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Three Take-Aways

1) The combination of surging equities and exceptionally elevated
yields warrants caution, particularly as global yields have
exceeded pre-GFC highs and are approaching levels that
historically preceded recessions or financial crises.

2) Softer oil prices may offer temporary relief, but expansion of US
tax-exempt diesel sales are unlikely to ease fuel costs
meaningfully given already-tight refined supplies.

3) Resilient US services activity is unlikely to alter the Fed's
hawkish-patient stance, while inflation and currency pressures
leave the RBI with limited room to delay further tightening.

MACRO THEME: Heightened Risks

- US equities rallied overnight, led by tech stocks even as UST yields
continued to climb.

- There has been no lack of headlines fretting the brutal rise in
global yields. But despite “broken record” pitfalls on “chicken little”
hysterics, the exceptional surge in global yields bears repeating.
Regardless of game-changing, “this time it’s different” resilience
attributed to “Al-driven” demand.

- For a start, global yields — both nominal and real* — have surpassed
the pre-GFC highs and just ~100bp off peak rates that preceded AFC
and ‘Dot Com”. This matters because peak yields at such acute
elevations have typically preceded (by 6-18 months), and arguably
precipitated, recessions/crises.

- Hence, surging equities alongside yields may be grave concern,
not gratuitous comfort.

- Especially if rates-driven cashflow stress cascades as a spiral as
— amplified by leverage and propagated by adverse feedback
between valuation losses and forced liquidation.

- Crucially, counterintuitive widening between 10Y and policy rate
spread despite Fed tightening cycle priced is not a mere statistical
aberration but potentially pain amplification (via policy transmission
compounded into the long-end). While the danger from heightened
yields is neither imminent nor a forgone conclusion, Tolkien’s warning
against negligently dismissing profound risks is worth heeding.

Oil: Signs of Supply Relief

- Oil prices fell on reports of improving Gulf oil flows through
Hormuz, with Brent crude easing back towards US$100/bbl.

- Adding to the softer tone, Saudi Aramco unexpectedly cut official
selling prices for its benchmark Asia grade to a six-year low, signalling
focus on market share. Meanwhile, Kuwait's output has reportedly
recovered to ~2mbpd, roughly 75% of pre-war levels.

- Separately, Yemeni government forces have recaptured the Red Sea
port of Mocha from the Houthis, potentially improving security
around Bab el-Mandeb and supporting export flows.

- The softer crude pricing could provide some relief for EM-Asia's
energy-importing currencies (INR, PHP, THB and IDR).
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Diesel: Limited Relief Without Supply?

- The Trump administration is preparing to expand sales of tax-exempt
red-dyed diesel, commonly used in agriculture, as part of its latest bid to
cut fuel costs before the November midterms

- However, the direct impact may be limited with the tax accounting for
only 4% of $6/gallon diesel. Additionally, diverting supplies could
exacerbate shortages with domestic refiners already operating near
capacity, coupled with diesel inventories at exceptionally low levels.

US Services Activity Holds Firm

- ISM Services edged down to 54.9, but remained above its 12m average
of 54.1, suggesting underlying momentum remains intact. Prices Paid
rose further to 74.0, the highest level since July 2022, with respondents
citing higher fuel and shipping costs as key drivers.

- Firms continued to report challenging supply conditions. While New
Orders moderated, demand remained sufficiently strong to lengthen lead
times and drive a further build-up in order backlogs.

- Employment returned to expansion, although this may reflect backlog-
related hiring rather than significantly stronger labour demand.

- Having already delivered a September hike, the data (resilient economic
activity, persistent price pressures and firm labour market) is unlikely to
change the Fed's hawkish-but-patient stance.

Yields (2Y: -1.4bp; 10Y: +3.4bp; 30Y: +4.3bp)

Equities (Nasdaq: +1.1%; S&P500: +0.7%; Dow: +0.2%)
FX (DXY: +0.2%)

RBI: How Much (Further), How Soon?!

- The RBI has probably run out of road to kick the can on rate hikes
and is confronting the Q4 hike that we have long-flagged.

- The pertinent questions now are “how much further?”, and “how soon”.
Point being, indefinitely averting a hike was never really an option
from the outset. Admittedly, the RBI was not wrong about the conflicting
nature of the “lran-Hormuz” shocks. But inflationary pressures have
overtaken as the key risk. Especially as energy shocks have persisted
beyond the time inventories could buy.

- Making matters worse, the unfavourable crop impact from El Nifio-driven
monsoon shortfall warns of impending intensification of inflation via
food pressures. Further compounded by demand-driven "chip-flation",
which now proliferates more widely via consumer goods.

- All of which conspire to compel the RBI to address the inevitable (and
woefully sharper) near-term growth trade-offs to anchor inflation
(expectations) and the rupee.

- Crucially, as renewed (near-record) rupee weakness highlights threats
to policy credibility, which is disproportionately costlier to reclaim. More
so, when juxtaposed against a distinctly/aggressively more hawkish
Fed. All said, if the RBI desires rupee stability, alongside policy
credibility, the RBI will need to convey a hawkish hike that signals an
additional ~50bpin store by early-2027. Falling short of which may cost
the RBI rupee stability and yield anchor.

DATA/EVENTS FX OUTLOOK
Overnight Actual Exp. Prior FX Close (NY) Open* Daily %A Forecast
(US) ISM Services Index/Prices Paid (Sep  54.9/74.0 55.0/73.3 55.4/72.6 USDJPY 157.91 157.95 +0.04% 156.30 -  159.50
(EZ) Sentix Investor Confidence (Oct) 2.7 45 5.1 EURUSD 1.1223 1.1218 v0.28% 11100 - 1.1290
(EZ) PPI YoY (Aug) 8.2% 7.6% 5.8% GBPUSD 1.3222 1.3219 v0.14% 1.3100 - 1.3350
(SG) Retail Sales/Ex Auto YoY (Aug) 0.7%/1.6% 2.0%/-- 1.3%/1.3% AUDUSD 0.6972 0.6968 +0.23% 0.6920 - 0.7020
(AU) Melbourne Institute Inflation MoM (Se 0.3% - 0.5% DXY 102.2 = +0.23% 101.1 - 103.0
USDCNY 6.7060 - +0.00% 6.6800 - 6.7500
USDCNH 6.7037 6.7041 v0.03% 6.6700 - 6.7500
USDHKD 7.8468 7.8471 v0.01% 7.8200 - 7.8500
USDSGD 1.2793 1.2797 +0.09% 1.2670 - 1.2890
Today Actual Exp. Prior USDKRW 1343 1344 +0.00% 1335 - 1355
(US) Trade Balance (Aug) -$89.8b -$88.6b USDTWD 31.78 = v0.24% 31.50 - 3200
(EZ) Retail Sales YoY (Aug) - 0.6% USDINR 96.30 - v0.02% 95.60 - 96.90
(PH) CPI YoY (Sep) 6.7% 6.1% USDIDR 17907 = +0.18% 17700 - 18050
(TH) CPl/Core YoY (Sep) 3.10% 2.53% USDMYR 4.086 4.087 +0.03% 4.050 4.120
USDPHP 62.64 = +0.15% 62.00 - 6320
USDTHB 33.68 33.69 +0.32% 33.2 - 34.0
USDVND 25994 25998 +0.03% 25800 - 26200

*Open is as at 8am HKT/SGT.



MARKET MOVES

Bond Yields 2Y Close 10Y Close 2Y A (bps) 10Y A (bps) Cross FX Close (NY) Open* Daily %A
UST (US) 4.813 5.307 -1.4 34 EUR/JPY 177.22 177.18 ¥0.25%
JGB (JP) 1.910 3.086 0.3 0.2 GBP/JPY 208.788 208.793 ¥0.1%
Bunds (GE) 3.071 3.491 0.0 3.1 JPY/SGD (100yen) 0.8101 0.8102 +0.01%
Gilts (UK) 4.847 5.418 3.2 53 JPY/HKD (100yen) 4.9692 4.9681 ¥0.04%
AGB (AU) 4914 5.339 0.8 0.1 CNH/JPY 23.549 23.552 +0.01%
SGS (SG) 1.943 2.456 -0.7 1.3 CNH/HKD 1.17 1.1701 +0.02%
CGB (CN) 1.239 1.674 0.0 0.0 EUR/GBP 0.84883 0.8486 ¥0.12%
KGB (KR) 3.900 4.359 0.0 0.0 AUD/NZD 1.2448 1.2446 +0.45%
SDL (IN) 6.539 7.211 0.0 -0.2 EUR/CNH 7.5237 7.5206 ¥0.35%
GBP/CNH 8.8641 8.8621 ¥0.16%
CNY/HKD 1.17 1.1701 +0.02%
EUR/HKD 8.8069 8.8026 ¥0.27%
G3 Equities Close Net Chg Daily %A SGD/HKD 6.1339 6.1321 ¥0.05%
S&P500 (US) 7773.95 51.23 +0.66% *Open is as at 8am HKT/SGT.
Nasdagq (US) 27477.31 286.45 +1.05%
DJIA (US) 51267.9 90.94 +0.18% Asia Equities Close Net Chg Daily %A
N225 (JP) 69946.86 1637.40 +2.40% ASX (AU) 5665.8 15.21 +0.27%
STOXX50 (EU) 6242.14 3.64 +0.06% STI(SG) 5664.33 29.51 +0.52%
SHCOMP (CN) 3842.195 0.00 +0.00%
Commodity Close Net Chg Daily %A SZCOMP (CN) 2404.476 0.00 +0.00%
COPPER (LME) 14,495.99 183.99 +1.29% HSI (HK) 24040.34 68.05 +0.28%
IRON ORE (CN) 91.50 -5.30 +0.37% SENSEX (IN) 72382.47 472.77 +0.66%
GOLD 4,139.50 -1.69 ¥ 0.04% JSE (ID) 6118.86 81.97 +1.36%
SILVER 61.07 0.03 +1.02% KLSE (MY) 1631.75 0.88 +0.05%
OIL (BRENT) 100.32 -1.93 V¥ 1.89% PSE (PH) 5743.21 114.18 +2.03%
OIL (WTI) 89.43 -1.68 Vv 1.84% SET (TH) 1576.45 4.83 +0.31%
NATURAL GAS 3.07 0.71 +1.18% VNINDEX (VN) 1753.2 0.01 +0.89%
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MARKET COMMENTARY DISCLAIMER

THIS DOCUMENT IS NOT A RESEARCH REPORT AND IS NOT INTENDED AS SUCH.

Unless stated otherwise in the country specific distribution information below, this document has not been prepared in accordance with legal requirements in any country or jurisdiction
designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. It is intended for
informational purposes only and does not purport to make any investment recommendations.

This document has been prepared solely for the information of the intended recipients. Recipients in any jurisdiction should contact your usual Mizuho contact in relation to any matters arising
from, or in connection, with this document.

This document has been prepared by Mizuho Bank, Ltd., Singapore Branch (“MBSG”), a full bank, exempt capital markets services entity and exempt financial adviser regulated by the Monetary
Authority of Singapore (“MAS”), Mizuho Bank, Ltd., Hong Kong Branch (“MBHK”), a licensed bank regulated by the Hong Kong Monetary Authority, with business address at 12/F, K11 Atelier, 18
Salisbury Road, Tsim Sha Tsui, Kowloon, Hong Kong, Mizuho Bank, Ltd., Sydney Branch, an authorised deposit-taking institution regulated by the Australian Prudential Regulation Authority and
holder of an Australian financial services licence (“MBAU”), Mizuho Securities Asia Limited (“MHSA”), licensed and regulated by the Hong Kong Securities and Futures Commission and/or
Mizuho Securities (Singapore) Pte. Ltd. (“MHSS”), a holder of a capital markets services licence and an exempt financial adviser regulated by the MAS, as the case may be.

This does not constitute investment or personal advice.

This document has been prepared solely for the purpose of supplying general market information and/or commentary for general information purposes to clients of MBSG, MBHK, MBAU,
MHSA, MHSS and their affiliates (collectively, “Mizuho”) to whom it is distributed, and does not take into account the specific investment objectives, financial situation or particular needs of any
client or class of clients and it is not prepared for any client or class of clients.

This is not an offer or solicitation.

This document is not and should not be construed as an offer to buy or sell or solicitation to enter into any transaction or adopt any hedging, trading or investment strategy, in relation to any
securities or other financial instruments.

Mizuho shall have no liability for contents.

This document has been prepared solely from publicly available information. Information contained herein and the data underlying it have been obtained from, or based upon, sources believed
by Mizuho to be reliable, but no assurance can be given that the information, data or any computations based thereon are accurate or complete and Mizuho has not independently verified such
information and data. Mizuho is not obliged to update any of the information and data contained in this document.

Mizuho makes no representation or warranty of any kind, express, implied or statutory, regarding, but not limited to, the accuracy of this document or the completeness of any information
contained or referred to in this document. Mizuho accepts no liability and will not be liable for any loss or damage arising directly or indirectly (including special, incidental or consequential loss
or damage) arising from or in connection with any person’s use or reliance of this document or the information contained in this document.

Information contained herein is no indication of future performance.

Some of the statements contained in this document may be considered forward-looking statements which provide current expectations or forecasts of futures events. Any opinions,
projections, forecasts and estimates expressed in the document are solely those of Mizuho based on factors it considers relevant as at the date of the document and are subject to change
without notice. Past performance is not indicative of future performance. Consequently, no expressed or implied warranty can be made regarding the projections and forecasts of future
performance stated therein.

This material is confidential.

This document is intended for the exclusive use by the recipients, and is provided with the express understanding that the information contained herein will be regarded and treated as strictly
confidential. All recipients may not reproduce or use this document in whole or in part, for any other purpose, nor disclose, furnish nor distribute this document to any other persons without
the prior written permission of Mizuho. Any such reproduction, use, delivery or distribution in form or to any jurisdiction may be effected only in accordance with all applicable laws and
regulations in the relevant jurisdiction(s).

Disclosure regarding potential conflicts of interest.

Mizuho, its connected companies, employees or clients may at any time, to the extent permitted by applicable law and/or regulation, take the other side of any order by you, enter into
transactions contrary to any recommendations contained herein or have positions or make markets or act as principal or agent in transactions in any securities mentioned herein or derivative
transactions relating thereto or perform or seek financial or advisory services for the issuers of those securities or financial instruments referred therein. Accordingly, Mizuho, its connected
companies or employees may have a conflict of interest that could affect the objectivity of this document. This document has been prepared by employees who may interact with Mizuho’s
trading desks, sales and other related personnel when forming the views and contents contained within.

Financial instruments may not be for sale to all categories of investors.

There are risks associated with the financial instruments and transactions referred to in this document. Investors should not rely on any contents of this document in making any investment
decisions and should consult their own financial, legal, accounting and tax advisors about the risks, the appropriate tools to analyse an investment and the suitability of an investment in their
particular circumstances. Mizuho is not responsible for assessing the suitability of any investment. Investment decisions and the responsibility for any investments are the sole responsibility of
the investor. Neither Mizuho nor of its directors, employees or agents accepts any liability whatsoever with respect to the use of this document or its contents.

WARNING: THE CONTENTS OF THIS DOCUMENT HAVE NOT BEEN REVIEWED BY ANY REGULATORY AUTHORITY. YOU ARE ADVISED TO EXERCISE CAUTION IN RELATION TO SUCH CONTENTS.
THIS DOCUMENT IS NOT INTENDED TO CONSTITUTE ANY INVESTMENT, LEGAL, FINANCIAL, BUSINESS, ACCOUNTING, TAXATION OR OTHER ADVICE. IF YOU ARE IN ANY DOUBT AS TO THE
ACTION YOU SHOULD TAKE, YOU SHOULD SEEK PROFESSIONAL ADVICE FROM YOUR RELEVANT ADVISERS ABOUT YOUR PARTICULAR CIRCUMSTANCES. YOU ARE RESPONSIBLE FOR YOUR
OWN INVESTMENT CHOICES.

This document is not directed to, or intended for distribution to or use by, any person who is a citizen or resident of, or entity located in, any locality, territory, state, country or other jurisdiction
where such distribution, publication, availability or use would be contrary to or restricted by law or regulation. Persons or entities into whose possession this document comes should inform
themselves about and observe such restrictions.

COUNTRY SPECIFIC DISTRIBUTION INFORMATION

Australia: This document is intended only for persons who are sophisticated or professional investors for the purposes of section 708 of the Corporation Act 2001 (Cth) of Australia
(“Corporations Act”), or “wholesale clients” for the purpose of section 761G of the Corporations Act. It is not intended for and should not be passed on, directly or indirectly, to other classes of
persons/investors in Australia. In Australia, Mizuho Bank, Ltd. Sydney Branch (“MBS0O”) is an authorised deposit-taking institution regulated by the Australian Prudential Regulation Authority in
accordance with the Banking Act 1959 (Cth), and holds an Australian financial services licence number 231240 (AFSL). Mizuho Securities Asia Limited (ABRN 603425912) and Mizuho Securities
(Singapore) Pte. Ltd. (ARBN 132105545) are registered foreign companies in Australia and are each exempt from the requirement to hold an AFSL under the ASIC Corporations (Repeal and
Transitional) Instrument 2023/588. MHSA is licensed by the Hong Kong Securities and Futures Commission under Hong Kong laws and MHSS is licensed by the Monetary Authority of Singapore
under Singapore laws, which laws differ from Australian laws respectively.
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do Brazil S.A. (BMB) has not made any commitment to provide you any financing, products or services with respect to any matte rs contemplated in this material. BMB does not have any
obligation to update any of the information contained in this material and no representation, warranty or other assurance of any kind is made with respect to the accuracy, completeness, or
suitability of its content.

Costa Rica: Nothing in this document constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual
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construed as a solicitation or an offer to buy or sell any securities or related financial instruments. In accordance with local laws, it does not constitute a public offering of securities under
Regulations for Public Offering of Securities (National Counsel of Financial System Supervision, article 11 of Session Act 571-2006), and therefore cannot be understood and interpreted as an
implicit or explicit offering that intends to place, issue, negotiate or trade securities transmitted by any means to the public or to certain groups. This document will not be disclosed to groups of
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