% 0.1%

CPI Core (MoM) Sep 0.3% 0.3% 0.2%

CPI (YoY) Sep 3.8% 3.8% 3.6% • �Headline and core inflation rose, but services 
price inflation is declining. Peso appreciation 
this year is likely to feed into goods prices 
soon, which can bring down headline inflation 
more sustainably in coming months.

Bi-Weekly CPI 30-Sep 0.0% 0.1% 0.2%

Bi-Weekly Core CPI 30-Sep 0.1% 0.1% 0.2%

Bi-Weekly CPI (YoY) 30-Sep 3.8% 0.1% 3.7%

Peru Reference Rate 9-Oct 4.25% 4.25% 4.25% • �Peru held as expected, likely to wait for  
US Fed for further cuts.

Source information is at the end of the document.

Commentary

Argentina: US Treasury Secretary Scott Bessent confirmed the USD 20bn currency swap arrangement with Argentina has 
been finalised, adding that the US Treasury bought pesos last week as part of the deal. Bessent argued that the peso is 
undervalued, insisting the US will not incur losses and rejecting accusations of a bailout. Bessent stressed that the Exchange 
Stabilisation Fund “has never lost money”, describing Argentina’s policies as “sound when anchored on fiscal discipline”. He 
also said Washington is determined to prevent Latin America from falling under Chinese influence, highlighting Argentina’s 
importance as a potential model for US-backed reform and its strategic reserves of uranium and rare earths.
The International Monetary Fund (IMF) separately confirmed that a new aid package is being developed between itself, 
the US Treasury, World Bank, and Inter-American Development Bank. One option under discussion is for the US to lend 
part of its Special Drawing Rights to Argentina, providing liquidity to meet external obligations over the next two years.

Brazil: The government announced a new fiscal package combining income tax relief for low earners with higher taxes on 
capital income to offset revenue losses. Individuals earning under BRL 5,000 per month will be exempt, at an estimated 
cost of BRL 25bn (c. 1% of GDP), while a 10% tax on dividends to foreign investors and high-income residents will help 
balance the budget. The reform aims to redistribute income toward lower-income groups with a higher marginal 
propensity to consume, which could marginally lift inflation. 

Latin America
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A provisional measure to offset a prior financial transactions (IOF) tax cut expired after the Lower House failed to vote, 
costing an estimated BRL 17bn in 2026. The government is now exploring new options to stay on track with its fiscal 
target, including freezing parliamentary amendments and raising taxes on fintechs. President Lula also announced a new 
middle-class housing finance programme that will phase out the rule requiring 65% of savings deposits to be channelled 
into real estate credit. The initiative, viewed as an early campaign move for 2026, follows a rise in Lula’s approval rating  
to 48%, his highest this year, amid an improved communication and social media strategy.
Following broad-based disinflation, several banks revised 2025-26 IPCA forecasts down by 30-50 basis points (bps), with 
consensus now near 4.5% for 2025 and 4.1% for 2026. Equity markets may benefit: Goldman Sachs noted that historically, 
Brazilian equities have risen 12% within three months and 24% within six months after the first Selic cut, while a 100bps 
fall in five-year yields has typically added 5-6% to returns. 

Colombia: The Constitutional Court upheld a ruling barring the left-wing Historic Pact coalition from registering 
candidates for its October 2026 presidential primary. President Gustavo Petro condemned the decision, calling it an 
attempt by “the right wing to sabotage democracy” and exclude his movement from legal political participation.  
The ruling deepens institutional friction and underscores the volatility surrounding Colombia’s pre-election landscape.

Panama: President José Raúl Mulino convened an emergency session of Congress after lawmakers proposed raising  
the 2026 budget by USD 1.5bn to boost funding for universities and research institutions. The government will revise  
its USD 34.9bn proposal accordingly, though finance officials warned that such spending increases could challenge 
deficit-reduction plans.

Peru: President Dina Boluarte was impeached and removed from office after lawmakers unanimously approved her 
dismissal amid surging violent crime and political scandals. Congress leader José Jeri assumed the presidency and 
pledged to complete the term through July 2026 while prioritising public safety and national reconciliation. Boluarte’s 
ousting followed a wave of controversy over her response to a mass shooting at a concert and remarks appearing to 
condone non-compliance with extortion threats during a transport strike, which deepened her unpopularity.

Latin America (continued)
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Economic data

Poland cut its policy rate by 25bps. Kazakhstan hiked by 150bps.

Country Event Period Actual Survey Prior/Revised Comments

Czech Republic CPI (MoM) Sep F -0.6% – -0.6% • �Deflation in mom terms across various areas 
of the basket, including food as well as non-
seasonal goods and recreation and culture. 
Signals further soft readings in months ahead.

CPI (YoY) Sep F 2.3% – 2.3%

Industrial Output NSA (YoY) Aug -4.2% 0.6% 4.9%

Hungary Retail Sales (YoY) Aug 2.4% 1.9% 1.7% • �Inflation remains above target, central bank 
says policy rate to remain where it is until 
disinflation becomes more embedded.  
The Prime Minister is calling for cuts, 
with economy faltering, particularly in 
manufacturing sector.

Industrial Production WDA (YoY) Aug -4.6% -2.7% -1.0%

CPI (MoM) Sep 0.0% 0.0% 0.0%

CPI (YoY) Sep 4.3% 4.4% 4.3%

Poland Poland Base Rate Announcement 8-Oct 4.50% 4.75% 4.75% • Third consecutive cut.

Romania Retail Sales (YoY) Aug -2.1% – 3.5% • �Negative retail sales and weak GDP, however 
central bank sees rates unchanged through  
till March due to inflationary pressures.Interest Rate Announcement 8-Oct 6.50% 6.50% 6.50%

GDP (YoY) 2Q F 0.3% 0.3% 0.3%

Trade Balance (USD) Aug -2,604.9m – -2,644.0m

Source information is at the end of the document.

Commentary

Kazakhstan: The National Bank of Kazakhstan (NBK) raised its base rate by 150bps to 18%, exceeding expectations for  
a 100bps move. Policymakers cited surging inflation, robust domestic demand, and expansionary fiscal policy as requiring  
a strong policy response. September CPI inflation accelerated to 12.9% yoy, above the central bank’s year-end target 
range, prompting officials to warn of wage-price spiral risks. The NBK signalled readiness to keep policy tight until 
inflation expectations and fiscal spending pressures stabilise.

Poland: National Bank of Poland Governor Adam Glapiński left the door open for another rate cut in November, though he 
said decisions will remain data dependent. With the policy rate at 4.5% and CPI inflation at 2.9%, real rates are considered 
high, creating scope for moderate easing toward 4.0%. Glapiński cautioned that uncertainty over fiscal policy and energy 
prices limits flexibility. A potential rise in electricity tariffs – from the capped PLN 500/MWh to PLN 573/MWh – could add 
0.3-0.4 percentage points to inflation.

Romania: Average wages fell 2.4% mom in August to RON 5,387 (EUR 1,063), reflecting weaker labour-market conditions. 
Fitch Ratings warned that the government’s revised 2025 deficit of 8.4% of GDP, above the 7% target, underscores 
mounting fiscal risks and complicates debt stabilisation efforts. Despite wage and pension freezes and announced 
spending cuts, Fitch projects debt to rise to 59% of GDP in 2025 and 65.6% by 2027, above the median for  
‘BBB’-rated peers.

Ukraine: Russia launched fresh missile and drone strikes on energy infrastructure, causing widespread blackouts in  
Kyiv and other regions. Authorities warned the attacks mark the start of a renewed winter campaign aimed at crippling 
power generation and testing Ukraine resilience ahead of the cold season.

Central and Eastern Europe
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Economic data

Egypt and Ghana ratings upgraded as Moody’s ratings lags its peers across EM.

Country Event Period Actual Survey Prior/Revised Comments

Egypt Urban CPI (YoY) Sep 11.7% – 12.0% • �Egypt inflation cools for 4th month, helped by 
stronger FX.

CPI Core (YoY) Sep 11.3% – 10.7%

South Africa Manufacturing Prod NSA (YoY) Aug -1.5% -0.4% -1.3%

Manufacturing Prod SA (MoM) Aug 0.4% 0.1% -0.8%

Türkiye Industrial Production (MoM) Aug 0.4% – -1.7%

Industrial Production (YoY) Aug 7.1% – 5.2%

Source information is at the end of the document.

Commentary

Egypt: S&P Global Ratings upgraded Egypt’s sovereign credit rating to ‘B’ with a stable outlook – the first upgrade since 
2018 – reflecting reforms, FX liberalisation, and an improving external position. S&P expects interest expenditure to fall to 
49% of revenue by FY2028 from a high of 73% in FY2025, though still elevated by global standards. The stable outlook 
highlights improving growth and balance-of-payments trends. Fitch affirmed its ‘B’ rating, while Moody’s remains the 
laggard at ‘Caa1’.

Ghana: Moody’s upgraded Ghana’s rating to ‘Caa1’ (stable) from ‘Caa2’, citing improved macroeconomic stability and 
credible fiscal reforms under the IMF programme. Debt is expected to fall below 60% of GDP by 2026, though fiscal 
discipline risks remain ahead of the 2028 elections. Growth is projected to moderate to around 4–5%, constrained by 
weak infrastructure and limited access to external finance.

Nigeria: Lawmakers launched an investigation into USD 18bn in refinery rehabilitation spending since 2010, focusing  
on allegations of waste and corruption. Findings are expected within two weeks. President Bola Tinubu also requested 
approval for USD 2.3bn in external borrowing to refinance Eurobonds, plug the 2025 budget deficit, and fund Nigeria’s 
first international sovereign Sukuk.

South Africa: A major corruption probe intensified as police raided senior law enforcement and political figures tied to  
a ZAR 2bn hospital-tender scandal. The investigation exposed extensive collusion between government officials and 
criminal networks, raising pressure on President Cyril Ramaphosa’s administration and undermining investor confidence  
in the country’s anti-corruption reforms.

Zambia: The government extended its suspension of the 10% copper export tax until December, citing ongoing smelter 
disruptions. Authorities said the measure aims to sustain export flows and foreign-exchange liquidity while repairs at  
key facilities continue. The move underscores Lusaka’s balancing act between fiscal needs and supporting the mining 
sector amid restructuring efforts.

Central Asia, Middle East & Africa
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Economic data

No payrolls data in the US due to shut down.

Country Event Period Actual Survey Prior/Revised Comments

Eurozone Sentix Investor Confidence Oct -5.4 -7.7 -9.2

Retail Sales (MoM) Aug 0.1% 0.1% -0.4%

Retail Sales (YoY) Aug 1.0% 1.3% 2.1%

Japan Household Spending (YoY) Aug 2.3% 1.2% 1.4%

Real Cash Earnings (YoY) Aug -1.4% -0.5% -0.2% • �Real earnings deeper into negative territory, 
not consistent with an inflationary  
environment.BoP Current Account Balance (JPY) Aug 3,775.8bn 3,506.7bn 2,684.3bn

PPI (YoY) Sep 2.7% 2.5% 2.7% • �PPI jumped but is trending lower, mom soft.

UK S&P Global UK Construction PMI Sep 46.2 46 45.5

RICS House Price Balance Sep -15.0% -18.0% -18.0%

United States NY Fed 1-Yr Inflation Expectations Sep 3.4% – 3.2%

MBA Mortgage Applications 3-Oct -4.7% – -12.7%

Consumer Credit (USD) Aug 0.363bn 14.000bn 18.053bn

U. of Mich. Current Conditions Oct P 61.0 60.0 60.4 • �Current conditions improved, likely due to 
falling interest rates, however sentiment slid 
to lowest since April on job and price conerns. 
One year inflation expectations remain 
elevated.

U. of Mich. Sentiment Oct P 55.0 54.0 55.1

U. of Mich. Expectations Oct P 51.2 51.4 51.7

U. of Mich. 1-Yr Inflation Oct P 4.6% 4.7% 4.7%

U. of Mich. 5-10-Yr Inflation Oct P 3.7% 3.7% 3.7%

Source information is at the end of the document.

Commentary

France: President Emmanuel Macron reappointed Sébastien Lecornu as Prime Minister just four days after he resigned  
the post. Lecornu is expected to present a budget on Tuesday. Markets have become somewhat desensitised to French 
political drama, with a risk premium already embedded in French government bond prices. 

Japan: Opposition parties in Japan are in talks to build a coalition to seize control of parliament and block the new leader  
of the ruling Liberal Democratic Party (LDP), Sanae Takaichi, from becoming prime minister. 
On Sunday, Yoshihiko Noda, leader of the Constitutional Democratic Party of Japan, which is the second-largest party in  
the Lower House with 148 seats against the LDP’s 196 – indicated he was open to backing a prime minister from outside  
of his own party. “This is a rare opportunity” Noda said in a TV interview: “We can change the government now if  
[the opposition] can co-operate by overcoming our differences and finding common ground.” 
Noda appeared prepared to support a potential prime ministerial bid by Yuichiro Tamaki, a 56-year-old former Finance 
Ministry official, who leads the Democratic Party for the People, which controls 27 Lower House seats. In a TV interview on 
Sunday night, Tamaki said: “The collapse of the LDP-Komeito coalition, which has been the norm until now, marks a change 
that will go down in the history of Japanese politics. With so many changes happening in both the world and Japan right 
now, it seems that the style of politics that has continued until now may have reached its limits.”

UK: Chancellor Rachel Reeves is expected to build a larger buffer in the 26 November Budget to protect public finances from 
risks such as bond market swings and higher borrowing costs, according to the Sunday Telegraph. The Institute for Fiscal 
Studies said Reeves could raise tens of billions from tax reforms instead of simply hiking existing taxes to meet her fiscal targets.

Developed Markets
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Benchmark Performance

Emerging Markets Month to date Quarter to date Year to date 1 year 3 years 5 years

MSCI EM 1.5% 1.5% 29.4% 20.5% 18.4% 6.5%

   MSCI EM ex-China 3.2% 3.2% 26.0% 17.7% 18.2% 10.9%

   MSCI EMEA 0.9% 0.9% 27.9% 26.1% 15.1% 7.1%

   MSCI Latam -5.1% -5.1% 35.8% 16.4% 9.4% 11.2%

   MSCI Asia 2.1% 2.1% 29.4% 20.7% 19.4% 6.1%

     MSCI China -2.3% -2.3% 38.3% 27.7% 19.3% -0.7%

     MSCI India 2.7% 2.7% 0.6% -8.0% 11.5% 12.5%

  MSCI EM Growth 2.2% 2.2% 32.8% 24.2% 19.1% 3.8%

   MSCI EM Value 0.6% 0.6% 25.6% 16.4% 17.5% 9.4%

MSCI EM Small Cap 0.6% 0.6% 17.4% 11.7% 17.5% 11.8%

MSCI Frontier 0.6% 0.6% 38.7% 37.9% 19.6% 10.0%

GBI-EM-GD -0.3% -0.3% 15.1% 10.1% 11.1% 1.9%

    GBI-EM China 0.0% 0.0% 2.5% 2.4% 3.9% 3.2%

    EM FX spot -0.6% -0.6% 6.3% 1.4% 1.8% -1.3%

ELMI+ (1-3m NDF)  -0.5% -0.5% 10.7% 7.3% 8.3% 2.2%

EMBI GD 0.3% 0.3% 10.9% 9.9% 12.1% 2.0%

    EMBI GD IG 0.2% 0.2% 9.3% 6.1% 7.3% -1.2%

    EMBI GD HY 0.3% 0.3% 12.5% 13.7% 17.1% 5.5%

CEMBI BD 0.0% 0.0% 7.3% 7.0% 9.5% 3.0%

    CEMBI BD IG 0.2% 0.2% 7.5% 6.6% 7.7% 1.3%

    CEMBI BD HY -0.3% -0.3% 7.1% 7.6% 12.1% 5.3%

Global Backdrop Month to date Quarter to date Year to date 1 year 3 years 5 years

MSCI ACWI -1.2% -1.2% 17.0% 16.3% 22.3% 12.5%

    MSCI World (DM) -1.6% -1.6% 15.6% 15.8% 22.7% 13.3%

S&P 500    -2.0% -2.0% 12.5% 14.8% 23.7% 15.2%

DXY Index** 1.2% 1.2% -8.8% -3.9% -4.2% 1.1%

    EUR* -1.3% -1.3% 10.4% 4.4% 4.0% -1.8%

    JPY* -2.7% -2.7% 0.6% -5.1% -5.8% -10.0%

CRY Index** -2.6% -2.6% -1.3% 2.0% 1.9% 14.1%

    Brent** -5.0% -5.0% -14.7% -19.5% -12.4% 8.4%

    Gold** 5.8% 5.8% 55.1% 53.7% 34.7% 16.6%

Bitcoin** 1.7% 1.7% 22.1% 83% 81.8% 58.7%

1-3yr UST 0.3% 0.3% 4.3% 4.7% 4.5% 1.6%

3-5yr UST 0.4% 0.4% 6.1% 5.3% 4.8% 0.5%

7-10yr UST 0.8% 0.8% 8.0% 5.2% 4.1% -1.8%

10yr+ UST 1.5% 1.5% 7.3% 1.6% 1.3% -7.1%

10yr+ Germany 1.0% 1.0% -5.8% -5.7% -0.9% -8.6%

10yr+ Japan -1.3% -1.3% -10.4% -11.4% -6.9% -5.7%

Global Agg.*** -0.4% -0.4% 7.5% 4.4% 5.6% -1.7%

    US Agg. IG*** 0.6% 0.6% 6.7% 5.0% 5.2% -0.3%

    EU Agg. IG*** 0.5% 0.5% 1.5% 2.2% 3.7% -2.0%

US Corp HY*** -0.6% -0.6% 6.6% 7.3% 10.3% 5.1%

EU Corp HY*** -0.5% -0.5% 3.6% 5.8% 10.1% 4.3%

Source and notations for all tables in this document: Source: Bloomberg, JP Morgan, Barclays, Merrill Lynch, Chicago Board Options Exchange, Thomson Reuters, MSCI.  
As at latest data available on publication date.  *EMBI GD and EMBI GD HY Yield/Spread ex-default yields and spreads calculated by Ashmore. Defaulted EMBI securities includes: 
Ethiopia, Ghana,  Lebanon, Sri Lanka, and Venezuela.  **Price only. Does not include carry.  ***Global Indices from Bloomberg.  Price to Earnings: 12 months blended-forward.
Index Definitions: VIX Index: Chicago Board Options Exchange SPX Volatility Index. DXY Index: The Dollar Index. CRY Index: Thomson Reuters/CoreCommodity CRM Commodity Index. 
Figures for more than one year are annualised other than in the case of currencies, commodities and the VIX, DXY and CRY which are shown as percentage change.
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No part of this article may be reproduced in any form, or referred to in any other publication, without the written permission of Ashmore 
Investment Management Limited © 2025. 
Important information: This document is issued by Ashmore Investment Management Limited (Ashmore), which is authorised and regulated 
by the Financial Conduct Authority. The information and any opinions contained in this document have been compiled in good faith, but 
no representation or warranty, express or implied, is made as to accuracy, completeness or correctness. Save to the extent (if any) 
that exclusion of liability is prohibited by any applicable law or regulation, Ashmore, its officers, employees, representatives and agents 
expressly advise that they shall not be liable in any respect whatsoever for any loss or damage, whether direct, indirect, consequential or 
otherwise however arising (whether in negligence or otherwise) out of or in connection with the contents of or any omissions from this 
document. Past performance is not a reliable indicator of future results. This document does not constitute and may not be relied upon 
as constituting any form of investment advice and prospective investors are advised to ensure that they obtain appropriate independent 
professional advice before making any investment.
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At Ashmore we want to keep you well informed and engaged on both the local and global macro 
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After nine months of unchanged policy rates, the US Federal Reserve (Fed) cut by 25bps this September.  
Most market participants expect multiple rate reductions over the coming months. To put the Fed’s decision  
into context, we looked back at the impact of easing cycles on the treasury yield curve, the S&P 500 and 
emerging market assets since 1980.
In our view, the patterns observed offer useful guidance as to what to expect from here...
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