BBVA Research

Market Comment

US yields and USD declined after Powell’s comments

a Financial markets in cautious mode, with investors waiting for today’s release of FOMC minutes after
yesterday's comments by Powell, which had a significant impact on US markets. The release of estimates of
the impact of Brexit by the Bank of England and other institutions also focused the market’s attention in a day that
saw plenty of economic indicators.

a US sovereign yields remained hovering around their lowest levels in more than one year after Powell’s
comments were read as dovish by financial markets ahead of December's FOMC, in which a 25 bps hike in
interest rates is expected. Today’s release of lower-than-expected prices data for the US (see) reinforced this
trend. In this context, US equity indices increased around 2%, while today US stock markets bounced back
only slightly after recent decrease in yields.

a Meanwhile, in Europe the sovereign 10Y Bund yield also went below the 0.35% level. The release of better-
than-expected confidence indicators (see) was offset by the release of disappointing German inflation figures
(see). European shares were high following yesterday’s positive movement in the US.

a UK assets remained under pressure following the latest news on Brexit negotiations. In this context, the
GBP fell sharply today after May failed to rule out a no-deal Brexit, increasing worries among investors (see).
Moreover, yesterday’s release of a Bank of England financial stability report assessing the potential impact on the
UK economy of a range of Brexit scenarios, did not help to increase confidence.

a The USD receded somewhat from its YTD highest level after yesterday’s speech by Powell. Today it
remained flat ahead of the release of FOMC minutes, while the euro recovered to above 1.13 USD/EUR.
Meanwhile most EM currencies continued to be favoured by the weakness of the US dollar. The MXN continued to
recover ground despite Banxico’s reducing its growth forecasts in its quarterly report yesterday (see). Latam
currencies benefited from the recovery in crude oil prices after reports of a possible cut in Russia’s oil supply (see).
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Debt markets (10Y, %, changes in bp)

Developed Markets level Daily Week Month YTD
US (2-yr) 2.80 -0.6 -1.1 -5 88
us 3.02 -35 -3.8 -10 56
GER (2-yr) -0.60 -1.2 2.1 3 1
Germany 0.32 -2.8 -4.9 5 -20
France 0.70 -3.3 -54 -5 -13
Spain 151 -3.7 -13.1 -6 -17
Italy 3.19 -6.5 -26.3 -28 110
Portugal 1.83 -4.0 -11.8 -5 -18
Greece 4.28 -6.6 -32.3 2 17
Japan (2-yr) -0.14 -0.9 -0.2 -2 -1
Japan 0.08 -1.8 -1.8 -4 3
Emerging Markets level Daily Weekly Monthly YTD
Brazil 10.03 -5.7 4.4 -9 -22
Chile 4.40 -0.3 -2.0 -17 -12
Colombia 7.09 -0.6 9.2 -12 65
Mexico 9.09 -10.9 5.7 37 151
Peru 5.32 -0.4 -4.2 -28 45
Poland 3.13 -5.1 -11.3 -5 -19
Russia 8.82 -13.5 -0.4 13 119
Turkey 15.85 -19.0 -59.0 -129 449
India 7.61 -3.5 -10.3 -22 22
Indonesia 7.90 -4.5 -5.0 -73 160
Developed Markets level Daily Weekly Monthly YTD
10-yr sovereign spread vs Germany
France 38 0I5 =05 0 7
Italy 287 -3.7 -21.4 -24 130
Portugal 151 -1.2 -6.9 0 2
Spain 119 -0.9 -8.2 -1 3
2-yr sovereign spread vs Germany
France 14 -0.2 14 -6 -2
ltaly 144 -4.4 -15.5 -32 107
Portugal 39 0.7 -0.4 -11 -11
Spain 43 0.7 -1.4 0 16
Emerging Markets level Daily Weekly Monthly YTD
5-yr sovereign CDS *
Brazil 209 -10.4 -2 1 49
Chile 58 -4.5 1 6 8
Colombia 141 -7.2 0 13 36
Argentina 650 -10.4 38 26 412
Mexico 151 -9.4 -6 12 44
Peru 89 -34 2 7 17
Poland 68 0.3 -1 1 19
Russia 171 -35 16 26 53
Turkey 401 -5.3 14 20 237
China 70 -34 -2 -2 20
India 112 -0.1 0 -1 43
Indonesia 146 -5.0 -4 -12 61
Volatilty indicators level Daily Weekly Monthly YTD
VIX 20 11 -1 -4 10
VSTOXX 19 0.0 -1 -4 5)
EM EFT volatility Index 28 1.8 1 -1 12
Dollar/euro volatility 7 -0.2 -1 0 0
EM FX volatility index 10 -0.1 0 0 2
Credit spread (BAA) (change in bps) 226 35 9 23 48
US bonds volatility index 51 -0.5 -7 -11 2
Inflation expectations level Daily Weekly Monthly YTD
US Inflation expectations (5Y5Y) 231 - 4 2 -1
EZ Inflation expectations (5Y5Y) 1.62 - -4 -5 -12
Banking 5y CDS level Daily Weekly Monthly YTD
us 63 -3.7 -5 1 20
EZ 120 1.0 4 14 81
UK 88 -0.7 -2 18 47
Large Spanish 85 -0.4 -1 B 49
Medium Spanish 105 -0.5 1 0 30
Corporate 5y CDS level Daily Weekly Monthly YTD
US Non-financial 183 -3.7 -5 1 20
EZ Non-financial 86 1.0 4 14 81
UK Non-financial 112 0.9 1 5 19
level Daily Weekly Monthly YTD
EONIA Index -0.37 0 0 0 1
Euribor 3m -0.32 0 0 0 1
Euribor 12m -0.15 0 0 0 4
Libor 3m 271 0 & 18 101
Libor 12m 3.13 0 2 7 103
Main indices level Daily Weekly Monthly YTD
S&P500 2,733 -0.4 3.1 1.9 1
Dow Jones 25,280 -0.3 8.8 1.6 2
Nikkei 22,263 0.4 2.8 3.8 -2
FTSE 100 7,057 0.7 1.4 0.3 -8
EuroStoxx 50 3,179 0.4 1.7 1.0 -9
IBEX 9,106 0.0 2.2 34 -10
DAX 11,317 0.2 1.6 0.3 -12
CAC 5,015 0.6 1.6 0.7 -5
MiB 19,186 0.4 31 1.0 -12
ASE Athens 618 25 3.2 -2.9 -24
MSCI Latam * 87,592 1.6 1.0 2.6 2
Ibovespa (Brazil) 89,654 0.5 25 3.2 15
Mexbol (Mexico) 41,603 15 0.8 -4.4 -17
Merval (Argentina) 31,533 1.3 4.2 7.2 1
MSCI EM Europe * 5,343 1.5 0.8 34 -1
Poland 2,303 17 3.0 8.5 -6
Micex 10 (Russia) 4,310 0.9 14 4.3 5
Ise 100 (Turkey) 95,126 1.1 2.7 5.7 -19
MSCI EM Asia * 813 1.0 2.0 6.4 -12
Shanghai Com (China) 2,567 -1.3 -2.9 0.0 -23
Jakarta (Indonesia) 6,107 1.6 2.7 6.1 -4
Banking sector level Daily Weekly Monthly YTD
US banks 1335 -1.3 2.3 0.1 -10
JPM 110.0 -0.8 2.2 3.1 2
Citi 65.0 -1.0 3.3 0.7 -13
BoA 28.1 -1.3 29 4.8 -6
MS 44.6 -1.6 2.0 0.2 -15
GS 193.9 -2.2 0.7 -11.6 -24
EZ banks 78.9 -0.5 2.8 0.9 -28
BNP 45.0 0.5 15 -25 -28
Crédit Agricole 111 0.6 3.7 -0.7 -21
Deutsche Bank 8.3 -35 0.7 -3.1 -48
ING 10.8 -1.1 1.3 4.7 -29
Intesa 2.0 -0.9 5.8 21 -26
SG 32.9 -0.2 12 2.3 -24
Unicredito 115 -1.0 8.5 15 -27
UK banks 715 0.5 1.8 0.5 -16
HSBC 671.7 0.3 33 5.5 -12
RBS 222.2 1.0 0.5 -4.6 -20
Barclays 167.9 0.7 14 -1.2 -17
Lloyds 56.4 0.1 0.8 -0.7 -17
Large Spanish banks 62.6 0.3 2.7 1.7 -26
Santander 4.2 0.0 34 29 -23
BBVA 5.0 0.5 2.0 0.7 -29
Medium Spanish banks 63.5 0.3 0.5 2.6 -17
Caixabank 3.6 14 -0.8 2.1 -9
Sabadell 11 0.1 0.9 -1.2 -33
Bankinter 7.4 -0.6 0.5 3.1 -7
Bankia 2.9 0.5 2.3 6.9 -28
Currencies (%, red for currency depreciation)
Developed level Daily Weekly Monthly YTD
EURUSD 1.139 0.2 -0.1 0.4 -6
GBPUSD 1.28 -0.3 -0.7 0.7 -6
USDJPY 11341 0.2 -0.4 -0.2 -1
DXY 96.85 0.1 0.1 -0.2 5
Emerging level Daily Weekly Monthly YTD
USDARS (Argentina) 37.75 1.9 -35 -2.7 -51
USDBRL (Brazil) 4 0.1 -1.2 -4.0 -15
USDCLP (Chile) 669.50 0.9 -0.1 3.6 -9
USDCOP (Colombia) 3239 0.9 -1.6 -1.0 -9
USDMXN (Mexico) 20.24 0.3 0.3 -0.9 -3
USDPEN (Peru) 3 -0.2 -0.2 -0.5 -4
LACI 54.13 0.2 -0.8 -14 -15
USDPLN (Poland) 4 0.2 0.1 13 -8
USDRUB (Russia) 66.28 12 -0.9 -1.2 -13
USDTRY (Turkey) 5 1.2 2.8 6.2 27
USDCNY (China) 6.94 0.2 -0.2 0.4 -6
USDINR (India) 70 11 12 55 -9
USDIDR (Indonesia) 14383 1.0 14 5.8 -6
ADXY 105 0.2 0.3 1.2 -5
Commodities (%)
level Daily Weekly Monthly YTD
Brent 59.7 15 -4.7 -21 -10
WTx 52 2.6 -5.5 -22 -14
Copper 278 -0.7 -0.6 4 -15
Gold 1227 0.4 -0.1 0 -7
S&P Spot commodity * 404 -0.4 -4.2 -12 -9
S&P Brent Spot * 503 -2.2 -7.4 -22 -11
S&P Metals Spot * 329 0.8 -1.5 -1 -17
S&P Agricultural * 289 15 0.5 2 2

Source: Bloomberg, Datastream and Haver
* With one day delay


https://www.reuters.com/article/us-usa-economy-spending/u-s-consumer-spending-surges-underlying-inflation-slows-idUSKCN1NY1PA
https://www.reuters.com/article/us-eurozone-sentiment/euro-zone-sentiment-eases-in-november-but-less-than-expected-idUSKCN1NY14P
https://www.reuters.com/article/us-germany-economy-inflation/german-inflation-remains-above-ecb-target-in-november-idUSKCN1NY1ND
https://www.reuters.com/article/uk-britain-eu-may/losing-brexit-vote-would-necessitate-no-deal-preparation-pm-may-idUSKCN1NY0ZD
https://www.reuters.com/article/us-mexico-economy/mexico-central-bank-warns-economy-faces-risk-of-loss-of-confidence-idUSKCN1NX2JA
https://www.reuters.com/article/us-global-oil/oil-stages-u-turn-rises-after-russia-leans-toward-output-cut-idUSKCN1NY062
https://www.reuters.com/article/us-global-oil/oil-stages-u-turn-rises-after-russia-leans-toward-output-cut-idUSKCN1NY062

