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the market — G10 & EM
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The FOMC hiked rates, following up on Jackson Hole
The Fed's policy credibility has been restored and the USD is recovering

Relative 2-year rate differentials are rising in The “USD debasement” trade in August is over
support of the DXY
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The euro remains sensitive to relative rates and energy dynamics
French spread risk stayed elevated, while the Eurozone's terms of trade remained

sensitive to renewed gas pressure

French political risk remained elevated well ahead of
the presidential election: France - Germany spread -
Above 2024 high
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Gas-driven terms-of-trade swings remained an

important headwind for the euro
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BoJ disappointed the market — which had flipped to being long JPY

USD-JPY was down in early September due to ...which did not materialise
expectations of a hawkish BoJ...
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Intervention, fiscal risk and GPIF headlines will drive JPY in the near term

USD-JPY is now negatively correlated with long-end yield
differentials, suggesting fiscal concerns for both US and
Japan in the market
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GPIF's allocation to domestic bonds
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KRW: Both trade surplus and equity outflows have become very large

Korea’s basic balance of payments surged in July Equity outflows have been unpredictable and
- the trade surplus widened even further while their relationship with the KRW has also broken
equity outflows suddenly slowed down
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Carry train! - Wider EM

LatAm carry trade - the gift that keeps giving Yield differentials — changes versus 2025
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RMB performance and
nternationalization




From Traditional Policy to e-CNY: how China is shifting RMB ecosystem
Acceleration of global RMB adoption across traditional and digital rails

Traditional Policy Sets the Tone

China’s 15th Five-Year-Plan underscores RMB
internationalisation remains state-led and infrastructure-
first, with emphasis on a risk-controlled cross-border
payments architecture rather than broad capital-account
opening.

PBOC will facilitate the openness of the country's capital
account, develop the offshore RMB markets and
improve the macroprudential management of cross-border
capital flows." The PBoC Q2 2026 China Monetary Policy
Implementation Report suggests greater tolerance for FX
adjustment, further promoting RMB usage.

Global Payments Currency Ranking’

Innovative e-CNY Promotes the Currency

In 2022, Project mBridge launched as a multi-central bank
digital currency (CBDC) platform. Today participating
authorities include HKMA, PBOC, CBUAE, Bank of Thailand,
Saudi Central Bank, and Monetary Authority of Macau.

In 2025, the international operations centre for the
digital RMB was launched in Shanghai, aimed at
advancing the currency’s international adoption,
strengthening financial market services, and supporting
innovation in digital finance.

On 1 Jan 2026, the PBOC formally reclassified the e-CNY
from a digital cash substitute (MO0) into an interest-
bearing deposit (M1).

In June 2026, CBETS (Cross-border e-CNY Transfer Services)

Corporates Behavior Demands Adoption

UsSD |,  51.0%
was launched by PBOC, and 26 financial institutions signed
I 21.8% e
To the rest EUR 21.8% agreements to join the network.
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Journey of RMB SWIFT CIPS.

1.

China Corporates, especially SOEs, start
proactively demand RMB invoicing and
RMB settlement utilizing their strong supply
chain influence.

SWIFT metrics shows RMB accounts for
3.1% of international payments but 8.4% of
trade finance (July 2026) !, consistent with
gradual adoption in settlement and treasury
use.

Though Hong Kong handles 75.7% of
offshore RMB payments ex-China, the UK is
#2 at 6.9%, France and Germany are #5
& #8 at 2.04% & 0.81% respectively’
shows the impact of this currency continues
to grow in Europe .

USD 55.49bn

mBridge total transaction value,
~4000 transactions (inception to
Nov 2025), eCNY is accounted
for over 95% transactions®

SWIFT Global Currency Tracker, 2. HK ICL, 3.China’s yuan settlements hit record, and the Iran conflict is looking like a catalyst — SCMP, 4. Hong Kong's Offshore RMB Market Is Entering a New Phase - Renmin University of China, 5. Fintech News Hong Kong
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https://www.swift.com/products/global-currency-tracker/document-centre
https://www.swift.com/products/global-currency-tracker/document-centre
https://www.hkicl.com.hk/eng/information_centre/statistics_of_clearing_transaction_volume_and_value.php
https://www.scmp.com/economy/global-economy/article/3349516/chinas-yuan-settlements-hit-record-and-iran-conflict-looking-catalyst
https://www.scmp.com/economy/global-economy/article/3349516/chinas-yuan-settlements-hit-record-and-iran-conflict-looking-catalyst
https://www.scmp.com/economy/global-economy/article/3349516/chinas-yuan-settlements-hit-record-and-iran-conflict-looking-catalyst
https://www.chamber.org.hk/en/information/the-bulletin_detail.aspx?id=1696
https://www.chamber.org.hk/en/information/the-bulletin_detail.aspx?id=1696
https://www.chamber.org.hk/en/information/the-bulletin_detail.aspx?id=1696
https://fintechnews.hk/37040/fintechchina/china-digital-yuan-mbridge/

Rapid decline in USD-CNY fixings again recently

Falling USD-CNY fixings despite broad USD strength Rapid pace of RMB appreciation recently is similar to
the months before the Iran war

7.05 - - 103 15% - Annualised chemge USD bn %
7.00 - - 102 _
o/ | -
6.95 - o1 10% A 60
6.90 - v . - 40
- 100 5% - A

6.85 A % - 20
6.80 - _ 0% - 0
6.75 - - % Triangles - net FX sales,. .20
6.70 - - 97 -5% - monthly avg, RHS 40
665 T T T T T T T T 96

JF M A M J J A S A0% - - 60

May-Nov25 Dec25- 1Mar-17Jun  17Jun-  Sep MTD
Fixing Spot USD-CNY Feb26 31Aug

— DXY index, RHS — CFETS RMB index, RHS BCNY fixing [CNHvsUSD mRMBindex [IDXY index

Source: HSBC, Bloomberg

RESTRICTED



Improvement in net FX supply is partly because of importers buying less USD..
amid RMB internationalization

Net FX sales remained robust in August despite stable Importers’ FX purchase ratio has fallen to multi-
fixings that month decade lows as they can now pay more suppliers in
RMB
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Insights from FX volatility markets
Upcoming risk events

G10 Event Risks (Days of Variance)

French pres election first round
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EM Event Risks (Days of Variance)

Brazil Runoff Elections

2026 Brazilian Election
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Insights from FX volatility markets
Risk premium at multi-year lows but markets not complacent

FX vols at 5-year lows Curve steepening and USD skew remain intact
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FX spot market structure
developments




FX Spot Market Structure Developments
G7/ still looked more event-driven in 2026. ECN volumes showed sharper late-July

bursts, suggesting cleaner day-to-day conditions but more concentrated stress

G7 spreads — 2025 vs 2026 bps G7 ECN volumes — 2025 vs 2026 $mm
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FX Spot Market Structure Developments
EM flow looked slightly better supported in 2026 as well. ECN volume peaks were

somewhat higher, even though EM still traded structurally wider than G7/

EM spreads — 2025 vs 2026 bps EM ECN volumes — 2025 vs 2026 $mm
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6.6 10.5k

6 9k

5.4 . 75k
E
- £

g 48 2 e
3 :

E 4.7 § 4.5k

w

&

36 w 3k

3 1.5k

g
=
=

LR .Y b
- - - - B - P \ﬁﬁ\ﬁﬁ\:&ﬁ\ﬁﬁ\ﬁ 0\}\}66-}6
STET QTN N PP A @S GT G o T o AT et T o e 2t & n,. 4, '\ W i::’ & '\} -a\" e o .‘P’R}’ FO 0 2 P P P o P
g Ll @‘ A T o SIS

Source: HSBC, Al Markets

RESTRICTED 19



FX Spot Market Structure Developments

EURUSD

Normalised Net Position — Daily
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Flow by Client Segment - last month vs last 3m
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- Initially, EURUSD appreciation in July saw heavy selling, with flows in mid-August
becoming more aligned with the emergence of the USD debasement narrative

« Better buying of EURUSD below 1.14 in early July, and around the 1.16 level in late
August, with heavy selling between these two notable levels

- Corporates have been consistent buyers of EURUSD, with banks and hedge funds
becoming better buyers in the last month vs last 3 months
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Digital assets
developments




Stablecoin adoption has not surged since Genius Act but this could change

Stablecoin market cap has stalled around $300bn despite GENIUS Act and are still
dominated by USD pegs (due to dominance of crypto trading)

Stablecoin market cap Stablecoin transaction turnover
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Digital Assets: Volume growth points to an increasingly mature asset class.

US BTC ETF cumulative Net Flows over the past 2 years Bitcoin correlation with gold reaches YTD highs as
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Debasement trade regains traction
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Open Questions




Open Questions

1. Why has FX volatility fallen despite heightened geopolitical uncertainty in the Middle East?
Will the US mid-term elections impact the USD?

What does the rise in global long end sovereign yields mean for G10 FX?

What is necessary for a sustained appreciation of the JPY?

What is the significance of Hong Kong in the internationalisation of the RMB?

What holds back the EUR from sustaining a challenge to the USD?

e S L R

How has the Al tech equity rally impacted FX, notably in Asia, but also in Europe? What are the likely
longer-term implications?
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Disclaimer

THE CONTENTS OF THIS DOCUMENT DO NOT COMSTITUTE REGULATORY ADVICE
By accepting this document, the recipient agrees to be baund by the following obligations and limitations.

This doecument has been prepared by HEBC bank ple ("HSBC").

Thizs document is for the exclusive use of the parson 1o whom it is provided by HSBC. The recipient agrees 1o keap confidential at all times this document and information cantainad in it or made available by
HSBEC in connection with it, It should be read in its entirety and shall not be photocopied, reproduced, distributad or disclosed in whole or in part to any other person without tha prior written consemt of HSBC,
nor should any other person act on it, This document is proprietary to HSBC and the recipient agrees on request to return or, if reguested, to destroy this document and all other materials recaread from HSBC
relating to the information contained harein.

The information in this document is derived from sources that have not been independently verified by HSBIC. Except in the case of fraudulent misrepresentation, no responsibility or liability is accepted by HSBC
or by any of its officers, employeas, affiliates or agents in relation to the accuracy, completenass or sufficiency of any information contained harein or any other written or oral information made available by
HSBC in connaction tharewith or any data which any such information ganerates, or for any loss whatsoewvar arising from or in connaction with the use of, or reliancea on, this document and any such liability is
exprassly disclaimad. HSBC gives no undartaking and is undar no obligation o provide the recipient with access 1o any additional information or to update this document or to correct any inacouracias in i
which may become apparant, and it reserves the right, without giving reasons, at any ume and in any respect to amend or terminate the proposalls) described herein, HEBC is not responsible for providing the
recipient with legal, tax or other spacialist advice and the recipient should make its own arrangaments accordingly, The recipient is solely responsible for making its own independent appraisal of and
investigation into the products, investments and transactions referred to in this docurment and should not rely on the information in this document as constituting investment advice.

In particular, but without limitations, no represantation or warranty, express or implied is given as to the achiavement or reascnableness of and no reliance should be placed on, any projections, estimatas,
forecasis, targets, prospects, raturns or other forward-looking statements contained harein. Any such projections, estimates, forecasts, targats, prospacts, returns or other forward-looking statemeants ara not a
reliable indicator of future parformanca. Mothing in this document should ba relied upon as a promise or reprasantation as to the future.

The issue of this document shall not be regarded as creating any form of adwvisory or ather relationship, and HSBC may only be regarded as acting on behalf of the recipient as financial adwviser or othenwise
followeing the execution of an engagement letter on mutually satisfactory terms.

This decument is for information purposes only and does not constitute or form any part of (il any invitation or inducement 1o engage in investment activity, or (i) any offer, solicitation or invitation by HSBC or
any of its officars, employvees or agents for tha sale or purchase of any securities or other investments describad herein.

This documeant is directad onby at, and made only to Professional Clients or Eligible Coumterparties within the meaning of the Markets in Financial Instrumeants Directiea 20040359EC ("MIFID™) together, the
“Relevant Cliants™) and is not intended for distribution to, or use by Retail Clients, Any person who is not a Relevant Client should not act or rely on this documeant or any of its contents, This document also is
not intended for distribution to, or use by, any person or entity in any junsdiction or country where such distribution would be contrary to law or regulation.

The foregoing does not exclude or restrict any obligation that HSBC may have under the rules of the FCA, or any liability that it may incur under the FCA Rules or the Financial Services and Markets Act 2000 (or
any amendment thereof} for breach of any such obligation.

HSBC Bank plo

is authorised by the Prudantial Regulation Authority and regulated by the Financial Conduct Authority and the Prudantial Ragulation Authority
Registered in England Mo, 14253

Registered Office: 8 Canada Sguare, London, E14 SHQ, United Kingdom
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