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Oct FX rebalancing - marginal GBP
outflows vs JPY inflows

Estimates: into JPY vs marginally out of GBP 28 October 2025
We estimate FX rebalancing needs based on a conventional 60/40 portfolio of global Rates and FX Research
equities and bonds (see methodology below). Our estimates reflect underperformance of Global

JPY relative to other currencies denominated assets over Oct (see Exhibit 1). While

Japanese Nikkei has sharply rallied this month on new Japanese Prime Minister, it was Bruno Braizinha, CFA
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not enough to offset the JPY depreciation and marginal JGB selloff for global investors. BofAS
Overall Chinese equity performance is weighed down by the stocks listed on the Hang gﬂuﬁﬁﬁ;‘i‘jnﬁggbofmm
Seng index, despite the Shanghai composite index inching close to 4000 level. UK assets Howard Du, CFA
are unfazed ahead of the UK budget event risk in November. This implies scope for G10 FX Strategist
marginal rebalancing flows out of GBP (c.-0.60 — see Exhibit 2), EM and to an even lesser ??fé% 7437017
extent USD, inflows into JPY (c.+1.0c) and EUR. yuhao.du@bofa.com
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Exhibit 1: Current weights in our conventional 60/40 portfolio... KAXLIStLrJaéegist
..and recent asset class performance +44 (20 ;996 4855
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Asset Region Weights Performance
o Global Rates & Currencies Research
Equities 60% MLI (UK)
Eugjpe 39120 ;?ZZ See Team Page for List of Analysts
Japan 4% 1.5%
UK 2% 2.1%
China 4% -2.3%
EM ex-China 7% 5.8%
Bonds 40%
us 16% 1.2%
Europe 8% -0.4%
Japan 4% -32%
UK 2% 2.2%
EM hard 6% 1.1%
EM Local 4% 0.2%

Source: BofA Global Research
BofA GLOBAL RESEARCH

Exhibit 2: Estimated rebalancing needs and corresponding Z-Scores (3-year window)
Recent performance across asset classes suggests rebalancing into JPY (and to a lesser extent EUR)
and out GBP, EM and marginally USD

| Rebalance Z-Score
usb -0.1% -0.1
EUR 0.1% 0.2
JPY 0.2% 10
GBP 0.0% -0.6
EM -0.1% -04
Source: BofA Global Research
BofA GLOBAL RESEARCH

Trading ideas and investment strategies discussed herein may give rise to significant risk and are
not suitable for all investors. Investors should have experience in relevant markets and the financial
resources to absorb any losses arising from applying these ideas or strategies.

BofA Securities does and seeks to do business with issuers covered in its research
reports. As a result, investors should be aware that the firm may have a conflict of
interest that could affect the objectivity of this report. Investors should consider this
report as only a single factor in making their investment decision.
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CHF: Equity outperformance = Buy CHF signal.

In this section we look specifically at potential rebalancing flows in USD/CHF and
EUR/CHF, as CHF exposures are not included in our macro portfolio approach above.
Another strong performance in US equities and positive bond returns suggests a bias to
sell USD into month-end. We are nonetheless cognizant that flows may be amplified by
ongoing derisking by Swiss investors as well as addition of hedges over and above what
is required for rebalancing.

We think that this trend is continuing and may provide a headwind to the usual rules of
rebalancing. Overlaying this with recent tariff news and the direction of flow is likely to
be less certain than it has been in recent months. October is likely to have been
dominated by rebalancing on equity market performance rather than fixed income. This
would suggest USD/CHF selling in month end. Having said this, the 3.5% rally in the SPX
in September did not lead to month-end USD/CHF selling which has occurred in 3 of the
last 5 months.

Timing these flows is not an exact science. We looked at CHF price action from T-3 to
T+1 to cover a range of possibilities. Taking the cumulative sum of daily returns
smooths out some of the daily volatility, and our analysis shows a strong correlation
when equity returns are > or < 2%. Daily returns analysis also reveals that the bulk of
month-end activity occurs on T- 0 and T+1. The average T-3 fall in USD/CHF when SPX
has <2% and CHF buying has occurred is 1%. We would expect this to be the max fall at
month-end.

USD/CHF selling has been the dominant flow in recent years and has been correlated
well to equity market performance when the S&P has large up months (>2%).

Caveat to the framework

We note that (1) the magnitude of rebalancing for an asset is proportional to the
significance of the underlying trend and (2) while rebalancing flows work against these
trends in the last sessions of the month or quarter, one should not expect these to be a
material catalyst for the reversal of the underlying trend, as these broader trends are
generally driven by macro drivers. At most, therefore, one should expect some deficit in
the last sessions of the month or quarter relative to the underlying trend.

Methodology

We estimate FX rebalancing needs based on a conventional 60/40 portfolio of global
equities and bonds (see the report, Estimating FX rebalancing needs, from 8 April 2024).
This framework is a simpler version of the one used to estimate pension fund
rebalancing flows.

The allocations for each of the assets in the equity and bond sectors of the global
portfolio reflect the weight of the asset as a fraction of the broader market equity and
bond markets. These weights are obtained from external sources (e.g., SIFMA and ICMA)
and to a broad extent reflect the relative liquidity of each asset. We anticipate revising
these weights on a yearly frequency. Outside of these revisions, these weights are left
static, and the underlying assumption used to calculate FX rebalancing needs is that the
aggregate global portfolio rebalances monthly or quarterly back to these weights.

We track the performance of each asset with a corresponding unhedged total return
benchmark. At month- and quarter-end, portfolios are expected to rebalance out of
overperforming assets and into underperforming assets. In our framework, we calculate
the rebalancing needs in both relative terms (%) and in Z-Score form (using the last 3
years of data).
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Disclosures

Important Disclosures

Due to the nature of the market for derivative securities, the issuers or securities recommended or discussed in this report are not continuously followed. Accordingly, investors must regard
this report as providing stand-alone analysis and should not expect continuing analysis or additional reports relating to such issuers and/or securities.

Due to the nature of strategic analysis, the issuers or securities recommended or discussed in this report are not continuously followed. Accordingly, investors must regard this report as
providing stand-alone analysis and should not expect continuing analysis or additional reports relating to such issuers and/or securities.

Due to the nature of quantitative analysis, the issuers or securities recommended or discussed in this report are not continuously followed. Accordingly, investors must regard this report as
providing stand-alone analysis and should not expect continuing analysis or additional reports relating to such issuers and/or securities.

BofA Global Research personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall profitability of Bank of America
Corporation, including profits derived from investment banking. The analyst(s) responsible for this report may also receive compensation based upon, among other factors, the overall
profitability of the Bank’s sales and trading businesses relating to the class of securities or financial instruments for which such analyst is responsible.

BofA Securities fixed income analysts regularly interact with sales and trading desk personnel in connection with their research, including to ascertain pricing and liquidity in the fixed income
markets.

Other Important Disclosures

Prices are indicative and for information purposes only. Except as otherwise stated in the report, for any recommendation in relation to an equity security, the price referenced is the publicly
traded price of the security as of close of business on the day prior to the date of the report or, if the report is published during intraday trading, the price referenced is indicative of the traded
price as of the date and time of the report and in relation to a debt security (including equity preferred and CDS), prices are indicative as of the date and time of the report and are from various
sources including BofA Securities trading desks.

The date and time of completion of the production of any recommendation in this report shall be the date and time of dissemination of this report as recorded in the report timestamp.

This report may refer to fixed income securities or other financial instruments that may not be offered or sold in one or more states or jurisdictions, or to certain categories of investors,
including retail investors. Readers of this report are advised that any discussion, recommendation or other mention of such instruments is not a solicitation or offer to transact in such
instruments. Investors should contact their BofA Securities representative or Merrill Global Wealth Management financial advisor for information relating to such instruments.

Rule 144A securities may be offered or sold only to persons in the U.S. who are Qualified Institutional Buyers within the meaning of Rule 144A under the Securities Act of 1933, as amended.
SECURITIES OR OTHER FINANCIAL INSTRUMENTS DISCUSSED HEREIN MAY BE RATED BELOW INVESTMENT GRADE AND SHOULD THEREFORE ONLY BE CONSIDERED FOR INCLUSION IN
ACCOUNTS QUALIFIED FOR SPECULATIVE INVESTMENT.

Recipients who are not institutional investors or market professionals should seek the advice of their independent financial advisor before considering information in this report in connection
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The securities or other financial instruments discussed in this report may be traded over-the-counter. Retail sales and/or distribution of this report may be made only in states where these
instruments are exempt from registration or have been qualified for sale.

Officers of BofAS or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related investments.

This report, and the securities or other financial instruments discussed herein, may not be eligible for distribution or sale in all countries or to certain categories of investors, including retail
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outsource/delegate the marketing and/or provision of certain research services or aspects of research services to other branches or members of the BofA Securities group. You may be contacted
by a different BofA Securities entity acting for and on behalf of your service provider where permitted by applicable law. This does not change your service provider. Please refer to the Electronic
Communications Disclaimers for further information.

This information has been prepared and issued by BofAS and/or one or more of its non-US affiliates. The author(s) of this information may not be licensed to carry on regulated activities in your
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to them. BofA Securities is not responsible for such terms and privacy policies and expressly disclaims any liability for them.

All opinions, projections and estimates constitute the judgment of the author as of the date of publication and are subject to change without notice. Prices also are subject to change without
notice. BofA Securities is under no obligation to update this information and BofA Securities ability to publish information on the subject issuer(s) in the future is subject to applicable quiet
periods. You should therefore assume that BofA Securities will not update any fact, circumstance or opinion contained herein.

Certain outstanding reports or investment opinions relating to securities, financial instruments and/or issuers may no longer be current. Always refer to the most recent research report relating
to an issuer prior to making an investment decision.

In some cases, an issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any investment opinion relating to such issuer (or
its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses and investment opinion(s) pertaining to such issuer (or its securities and/or financial
instruments) nor should the analyses or opinion(s) be considered a solicitation of any kind. Sales persons and financial advisors affiliated with BofAS or any of its affiliates may not solicit
purchases of securities or financial instruments that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies.

Neither BofA Securities nor any officer or employee of BofA Securities accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of this
information.
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