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Dear reader, 
 
There will be no KBC Sunrise on Friday August 15. We resume the publication on Monday, August 18. 

 

Markets 

• An interview with US Treasury Secretary Bessent got full coverage thanks to an otherwise empty economic agenda. 
He suggested that the Fed should cut rates by 50 bps in September given lack of evidence of significant tariff-related 
inflation and following significant downward revisions to June and May payrolls data. Bessent thinks that the Fed 
probably already pulled the trigger if data would have been more accurate. He sees scope for the Fed funds target 
range to fall by 150-175 bps. While we don’t side with the total magnitude of policy easing, we do side with the 
argument that once the Fed engages to additional rate cuts, they should/could opt for a bigger start. The Powell 
Fed has a history of waiting until they are absolutely convinced about something and then opting to move quickly. In 
this respect, it’s telling that US money markets in the wake of the Bessent interview for the first time discounted 
more than a 25 bps rate cut in September. It even triggered hawkish comments by Chicago Fed Goolsbee (voter) 
who warned against being lurched into action especially given persisting services inflation. We’d err on the side of 
the dovish positioning to be extended though if today’s (producer price inflation, weekly jobless claims) or 
tomorrow’s (retail sales, empire manufacturing survey, University of Michigan consumer confidence) data shows 
signs of weakness. US Treasuries rallied yesterday with the curve moving lower in a parallel shift (5-6 bps across). 
We continue to prefer steepening going forward. EUR/USD closed above 1.17 for the first time since end July with 
the YtD top at 1.1829 being the reference. The approaching Alaska summit between US president Trump and 
Russian president Putin is a wildcard for trading.  

 

News & Views 

• Australian labour market data for the month of July came out near consensus this morning. Employment rose by 
24.5k (from +2k in June and vs +25k consensus). The full-time/part-time breakdown was opposite to last month. 
More pronounced gains in full-time occupations (+60.5k) were partly offset by a 35.9k decline in part-time jobs. 
The unemployment rate ticked lower (4.3% to 4.2%) but the participation rate (67.1% to 67%) did the same thing. 
The female employment-to-population ratio and participation rate reached 60.9% and 63.5% respectively, both new 
historical highs. In a separate release, the Australian Bureau of Statistics indicated that average weekly ordinary time 
earnings for full-time adults has been greater than A$2000 for the first time ever in May (A$2010). Annual wage 
growth remained high at 4.5%. The solid labour market report strengthens the view that the Reserve Bank of 
Australia can take a gradual normalization approach going forward after lowering its policy rate by 25 bps to 3.6% 
earlier this week. Money markets favour a skip at the next, September, meeting followed by a 25 bps rate cut in 
November. They see room for one more additional move after that early next year. The Aussie dollar briefly 
profited from the labour numbers, but couldn’t hold on to gains. AUD/USD (0.6550) is locked in a trading range 
between roughly 0.64 and 0.66.  

• The UK Royal Institution of Chartered Surveyors (RICS) released its July Residential Market Survey. Sales market 
conditions remain challenging with previous signs of recovery faltering somewhat. Measures of demand (new 
buyer enquiries – 6 from +4) and agreed sales (-16 from -4) slipping back into negative territory. Meanwhile, forward-
looking sentiment now points to a largely flat picture for activity in the near-term (1 from 7). At the 12-month time 
horizon, sentiment is a little more positive, with a net balance of +8% of contributors anticipating a pick-up in sales 
activity. Supply indicators point at marginal growth when it comes to new listings on the market and a flatter 
pipeline for new instructions moving forward. House price indicators signalled a small downward adjustment in 
average house prices across the country. Over the coming three months, respondents expect prices to remain under 
a small degree of downward pressure. The 12-month outlook however thus suggest and increase in prices.  
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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. Downward revisions in 

the July payrolls report boosted odds that the 
September FOMC meeting could be a tipping point. 
LT bond yields’ trend higher on President Trump’s 

big, beautiful, deficit-increasing bill recently stalled 
on growth concerns. This 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. EUR/USD is in a buy-the-dip pattern on track 
with a medium term target at 1.2349. The end to the 

ECB’s easing cycle and German/European spending 
plans help the euro-part of the equation.  

 
 

EUR/GBP 

Long end Gilt underperformance due to fiscal risks 
weighed on sterling earlier this year. The Bank of 

England is on a quarterly 25 bps cutting cycle since 
August of last year (4% policy rate currently), with 

next action expected in November. EUR/GBP tested 
the November 2023 high at 0.8768, but a break 

higher didn’t materialize (yet).  
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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 
data of the report and are subject to change without notice. 
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