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COMMENTARY
On balance, the past week saw the pendulum of investor sentiment
swing back to risk-aversion, triggered by a weaker yuan reference
rate fix, and the consequent rekindling of fears that uncertainty
about China’s economic growth prospects and its currency policy in
the face of capital outflows will maintain instability in global markets.
Indeed, our iFlow indicators confirm net selling of Chinese equities
continued apace in the past five sessions (Chart 1) and crossborder portfolio managers remain net sellers of local stocks as they
have largely been over the past six months (Chart 2) – this is
consistent with the Shanghai Composite index losing 5.5% this
week which included a 6.4% plunge on Thursday. Against this
backdrop, Chinese policy-makers have tried to assuage concerns
as G-20 central bankers and finance ministers gathered in
Shanghai on Friday – Finance Minister Lou Jiwei said there is room
to loosen fiscal policy while central bank Governor Zhou Xiaochuan
said there is leeway for further monetary actions if required.
While these comments have somewhat helped calm markets
sentiment today and fueled guarded optimism that the communique
expected at the end of the G-20 summit on Saturday might further
soothe frayed investor nerves, we would caution that the issues at
hand are very complex. The growing realization that unconventional
monetary policy instruments such as QE are getting blunt and that
negative rates have had adverse side-effects such as on banking
sector profitability and stability, has led to more discussion of
alternative levers such as fiscal policy and structural reform to
support global demand and growth. However, these are not without
pitfalls either – as German Finance Minister Wolfgang Schaeuble
put it with reference to calls from the US and China for higher
government spending, looking toward debt to finance growth leads
to “zombifying” economies. This rings true especially in an
environment wherein major economies such as Japan are already
saddled with high debt burdens. Meanwhile, structural supplydemand imbalances in key markets such as oil, have continued to
fan disinflationary winds, raising the stakes for central banks that
need to do more, such as the ECB.
Against this backdrop, it is critically important that the G-20
communique conveys an element of solidarity amongst policy
makers, recognizing they are all in this together, and increased
inter-linkages in global financial markets warrant coordinated
measures to reflate growth and inflation. Unfortunately however,
even if this weekend yields such a statement, it is likely that fickle
and fragile investor sentiment will remain hostage to unfolding data
releases, of which there is no dearth next week.
Indeed, key iFlow indicators on the Japanese yen, German bunds
and US Treasuries continue to reflect heightened risk aversion
remains in place (Charts 3, 4, 5) – safe-haven flows triggered by a
volatile start to 2016 may yet continue for the foreseeable future
unless concerted policy coordination and favorable data help make
a dent on what is essentially a crisis of confidence.
(samarjit.shankar@bnymellon.com)
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iFLOW® iQ
In the signal grid below as of 25 February 2016 (compared to the previous week’s signal grid as of 17 February), amongst
G10 FX, CAD opened a Long position, CHF has closed its Long position opened on 28 January with about a 2.4% gain,
EUR opened a Short position on 19 February which has gained about 1%, GBP has closed its Short position opened on 4
February with about a 3% gain, JPY remains in its Long position opened on 4 February with about a 3.3% gain, NOK
remains in its Short position opened on 5 February with about a 0.8% gain, NZD changed to Flat from Long, SEK changed
to Flat from Short, and others remain the same. In emerging markets, BRL remains in its Short position opened on 4
February with about a 1.7% gain, KRW remains in its Short position opened on 17 February with about a 1% gain, SGD
changed to Flat from Long, INR remains in its Short position opened on 17 February with about a 0.4% gain, MYR changed
to Long from Flat, ZAR has closed its Long position opened on 17 February with about a 0.4% gain and opened a Short
position shortly after, PLN has closed its Long position opened on 1 February with about a 1.6% gain and opened a Short
position shortly after, and others remain the same. Amongst equities, SPX remains in its Long position opened on 16
February with about a 3% gain. The US10Y has opened a Short position.
iFlow iQ models are based on a rich source of fundamental investor flow information. Investor flows have the dominant role
to drive a long/short bias. There is an overlay of a set of technical analysis parameters aimed at improving the pricesensitivity of the models. These models equip you to make well-informed decisions across different portfolio strategies and
investment horizons. The signal grid below, as of 25 February 2016, is representative of some of the numerous
applications across a multitude of asset classes and markets.
If you would like a daily update of these models or others, please contact one of our Global Markets Sales professionals in
Boston (+1 617 722 6800), New York (+1 212 815 7166), London (+44 207 570 0892) or Hong Kong (+852 2840 6693).
(jiangang.dou@bnymellon.com)
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iFLOW: GLOBAL EQUITY MARKETS … over the past week
In developed markets, the past week has seen modest net inflows to UK, Germany, Norway, Finland, Ireland, Spain,
Portugal, Italy, Greece, Australia and New Zealand; modest net outflows from US, Canada, Japan, France, Switzerland,
Sweden, Denmark, Netherlands, Belgium and Austria;
For emerging markets:
- China has seen modest net outflows in the past week. Investors remain cautious about the economic slowdown.
Taiwan, India, Thailand and Philippines have seen modest net inflows, while South Korea, Malaysia and Indonesia
have seen modest net outflows.
- Brazil, Colombia and Peru have seen modest net outflows, while Chile has seen modest net inflows.
- Mexico has seen modest net inflows.
- South Africa has seen modest net inflows, with the JALSH index up about 0.8% in the past week.
- Russia has seen modest net inflows, with the MICEX index up about 1% in the past week; Poland, Czech Republic and
Hungary have seen modest net outflows, while Turkey has seen considerable net inflows.
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iFLOW: DEVELOPED EQUITY MARKETS … over the past month
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iFLOW: EMERGING EQUITY MARKETS … over the past month

MARKETS GROUP

5

BNY Mellon iFlow® Weekly
iFlow® is a registered trademark of The Bank of New York Mellon Corporation under the laws of the United States of America and other countries.
BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation and may be used as a generic term to reference the corporation as a whole and/or its various
subsidiaries generally. This material and any products and services may be issued or provided under various brand names in various countries by duly authorized and
regulated subsidiaries, affiliates, and joint ventures of BNY Mellon, which may include any of the following. The Bank of New York Mellon, at 225 Liberty St, NY, NY USA,
10286, a banking corporation organized pursuant to the laws of the State of New York, and operating in England through its branch at One Canada Square, London E14 5AL,
UK, registered in England and Wales with numbers FC005522 and BR000818. The Bank of New York Mellon is supervised and regulated by the New York State Department
of Financial Services and the US Federal Reserve and authorized by the Prudential Regulation Authority. The Bank of New York Mellon, London Branch is subject to
regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential
Regulation Authority are available from us on request. The Bank of New York Mellon SA/NV, a Belgian public limited liability company, with company number 0806.743.159,
whose registered office is at 46 Rue Montoyerstraat, B-1000 Brussels, Belgium, authorized and regulated as a significant credit institution by the European Central Bank
(ECB), under the prudential supervision of the National Bank of Belgium (NBB) and under the supervision of the Belgian Financial Services and Markets Authority (FSMA) for
conduct of business rules, and a subsidiary of The Bank of New York Mellon. The Bank of New York Mellon SA/NV operates in England through its branch at 160 Queen
Victoria Street, London EC4V 4LA, UK, registered in England and Wales with numbers FC029379 and BR014361. The Bank of New York Mellon SA/NV (London Branch) is
authorized by the ECB and subject to limited regulation by the Financial Conduct Authority and the Prudential Regulation Authority. Details about the extent of our regulation
by the Financial Conduct Authority and Prudential Regulation Authority are available from us on request The Bank of New York Mellon SA/NV operating in Ireland through its
branch at 4th Floor Hanover Building, Windmill Lane, Dublin 2, Ireland trading as The Bank of New York Mellon SA/NV, Dublin Branch, is authorised by the ECB and is
registered with the Companies Registration Office in Ireland No. 907126 & with VAT No. IE 9578054E. The Bank of New York Mellon, Singapore Branch, subject to regulation
by the Monetary Authority of Singapore. The Bank of New York Mellon, Hong Kong Branch, subject to regulation by the Hong Kong Monetary Authority and the Securities &
Futures Commission of Hong Kong. If this material is distributed in Japan, it is distribute by The Bank of New York Mellon Securities Company Japan Ltd, as intermediary for
The Bank of New York Mellon. Not all products and services are offered in all countries.
The information contained in this material is intended for use by wholesale/professional clients or the equivalent only and is not intended for use by retail clients. If distributed
in the UK, this material is a financial promotion.
This material, which may be considered advertising, is for general information purposes only and is not intended to provide legal, tax, accounting, investment, financial or
other professional advice on any matter. This material does not constitute a recommendation by BNY Mellon of any kind. Use of our products and services is subject to
various regulations and regulatory oversight. You should discuss this material with appropriate advisors in the context of your circumstances before acting in any manner on
this material or agreeing to use any of the referenced products or services and make your own independent assessment (based on such advice) as to whether the referenced
products or services are appropriate or suitable for you. This material may not be comprehensive or up to date and there is no undertaking as to the accuracy, timeliness,
completeness or fitness for a particular purpose of information given. BNY Mellon will not be responsible for updating any information contained within this material and
opinions and information contained herein are subject to change without notice. BNY Mellon assumes no direct or consequential liability for any errors in or reliance upon this
material.
This material may not be distributed or used for the purpose of providing any referenced products or services or making any offers or solicitations in any jurisdiction or in any
circumstances in which such products, services, offers or solicitations are unlawful or not authorized, or where there would be, by virtue of such distribution, new or additional
registration requirements.
The terms of any products or services provided by BNY Mellon to a client, including without limitation any administrative, valuation, trade execution or other services shall be
solely determined by the definitive agreement relating to such products or services. Any products or services provided by BNY Mellon shall not be deemed to have been
provided as fiduciary or adviser except as expressly provided in such definitive agreement. BNY Mellon may enter into a foreign exchange transaction, derivative transaction
or collateral arrangement as a counterparty to a client, and its rights as counterparty or secured party under the applicable transactional agreement or collateral arrangement
shall take precedence over any obligation it may have as fiduciary or adviser or as service provider under any other agreement.
Pursuant to Title VII of The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 and the applicable rules thereunder, The Bank of New York Mellon is
provisionally registered as a swap dealer with the Commodity Futures Trading Commission (“CFTC”) and is a swap dealer member of the National Futures Association (NFA
ID 0420990).
BNY Mellon (including its broker-dealer affiliates) may have long or short positions in any currency, derivative or instrument discussed herein. BNY Mellon has included data
in this material from information generally available to the public from sources believed to be reliable. Any price or other data used for illustrative purposes may not reflect
actual current conditions. No representations or warranties are made, and BNY Mellon assumes no liability, as to the suitability of any products and services described herein
for any particular purpose or the accuracy or completeness of any information or data contained in this material. Price and other data are subject to change at any time
without notice.
Rates: neither BNY Mellon nor any other third party provider shall be liable for any errors in or delays in providing or making available the data (including rates, WM/Reuters
Intra-Day Spot Rates and WM/Reuters Intra-Day Forward Rates) contained within this service or for any actions taken in reliance on the same, except to the extent that the
same is directly caused by its or its employees’ negligence. The WM/Reuters Intra-Day Spot Rates and WM/Reuters Intra-Day Forward Rates are provided by The World
Markets Company plc (“WM”) in conjunction with Reuters. WM shall not be liable for any errors in or delays in providing or making available the data contained within this
service or for any actions taken in reliance on the same, except to the extent that the same is directly caused by its or its employees’ negligence.
The products and services described herein may contain or include certain “forecast” statements that may reflect possible future events based on current expectations.
Forecast statements are neither historical facts nor assurances of future performance. Forecast statements typically include, and are not limited to, words such as “anticipate”,
“believe”, “estimate”, “expect”, “future”, “intend”, “likely”, “may”, “plan”, “project”, “should”, “will”, or other similar terminology and should NOT be relied upon as accurate
indications of future performance or events. Because forecast statements relate to the future, they are subject to inherent uncertainties, risks and changes in circumstances
that are difficult to predict.
This document is intended for private circulation. Persons accessing, or reading, this material are required to inform themselves about and to observe any restrictions that
apply to the distribution of this information in their jurisdiction.
All references to dollars are in US dollars unless specified otherwise.
This material may not be reproduced or disseminated in any form without the prior written permission of BNY Mellon. Trademarks, logos and other intellectual property marks
belong to their respective owners.
The Bank of New York Mellon, member FDIC.
© 2016 The Bank of New York Mellon Corporation. All rights reserved.

MARKETS GROUP

6

