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European corporates navigating the tariff storm. 
Over the past-two weeks we met with over 35 European corporate treasury clients in 11 
cities. The general mood is constructive, with the negative fallout from tariffs less than 
feared. The relative depreciation of Asia FX against EUR (see Exhibit 1) is helping to 
contain production costs, where paid in local currency, and offset some of the tariff 
headwinds. Reconfiguring supply chains into ASEAN is helping, but many European 
corporates still see China as indispensable. This said, tariffs costs are being partially 
passed onto US consumers and this is expected to continue in 2026. 

The tail winds – FX de-regulation, lower funding, India 
One positive for corporates, is the potential easing of FX regulations among Asia’s 
restricted currencies: INR, KRW and THB (see our note, Asia FX Strategy: India FX – 
Incremental steps on INR globalization and page 5. This deregulation could be structural 
as USD weakness takes hold and Asian central banks become less defensive and lean 
towards attracting corporate investment and portfolio flows. Asia’s falling interest rates 
below Europe presents a funding opportunity for European corporates, especially in 
Thailand. Finally, most European clients see India as an attractive growth opportunity 
and are examining raising local funding as demand for working capital rises. 

The head winds – China growth, commodities, geopolitics  
The most common European corporate concern is over China growth, especially for 
firms sensitive to discretionary consumer demand. The second key concern is rising 
steel, aluminum, and more selectively gold commodity prices. Lastly, geopolitics and the 
closer bilateral relationship between China and Russia is also an area of concern. 

Exhibit 1: Asia FX performance against EUR year-to-date in % 
Asian currencies underperform the EUR rally against USD this year, especially high yielders IDR & INR 

 
Source: BofA Global Research, Bloomberg 
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So far, so good, but far from over 
This note provides a summary of our meetings with well 35 European corporate 
Treasuries across 11 European cities over the past two weeks. The overall view among 
the clients we met is constructive on Asia, despite the heightened uncertainty over 
tariffs.  Thus far, the negative tariff impact is not as bad as had been initially feared.  

This better-than-expected outcome is due to a combination of factors:  First, a 
diversified production base, especially in ASEAN, allowed supply chain reconfiguration. 
Second, Asian currencies depreciated more than the EUR, helping to reduce or contain 
costs, when production costs were in local currency and not entirely hedged – see 
Exhibit 2.  Third, some of the tariff costs are being partially absorbed by US consumers, 
and this is expected to continue into 2026. 

Nonetheless, some European corporates are feeling more pain, especially where their 
production was more heavily reliant on China, their margins were thinner, and they were 
exposed to rising steel and aluminum input prices. 

On a more positive note, limited FX de-regulations in restricted FX markets (INR, KRW, 
and THB), coupled with lower funding costs in some Asian markets, is making the 
operational landscape better for European corporates. 

Several corporates noted that hedging behavior is becoming more market driven, 
with some looking to improve hedging flexibility. 

 
There are also some European corporates looking to take advantage and source cheaper 
funding.  Additionally, corporates view onshore borrowing as an opportunity to reduce 
exposure to geopolitical risk. Exhibit 3 shows Asian 2yr bond yields relative to 2yr 
German bond yields as a measure of relative benchmark government short-term 
borrowing costs. 2-year funding in Japan, Thailand, Taiwan, China, and Singapore is 
cheaper than in Germany.   

In practice, onshore restrictions make it difficult to source funding in China and Taiwan. 
However, in Thailand’s case, this appears to be changing with the relaxation of THB 
Speculative Prevention Measure for Non-Resident Non-Financial Institutions effective 
from December 1st.  

Exhibit 2: Asia FX performance against EUR year-to-date in % 
Asia FX underperforms EUR this year, especially high yielders IDR & INR 

 
Source: BofA Global Research, Bloomberg 
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 Exhibit 3: 2yr Asian bond yield spreads verses 2yr German bunds  
Asia represents some attractive funding relative to Europe 

 
Source: BofA Global Research estimates, Bloomberg  
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Beyond Asia, European corporates felt that Europe could be bottoming out, while the US 
is showing signs of plateauing with some signs of weakness. Interestingly, the growth of 
data centers, also in Asia, appears to be a structural feature.  Additionally, it is having a 
positive impact beyond IT corporates and into business and ancillary services supporting 
data centers.   

China FAQ’s and themes – Growth and competitiveness  
A common question among European corporates was how well China demand was 
recovering, especially in the luxury goods sector. The base case among the clients 
appears to be a slow recovery. 

European firms largely believe China remains a competitive production hub (one client 
called China indispensable) even with tariffs, with some viewing tariffs as a “tax” to 
doing business in China. That said, they are watching CNY FX risks closely given margin 
pressures and deflation pressures within China.   

The high-end European manufacturers we did meet with still feel that they are able to 
compete with China, though they admit competition is becoming more intense and in 
some cases market share is shrinking. 

India – bullish sentiment, though considered. 
Generally, the European corporate treasuries see increasing business and investment 
opportunities in India and expect their demand for INR to increase, together with 
domestic financing for working capital needs. 

More specifically. logistics and services businesses are benefitting from India’s strong 
growth, even though some cautiousness was evident. A key issue is the need to 
understand the domestic market and getting money out cost efficiently is a priority. 

One private equity client took the view that long-term INR hedging was not necessary as 
they continue to view India as a strong growth story. 

ASEAN favorites: Thailand, Malaysia vs concern: Indonesia 
Thailand is viewed favorably by several corporates that we met as a manufacturing 
production hub with more upside potential. THB appreciation did not appear to be a 
significant issue and domestic political uncertainty does not appear to be affecting 
investment plans.  Malaysia is also a favorite investment destination, especially for those 
in the electronics sector that have a reliance on the country’s excellence in assembly, 
packaging, and testing.  

Most European corporates are familiar with Malaysia’s Appointed Overseas Office under 
the Qualified Resident Investor program.  This encourages two-way flows in the onshore 
market and allows foreign corporates access to better pricing and liquidity in the 
onshore market.  Nonetheless, there are still some European corporates unfamiliar with 
this opportunity and the recent June measure that allows for a one-off registration and 
semi-annual sampling to reduce the documentary burden. 

The overall corporate tone is that they want to transact more in onshore markets 
and are positive on the recent Thai and Korean regulations that may open this 
opportunity further.  Moreover, onshore FX swap funding are priced more 
favorably in China, Thailand, and India relative to their respective offshore curves. 

 
Finally, one consistent concern that features among some corporate investors is 
Indonesia’s country risk and whether this represents a challenge for Foreign Direct 
Investment.  European corporates with investments in Indonesia are watching the 
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following developments closely: social stability, predictability of investment regulations, 
as well as debt sustainability. 

Geopolitical concerns: China-Russia relations 
The broader issue of geopolitics is key concern for European firms. A particular area of 
interest was China’s closer relationship with Russia and whether this would deepen 
further. 

FX is coming home – structural easing in onshore markets 
FX regulatory easing is attracting more attention from corporates as it potentially allows 
greater ease in repatriating earnings and accessing onshore markets.  Naturally 
corporates are asking whether this easing in regulations is temporary or more structural. 

We believe that this easing in FX regulations (which we list in the next section below) is 
more structural for three reasons:  

First, we believe that the USD will be weaker in the coming years and Asian currencies 
will be under appreciation pressure due to their undervaluation. This means policy 
makers are less defensive in their posture; easing regulations to improve domestic 
liquidity, allow greater two-way flows, lower transaction costs and attract more 
corporate FDI and portfolio inflows. Allowing more two-way flows could also help to 
alleviate some of the appreciation pressure. 

Exhibit 4 shows an exchange market pressure index of Asian currencies. This gauges 
appreciation/depreciation pressure on currencies by weighting three components: (1) the 
move in spot FX, (2) the change in relative short term interest rates against USD (3) 
changes in FX reserves.  The idea is that FX pressure will express itself by either moving 
spot, affecting changes in interest rates or being deflected by central bank intervention. 

The chart shows that in recent years Asia FX has seen an increased frequency of 
appreciation pressure.  This contrasts with the intense depreciation pressure of the 
Global Financial Crisis that sustained into 2010 and the 2013 taper tantrum.  Both 
events resulted in a large increase in capital flow measures that are starting to be 
unwound. 

Exhibit 4: Exchange Market Pressure index gauges Asia FX depreciation/appreciation pressure 
Over the past year, Asia FX has come under sustained appreciation pressure 

 
Source: BofA Global Research estimates 

BofA GLOBAL RESEARCH 

Secondly, the growth and size of some offshore non-deliverable FX markets has become 
problematic for Asian policy makers, in our view. The unintended consequence of 
creating a two-tier onshore vs. offshore FX market has in some ways become self-
defeating.  The size of the offshore NDF market sometimes means that it affects the 
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onshore Asian FX markets.  Additionally, some Asian central banks need to intervene in 
the NDF markets to stabilize FX expectations and volatility in the onshore market. 

Finally, there is a sense that FX revenue and business is being lost to the offshore FX 
centers, which could be earned onshore.  For these three reasons, it seems that the 
desire to ease FX restrictions is part of a broader theme in Asia and more structural, 
rather than one-off. 

Recent changes in Asia FX regulations  
The following gives a summary of recent relaxation of FX regulations in Asia. Some are 
incremental in nature, but over the years these incremental measures are becoming 
more substantive.  They represent a partial normalization of regulations, which surged 
after the global financial crisis with macro prudential measures in bank flows, direct 
investments and other transactions rising significantly in ASEAN especially. 

China – is allowing a netting solution without documentation for forwards that are net 
settled.  There is a trend to merge and simplify existing PBOC and SAFE cross-border 
pooling schemes into an integrated “standard” and “advanced” scheme.  This would 
allow for more multi-currency flexibility for onshore/offshore currency sweeping.  
Additionally, the quota control on net lending and borrowing would be increased.   

Indonesia – is relaxing the timing requirement on underlying document submissions to 
the central bank by value date or T+14, whichever is earlier. 

India – Onshore clients can book an aggregate outstanding INR exposure up to USD 100 
million equivalent without submitting documents.  In addition, there are some 
amendments in regulations including overseas INR accounts for Non-Residents as well 
as liberalization of Non-Resident INR accounts in India to settle FDI. See also - Asia FI & 
FX Strategy Watch: India FX – Incremental steps on INR globalization 02 October 2025 

Korea – Regulations now allow for non-residents to operate a single onshore Non-
Resident Free Won Account compared with an account per bank previously, enabling 
diversification of FX across bank counterparties. 

Malaysia – is allowing for semi-annual sampling of documents to reduce the 
documentary burden of FX hedging as part of its Appointed Overseas Office scheme for 
onshore FX and cross currency swap transactions. 

Philippines – Electronic document submissions are now being allowed for FX 
transactions and documents.  Inward investments by non-resident corporations must 
register investments online within one year. 

Thailand – will relax its THB speculative prevention measure for non-resident (NR) non-
Financial Institutions (FI) from December 1st 2025. This will allow NR non-FI to execute 
FX transactions without need to present underlying documents subject to Know Your 
Business process.  Forecasted cashflows or balance sheet hedging would be included for 
underlying purposes.  There would also be a waiver on end-of-day balance limits set at 
THB200mn for Non-Resident Baht Accounts and Non-Resident Baht for Securities. 

 
      
Special Disclosures 
Some of the securities discussed herein should only be considered for inclusion in 
accounts qualified for high risk investment. 
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Securities clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of BofA Securities. This document 
and its content is provided solely for informational purposes and cannot be used for training or developing artificial intelligence (AI) models or as an input in any AI application (collectively, an AI 
tool).  Any attempt to utilize this document or any of its content in connection with an AI tool without explicit written permission from BofA Global Research is strictly prohibited. BofA Global 
Research information is distributed simultaneously to internal and client websites and other portals by BofA Securities and is not publicly-available material. Any unauthorized use or disclosure 
is prohibited. Receipt and review of this information constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information 
contained herein (including any investment recommendations, estimates or price targets) without first obtaining express permission from an authorized officer of BofA Securities. 
Materials prepared by BofA Global Research personnel are based on public information. Facts and views presented in this material have not been reviewed by, and may not reflect information 
known to, professionals in other business areas of BofA Securities, including investment banking personnel. BofA Securities has established information barriers between BofA Global Research 
and certain business groups. As a result, BofA Securities does not disclose certain client relationships with, or compensation received from, such issuers. To the extent this material discusses 
any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal advisers as to issues of 
law relating to the subject matter of this material. BofA Global Research personnel’s knowledge of legal proceedings in which any BofA Securities entity and/or its directors, officers and 
employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving issuers mentioned in this material is based on public information. Facts and views presented in this 
material that relate to any such proceedings have not been reviewed by, discussed with, and may not reflect information known to, professionals in other business areas of BofA Securities in 
connection with the legal proceedings or matters relevant to such proceedings. 
This information has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of any 
securities. None of BofAS any of its affiliates or their research analysts has any authority whatsoever to make any representation or warranty on behalf of the issuer(s). BofA Global Research 
policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior to the publication of a research report containing 
such rating, recommendation or investment thesis. 
Any information relating to sustainability in this material is limited as discussed herein and is not intended to provide a comprehensive view on any sustainability claim with respect to any 
issuer or security. 
Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to 
seek tax advice based on their particular circumstances from an independent tax professional. 
The information herein (other than disclosure information relating to BofA Securities and its affiliates) was obtained from various sources and we do not guarantee its accuracy. This information 
may contain links to third-party websites. BofA Securities is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content 
contained on such third-party websites is not part of this information and is not incorporated by reference. The inclusion of a link does not imply any endorsement by or any affiliation with BofA 
Securities. Access to any third-party website is at your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information 
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. 
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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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