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Markets 
 

• The Nasdaq posted its biggest daily drop since the Covid-pandemic yesterday, closing 5.52% lower. From a 
technical point of view, the tech-heavy index arrived at key support. The July bottom (24425) serves as the neckline 
of a huge double top formation which is under test. This neckline also coincides with an upward trend line connecting 
the 2025 & 2026 lows. Final target in case of a break lower stands around 21125 which is near the YtD low of 20690. 
The jury is still out on the nature of yesterday’s washout, but at least part of it is probably technical in nature. 
Things like fund de-risking and margin calls triggered forced selling with nowhere to hide. The S&P 500 lost 4.35% 
and the Dow Jones 3.44%. Yesterday’s one-way traffic makes it too early to already call the repricing an exhaustion 
move. Concentrated bets on the AI trade faced simultaneous liquidation with the US Democratic Blue Sweep rather 
than macro fundamentals being the trigger. Immediately after their historic win, several (progressive) Democratic 
representatives started flooding social media with the message that top of the Democratic agenda on day 1 needs 
to be a pause on advanced AI development, regulation of this “out of control” industry and a ban on artificial 
superintelligence. Texas governor-elect Hinojosa already proposed a regulatory moratorium on data center 
approvals. It put the spotlights again on the “Ban Artificial Superintelligence Act” proposed by Bernie Sanders and 
Greg Casar in September. While the regulatory pendulum won’t swing back that far, a slowdown in the AI build-out 
is the base case under Democratic supervision, leaving the AI trade exposed to a huge amount of uncertainty. It 
comes on top of questions raised about (exotic) financing of the buildout. Delays risk breaking underwriting 
assumptions (tenants paying rent), undermine the chip scarcity narrative, worsen credit quality of AI infrastructure 
debt, tighten financial conditions and ultimately slow down the pace of capital expenditure. This could validate 
regulatory concerns, closing the vicious cycle.  

• US Treasuries drew haven demand, but in atypical bull steepening fashion. The US 10-yr and 30-yr yields only fell by 
5.2 bps and 2.2 bps respectively, which is modest given the equity sell-off. The front end of the US curve shed more 
than 10 bps. The rationale sounds that part of the Fed’s hawkishness is based on a bullish view of the economy. AI 
spending contributes heavily to that outlook. Questioning the AI trade implies questioning the future growth pace 
and reduces the potential amount of Fed tightening needed to stem inflationary pressures. Panic levels were 
sufficiently high yesterday for the dollar to overcome the loss of interest rate support and its link with the (US) AI 
trade. EUR/USD failed to take out the early October highs at 1.1277/85 with return action pulling the pair back below 
the 1.12-handle. Higher energy prices (Brent back at $100/b and Dutch TTF back above €90/MWh) weighed on the 
euro side of the equation. Today’s eco calendar features the US payrolls report but all eyes will be on the 
developing narrative on stock markets.  

News & Views 

• The Czech national bank raised rates by 25 bps to 4% yesterday in a 4-3 vote. New forecasts put inflation on an 
upward course through end-2026 and early-2027 before returning close to the 2% target during 2028. Annual 
inflation for 2026-2027-2028 is seen at 2.1%-3.2%-2.3%. Core inflation remains elevated with the central bank 
repeating the risk of it becoming persistent. Prices are increasing, above all in services. The labour market remains 
tight and wages are rising rapidly, supporting household consumption. Investments by firms are increasing and still 
elevated property price growth adds more fuel to the inflationary fire. The central bank said that today’s hike will 
help anchor inflation expectations and restrict the pass-through of the cost/energy shock to inflation. A relatively 
tight monetary policy is required in order to maintain inflation near the 2% target in the long term. Governor Michl 
spoke of the decision as a fine-tuning measure and not the start of a new cycle. He added that financing conditions 
are “very tight” due to the increase in longer-term interest rates. Czech swap yields tumbled between 10 and 12 bps 
across the curve. CZK weakened to EUR/CZK 24.33. 

• Japanese prime minister Takaichi today said the government plans to use proceeds from the central bank’s ETF 
sales to fund spending on critical areas such as economic security. The Bank of Japan last week announced it would 
accelerate the pace from JPY 330bn annually to JPY 860bn with which it is unwinding its huge ETF portfolio. A portion 
of the net profit is paid to Japan’s treasury. "Additional proceeds from the (ETF) sales are fruits of Japan's economic 
growth, so it's appropriate to reinvest them for spending on crisis management and growth areas," Takaichi said. 
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GE 10y yield 

The ECB hiked rates in June and again in September 

by 25 bps with another move highly likely in 

December. It is responding to rising risks of indirect 

and second round effects caused by higher oil prices. 

The real rate normalisation lifted the German 10-yr 

yield to its highest level since 2009. Higher sovereign 

EMU credit risk premia volatile risk sentiment and 

correcting energy prices triggered a correction on a 

strong underlying trend.  

 

US 10y yield 

Fed Chair Warsh restored the central bank’s 

credibility. A September hike to 3.75%-4% was 

flanked by hawkish rhetoric and forecasts that 

suggest more is to come in December. Questions 

around AI-valuations/financing triggered an equity 

correction with haven flows pulling US yields off 

their multi-annual highs. The Democratic blue sweep 

lowers risks of lavish deficit-spending and more 

military action in Iran with US risk premia declining. 

 

 

EUR/USD 

The Fed’s hawkish September rate hike provided 

the dollar with momentum starting mid-September. 

The euro afterwards suffered from rising EMU credit 

risk premia with EUR/USD breaking below the 1.13 

support area and testing 1.1111 (50% retracement on 

2025-26 increase). A break is currently delayed with 

the dollar suffering from the correction on the AI-

trade. Energy prices coming off their highs relieve 

some pressure off the euro.  

 

EUR/GBP 

EUR/GBP broke a GBP bullish triangle to the 

downside; with EUR/GBP falling below the key 0.86 

support area. Apart from euro weakness, sterling 

remained better bid going into the BoE’s first rate 

hike. UK PM Burnham’s first Autumn Budget 

received market approval, aiding sterling further 

higher, while plans to improve relationships with the 

EU help lowering UK risk premia as well. 

 

 

Graphs 



 
Friday, 06 November 2026 

 
 
 

P. 3 

 

 

 

 

 

Calendar & Table 
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This non-exhaustive information is based on short-term forecasts for expected developments on the financial markets. KBC Bank cannot guarantee 
that these forecasts will materialize and cannot be held liable in any way for direct or consequential loss arising from any use of this document or its 
content. The document is not intended as personalized investment advice and does not constitute a recommendation to buy, sell or hold 
investments described herein. Although information has been obtained from and is based upon sources KBC believes to be reliable, KBC does not 
guarantee the accuracy of this information, which may be incomplete or condensed. All opinions and estimates constitute a KBC judgment as of the 
data of the report and are subject to change without notice. 
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