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发言人1   00:00
I am welcome back to the GS week macro ro call, adam crook hosting this week with a piece recorded earlier by my part in bankin ly, a last son. We will start this week with rich chAmbers. Rich is ahead of dollar rates product, a rate volatility bond markets. 

发言人1   00:15
The move in yield has been a big driver of all markets in the last few months, so we'll talk to rich about the that its reaction function and whether we are approaching the point of max panic in U. S. fields. Some dark and joins us coherence of global commodities research to talk about oil and what the right tail higher is for that gas, special europe, whether are real vulnerable ties into this winter. 

发言人1   00:42
We then asked him more or chief asia equity strategies, whether he is still bullish on asian equities and where he is placing his chips into year and and then in lead section, we have a Better ramos rotting the brazil election and what to work from here and underlying them on credit markets, weavering the storm from dm rates for and the likely pace of air issuance. And finally, one of our senior bankers, Steven, constantly gives his view, views and takeaway from the latest keynote. G, S, in tech conference is always, this call is P, G, S class only. 

发言人1   01:17
If there are any members of the press or non GS kind in line, then please do hang up now. great. Uh, going to start with this chAmbers ahead of dollar industry products as mentioned in the intro. Rich, welcome back to the GS. 

发言人1   01:33
We can micro first question to where do you see the path ahead for the fed? What have you learned on the economy and on the direction function to inflation and it's preference for fed funds? Thank you for having me. It's a very good question. I think we had a very, very definitive and deliberate communication from you know the core area of fetch akers, in particular jeffson and uh Williams, that has directed the market away from an october hike. 

发言人1   02:06
Certainly base case now with with with with the twenty percent probability of an october, right? The base cases were on a alty already past and the inflation number next week will for media, the bar super, super high for us to put an october hike back on the table. Given the recent move, given how much yields have sold often to put your world in a previous press conference, how much tight rate, how much tightened in the rate market has, has, has a has, has has put on the market itself. 

发言人1   02:41
So so I think the base case on a stronger inflation range next week will be and the market Price just pricing in a more elon gators I can cycle and IT seems as you know, in more scenario whether its oil bikes, whether IT is um you know stronger data. The part of the curve that is bearing the bronch right now is red you know and when you're when you're age, I were seeing a boat in the wall markets as well as the lady markets and and you know that will then trans double, then kind of filter out the curve with a higher time term premium. So so so right now it's quarterly case. 

发言人1   03:23
We think the bar is extremely high next week for for in terms of the inflation print for us to do rail rush, if anything, you know we think the market can just Price in more quality hikes next year on on strugling data next week. Thanks, rich, and find question to you. Um the big question on people's minds, are we or are we not approaching the point of max panic in ids? Or is there more to come? Yeah look at its a very good question. 

发言人1   03:54
We've seen the you know within the last you know thirty, forty, thirty, thirty five days points of the sell of um the sell of us came in many different faces. We've seen people come out of the would work to to edge and the the rate exposure you can see in the form of us as what threads performing so well in the cell off um you um that such that and we've ve seen a lot of mortgage relative egg. We've seen a lot of complexity hedged uh from from from all a across our investigation and and with us. 

发言人1   04:32
So I would say like you know, options are going well. And you know we've ve seen in our franchise flow, we haven't seen any curial you know change. When you look at the take data, there's nothing to you know there's nothing changing that much in terms of no foreign private sector holding continue to increase first as public sector continue into gradually decrease. 

发言人1   04:53
So so the the flows and bonds have have been，have been, have been, have done well. 请关注公众号思维纪要社，更多纪要请加V西安20210130的yx。Now you know we've hot full allotment in the last two buybacks. 

发言人1   05:10
You know they haven't known anything really to suppress term premium. What they what they've done is they've continued the path of Normalization of the twenty years sector. And we have we have the questioner next week, which will be important to see will be any signals within those questions. 

发言人1   05:25
Uh that will that will give us clues on uh, further supply um reductions. Are any coupon reductions in the back end or will they stay the same? And uh so so said in other way, the look you know the most recent mood have been a lot of them have been converted hedging. 

发言人1   05:44
Um the data continues to be strong in the front end. And you know IT started IT started with the market being on unable to Price and not only thEpace of heights but the size of of this hiking cycle. And you know we have the unknown variable with the for the guidance of the new features, but now the rose recent moods have been very much complexity heading let IT. 

发言人1   06:06
And you know for us, you know we're at levels and rates now, uh, that that are attractive, very, very attractive. You know if if there is a domain change, whether is a change and geopolitical risk, whether this is a change in in, in, in, in, in in the equity markets in terms of the you know the huge um you know I success, the exuberance of of the AI trade, if that you know of any of those change. I would say in the next in the foreseeable future, in the next couple of weeks, I think you will see huge sponsorship for duration um at these levels and there is definitely paint up demand further ation at these levels. 

发言人1   06:46
But the market is trading with fall tired. The market is just trading um the market just trading in in, in, in such a fashion, uh, where it's trying to facilitate a lot of complexity hedging. And there is um you know the technicals are very, very strong ah for for a continued cell off. 

发言人1   07:06
But these these are levels where and on any you know on any on any micro o on on the change in the micro story, on AI our our geopolitical tensions, the ation, we think will be the first order reaction function where we will see lorries. Thanks to rich, i'll pay IT now to commodities. Uh, with some doubts, some thanks for joining that we can make a call. You are obvious ly ahead of global committees research first to ball. 

发言人1   07:33
What is your baseline for european that guests from here? Can you walk us through your recent call that TTF could really two hundred and fifty euros? Es by year end? Yeah so when we think about european aneugh as pricing for the winter, I think there are two questions that we need transfer is the first one is how biggest the the whole we need to plug over the course of the winter. 

发言人1   07:57
And that depends directly on how much chAllenging supply we're gna get out of the middletown. And then the second question is, how much does IT cost to destroy lenny demand outside of europe so that europe can get the Allene that he needs exactly to plug that whole? So when we think about our base case, we assume that all this supply adaptation that we have seen in oil with increased flows through the straight, we assume that, that is delayed in at a gas. 

发言人1   08:28
But that IT does happen gradually over time. And to be fair, in september, we saw uh, flows through the strait on the allergy side a lot Better than in August than the data was actually revised higher in recent days. So we got september allergy crossings up to about twenty six percent of free war levels and a and much Better from the single digits that we saw in August. 

发言人1   08:53
And we assume that this adaptation, this improvement continues very gradually so that we get to two thirds of Normal by AM january or so. And if you have that assumption, then the size of the of the problem in the winter in europe is manageable. And you could even prize about ten percent below where we are right now. 

发言人1   09:18
So you could Price at around seventy year SA make one hour through you for and that's enough to blood that whole, that's enough to manage inventories because remember, the underlying assumption is that supply of being proving, uh, through q one. So in q one, your Prices could actually be even lower. We think in the mid forties, eos, and I go with hour now, the problem arises when you think, well, maybe the supplied option is slower than when you expect or maybe he doesn't progress further at all. 

发言人1   09:49
So we have to entertain in the possibility that a middle supply is a lot lower than what we expect. And if you face that scenario where middle supplies days at twenty five percent of Normal or lower during the whole of winter, then your depth IT in europe for the season is a lot bigger. And that means that you need to destroy lot more than them. 

发言人1   10:12
And I just takes higher Prices to do that. We estimate that T, T, F, in that case, would need to rise above a hundred years old. And I go with hour to generate that kind of demand destruction. 

发言人1   10:23
And you know, you asking how we get to one hundred and fifty? Well, if you pair this relatively low middle supplies scenario, say AA one hundred deviation, colder than average winter in north to shera, there you have IT. Then the size of the whole you need to plug is that much larger anyway, up having to rally even more. 

发言人1   10:44
That demand destruction we've observed over this year would suggest that he would take Prices towards one hundred and fifty years and make an hour, by the way, this would leave Allen g Prices in asia at about at about fifty dollars and im be to you to generate that the main destruction and allow even more allergic cargos to come to europe and help manage the winter. So that's how you get there. thanks. 

发言人1   11:09
And and how do you see the risks around our all forecast? And what are the implications of the GAG seven days release for refined products? Yeah, sure. So let's start with the base case for brand. 

发言人1   11:24
We do expect brand to and the year around eighty five dollars a year, but this view is predicated on the assumption that the supply that fiction that I references ced earlier continues on the oil side. And again, to be fair, this has happened. We saw uh, towards late september, oil flows from the person golf already above free war levels. 

发言人1   11:49
Over the past few days, they have come off a little bit, but they are still very close to a hundred percent of Normal, just shy of that number in uh in in in your own track from a supply perspective to to essentially take Prices lower. But what we have noticed that the risk premium is still persistent, and this is what keeping Prices as high as they are. And this is consistent with what we have flag that the biggest upside rest to our Price forecast, which is military escalation tion that could result in infrastructure damage. 

发言人1   12:26
So I think this is what's holding Prices as high as they are. If we could have a sustained period of those, uh, very elevated flows continuing with no meaningful escalation, then we think that risk premium could gradually drop off. But for now, with so many headlines of potential attacks, potential escalation tion, that risk premium has been somewhat persistent under a scenario of of infrastructure damage. 

发言人1   12:55
Anything that could lower those volumes on a persistent basis into next year, we could see in that scenario Prices gradually rising towards one hundred twenty dollars a barrow uh into the middle of of next year. So the risk is definitely there. And it's it's really dependent on whether we have infrastructure damage, whether we have um uh uh a reversal of the improvement that we have seen in supply. 

发言人1   13:23
Now on the product side, uh, we have flag that h refine products are a lot title then uh, crude oil baLances in DO. In particular, right? And what we've had is not necessarily a disease release yet. 

发言人1   13:39
In europe, we have had a release announcement, and I think this is something that, that the market has been a little bit skeptical about. We did see an initial cell of a immediately after the announcement, but the the details around the release, I think, have been less clear than what the market would have liked. And we've seen that in the Price section with Prices rebounding just a few days after the announcement and more recently, over the last few days, of course, you have this a hurricane in the U. 

发言人1   14:13
S. Golf course approaching land. And there is a lot of concern that this is going. 

发言人1   14:17
To um halt refining activity uh for for a little bit to damaging the US. Ability to produce an export. Uh these even if temporarily. 

发言人1   14:29
So this has taken decel Prices right back up uh towards two hundred dollars a barrel in europe. Thanks, and we'll move on now to um equities with timo achieve asia pacific regional equity strategist tim. Thanks for thanks for joining us on the call. 

发言人1   14:47
So msci x asia acidic extra pan is down from its taking june. Um the question is, are you still bullish on asian equities from here? And what levels are you targeting? 

发言人1   15:00
The one word answer is that we all stablished, but of course are nuisance around that. And I think the best way to describe IT, which is actually the title presentation we just made, is recently constructive. But tactically, some went more wary. 

发言人1   15:16
And the reason for that is not to equivalent, but just to observe that from a monger term, fundamental or strategic perspective, I think there are very sound reasons for being positive. briefly. Those would be number one, that the macro environment is, I guess, we call IT pretty good, particular the the growth environment much more fundamentally and importantly, is that earnings are coming through in a very robust manner. 

发言人1   15:47
This is true globally, by the way, but is particularly true in asia, where we're looking at for the msi asia pacific japan index, seventy two percent increase in earnings this year and then a further twenty three percent uh, next year. Now that's, of course, heavily driven by the AI hardware focus markets of korean, taiwan. If you take those out, you're talking more like mid or or low double digit, but still perfectly credible and good and a significant improvement from the extended period of support profit delivery, which asia deliver between twenty eleven and twenty twenty five. 

发言人1   16:28
So earnings coming through, that's that's number two. Number three, valuations are either reasonable mid cycle to somewhat cheap to very cheap in the case of korea and a few of the other smaller markets are also china offshore. And so if you look at them either in absolute terms or eligibly growth, valuations are are, are compelling and attractive for most of the region. 

发言人1   16:52
And then the fourth point is that we have seen some bread d risking following the cell off that we saw in july and shopping markets since then. So decent macro, excEllent earnings, attractive valuation and though and mother positioning, I think, means that you have to stay on the constructive side for the region. Now on the shorter term perspective, I think it's important to know that they've been a number of microphone winds which have emerged. 

发言人1   17:18
The most important one, of course, is a backup in the U. S. uh. Bond market. And the increase in bond yells, we seen uh, pretty much across the board or certainly developed markets. And for all these reasons, that's an appetite ent. I just give you one take away here, which is that when you have anything more than a two certification move in the s treasury year nominal and a little bit, uh, maybe look at lesson to certifications in real. You typically you get some sort of correction in markets may not be deep, but they they tend to sell off somewhere in today's terms. 

发言人1   17:50
Uh, two certification moves about fifty basis points, and we had bad and more in the last month from roughly four seven the start of september to roughly five thirty now so the point here is that the back of a bondel to something which is clearly heading for markets. So there's number one. Number two, the increase in oil Prices and the resumption of of of canadian can change in in the gulf between the U. 

发言人1   18:13
S. And iran. IT clearly raises gip lizer risk oil Prices that something ages typically sensitive to. 

发言人1   18:19
Then of course, of the upcoming U. S. Mitral elections where none of the U. S. But also asia tends at least the past, to trade so much choppy to down into elections before then getting into a easily more positive, uh, part of the part of year after that. 

发言人1   18:33
So we put all together, I think there's reasons why markets are on the choppy side to down right now. But looking through that, we remain strategically constructive. And to put a number on that, we have on the top of the you met twenty percent upside for the region. 

发言人1   18:47
Now that's heavily driven by korea and taiwan, but even you trip those markets out looking at about thirty, forty percent outside. And then of course, you guess a decent bin al lapp of that. So now that's really our story for uh, the the view of the edge. 

发言人1   19:00
Thanks you. I must have drill down one level. How are you thinking about the interregional disparity in performance across asia? And where do you see the most upside potential? This is a critical issue that you've touched down, and we're just done a detailed paper on this, which is entitled investing in a differentiated asia. 

发言人1   19:21
And the point is that it's increasingly irrelevant to talk about what you view is on em as NASA class or asia as asa class because the region is just so different uh, within itself. And they give a couple of numbers on that. We've got AAAA shift in the in the market leadership in the region where country and I wanna half the market cap previously, china at its peak was forty percent. 

发言人1   19:48
China down down to twenty percent. India was recently about twenty percent of the mission cap. Now it's now it's eleven. 

发言人1   19:54
So you've see the verse unification shift in the index rating by market. You seen a similar shift where tech is now overtaken finance, which previously for three decades was a larger sector. Now info tech take hardware is a logical sector, uh, and you see very significant performance different. 

发言人1   20:11
So this year, korea in dollar terms is close to hundred percent. Where is internews down forty percent? This is in nine months, we're seen one hundred and forty percent difference in performance and sectoral hard tech is up eighty to ninety percent and communication services, which includes some of the other names, is down about twenty five percent. 

发言人1   20:30
So you just seem very, very extensive performance difference. And I think that requires a much more specific and an an active orientation toward investing the region compared to just buying a large regional index, a benchmark. So that said, really, our view is to go where we think the earnings are being delivered. 

发言人1   20:49
And IT turns out that, that still, we think, in our view, is going to come in the north asian more AI orated markets that would korea, who would include taiwan, japan and then to uh, a decent extent, china, asia, the onshore asia market. And so that's really where, if you look at our index targets, we have the most upside for korea because it's got sold down lot. And you the song of journals growth, I know this push back. 

发言人1   21:13
We don't time to go into in this call about the extent generation every cycle. We're in the longer and stronger camp. Uh, and therefore, we think that korea is underPriced the likely to duration of the memory cycle, and that was some other reasons, gives us confidence that korea can can recover for nightly tly in the next twelve months. 

发言人1   21:32
We also find a very good called twenty percent on upside for taiwan, not quite that for japan. And I think goes to be the areas that we would prefer to focus ah the last point to make is that they increasingly we need to think about investing in the region, not only from a your traditional cartesian coordinate of market sector, but also you need to think thematically. And in addition to the AI theme, we really like the power theme, but like the theme of defend spending, like the theme of how asia can play in from a supply change perspective to the theme of USR. 

发言人1   22:05
industrializing. And then to baLance out that perhaps more higher beta, higher return part of portfolio with very much would advocate the team of improving shareholder of returns, which is a thing we see in japan, korea, china, singapore just to me, uh, those markets, thanks, are going to hand over to lead for her part of gold. Just to reminder that lea is one about partners in investment banking. 

发言人1   22:30
thanks. I am just a reminder that i'm on the private side of the firm. I won't be sharing any MM, P. I, and i'm not solved and recommending any investors take any action also know that the views expressed by my guess are theirs and not the views of a western banking. 

发言人1   22:44
And with that, i'd like to welcome Albert ramas are cheap lam economist under the call about to what are your taking away from the first round elections in brazil? What a pulls in history suggest on the potential for a little of five back and what policy agendas are in focus? Quite, quite an election, right? A very significant surprise to the market concerns and what to the polls were indicating, uh, the conservative candidate for barrow is significantly Better than expected. Uh, but the surprise, you know at several dimensions to IT I think the polls predicted reasonable well the support for the incumbent president ruler ah but h and predicted the support for the conservative candidate by around four percentage points. I think the market would have already done monday morning at love you both on other come within one to one and half percentage points behind lulu because there was expectation that would be a small enough margin uh, for flow view to eventually preventing the run off. 

发言人1   23:40
Uh, what happened is that they the fly, actually they might having in the first one by almost two percentage points and IT still likely to benefit from vote transfer from a group of four conservative, no competitive candidates that did not make IT to the second round, but together got around eight percentage points of the vote, so can easily pick another two percent tage points from that pool uh which makes him the dearly favorite twin uh but what the market like is not just you know for you the extremely well and is not the favorite to in the election. But there was a little bit of a conservative wave that swept the country. The conservative candidates, the propose on other candidates also did well in the gobal atrial races. 

发言人1   24:21
They went, you know, several h gobal authorial offices and also in the lower house in the senate and the writing forces and center right political parties, you know, did quite well, in particular boss on our SPL party, uh, that is now the is now the largest bench in the senate with more than thirty percent of the seats and about twenty percent of the seats in the lower house. And if you pull together the other right wing parties and center right political parties, uh you will have close to sixty percent of the vote in the senate uh and also a substantial representations in the lower house. So therefore, you know there was a surprise that five years now the favorite and also because of the dynamics in the lower house and the senate, that we will probably have decent governability conditions that will have, uh, a congress that we'll probably speak the same language and that would allow. 

发言人1   25:10
Uh, fly was so not, of course, if we win the election three weeks for now, uh, to implement is agenda is face vision. You know congress will not be a political uh, constraint on its policy initiatives. Uh, can the race still be turned around? Violence, of course. He came right there, still three weeks to go, and he came down. He came behind just by two percentage points and can be done. 

发言人1   25:33
Uh but odds are not favoring a president lula because in recent history, over the last twenty ty five years, the candidate that won the first run always won the run off so is never seen literally come back from being the runner up to eventually winning the election at the presidential level but let me just you know remind that this has been a particularly dirty campaign with a lot of uh, political scandals. You know nothing guaranteed that are not other scandals in the pipeline that will be revealed over the coming days. And he could eventually uh tarisa and and the capital will bit a bit or five also, nobody knows if it's happened or not. 

发言人1   26:10
And the second one is that the government is not being shy of adopting proper measures. Head of the election and using the budget uh and the powers of income ency uh to announce things that have a popular appeal that could eventually also ended a few votes. Uh, we have the first ball for the world of released this morning and shows for flaws, not away, the six point lid h basically fifty three to forty seven. 

发言人1   26:34
So he's position and also over the last few days, uh, he was able to get the very valuable endorsements from the elected governors uh and also uh from a couple of the candidates that did not make IT to the run off and also for a number of very relevant uh centrist political parties uh that were neutral uh h up to the first round and now they're basically formally endorsing ing, 付so is a good a good position。Nothing you know is really decided until you know people vote again or OK over the twenty five. But I think you know the market liked IT and sees fly you as the clear favorite with probably significant government uh governability conditions. 

发言人1   27:15
What are what policy agendas are in focus first and for most what investors care is really a fiscal policy. Know the fiscal is the weakest micro fundamental uh of the brazilian economy. Uh and over the last four years, there was a very significant turning of the physical baseline and the president ruler the that to GDP increase finances is too high, eighty three percent of GDP, uh, the death dynamics are steel, clearly divergence. 

发言人1   27:42
So we need uh, fiscal regime shift and the current adminstration probably lacks the credibility to promise that file also not h is surrounded by people that understand the urgency of promoting a fiscal adjustment. But as you can imagine, he has not been very clear, very specific or exactly. Is gona do the physical adjustment? Never been some numbers thrown out. 

发言人1   28:01
There are one point five percent of G, D, P, two percent of G, DP, to fifty billion of physical adjustment. These things is yourself them done, as you can imagine? Uh, also, uh, it's understandable that no one really campaigns on promising cuts in spending because that's not a popular issue. 

发言人1   28:18
So usually they hide their cards. And during the campaign, I know I think the market believes that there will be a more credible injured to do a fiscal adjustment. And what I would expect the fly viability and arrogates to be elected is that you will deliver a gradual multiyear adjustments. 

发言人1   28:33
So we don't really need two to two and half percent of GDP deliver in the first time first because IT is difficult. But if there, the measures are incredible and we go into an incremental approach where the improvement is one to win a hour percent of GDP. In the first year and then you build on that. 

发言人1   28:48
I think the market will give them the benefit of the door and will be tolerant, you know, is saying all things go. I'm not particularly a big friend of gradual adjustments. We saw a fatal experiment in the tina or not a long time ago, but it's a good stuff. 

发言人1   29:02
I think I expect a decisive step in the right direction. But you're not gonna slide the physical problem right in the first year. Thanks, Alberta. 

发言人1   29:09
How would you expect essential brain to react in the base case of some financial adjustment following a flavia win? What is the way across for other asset classes as well? sure. I mean, those absolutely no doubt that if you have a fiscal adjustment at degrees of freedom for the central bank to retaliate, ate policy and approach neutral at the fest pace, uh, the policy rate is very restrictive, right, for good reasons. Uh, and uh one of the reasons is that inflation expectations are an anger. 

发言人1   29:39
Fiscal policies lose, uh, and inflation is still is still quite chAllenging, uh, after the election, uh, we have seen a significant repricing of assets and what matters for the bank is with premium and exchange rate and those are inputs into the model. Uh, so if he observe, you know, the continuation of these dynamics of a stronger currency and the credible promise of building a strong physical ones anchor, the central bank can cut deeper and can eventually make IT from loaded. I can accelerate thEpace. 

发言人1   30:11
I don't think that's gonna en in the very short term because of the chAllenges still presented by inflation and the central bank forecast and where inflation expectations are uh and the potential impact of the continuation of high oil Prices and knocking on the door also the in new. But you know that does not mean that the central bank has to stop easy. I think they will do IT. 

发言人1   30:33
I think they will be conservative and defensive over the next two or three meetings. And then depending on the credibility and uh you know the death of uh the fiscal adjustment that for you if you wins the election, of course, uh the livers and you you see, uh what do you expect, uh, credible fiscal anker to be formed, I think and they they can accelerate thEpace and eventually got to a lower level than the alternative. If if president collar managers to uh a surprising win the election, I think now they will be more complicated for the central bank uh to you know push the policy rate much a much lower across assets, uh I think is blue. 

发言人1   31:14
So across uh h equities in particular, uh because uh the fiscal adjustment you know may actually be good for the economy because he leaves the animal spirit. Its if you know address is uh a key problem, uh that without this premier across the curve. So in a way kind of easy financial conditions, uh, that should support the equities and the outlook for you know a brighter you know a bright future and significant capital inflows I think people were under and they will be to local equities, uh, the value of the interest curves in the amount of prey is raving a lot over the last few days. 

发言人1   31:49
Uh, real rates also you know we see also that uh that moving to more uh moderate levels uh and then the policy rate, of course, the central bank we just discussed that that uh, if you see Better policies and by the way, let me just said, I just thought that uh, flag you could bring to the plate Better physical strategy is also like policies in general. More market fend, the less government intervention and then I am talking about the way the uh state OLED companies are managed and and Operate the public banks and the regulatory framework. So we'd expect them more market friendly road investment type of policies beyond the fiscal. 

发言人1   32:26
But of course, first and foremost, the main problem is the fiscal thanks, Alberto. I now like to welcome AManda inm, our chief credit tragic, under the call. AManda, what is your expected path for the dollar ero credit spreads throughout under the year? And what are the key risk for IT that you think we should be monitoring? Thanks so much for having me as we are thinking about the credit market through year, and there's a bit of a by vacation between the path for spread. 

发言人1   32:54
So to frame IT, the wiving that we've seen over the past several weeks have brought us quickly to our forecast for three q of twenty twenty six. So where we finish the end of the third quarter was pretty consistent with our existing expectations. As we look into the end of the year, our point forecasts actually call for us to let land slightly tighter than our current levels, but this largely reflects the typical seasonal slowdown of issues that we generally see in late december. 

发言人1   33:27
Between now and early december, however, we do see scope for a chop your path, uh, especially in the europe market where we are expecting some additional widening and really the the frame of reference that we've used for these markets for the U. S. Dollar market, we think the march twenty, twenty six levels could be kind of AA decent guide in a risk off scenario. 

发言人1   33:50
And then in the euro market or using the April twenty, twenty five levels, so would incorporates some additional widening from the current data point. But then as we get at the end of the year, I think we will just have some technical support. Given the slowdown and issuance, there are a few key risks to monitor, and these have been the same risks that caused us to overshoot our a targets into the fourth quarter already. 

发言人1   34:14
And I think that's what's keeping spreads a bit elevated again, especially in europe. The first and foremost only rates volatility, which I know we will discuss later. The second is supply in digestion, which is largely a us dollar market, uh, constraint with the AI related financing. 

发言人1   34:32
But importantly, we do expect the european market to generate more AI related issues in the coming quarters. And so that's also going to be a sign post to watch in that market. Of course, the fiscal backdrop, europe is also a key consideration. 

发言人1   34:46
Again, that's some shopping ness and spreads already. And then finally, I would find the commodity, those as europeans and to the winter months, specifically the risk that there would be a disruption in the straight for moves or prolong ged additional disruption. Thanks, AManda. So you've discuss how elevated rates have been a technical tellin for credit spreads for much of the last few years, keeping president a very tight range. 

发言人1   35:10
What is the rise of the elevated rates and rate wall backdrop shifts to a headwind for credit performance? And what areas of credit are most vulnerable in your view, right? Rates fall increasing, I think, is probably the key risk for credit spreads at least over the medium term. And the reason for that is that in present rates, volatility would reduce the confidence of yellow based investors to deploy in our market. 

发言人1   35:37
And as you well know and and pointed out, that's been a key anchor for credit spreads not just recently but really over the past few years, especially for the investment great market because a lot of that field based demand from insurance companies, for example, has been targeted towards the higher and of the rating spectrum. As IT relates to what pockets of the market are most vulnerable from higher rates in generals or not just the rates volatility, I would highly some of the areas that we need to be the left tales of the market. So first and foremost, s would be capital struck. 

发言人1   36:12
请关注公众号思维纪要社，更多纪要请加VCN20210130s that were formed during an ultra low rate environment of twenty twenty three，twenty twenty two, really before the central bank. Great hikes. Yan, an earnest. 

发言人1   36:28
And importantly, this was a period of peak evaluations and elevated activity, especially for the software sector. And IT was before the potential risk of AI related disintermediation could be fully underwritten in the in the software process. And so that would be something to flag that relevant for both the broadly syndicated leverage long market and the private credit market because both of those markets have pretty meaningful exposure to the software sector. 

发言人1   36:56
The other key pocket of the market that we are watching is really in the high yield market around the triple c cohort of borrowers. And here, it's relevant because these borrowers already have really stretched financial uh that drops and and limited financial cushions to absorb higher death service cost. I'll give you one example. 

发言人1   37:18
If you look at trimmed mean interest coverage for US. Triple ties in aggregate is already below one time. It's around point eight times using the blubb data. So just by definition, these companies have very little legal room to absorb hier, get service cost. And then I would say more broadly, higher rates are just in unwelcome development for the refinancing wall that is approaching here too. 

发言人1   37:43
This is most relevant for kind of the lower rated subset of the credit markets, specifically for software refinancing, but IT in sectors that are facing secular chAllenges like cable satellite, for example, or maybe some consumer pockets of the market that are focused on the lower income consumer. Just higher rates are just another kind of headwind that these firms will need to navigate. So in general, the impact of its volatility has a couple of implications. 

发言人1   38:11
One is just the the technical Taylor and that's been in place for the past few years that could fade as rates volatility increases as demand might step back due to a lack of confidence to deploy. And then just the more generic general fundamental impact of pressuring interest sensitive businesses is also on our reader. Last question for AManda. 

发言人1   38:32
How are we tracking on the multi year AI related financing cycle? What is left to do in twenty twenty six and what are your expectations for twenty twenty seven and bond? This is the key theme, I think that cross asset investors really want to talk about, and it's how we are framing the progress along this multi year issue and cycle. 

发言人1   38:50
And if I had to summer up, our expectation, at least as a relates to the hyper scale issuance, is that the bulk of the issuance is likely done for twenty twenty six. To put this in context, we were expecting two hundred and fifty billion of growth ig global issues from the hyper scale directly issued from them. We've had two hundred and thirty billion so far this year. 

发言人1   39:12
The risks may be to the upside that we that we exceed that two hundred and fifty billion dollar forecast. But I think just given thEpace of issuance, the in some incentive, uh, repeated uh tapes of the market that we've seen already this year, we feel pretty comfortable that the bulk of that is behind us at least as a relates to the direct issues from the hyper scales. And that would exclude the project anything for twenty, twenty seven, though we are expecting a pre material acceleration. 

发言人1   39:39
So we're pencilling in four hundred and twenty billion of direct global IG rated issues from the hyper scale as next year, again, that would represent a meaningful increase from our two hundred and fifty billion dollar forecasts for all of twenty twenty six. And then on top of that, we're expecting three hundred billion of project finance issuance. So this would be issue once from special purpose vehicles for data centers and chip financings. 

发言人1   40:04
And again, the risks are pretty clearly secured to the upside. And given what we've seen already kind of reported in the press and just thEpace of issue and so far importantly, this also doesn't capture the entire AI ecosystem. If you look at the over six hundred billion of global AI related developments that we've tracked so far in twenty twenty six, hyper scales and project finance combined represent only about sixty percent of that. 

发言人1   40:31
So just over half, meaning they're still a lot of other issue is that are coming to the market that are definitely AI related, but they're just not categorized as hyper scales or they're not categorized as project finance. So that really underscores the importance of diversification and credit just given the sale and scope of this AI related supply and IT also underscores that the kind of navigation that our investors are doing in tracking all of the different AI exposure across markets. And so that actually, credit and private markets, the key of view from our side is that we are not concerned about access to capital for the AI theme, but we do expect a range of markets and structures and currencies to participate in this. 

发言人1   41:17
And we also expect more nuances conversations around fair exactly to take this risk and at what Price as the multi AA issue and cycle extends. Thanks, AManda. I now like to welcome steep concerning our co head of our financial institutions group and ima onto the call. 

发言人1   41:34
See banks for joining us. So we had our annual printed conference in london this week, talk us through some of the key takest for that. What was top of mind? yeah. 

发言人1   41:44
Finally, we had a great conference. We had over four hundred and ten days in the building. So was a pararuma of interest in the fin tax space that is as many as we have ever had for this conference. 

发言人1   41:54
Over the last five years or so, we had different types of percent ers. We have found the C. T. M. Heads of the early stage investors, late stage investors and all sectors represented from digital assets to B2Be payments to merge, acquiring to wealth management. 

发言人1   42:11
And more key takeaway for our listeners today coming out of the conference was firstly, Operating perform and slightly more chAllenged. This was generally a good year. The top line growth not as good as last year yeah, given the various micro o headwinds that everybody is facing right now. 

发言人1   42:29
Universal acceptance that AI was gonna a game changer. But on the cost on the revenue side, we actually have a lot of debate around the importance of vertical specific knowledge still being critical. Basically, the fundamental debate that the best tech is gonna be most powerful in the hands of those who have the best industry experts. 

发言人1   42:52
And now everything is going to a collapse down to the general case. So we have lot, lots of form with that one. Lots of good analogies are also given fin tech. 

发言人1   43:01
Obviously, all all boils down to move in money. At the end of the day, we have a lot of discussion around psychological and behavioral barriers to a gentle adoption in fin tech. So for example, today, AC fo concern thousands of payments at once using a biometric film print. 

发言人1   43:21
So it's already pretty safe, already digital, already low friction. You know, will that CFO really let go of that physical participation in the flows and allow an agent to do IT? Um so we have a lot of debate around that and how that may be similar or different for in tech relevant to other tech verticals. 

发言人1   43:41
And then finally, a lot of focus in a positive way around the regulatory motes that fin tax in joy relative to other tech businesses in a world where data is abundant and having that regulatory rapper around data enables IT to be you know very long data series is from landing um or engagement with consumers or SBS around financial services have real value um even in a world of ai agent KI thanks, Steve. And then just moving to the capital markets and emini activity. What do you see is, is some of the outlook for for that for these businesses? yes. 

发言人1   44:24
So obviously, were in an IPO market where is dominated by very, very large companies, taken up all of the oxygen. And that really comes after a period for the IPO market where it's just been less attractive for earlier stage companies. The definition of scale has increased the focus of the market on you know near return beat and raises when reporting results, I think has really made IPO s less attractive um to some businesses. 

发言人1   44:54
Send me in the earlier stages of their life cycle. So what we discuss a lot of the conference was an expectation that there will be more eminent. You know, some of that will be driven by just trying to achieve scale more quickly. Some of that will be driven by the importance of regulatory licenses and how long you can take to get a donovan license in the new market and therefore, acquiring businesses with licenses. 

发言人1   45:19
Um was a quicker way to do IT and further enforce your your most and actually maybe more positive commentary than many thought just about to the death than availability of capital in the private market and that obviously a lot more secondary transactions, a lot more willingness of private investors to fund other employee share sales um or or capable transition share sales. And I think all of that pointon really to a feeling that an IPO was not necessarily the inevitable destination for all tech companies, certainly in the earliest stages of the life cycle in a way that you may have been in the past. Thanks, Steve, and I like to handle back to adam. 

发言人1   46:03
Thanks, lia. Thanks, Stephen. Thanks to all our speakers this week, and thanks is always to our clients for joining us. We will be back next weekend with another GS. We can micro O. 
