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Cross-Asset    Spotlight  | Global

Yields On the Rise
Signals, Flows, & Key Data: A weekly    summary of key cross-as
monitors, data, moves, and models tracking sentiment, fund 
flows, and positioning. Last week, Topix rose 2.0%, UST 30Y 
yields reached its highest level in 2 decades, NZDUSD fell 0.7
and Brent fell 1.8%. 

  Key highlights from last week:  

• Topix rose 2.0%. Our Japan equity strategists think consensus has yet to 
reflect the scope for upward earning revisions given that FY2026 1Q 
earnings were the strongest in the past 20 years.

• UST 30Y yields reached its highest level in two decades. Our US rates 
strategists recommend entering positions that benefit from a FOMC that
stays on hold, but hedge against rate hikes.

• NZDUSD fell 0.7%. Our G10 FX strategists' option pricing data indicate th
investors increased long NZD positions and increased short DXY position

• Brent fell 1.8%. Nonetheless, our commodity strategists have raised their
Brent forecasts given tightening supply and a diminishing SPR buffer.

Exhibit 1: Morgan Stanley forecasts

Bear Base Bull Bear Base Bull

Equities

S&P 500 7,686 5,900 8,300 9,400 -22.2% 9.0% 23.4% 18% 0

MSCI Europe 2,595 1,820 2,810 3,080 -27.0% 11.1% 21.5% 15% 0

Topix 4,156 2,600 4,300 4,900 -35.5% 5.4% 19.8% 18% 0

MSCI EM 1,719 1,100 1,800 2,100 -34.0% 6.7% 24.1% 17% 0

FX

JPY* 160 163 156 145 -5.4% -0.6% 7.4% 9% -0

EUR 1.16 1.00 1.16 1.30 -15.3% -1.6% 10.5% 7% -0

GBP 1.35 1.20 1.34 1.45 -11.4% -1.1% 7.0% 9% -0

AUD 0.72 0.68 0.73 0.76 -4.6% 2.4% 6.6% 10% 0

INR* 95.2 92.0 95.0 100.0 6.6% 2.8% -1.9% 5% 0

ZAR* 16.1 15.0 16.3 18.7 10.2% 1.5% -11.0% 15% 0

BRL* 5.19 4.40 4.90 5.40 25.7% 13.6% 3.8% 15% 0

MXN* 17.0 16.5 17.2 19.5 6.0% 1.7% -9.8% 12% 0

Rates (% percent)

UST 10yr 4.75 5.10 4.20 3.55 1.4% 8.6% 14.1% 7% 1

DBR 10yr 3.32 3.05 2.45 2.40 5.5% 10.4% 10.9% 6% 1

UKT 10yr 5.06 4.65 4.40 4.20 7.8% 9.9% 11.5% 7% 1

JGB 10yr 2.94 3.10 2.25 1.40 2.0% 8.9% 16.2% 3% 3

Credit (bps)

US IG 78 125 90 70 -2.0% -0.2% 1.2% 3% -0

US HY 261 425 275 230 -3.9% 1.8% 3.7% 5% 0

EUR IG 79 150 80 60 -2.5% 0.6% 1.5% 2% 0

EUR HY 260 500 300 225 -6.3% 0.1% 2.7% 4% 0

EM $ Sov 235 400 260 210 -8.5% 0.3% 3.5% 7% 0

Sec. Products (bps)

US Agency MBS 29 40 20 15 -0.4% 0.8% 1.1% 2% 0

US CMBS AAA 73 110 75 60 -3.1% 0.4% 1.9% 2% 0

US CMBS BBB- 455 750 470 390 -25.4% 2.3% 10.2% 3% 0

Commodities

Brent 90 60 90 120 -24.6% 13.0% 50.7% 39% 0

Copper 14,446 10,670 13,000 16,248 -25.1% -8.7% 14.1% 21% -0
Gold 4,437 3,920 4,900 6,125 -14.6% 6.8% 33.5% 16% 0

As of Aug 

31, 2026

Q2 2027 Forecast Q2 2027 Return Forecast
Volatility

Base
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Total Returns

Excess Returns

Excess Returns

Total Returns
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Total Returns

Source: Bloomberg, MSCI, Morgan Stanley Research forecasts; Note: Returns are total returns, except for credit, where we forec
excess returns vs government bonds. Commodity returns are calculated relative to futures to account for carry. Volatility is 10y 
realized vol. All currency returns are shown as XXXUSD return. *Currency forecasts shown for USDXXX. Copper data as of Aug 2
2026.
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Charts You Can't Miss
Exhibit 2: Topix rose 2.0%
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Exhibit 3: UST 30Y yields reached its highest level in tw
decades
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Exhibit 4: NZDUSD fell 0.7%
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Exhibit 5: Brent fell 1.8%
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Exhibit 6:
Global asset classes – expected 2Q27 return vs. risk
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Source: Bloomberg, MSCI, Morgan Stanley Research forecasts; Note: 'Expected returns' based on Morgan Stanley strategy 2Q27 
Correlation is 10y relative to global equities (MSCI ACWI). Returns are total returns, except for credit, where we forecast excess re
government bonds. Commodity returns are calculated relative to futures to account for carry. All currency returns are shown as X
Volatility is 10y realised vol.
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Cross-Asset ETF Flows
Exhibit 7: Weekly US ETF flows 

Source: Bloomberg, Morgan Stanley Research; Note: Equity flows include flows from US ETFs to both 
domestic and international equities.    

We track daily fund flows across ~5,000 ETFs globally, covering ~US
$7 trillion of assets. For more on the full set of data we cover, see 
here.

The new monitor provides a gauge of demand across assets and 
regions, allowing us to better analyze cross-asset sentiment and 
positioning. 
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Exhibit 8: US ETF fund flows summary

Source: Bloomberg, Morgan Stanley Research
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Exhibit 9: US fixed income ETF flows summary

Source: Bloomberg, Morgan Stanley Research
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Exhibit 10: EU ETF fund flows summary

Source: Bloomberg, Morgan Stanley Research
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Exhibit 11: US ETF cumulative flows year-to-date

Source: Bloomberg, Morgan Stanley Research; Note: Equity flows include flows from US ETFs to both domestic and international equities.

Exhibit 12: US ETF trailing 3M flows

Source: Bloomberg, Morgan Stanley Research; Note: Equity flows include flows from US ETFs to both domestic and international equities.

Exhibit 13: European ETF cumulative flows year-to-date

Source: Bloomberg, Morgan Stanley Research; Note: Equity flows include flows from European ETFs to both domestic and international equities.

Exhibit 14: European ETF trailing 3M flows

Source: Bloomberg, Morgan Stanley Research; Note: Equity flows include flows from European ETFs to both domestic and international equities.
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Cross-Asset ICI Fund Flows
We track daily fund flows globally coming from ICI; this covers almost all US ETFs and 
mutual funds, with a caveat being that data points arrive with longer lags and less 
granularity.

Exhibit 15: Flows summary
AUM ($bn)

Asset 1W 4W 13W 26W 52W 1W 4W 13W 26W 52W

ALL             48,517 34 102 332 601 1,128 0.1% 0.3% 0.8% 1.6% 3.2%

Equity             30,209 12 35 113 205 290 0.0% 0.1% 0.5% 0.9% 1.4%

US             23,552 9 21 102 140 105 0.0% 0.1% 0.5% 0.8% 0.6%

RoW               6,657 4 13 11 65 184 0.1% 0.3% 0.2% 1.4% 4.2%

Hybrid               1,885 -1 -5 -14 -34 -72 0.0% -0.3% -0.8% -2.0% -4.5%

Bond               8,250 21 66 235 433 873 0.3% 0.9% 3.4% 6.4% 13.9%

Taxable               4,811 18 58 204 378 762 0.4% 1.3% 4.7% 8.9% 19.0%

Muni               1,093 2 8 31 55 111 0.2% 0.8% 3.3% 6.0% 12.5%

Commodity                  315 2 5 -1 -4 37 0.6% 2.9% -0.7% -2.5% 29.0%

MMFs               7,935 6 81 155 138 728 0.1% 1.2% 2.3% 2.2% 12.0%

Tax-Exempt               7,854 1 -0 2 6 13 0.0% -0.2% 1.5% 4.4% 11.3%

Govt               7,780 6 75 145 136 678 0.1% 7.7% 15.4% 14.4% 78.7%

Tsy & Repo               7,797 -18 25 71 143 319 -0.2% 1.2% 3.6% 8.1% 18.7%

Tsy & Agency               7,207 25 50 74 -8 358 0.3% 1.3% 2.1% -0.2% 11.2%

Prime               7,733 -1 6 8 -4 37 0.0% 0.5% 0.7% -0.3% 3.6%

FLOW ($bn) AS % OF AUM

Source: ICI, Haver Analytics, Morgan Stanley Research; Note: AUM data is available monthly with a lag.

Exhibit 16: Trailing 3m equity flows

Source: ICI, Haver Analytics, Morgan Stanley Research. Note: Data is lagged by a week

Exhibit 17: Trailing 3m bond flows

Source: ICI, Haver Analytics, Morgan Stanley Research. Note: Data is lagged by a week.
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Exhibit 18: Trailing 3m IG flows

Source: ICI, Haver Analytics, Morgan Stanley Research. Note: Data is lagged by a week.

Exhibit 19: Trailing 3m commodities flows

Source: ICI, Haver Analytics, Morgan Stanley Research. Note: Data is lagged by a week.

Exhibit 20: Trailing 3m equity vs. bonds flows

Source: ICI, Haver Analytics, Morgan Stanley Research. Note: Data is lagged by a week.

Exhibit 21: Trailing 3m US equity vs. World equity flows

Source: ICI, Haver Analytics, Morgan Stanley Research. Note: Data is lagged by a week.
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Market Sentiment Indicator (MSI) 
Exhibit 22: Current indicator reading by group
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Source: Bloomberg, LSEG, CFTC, Morgan Stanley Research

Our MSI aggregates survey  positioning, volatility, and momen
to quantify market stress and sentiment. We construct risk-o
signals based on both the level and the change of our MSI. Fo
on the methodology, refer to this. The series can be found un
usual Bloomberg tickers. 

MSXAMSIL Index – Morgan Stanley Market Sentiment Indic
Level. 
MSXAMSIS Index – Morgan Stanley Market Sentiment Indic
Signal.

 

Exhibit 23: Current indicator reading
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Source: Bloomberg, LSEG, CFTC, Morgan Stanley Research; Note: W2 = weekly updates (every Tuesday), 
W3= weekly updates (every Wednesday), W4 = weekly updates (every Thursday), D = daily updates.

Exhibit 24: Indicator moves versus 1 week ago
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Exhibit 25:
Market Sentiment Indicator (MSI)
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Cross-Asset Positioning                
Exhibit 26: Net positioning summary

Source:  CFTC, Bloomberg, Morgan Stanley Research; Note: Shading indicates net positioning as Z-score – blue background shading indicates net positioning >1.5 SD, red background shading indicates <-1.5 SD. *"Dealers" 
refer to dealers and swap counterparty, Prod. refers to producers (commodities only), Others refer to (Corporates/Central Banks, etc.).
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Exhibit 27: Extreme  short 1

Source: Bloomberg, CFTC, Morgan Stanley Research

Exhibit 28: Extreme short 2

Source: Bloomberg, CFTC, Morgan Stanley Research

Exhibit 29: Extreme long 1

Source: Bloomberg,  CFTC,Morgan Stanley Research 

Exhibit 30: Extreme long 2

Source: Bloomberg,  CFTC, Morgan Stanley Research 
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COVA: Cross-Asset Correlation-Valuation Framework

Our correlation-valuation (COVA) scorecard aims to identify good portfolio diver
reasonable prices, rewarding assets that have: 1) a more negative correlation to e
a more stable correlation, 3) a more negative downside beta, 4) more attractive 
valuations, and 5) more attractive carry. The higher the score, the better the port
diversifier is. For more details on the framework, see here.

Exhibit 31: Cross-asset diversifiers: Top diversifiers based on COVA

Long/

Short
Asset Corr. Stability

Downside 

Beta

Correlation 

score
Valuation

Cost of 

Carry

Valuation 

score

Overall 

COVA

score

Hed

($mn

of eq

Long Cons Staples vs Mkt* 88 99 74 84 98 98 98 90

Short US HY (Spread) 88 100 70 83 92 98 95 88

Short MXNUSD 82 82 75 79 99 99 99 87

Short EM Credit XS 81 92 68 78 99 99 99 86

Short ZARUSD 82 100 69 81 88 94 91 85

Short Copper 79 78 75 77 100 88 94 84

Long Utilities vs Mkt* 82 74 68 75 99 85 92 82

Short US IG (Spread) 78 93 59 74 93 94 94 82

Long Healthcare vs Mkt* 80 75 61 72 93 93 93 80

Long US HY vol 87 100 57 78 99 54 76 77

Short BTP Spread 10y 78 78 57 69 90 70 80 74

Short AUDUSD 86 100 69 82 99 11 55 71

Short Gold 72 56 57 63 96 70 83 71

Long USDZAR vol 78 77 53 68 97 54 75 71

Long Russell 2000 vol 89 100 60 79 70 42 56 70

Source: Morgan Stanley Research; Note: Overall score is a weighted average of correlation score (60%) and valuation score (40%). We show "long" for assets with correlation <0% based on average of 10yr a
correlation to MSCI ACWI*, and "short" otherwise. Scores are based on the direction of the trade. Hedge ratio is computed using the inverse of historical beta to global equities over the last year. For assets w
correlation to MSCI ACWI* (<20%), we use the inverse of relative vol to global equities as its hedge ratio. Hedge ratios of long vol strategies are expressed in terms of how much an investor would need to do
vol equivalent of risk. *Mkt refers to MSCI ACWI.

 

Exhibit 32: Bottom 5 COVA diversifiers 

Long/

Short
Asset

Correlation 

score

Valuation 

score

Overall 

COVA

score

Long Large vs Small Cap 57 7 37

Short Cons Disc vs Mkt* 62 1 38

Long Brent 34 46 39

Short UST 10y 54 18 39

Long Energy vs Mkt* 41 40 41

Source: Morgan Stanley Research

Exhibit 33: Top 5, bottom 5 valuation correlation distrib
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 Cross-Asset Monitor: Levels, Changes, and Valuations
Key highlights from last week

• Topix  (+2.0%) outperformed MSCI ACWI (+0.3%) while Russell 2000 (-1.3%) 
underperformed. Tech (+3.2%) led gains in global equity sectors while healthcare (-
2.4%) led losses.

• Credit spreads broadly tightened, led by US HY  (-7bp).
• The US Treasury curve bear-flattened.
• The DXY gained  0.4%. NZD    fell 0.7% against the USD.
• Gold  saw a more than -2SD move and underperformed the BCOMSP (+1.4%). 
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Exhibit 34: Cross-asset monitor: Levels, changes, valuations
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Exhibit 35: Cross-asset monitor: Levels, changes, valuations
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Exhibit 36: Cross-asset monitor: Levels, changes, valuations
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Exhibit 37: Cross-asset monitor: Levels, changes, valuations
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Exhibit 38: Cross-asset monitor: Levels, changes, valuations

Exhibit 39: Cross-asset monitor: Levels, changes, valuations

 

We wish to acknowledge Arvind Annamalai Balasubramanian's contributions to the cross-
asset team's work.

No investment recommendation is made with respect to any of the ETFs or mutual funds 
referenced herein. Investors should not rely on the information included in making 
investment decisions with respect to those funds.
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Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and objectives of those 
who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser. 
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including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues), client feedback and competitive 
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profitability or revenues of particular trading desks.
The "Important Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or more of a class of common 
equity securities of the companies.  For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment of less than 1% in securities/instruments or 
derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in the 
preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways different 
from those discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.
With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable, comprehensive 
information, but we make no representation that it is accurate or complete.  We have no obligation to tell you when opinions or information in Morgan Stanley Research change apart from 
when we intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research have not been reviewed by, and may not reflect information 
known to, professionals in other Morgan Stanley business areas, including investment banking personnel.
Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of associated expenses unless 
pre-approved by authorized members of Research management.
Morgan Stanley may make investment decisions that are inconsistent with the recommendations or views in this report.
To our readers based in Taiwan or trading in Taiwan securities/instruments: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL").  
Such information is for your reference only.  The reader should independently evaluate the investment risks and is solely responsible for their investment decisions.  Morgan Stanley Research 
may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley.  Any non-customer reader within the scope of Article 
7-1 of the Taiwan Stock Exchange Recommendation Regulations accessing and/or receiving Morgan Stanley Research is not permitted to provide Morgan Stanley Research to any third party 
(including but not limited to related parties, affiliated companies and any other third parties) or engage in any activities regarding Morgan Stanley Research which may create or give the 
appearance of creating a conflict of interest. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation 
or a solicitation to trade in such securities/instruments.  MSTL may not execute transactions for clients in these securities/instruments.
Certain information in Morgan Stanley Research was sourced by employees of the Shanghai Representative Office of Morgan Stanley Asia Limited for the use of Morgan Stanley Asia Limited.
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC.  Morgan Stanley Research does not constitute an offer to sell or 
the solicitation of an offer to buy any securities in the PRC.  PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant 
approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves. Neither this report nor any part of it is intended as, or shall constitute, provision 
of any consultancy or advisory service of securities investment as defined under PRC law. Such information is provided for your reference only.
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Market Authority in the Kingdom of Saudi Arabia, and is directed at Sophisticated investors only.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services Authority (the DFSA) 
or by Morgan Stanley & Co. International plc (ADGM Branch), regulated by the Financial Services Regulatory Authority Abu Dhabi (the FSRA), and is directed at Professional Clients only, as 
defined by the DFSA or the FSRA, respectively. The financial products or financial services to which this research relates will only be made available to a customer who we are satisfied meets 
the regulatory criteria of a Professional Client. A distribution of the different MS Research ratings or recommendations, in percentage terms for Investments in each sector covered, is available 
upon request from your sales representative.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre Regulatory Authority 
(the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the QFCRA.
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory activity. Investment 
advisory service is provided exclusively to persons based on their risk and income preferences by the authorized firms. Comments and recommendations stated here are general in nature. These 
opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely to this information stated here may not bring about 
outcomes that fit your expectations.
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or representations relating 
to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global Industry Classification Standard (GICS) was 
developed by and is the exclusive property of MSCI and S&P.
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Indicators and trackers referenced in Morgan Stanley Research may not be used as, or treated as, a benchmark under Regulation EU 2016/1011, or any other similar framework.
The issuers and/or fixed income products recommended or discussed in certain fixed income research reports may not be continuously followed. Accordingly, investors should regard those 
fixed income research reports as providing stand-alone analysis and should not expect continuing analysis or additional reports relating to such issuers and/or individual fixed income products.
Morgan Stanley may hold, from time to time, material financial and commercial interests regarding the company subject to the Research report.

Registration granted by SEBI and certification from the National Institute of Securities Markets (NISM) in no way guarantee performance 
of the intermediary or provide any assurance of returns to investors. Investment in securities market are subject to market risks. Read 
all the related documents carefully before investing.
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