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FX Daily Snapshot

No end in sight as fixed income selling
continues

24t September 2026

USD: Higher US yields across the curve helps the dollar

The US dollar has advanced further with the sell-off in US fixed income leading the
way for global bond markets. A number of factors came together to reinforce the recent
negative sentiment. The move has the hallmarks of a pain trade and forced selling by
investors at these more elevated levels and could have further to run. The jump in the
2-year this month is now around 60bps, close to surpassing the scale of the move in
March following the start of the conflict. That remains a factor in this sell-off as well and
Brent crude oil is up close to 6% from the lows yesterday. The speech by President
Pezeshkian of Iran at the UN yesterday did not suggest prospects for imminent peace
were good. There has also been a notable pick-up in reports that the US administration
will soon announce an export ban on diesel. This would likely lead to further rises in
diesel on international markets and could also lift gasoline prices in the US with the
surplus diesel in the US causing crude oil refiners to cut production of not just diesel
but gasoline as well.

The worsening fixed income sentiment was reinforced by a poor 5-year UST bond
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auction yesterday. The USD 70bn worth of bonds sold at a yield of 5.033%, the highest
level since June 2006. The bid-to-cover was 2.21, lower than the 6mth average of 2.33.
The 10-year yield had its biggest increase since the turmoil following the Liberation
Day tariffs.

The incoming data also hasn’t helped reverse the worsening sentiment. Both the
Manufacturing and Services PMIs for September surged which will encourage the Fed
to maintain the current hawkish rhetoric. The strength wasn’t US specific either with
the data stronger than expected in Europe as well. The Global Composite PMI
increased to 58.4 in September, the highest level since July 2021. Fed Governor Barr
spoke yesterday stating that “further policy adjustments are likely to be needed” adding
to the wave of hawkish comments this week.

Japan returned after a three-day vacation with USD/JPY higher and having fully
retraced the drop triggered by reports that Japan checked rates. Finance Minister
Katayama stated today that “FX principles remained intact following joint intervention”
suggesting further action could be taken if USD/JPY retraces back to the 160-level.

The focus today will be on the Trump/Xi summit and in particular on what may be
agreed in terms of guardrails on Al going forward. But for FX the moves in fixed income
will remain key. The losses being suffered by investors, in particular amongst fast
money accounts could start to have repercussions for the broader market as investors
look to offset these losses by closing out other profitable positions. That leaves FX
more vulnerable to a carry unwind given how well these trades have done in this
incredible low FX vol environment. Periods of low FX volatility always end with a bang
and current market conditions are certainly consistent with an increased risk of that
scenario materialising. High yielders across EM would suffer most while the yen and
Swiss franc would outperform.

OAT/BUND SPREAD WIDENING IS ADDING TO NEGATIVE EUR SENTIMENT
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EUR: OAT/Bund spread blowout adds to negative EUR momentum

Yesterday we touched on French and German political risks as factors that could serve
to weigh further on EUR performance and the spotlight yesterday was certainly on
France with the OAT/Bund spread widening out to 110bps, the highest level since 2012
during the euro-zone debt crisis. Has anything changed to explain this spread
widening? In France specifically, no, not really. The elections are still happening in
April 2027 and there remains a consensus that Marine Le Pen and RN will win the
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election. That brings with it increased uncertainties of course but there hasn’t been any
recent development to intensify those uncertainties. This to us is simply an illustration
of the worsening global fixed income sentiment. Global investors are selling duration,
and this global backdrop is forcing a higher level of risk aversion that sees fixed income
markets with the greatest risks performing worse. There was a ratings downgrade over
the weekend from a smaller ratings agency — Scope — but that cut merely brough its
rating in line with S&P and Fitch at A+. S&P and Fitch both confirmed a stable outlook
earlier this year (May and August respectively).

Parliament reopened this week which may be a factor in fiscal risks returning to the
fore in France and there are clear risks of problems in getting the 2027 budget passed.
There is a EUR 54bn fiscal consolidation implied in the plan to bring the budget deficit
down to 5.0% of GDP, down from a deficit of 5.4% this year, which was revised up
from 5.0% due to weaker GDP growth. Whether the budget passes will be very much
down to the approach taken by Marine Le Pen. There has been mixed messaging from
RN but it is certainly feasible that RN’s preference will be to avoid any financial market
turmoil ahead of the French election next year. Marine Le Pen has stated that she
would prefer a “flawed” full budget over a Special Law version.

However this plays out over the coming weeks what is clear is that the global fixed
income backdrop makes the market risks around the budget that much greater. As a
result, downside risks for the euro will continue. It was notable yesterday that on a day
in which the advance PMIs were stronger than expected EUR/USD continued to slide.
The 38.2% retracement support level from the move higher in EUR/USD from the
February 2025 low to the January 2026 high comes in at 1.1340 and that to us is the
next key support. A test and breach of that level would likely see the move lower in
EUR/USD extend into a 1.10-1.12 range.

KEY RELEASES AND EVENTS

Country BST Indicator/Event Consensus Previous
EZ 08:15 ECB's Schnabel Speaks - - - I
CH 08:30 SNB Interest Rate Decision (Q3) 0.00% 0.00% m
CH 08:30 SNB Monetary Policy Assessment - - - m
GE 09:00 German Ifo Business Climate Index (Sep) 89.1 88.8 m
NO 09:00 Interest Rate Decision - 4.50% 4.25% m
us 09:10 FOMC Member Williams Speaks - - - m
CH 09:30 SNB Press Conference - - - m
UK 10:30 BoE MPC Member Dhingra Speaks - - - I
us 13:30 Initial Jobless Claims - 201K 196K I
us 13:30 Current Account (Q2) -258.0B -226.8B I
us 13:30 Building Permits (Aug) 1.394M 1.433M 1
CA 13:30 Retail Sales (MoM) (Jul) -0.8% 0.6% 1l
CA 13:30 Core Retail Sales (MoM) (Jul) -0.5% 0.5% 1
GB 14:30 BoE Breeden Speaks - - - m
us 15:00 New Home Sales (Aug) 615K 607K I

Source: Bloomberg & Investing.com
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9) MUBK'’s Singapore branch is licensed as a bank by the Monetary Authority of Singapore under the Banking Act of Singapore, an exempted capital markets
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GENERAL DISCLAIMERS

This report is for information purposes only and should not be construed as investment research (as defined under regulatory rules of the United Kingdom and the
European Economic Area) or a solicitation of any offer to buy or sell any security, commodity, futures contract or related derivative (hereafter “instrument”) or to
participate in any trading strategy. This report does not constitute a personal recommendation and does not take into account the individual financial circumstances,
needs or objectives of the recipients. Recipients should therefore seek their own financial, legal, tax or other advice before deciding to invest in any of the instruments
mentioned in this report.

Certain information contained in this report has been obtained or derived from third party sources and such information is believed to be correct and reliable but has
not been independently verified. MUBK and MUFG Securities do not make any guarantee, representation, warranty or undertaking, express or implied, as to the
fairness, accuracy, reliability, completeness, adequacy or appropriateness of any information or comments contained in this report. Furthermore, the information may
not be current due to, among other things, changes in the financial markets or economic environment. MUBK and MUFG Securities has no obligation to update any
such information contained in this report.

The information contained in this report may contain forward-looking information (“FLI”). FLI is information regarding possible events, conditions, or results of operations
that is based on assumptions about future economic conditions and courses of action and may be presented as either a forecast or a projection. This report is not
intended to forecast or predict future events. Past performance is not a guarantee or indication of future results. Upon receipt of this report, each recipient acknowledges
and agrees that any FLI included herein should not be relied upon as a material consideration for any investment decisions taken by the recipient. Recipients should
consult their own legal and financial advisers for additional information. Any prices provided herein (other than those identified as being historical) are indicative only
and do not represent firm quotes as to either price or size.

This report is proprietary to MUBK and MUFG Securities and may not be quoted, circulated or otherwise referred to without our prior written consent. Notwithstanding
this, MUBK and MUFG Securities shall not be liable in any manner whatsoever for any consequences or loss (including but not limited to any direct, indirect or
consequential loss, loss of profits and damages) arising from any reliance on or usage of this report and accepts no legal responsibility to any investor who directly or
indirectly receives this material.

MUBK covers banking business and is responsible for the publication of related research reports. MUFG Securities covers the securities business and is responsible
for the publication of securities related research reports. References to “MUBK” shall be interpreted as a reference only for all matters related to bank products and
references to “MUFG Securities” shall be interpreted as a reference only for all matters related to securities products.

MUBK and/or its directors, officers and employees, from time to time, may have interest and/or underwriting commitment in the relevant securities mentioned herein
or related instruments and/or may have a position or holding in such securities or related instruments as a result of engaging in such transactions. Furthermore, MUBK
may have, or have had a relationship with or may provide or have provided corporate finance or other services to any company mentioned herein.

COUNTRY AND REGION SPECIFIC DISCLAIMERS

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or is located in any locality, state, country or
other jurisdiction where such distribution, publication, availability or use would be contrary to any law, regulation or rule. Each entity and branch within MUFG is subject
to distinct regulatory requirements and certain products and services discussed in this document may not be available in all jurisdictions or to all client types. In this
regard, please note the following jurisdictional specific disclaimers.

Europe Middle East and Africa (EMEA):

. United Kingdom (UK) and the European Economic Area (EEA): This report is only intended for a professional client or eligible counterparty and must not be
passed onto a retail client, as defined under UK and EEA regulatory rules. It does not constitute investment research as those producing this report are not a research
function and therefore this material has not been prepared under conditions designed to promote the independence of investment research including, but not limited
to, the prohibition on dealing ahead of the dissemination of investment research. Under the Market Abuse Regulation (“MAR”) this report is a marketing communication
which may amount to, or include, an investment recommendation and where so there are no plans to update the investment recommendation. Any prices mentioned
in the investment recommendation were prices known by us when the recommendation was prepared. Further UK and EEA disclaimers, disclosures policies and
notices can be found at https://www.mufgemea.com/governance/legal-and-regulatory/, including the Fixed Income and Currency Products Dealing Disclosures, the
Conflicts of Interest Summary Policy and MAR investment recommendation disclosures .

. United Arab Emirates (UAE): This report is only intended for distribution to a professional client or market counterparty as those terms are defined under the
rules of the Dubai Financial Services Authority and only a person meeting the criteria for these terms should act upon this report.

. Qatar: This report is only intended for distribution to a Business Customer or Eligible counterparty as those terms are defined under the rules of the Qatar
Financial Centre Regulatory Authority and only a person meeting the criteria for these terms should act upon this report.

. South Africa: MUSE is permitted to offer and provide financial services to certain categories of sophisticated clients in South Africa under an exemption issued
by the South African Financial Sector Conduct Authority, in terms of the Financial Advisory and Intermediary Services Act, 2002.

The Americas (AMER):

. United States of America: This report, when distributed by MUSA, is intended for Institutional Investors (“Institutional Accounts” as defined by FINRA Rule
4512(c)). When distributed by a non-US affiliate of MUSA, this report is intended for distribution solely to “major U.S. institutional investors” or “U.S. institutional
investors” pursuant to Rule 15a-6 under the U.S. Securities Exchange Act of 1934, as amended. Securities referenced in this report may have been underwritten by
MUSA and/or its affiliates. Nothing in this report should be considered an offer or solicitation of an offer to buy or sell securities or any other financial product or a
commitment of any kind with respect to any transaction.
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IRS Circular 230 Disclosure: MUFG Securities does not provide tax advice. Accordingly, any discussion of U.S. tax matters included herein (including any attachments)
is not intended or written to be used, and cannot be used, in connection with the promotion, marketing or recommendation by anyone not affiliated with MUSA of any
of the matters addressed herein or for the purpose of avoiding U.S. tax-related penalties.

In relation to activites undertaken by MUSE in their capacity of a SD or SBSD, further disclosures and notices can be found at
https://www.mufgemea.com/governance/legal-and-regulatory/.

. Canada: MUSE operates under an International Dealer Exemption and Foreign Derivatives Dealer Exemption from registration within the provinces of Alberta,
British Columbia, Manitoba, Ontario and Québec. MUSA operates under an International Dealer Exemption from registration with the securities regulators in all
Canadian Provinces and Territories. When distributed by MUSE or MUSA, this report is only intended for a “permitted client” as that term is defined under the National
Instrument 31-103 in Canada and is not intended for re-distribution to any other person. When distributed by MUS(CAN), this report is only intended for an “institutional
client” as that term in defined under the CIRO dealer member rules and is not intended for re-distribution to any other person. The information contained herein is not,
and under no circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, or solicitation of an
offer to buy securities described herein, in Canada or any province or territory thereof. Under no circumstance is the information contained herein to be construed as
investment advice in any province or territory of Canada and is not tailored to the needs of the recipient.
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. Hong Kong: Reports produced by MUFG Securities are only intended for distribution to a “professional investor” as that term is defined in the Securities and
Futures Ordinance and should not be passed onto any other person. All enquiries from recipients of this report in Hong Kong must be directed to your usual sales
contact in Hong Kong.

. Singapore: This report is only intended for distribution to an "institutional investor", "accredited investor" or "expert investor" as those terms are defined under
regulation 2 of the Financial Advisers Regulation. It is solely for the use of such investors and shall not be distributed, forwarded, passed on or disseminated to any
other person. Investors should note that, as a result of exemptions that apply when this report is distributed to "accredited investors" and "expert investors", MUBK’s
Singapore branch and MUS(ASIA) Singapore is exempt from complying with certain requirements under the Financial Advisers Act, including section 34 of the Financial
Advisers Act (which requires a financial adviser to disclose all material information on certain investment products), section 36 (which requires a financial adviser to
have a reasonable basis for making recommendations on investments) and section 45 (which requires a financial adviser to disclose any interests that it holds in
securities that it recommends). Please contact your respective financial advisor in Singapore in relation to any matters arising from this report.

. India: (i) MUS(INDIA) does not provide any advice/ recommendation to the prospective investors; (ii) the issuer is solely responsible for the completeness and
accuracy of all information in the memorandum or otherwise provided to investors in connection with the debentures issued; (iii) MUS(INDIA) does not make any
representations or warranties on the creditworthiness of the issuer of the securities, the information provided in the memorandum, or on the adequacy/ sufficiency and
legal validity of the legal documentation or structure; (iv) investors must obtain independent advice in connection with the investment; and (v) MUS(INDIA) does not
owe any duty of care to investors and expressly disclaims all liability.

. Japan: This Note, when distributed by MUFG Securities affiliates located outside of Japan, is intended for distribution in accordance with Article 58-2 of the
Financial Instruments Exchange Act 1948 (“FIEA”) i) to a “Financial Instruments Business Operator” engaged in “Securities-Related Business” as defined in the FIEA
or i) to the government, the Bank of Japan, a qualified financial institution defined in Article 209 of the Cabinet Office Ordinance Concerning Financial Instruments
Business, Etc., or an Investment Manager.

When distributed by Mitsubishi UFJ Morgan Stanley Securities Co., Ltd. (“MUMSS?”), this Note is intended for distribution to a “Professional Investor (tokutei-toushika)”
as defined in the FIEA.

. Australia: This Note is only intended for distribution to persons in Australia who are sophisticated or professional investors for the purposes of section 708 of
the Corporations Act 2001, and are wholesale clients for the purposes of section 761G of the Corporations Act 2001. This Note is not intended to be distributed or
passed on, directly or indirectly, to any other class of persons in Australia. This Note is for informational purposes only, it does not make any recommendations and
should not be relied upon for any investment purposes. For information on how we collect, use, store and secure personal information, please review our Privacy
Policy. MUBK and MUFG Securities have established policies and procedures to identify and manage conflicts of interest to uphold the values of integrity, responsibility,
accountability and trust, and to treat clients fairly. MUBK and MUFG Securities have put in place the following arrangements to prevent conflicts of interest: information
barriers to prevent the unnecessary exchange or misuse of confidential information; segregated deal teams to manage competing interests in a transaction; defined
procedures for dealing with conflicts of interest, including procedures on crossing information barriers; reasonable steps by Compliance to ensure that information
barrier arrangements remain effective and are effectively monitored.

. New Zealand: This Note is only intended for distribution to persons in New Zealand who are wholesale clients as defined in clause 4 of Schedule 5 of the
Financial Markets Conduct Act 2013, or are wholesale investors as defined in clauses 3(2) and 3, and clauses 36(b) of Schedule 1 of the Financial Markets Conduct
Act 2013. This Note is not intended to be distributed or passed on, directly or indirectly, to any other class of persons in New Zealand. For information on how we
collect, use, store and secure personal information, please review our Privacy Policy.

. Thailand: In Thailand, MUSE has a derivatives dealer registration with the Securities and Exchange Commission, Thailand

6 24th September 2026 (.) M U FG


https://www.bk.mufg.jp/global/globalnetwork/asiaoceania/pdf/australian_privacy_policy.pdf
https://www.bk.mufg.jp/global/globalnetwork/asiaoceania/pdf/australian_privacy_policy.pdf
https://www.bk.mufg.jp/global/globalnetwork/asiaoceania/pdf/nz_privacy_policy.pdf

