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Markets

. The Fed’s policy rate stayed at 4.25-4.5% yesterday. It wasn’t a unanimous decision though. Two governors
favoured of a 25 bps cut. Waller has repeatedly called for a July cut, citing a weaker economy and labour market
than headline numbers suggest. For Bowman it was a matter of tariff inflation not realizing as much as initially
feared. But for the FOMC majority it all remains to be seen and want to wait out a couple of months. The
statement contained only some marginal changes. The growth assessment was downgraded from “expanding at a
solid pace” to “moderating in the first half of the year”, with Powell during the press conference referring to a
slowdown in consumer spending. With the July status quo, the Fed is buying time to wait and see future data rolling
in. That seems to be both possible with a labour market and economy in a solid position and necessary: Powell said
they are “still a ways away from seeing where things [ie tariffs impact] settle”. The Fed chair didn’t bite the bait
when asked if the central bank would cut rates in September, as suggested earlier by US president Trump. US rates
rallied between 4.3 and 7.3 bps in a bear flattening move. This suggests markets were at least expecting some kind of
concrete clue for near-term easing. Bets for a September move fell from around 70% to <50%. All eyes are now
turning to the “Labor Markets in Transition: Demographics, Productivity, and Macroeconomic Policy"-themed
Jackson Holy symposium taking place August 21-23. This served in the past multiple times as an occasion to
announce policy changes. The dollar extended a three-day jump against the euro and pushing the EUR/USD pair
towards the 1.1431-support. The trade-weighted index tested but closed below the 100 barrier.

o In overnight news, South Korea became the latest country in securing a trade deal with the US ahead of the August
1 deadline. They agreed to a 15% import levy and a Japan-like $350bn SK fund for US investments. While talks with
India are ongoing, they will have a 25% rate plus a penalty for buying Russian energy starting Friday. The economic
calendar for later today takes a step back after yesterday’s data flurry that included US and European GDP. The first
EU member states inflation prints were also released on Wednesday with Italy, France and Germany joining the
streak today. June PCE inflation in the US is up for publication too but could already be extracted from yesterday’s
Q2 reading. In addition, Powell during the press conference already said (core) PCE would be 2.7%. We’re now
looking at Friday’s payrolls report to validate the central bank’s relatively optimistic view and to determine (front-
end) rates short-term trajectory. That will be the case for the USD as well. We are looking for EUR/USD to bottom out
somewhat now but it’s the labour market report that’ll have the last say. EUR/USD 1.1431 survives for now.

News & Views

. The Bank of Japan kept the policy rate unchanged at 0.5% this morning. It slightly upgraded the growth outlook for
fiscal year 2025 (through March 2026) to 0.6% while keeping the forecasts for the two years after unchanged. Core
inflation (ex. fresh food) for FY 2025 got a significant bump to 2.7% from 2.2%. Inflation forecasts for 2026 and 2027
were lifted to 1.8% and 2%. Risks for growth remain tilted to the downside but uncertainty diminished from being
“extremely high” to “high”. Price risks meanwhile are seen as generally balanced, to be compared to the downside
risks for 2025 and 2026 it cited in the previous outlook report. This suggests the central bank is moving closer to
another rate hike. Money market pricing didn’t budge a lot with a 25 bps increase priced in for about 80% by the end
of the year. The Japanese yen creeps higher against an overall weaker USD. USD/JPY trades near 148.9.

. The Banco do Brasil held rates steady at 15% at yesterday’s policy meeting. The first and widely expected hold
interrupted a sequence of seven hikes that raised the Selic rate a cumulative 4.5 ppts. The BdB said it’ll remain at
15% for the foreseeable future amid above-target inflation (5.3% in June vs a 3% +/- 1.5 ppt target) due to public
spending and a near record-low unemployment rate. Inflation is expected to remain too high at least through
2027Q1. Tariff-related uncertainty over trade strengthens the central bank’s cautious stance. US President Trump on
Wednesday delayed the implementation of a 50% levy by seven days (beyond the August 1 deadline). He also listed
hundreds of products to be exempted from tariffs. The Brazilian real welcomed that by erasing much of the earlier
losses. USD/BRL closed at 5.57 and has yet to react to the BdB'’s policy decision.

P.1



Thursday, 31 July 2025

Graphs

CopyrightZ 2025 Bloomberg Finance L.P.

fﬂ| iy )

------------------- “ e \ul‘i"*hl “11' l|lll""""--- lu J»J{I]}{iqﬁl!i" 2,500

Al el
ﬁ 1.500

]

0%(4.8069)

P

2024

wyrightﬂ 2025 Bloomberg Finance L.P.

"Mar

2025

"Jun

/ ‘;‘t'.l’t;uﬁi[i. 3449)

0.0%(0.9536) \

2020 2021 2022
kopyrightﬂ 2025 Bloomberg Finance L.P.

2023

2024

2025

-~

- 0.87000

0.33@

0.85000

W

Ao,

0.84000

0.83000

0.82000

2023 | 2024

erightﬂ 2025 Bloomberg Finance L.P.

2025

/

GE 10y yield

Confidence that inflation is returning to 2% allowed
the ECB to reduce to policy rate to 2%, reaching
neutral territory. The ECB moved to an outright data-
dependent approach, but overall uncertainty remains
elevated. German bunds ever more gain safe haven
status as uncertainty with respect to US assets
intensifies. This slowed the rise in LT yields with
market focus fluctuating between tariff wars to public
finances.

US 10y yield

The Fed'’s priority stays on inflation until the labour
market is visibly weakening. It suggests steady policy
rates at least until after summer. LT bond yields’
trend higher on President Trump’s big, beautiful,
deficit-increasing bill recently stalled on renewed
growth concerns. This market flip-flopping between
the fiscal and economic theme is here to stay.

EUR/USD

Trump’s explosive policy mix (DOGE, tariffs, big
beautiful bill) triggered uncertainty on future US
economic growth and sustainability of public finances
with markets showing a loss of confidence in the
dollar. The end to the ECB’s easing cycle and
German/European spending plans help the euro-part
of the equation. EUR/USD is in a buy-the-dip pattern
on track with a medium term target at 1.2349. The
current drop has potential through 1.1184.

EUR/GBP

Long end Gilt underperformance due to fiscal risks
weighed on sterling earlier this year. Some relieve
kicked in as president Trump seemed to be more
forgiving towards the UK when it comes to tariffs.
Recent UK eco data led money markets back to
discounting an additional two rather than one BoE
rate cut this year. Sterling suffered a new setback,
bouncing off strong technical support around
EUR/GBP 0.84.
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Calendar & Table

Thursday, 31 July 2025

Thursday, 31 July Consensus Previous

us

1330 Challenger Job Cuts Yo (Jul) - -1 60%

14:30 Personal Income/Spending (Jun) 0.20%,0.40% -0.40%,/-0.10%
14:30 Real Personal Spending {Jun) 0.10% -0.30%
14:30 PCE Price Index MoM/YoY [Jun) 0.30%,2.50% 0.10%,2.30%
14:30 Care PCE Price Index Mol /oY (Jun) 0.308/2. 70% 0.2086/2 70%
14:30 Employment Cost Index (20) 0.20%. 0.90%

14:30 Initial Jobless Claims 224k 217k

14:30 Continuing Claims 1953k 1955k

15:45 MNI Chicage PMI [Jul) 420 204

lapan

I BO) Target Rate 0.5056A 0.50%

3100 BO) GDP Current Forecast (30) 0.60%A 0.50%

31JUL BOJ GDP Current Forecast +1 (30) 0.70%64 0.70%:

31001 BOJ GDP Current Forecast +2 (30) 1.00%A 1.00%

31UL B0 Core CPI Current Forecast [30] 270864 2200

3100 B Core CPI Current Forecast +1 {30) 1.830%64 1.70%

31UL BOJ Core CPI Current Forecast +2 (30) 2.00%4 1.50%

31000 B Core CPI Ex-Energy Current (3Q) 2.80%A 2.30%

31UL B0 Core CP1 Ex-Energy Current Forecast +1 (30) 1.90%4 1.80%

31001 BO Core CP1Ex-Energy Current Forecast +2 (30) 2.00%A 2.00%

1:50 Retail Szles Mol YaY (Jun) 100%A/2.00%4  -0.600%/1.90%R
1:50 Industrial Production MoM,Ya¥ [Jun P} 1.70%A,4.00%A -0.10%/-2 40%
7:00 Housing Starts YoY [Jun) -16.40% -34.40%

7:00 Consumer Confidence Index (Jul) 35 345

LK

1:01 Lloyds Business Barometer (Jul) C24 5l

1.01 Uayds Own Price Expectations [Jul) 1A (38

ERILY

11:00 Unemployment Rate [Jurn) 6.30% 6.30%
Germany

14:00 CPI Mo/ Yo (lul P) 0.20%,/2.00% 0.00%,/2.00%
14:00 CPI EU Harmonized MoMjYoY [Jul P} 0.40%,1.30% 0.10%,2.00%
9:55 Unemployment Change (000's) {Jul) 15.0k 11.0k

9.5 Unemployment Claims Rate SA (Jul) 6.30% 6.20%
France

3:45 CPI EU Harmonized MoM/YoY [Jul P} 0.20%0.20% 0.40%,0.90%
45 CFI MoM/YoY {lul P) 0.20%/1.00% 0.40%,/1.00%
Italy

10:00 Unemployment Rate [Jun) 5.40% 6.50%

11:00 CPI EU Harmonized MoM/YoY (lul P} -1.10%1.60% 0.20%,/1.20%
Belgium

11:00 Unemployment Rate (Jun) - 6.50%

China

3:30 Manufacturing PMI {Jul) 4334 43.7

3:30 Maon-manufacturing PMI [Jul) 50,14 505

3:30 Composite PMI {hul) SO.ZA 50,7

Poland

10:00 CPI Mo, YoY {lul P) 0.20%,/2.80% 0.10%,/4.10%
Events

02 earnings Comeast (bef-mkt), Mastercard [bef-mkt], Coinbase (zft-mkt), Amazon [aft-mkt], Apple (aft-mkt] .
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10-year Close -1d 2-year Close -1d Stocks Close -1d
us 437 0.05 us 3.594 0.07 DOowW 444g1.28 -171.71
DE 271 0.00 DE 195 0.01 MASDAQ 21129 67 3138
BE 3.22 0.00 BE 204 0.01 MIKKEI 4111757 452 .87
UK 460 -0.03 UK 3.88 -0.02 DAX 2426222 44 B85
1P 1.56 0.00 P 0.83 0.00 DI eurc-50 5393.18 1358
IRS EUR UsD GBP EUR -1d -2d usp -1d -2d
3y 219 3.59 368 €5TR 19240 0.0010
S5y 2.36 3.59 3.768 Euribor-1 1.8840 -0.0170 [(SOFR-1 43522 0.0054
10y 2.63 3.54 409 Euribor-3 2.0170 -0.0090 (SOFR-3 43236 00235
Euribor-& 2.0850 0.0020 |SOFR-& 42360 0.0549
Currencies Close -id Currencies Close -id Commodities Close -1d
EURSUSD 11405 -0.0142 EUR/IPY 17051 -091 CRB 305.24 -0.71
usDfIPy 14851 1.05 EUR/GBP 0.8616 -0.0033 |Gold 3352.80 -28.40
GBPfUSD 13237 -0.0114 EUR/CHF 09295 -0.0011 |Brent 73.24 0.73
AUDSUSD 06434 -0.0076 EUR/SEK 11.1736 0.0259
UsD/CAD 13828 0.0058 EUR/NOK 117739 -0.0096
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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
ata of the report and are subject to change without notice.
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