Chart of the Week

10 November 2025

Secured Overnight Financing Rate (SOFR ) versus the Federal Funds Rate
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Source: Bloomberg Finance L.P. Data to 5 November 2025.

What does it show?

The chartillustrates two key interest rates in the United States: the Federal Funds Rate and the Secured
Overnight Financing Rate (SOFR).

Why is it important?

SOFR, which replaced LIBOR (London Interbank Offered Rate) is widely used as the benchmark for short-term
US dollar funding costs and serves as the primary reference rate for loans, derivatives, and other financial
contracts.

From a fundamental perspective, SOFR should typically trade below the Federal Funds Rate, as it represents
the least risky instrument from a credit standpoint. Data from 2020 to 2024 largely supports this assumption.
However, readings from 2025 reveal a concerning divergence.

Recently, SOFR has risen significantly relative to the effective Federal Funds Rate. This shift reflects structural
factors in short-term funding markets rather than changes in monetary policy. A key driver is the accumulation
of large leveraged long positions in US Treasury cash bonds, financed through the repo market, as part of a
popular futures arbitrage strategy. In this trade, investors buy Treasury securities and sell Treasury futures to
exploit minor pricing discrepancies, relying heavily on repo financing.

The surge in demand for secured overnight funding has driven SOFR higher. In contrast, the Federal Funds
Rate—an unsecured interbank rate less sensitive to collateralized leverage—has remained relatively stable.
This divergence underscores how market positioning and liquidity dynamics within the repo market can
temporarily distort the spread between SOFR and the Federal Funds Rate.

From a technical standpoint, a prolonged distortion in funding conditions may lead to forced liquidation of
positions. This, in turn, could trigger a broader unwinding of leveraged trades across a wider range of asset
classes.
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Global growth faces mounting pressure: US shutdown and UK fiscal tightening rattle confidence,
EU braces for geopolitical risks, China and Japan stumble economically, while commodity shifts

and diplomatic moves heighten global uncertainty.
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The federal government shutdown continues but

a group of Democrats broke with their party and
voted to support a deal to end the longest-ever US
government shutdown. The Senate voted 60-40to
re-open government in a procedural test vote at the
weekend which requires the consent of all members
to advance.

New York City elected Zohran Mamdani as mayor,
marking a generational and political shift in the
nation’s largest city.

The Federal Reserve faces poor visibility as key
labour-market data (jobs, openings) are delayed by
the shutdown - complicating policy decisions.

The Federal Reserve faces poor visibility as key
labour-market data (jobs, openings) are delayed by
the shutdown - complicating policy decisions.

Europe

The European Commission and European member
states remain cautious about deepened trade/
investment ties with China: Beijing has flagged
renewed agreements, but Brussels remains wary of
trade imbalance, critical-minerals dependency and
geopolitical alignment.

Germany’s coalition government plans to review
“security-relevant” trade with China (including energy
& raw materials) in the coming period, reflecting
mounting geopolitical-economic concern.

The European Central Bank (ECB) kept interest rates
unchanged ahead of the week, as euro-area growth
remains very modest (~0.2 % q/q) and inflation is
under pressure.

The European Parliament and its committees are
prioritising rule-of-law issues (notably regarding
certain member states) while also debating the next

long-term EU budget and the bloc’s “own-resources”
decision.
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UK

The UK economy is forecast to slow sharply: forecasts
point to growth next year of under 1% due to looming
tax rises and weakening business investment.

Ahead of the budget (26 November), speculation is
intensifying about tax hikes (on homes, pensions,
banks) and constrained spending - adding to
business and consumer caution.

Business confidence is reported to be at record
lows as firms brace for regulatory/tax-policy risk
and structural economic burdens (productivity, cost
pressures).

Politically, the government is tightening its fiscal
discipline messaging: ministers and departments are
being told to “live within their means” as borrowing
costs rise and fiscal credibility is under scrutiny.

]

Chinese stocks continue to lag: the MSCI China index
dropped ~3.9 % in recent measurement, pointing

to investor concern about growth prospects and
external headwinds.

Japan’s economy is projected to have contracted in
Q32025 (annualised -2.5 %), with exports down (~2.2
%) - hit by US tariffs and weaker overseas demand.

The US and UK removed sanctions on Syrian
President Ahmad al-Sharaa on Friday, a day after the
United Nations Security Council did the same ahead
of his meeting with President Trump next week, with
the European Union confirming it would follow suit.

Commodity and oil markets are in focus: with OPEC +
signalling a modest output rise for December then a
pause next quarter, global supply/demand balances

are under review.
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Cumulative returns

Asset Class / Region

Developed Markets Equities

Currency

United States usD
United Kingdom GBP
Continental Europe EUR
Japan JPY
Asia Pacific (ex Japan) usD
Australia AUD
Global usD

Emerging Markets Equities

Emerging Europe usD
Emerging Asia usD
Emerging Latin America usD
BRICs usb
China usb
MENA countries ushD
South Africa usD
India ushD
Global emerging markets usD

Bonds

US Treasuries usD
US Treasuries (inflation protected) usD
US Corporate (investment grade) usD
US High Yield usD
UK Gilts GBP
UK Corporate (investment grade) GBP
Euro Government Bonds EUR
Euro Corporate (investment grade) EUR
Euro High Yield EUR
Global Government Bonds usD
Global Bonds UsD
Global Convertible Bonds usD
Emerging Market Bonds usD

Week ending
7 November

Month to date

-1.6% -1.6%
0.0% 0.0%
-1.4% -1.4%
-1.0% -1.0%
-1.5% -1.5%
-1.2% -1.2%
-1.5% -1.5%

-0.1% -0.1%
-1.8% -1.8%
2.5% 2.5%
0.3% 0.3%
0.3% 0.3%
-2.0% -2.0%
-0.4% -0.4%
-0.7% -0.7%
-1.4% -1.4%

0.0% 0.0%
-0.2% -0.2%
-0.2% -0.2%
-0.3% -0.3%
-0.3% -0.3%
-0.4% -0.4%
-0.2% -0.2%
-0.4% -0.4%
-0.2% -0.2%
0.0% 0.0%
0.0% 0.0%
-1.1% -1.1%
-0.4% -0.4%

YTD 2025

15.3%
22.4%
13.6%
21.2%

278%

10.6%

18.0%

44.8%
30.3%
48.1%
24.0%
36.7%
46%
55.8%
5.3%
31.0%

6.1%
70%
7.3%
6.9%
4.3%
6.0%
1.0%
3.1%
4.5%
6.7%
8.2%
23.0%
11.4%

12 months

13.7%
23.3%
12.8%
23.3%

21.0%

10.1%

15.8%

42.6%
23.5%
28.2%
16.4%
28.1%
5.6%
36.6%
1.4%
23.8%

5.4%
5.8%
6.3%
71%
4.2%
71%
2.2%
3.9%
5.5%
4.8%
6.3%
219%
10.8%

Asset Class / Region

Property

US Property Securities

Australian Property Securities

Global Property Securities

Currencies

Euro

UK Pound Sterling
Japanese Yen
Australian Dollar
South African Rand

Swiss Franc

Chinese Yuan

Commodities & Alternatives

Commodities

Agricultural Commodities

oil
Gold

Currency

usb
AUD
usD

UsD
usb

UsD

usb
usD
usb
usb

UsD
usb
usb
usbD
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Cumulative returns

Week ending
7 November

Month to date

YTD 2025

12 months

1.5% 1.5% 3.6% -0.9%
-2.4% -2.4% 6.5% 5.0%
1.0% 1.0% 11.2% 6.1%

0.5% 0.5% 11.9% 72%
0.3% 0.3% 5.2% 1.4%
0.7% 0.7% 2.8% 0.0%
-0.8% -0.8% 4.8% -29%
0.2% 0.2% 9.2% 0.0%
0.0% 0.0% 12.9% 8.5%
0.0% 0.0% 2.5% 0.3%

-0.4% -0.4% 5.4% 5.5%

-0.8% -0.8% -5.1% -5.8%
-2.2% -2.2% -14.8% -15.9%
0.0% 0.0% 52.5% 48.2%

Source: Bloomberg Finance L.P. Past performance is not indicative of future returns.
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T: +44 (0)207 618 1829

Important notes - This document is only intended for use by the original recipient, either a Momentum Global Investment
Management Limited (MGIM) client or prospective client, and does not constitute investment advice or an offer or
solicitation to buy or sell. This document is not intended for use or distribution by any person in any jurisdiction in which it
is not authorised or permitted, or to anyone who would be an unlawful recipient. The original recipient is solely responsible
for any actions in further distributing this document, and in doing so should be satisfied that there is no breach of local
legislation or regulation. This document should not be reproduced or distributed except via original recipients acting as
professional intermediaries. This document is not for distribution in the United States.

Prospective investors should take appropriate advice regarding applicable legal, taxation and exchange control
regulations in countries of their citizenship, residence or domicile which may be relevant to the acquisition, holding,
transfer, redemption or disposal of any investments herein solicited.

Any opinions expressed herein are those at the date this document is issued. Data, models and other statistics are sourced
from our own records, unless otherwise stated. We believe that the information contained is from reliable sources, but

we do not guarantee the relevance, accuracy or completeness thereof. Unless otherwise provided under UK law, MGIM
does not accept liability for irrelevant, inaccurate or incomplete information contained, or for the correctness of opinions
expressed.

The value of investments in discretionary accounts, and the income derived, may fluctuate and it is possible that an
investor may incur losses, including a loss of the principal invested. Past performance is not generally indicative of future
performance. Investors whose reference currency differs from that in which the underlying assets are invested may be
subject to exchange rate movements that alter the value of their investments.

Under our multi-management arrangements, we selectively appoint underlying sub-investment managers and funds
to actively manage underlying asset holdings in the pursuit of achieving mandated performance objectives. Annual
investment management fees are payable both to the multi-manager and the manager of the underlying assets at
rates contained in the offering documents of the relevant portfolios (and may involve performance fees where expressly
indicated therein).

MGIM (Company Registration No. 3733094) has its registered office at 3 More London Riverside, London, SE1 2AQ. MGIM is
authorised and regulated by the Financial Conduct Authority in the United Kingdom (registration no.232357), and is exempt
from the requirements of section 7(1) of the Financial Advisory and Intermediary Services Act 37 of 2002 (FAIS) in South
Africa, in terms of the FSCA FAIS Notice 9 of 2025 (published 9 January 2025). For complaints relating to MGIM’s financial
services, please contact distributionservices@momentum.co.uk. ©MGIM 2025.
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