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Currency convictions

Tactical view (1–6-month)

This material represents an assessment of the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future results. 
This information should not be relied upon by the reader as research or investment advice regarding any particular fund, strategy or security.  
Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.
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Pay attention to the development of the USD’s real rate profile

EU–US trade agreement is a sideshow

EUR traded lower on EU–US trade agreement

In July, the EUR/USD rose to highs of just under 1.18. The upward move was not sustained, 
and the EUR/USD fell to levels of just above 1.15 following the announcement of the EU–US 
trade agreement. The agreement includes a 15% tariff on European goods, and commitments 
to purchase around USD 750 billion-worth of US energy products, alongside foreign direct 
investment (FDI) commitments of some USD 600 billion. The 15% tariff effectively maintains the 
status quo for European companies. Historically, promises to increase puchases of goods from 
trade deficit countries have rarely achieved tangible results, meaning that the wider balance of 
payments differentials between the EUR and the USD are unlikely to move materially.

All eyes on the Fed

At its 30 July meeting, the Fed left rates on hold at 4.50%, however, the vote to keep rates on 
hold was split. Increasing signs of a split on the Federal Open Market Committee (FOMC) imply 
that the Fed is closer to reducing rates in the coming months. Federal Reserve Chair Powell’s 
press conference veered towards the hawkish side, and this triggered further downside stops 
in the EUR/USD, falling to lows of just above 1.14. This is the USD’s strongest weekly gain 
since 2022 – and it was contrary to our expectations. It appears that the USD is consolidating 
following its significant weakening phase in Q1 and Q2. We note that the USD illustrates a 
higher correlation with real (inflation-adjusted) interest rate spreads than nominal spreads, and 
real rate spreads continue to point towards further USD weakness over the medium term. 
Consequently, we think that when the Fed moves to reduce rates in the coming months, it will 
act as a catalyst for the next phase of USD weakness.

TOTAL RETURN VS. USD, 1 – 31 JULY, %

Sources: Bloomberg Professional L.P., UBP
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Scope for continued Fed rate cuts will weigh on the USD in the context of falling US real 
yields

Lagging Fed rate-cutting cycle to weigh 
on the USD

The bigger picture 

Coming into August, we encourage investors remain focussed on the bigger picture 
for the USD. We note that US real yields (proxied by US ten-year TIPS yields) have 
fallen to levels of around 1.9% – their lowest level since April. The decline reflects a 
rise in front-end inflation expectations and a peak in short-term US nominal yields. 
Since April, nominal yield spreads have been a poor predictor of subsequent FX 
moves – illustrating a notable correlation breakdown. Real yield spreads have done 
a better job in terms of predicting subsequent FX moves, and they continue to 
illustrate an upside bias for the EUR/USD. The corollary of this is that the recent 
EUR/USD decline to levels of 1.14 will likely be short lived.

High-beta FX to continue performing well

The global economy has been remarkably resilient since April, and we note that 
several large central banks have continued to cut rates (inluding the Reserve 
Bank of Australia, Bank of Canada, Bank of England, European Central Bank and 
Riksbank). It appears that most of these central banks are now close to the end of 
their rate-cutting cycles, meaning that we have greater certainty regarding terminal 
rate expectations. Lower energy prices will be a boon for energy importers, and the 
upshot of this is that consumption will remain at elevated levels outside of the US. 

High-beta currencies tend to outperform during periods of USD weakness, and 
assuming the Fed moves towards a more dovish stance in the months ahead, 

this augurs well for the likes of the SEK, AUD and, to a lesser extent, the EUR. 
The outlook for the JPY remains rather underwhelming, given the BoJ’s mixed 
messaging on further deposit rate hikes and still low terminal rate expectations. 
The CHF should illustrate a steady profile in the short term, though we expect that 
it will continue to outperform the USD over the medium term, presenting downside 
risks to the USD/CHF.

Politburo meeting was constructive for the CNY

The July Politburo meeting was notable for FX markets because it removed any 
reference towards potential RRR cuts, meaning that the authorities in Beijing are 
content with the wider growth outlook. This means that rate cuts from the People’s 
Bank of China will not be significant, implying that the CNY will continue to illustrate 
a positive real rate profile. We note that real rate spreads have outperformed nominal 
rate spreads in their correlations with most crosses since April, and assuming this 
continues, it augurs well for the CNY coming into August and September.

Emerging market (EM) currencies illustrated modest losses in July, reflecting 
elevated trade-related uncertainty (for the BRL in particular). We expect that 
forthcoming trade agreements will remove market uncertainty, and as investors 
move to price in a more dovish Fed rate outlook, this should spur a recovery for 
most EM currencies.

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way. Sources: Bloomberg Professional L.P.
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USD: Hawkish Powell waits for inflation data
Two further consumer price index (CPI) reports before the next Federal Open Market 
Committee (FOMC) meeting
The month in review

In July, the USD rose against most of the major currencies. The US Dollar index (DXY) rose to 
levels of above 100, from lows of 96.50, recording a strong weekly gain towards the end of 
the month. The US administration announced trade agreements with both the EU and Japan, 
which will include tariffs of 15% and commitments to purchase US goods. The agreements 
also included various foreign direct investment (FDI) commitments, which were not heavily 
detailed. The US Federal Reserve maintained rates at 4.50%, signalling that forthcoming 
inflation readings and labour market data would inform the decision on when to cut rates. 

Q2 US GDP data printed above expectations at 3,0%, and core personal consumption 
expenditures (PCE) printed at 2.5% q/q.

The month ahead

Coming into August, we think that the USD is set to consolidate around current levels. 
The main event risks are the Jackson Hole Symposium, where Fed speakers typically give 
indications of pivots in monetary policy. We do not expect anything drastically new from Fed 
Chair Powell given his recent statements on policy. Headline risks will remain elevated, given 
ongoing trade talks. 

The release of inflation data on 12 August will inform the likelihood of a September rate cut – 
now priced in with only a 40% probability. Non-farm payroll (NFP) data will also be key given 
concerns of a reduction in private sector hiring.

DOLLAR INDEX ROSE IN LATE JULY

REAL RATES POINT TO UPSIDE RISKS

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.

Sources: Bloomberg Professional L.P., ICE

12-MONTH RANGE           1.16–1.22

1.00

1.04

1.08

1.12

1.16

1.20

-1.75

-1.50

-1.25

-1.00

-0.75

-0.50

-0.25

Jul-24 Oct-24 Jan-25 Apr-25 Jul-25

EUR/USD (RHS)

Real Rate spread (LHS)



UNION BANCAIRE PRIVÉE, UBP SA |  6

U B P  C U R R E N C Y  V I E W S

EUR: Trade agreement is a speed bump
Brief period of EUR/USD consolidation is feasible in August

The month in review

In July, the EUR/USD rose to highs of just under 1.18, and it subsequently fell to levels of 
around 1.15 following the EU–US trade agreement announcement. The European Central 
Bank (ECB) kept rates on hold at its July meeting, and it did not pre-commit to further 
rate cuts. Markets moved to price in barely one further 25-bp rate cut by the end of 2025. 
Eurozone inflation printed at 2.0% y/y (headline) and 2.3% y/y (core), showing that eurozone 
inflation dynamics have returned towards the ECB’s 2% target. We note that the eurozone 
economic surprise index returned towards cyclical highs, suggesting that the wider growth 
backdrop is improving.

The month ahead

Coming into August, we think that the EUR/USD will stabilise at levels of around 1.14 with 
modest upside risks. Eurozone data releases should be generally solid, with the main event 
risks being the publication of German IFO data and industrial production activity. Inflation data 
are unlikely to be market moving, and we do not expect that ECB President Lagarde will give 
any hints or changes to the ECB’s outlook at the Jackson Hole economic symposium. 

We believe that the USD leg will do most of the movement, and a brief period of consolidation 
appears likely until investors have greater clarity on Fed rate cut timing.

EUROZONE INFLATION IS BACK ON TARGET

CURRENT ACCOUNT DIFFERENTIALS ARE SIGNIFICANT

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.

Sources: Bloomberg Professional L.P., UBP

12-MONTH RANGE           1.16–1.22
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JPY: USD/JPY to trade near recent highs
Few signs of looming appreciation risks

The month in review

In July, the USD/JPY traded higher to levels of just above 149.00. The governing Liberal 
Democratic Party (LDP) party lost its majority in the upper house elections, reflecting 
widespread dissatisfaction with inflation. The Bank of Japan (BoJ) left rates unchanged at 
0.50% at its 31 July meeting – as was widely expected. The labour market showed signs 
of weakness with underlying wage growth printing at only 1.0% y/y, and -2.9% y/y in real 
inflation-adjusted terms. 

Markets moved to price in just over one 25-bp deposit rate hike over the forthcoming two 
years. There was little reaction to the tsunami warning towards the end of the month.  

The month ahead

Coming into August, we struggle to make a case for aggressive JPY appreciation. There are 
few Japanese data releases or event risks which can positively surprise, meaning that the 
USD/JPY will largely trade as a function of wider risk sentiment and USD exchange rates. The 
US–Japan trade agreement has removed uncertainty for investors, and that means they are 
unlikely to buy the JPY in the coming weeks. We note that investors still maintain a large long 
JPY position, and the cost of carry and lack of downward momentum means that a short 
squeeze is entirely possible. The upshot of this is that the USD/JPY is likely to trade at the 
upper end of recent ranges. 

We updated our USD/JPY forecasts in July to show a less aggressive pace of JPY 
appreciation in the coming quarters.

USD/JPY ROSE ABOVE 149.00

2-YEAR IRS PRICE IN BARELY 25 BPS IN RATE HIKES, %

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.

Sources: Bloomberg Professional L.P., UBP
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CNY: Increasing CNY optimism
Tariffs likely to be postponed amid ongoing trade talks

The month in review

In July, the USD/CNY traded in a tight range, between levels of 7.15 – 7.18. The People’s 
Bank of China (PBoC) steadily reduced its daily fixing to levels just below 7.15. The China 
Foreign Exchange Trade System (CFETS) Renminbi (RMB) index traded at levels of just under 
96.00 – below levels which prevailed before US President Trump’s 2 April tariff announcement 
– showing that trade-weighted CNY exchange rates weakened modestly since April, however, 
they rose in July. 

Chinese data were mixed; Q2 Gross Domestic Product (GDP) data in particular printed above 
expectations. The July Politburo communiqué was notable because it removed any reference 
to potential RRR cuts for the banking system – signalling no imminent stimulus measures are 
likely.

The month ahead

Coming into August, we anticipate that the USD/CNY will remain within recent ranges, with 
risks skewed to the downside. US–China trade talks are likely to continue and that means the 
US will extend its tariff deadline. 

Key data releases are the publication of trade balance data on 7 August, and inflation data 
on 8 August. The PBoC rate meeting on 20 August will also be noteworthy, and we think it 
will keep rates on hold while also giving no firm guidance on the outlook for further rate cuts. 
This will be supportive of the CNY, given its high real rate profile.  We changed our USD/CNY 
forecast recently to reflect a more constructive outlook over the coming months and quarters.

USD/CNY TRADED LOWER IN JULY

CFETS RMB INDEX ROSE IN JULY

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.

Sources: Bloomberg Professional L.P., UBP
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GBP/USD: The BoE is in a bind
GBP has already underperformed significantly

The month in review

In July, the GBP/USD traded lower to levels of just under 1.33. The decline reflected 
idiosyncratic GBP weakness. UK data were generally on the weak side. Inflation data for June 
printed above expectations at 3.6% y/y (headline). Unemployment data ticked higher to 4.7% 
– which is above the Bank of England’s (BoE) own forecasts – showing that the UK labour 
market is rapidly deteriorating. Markets moved to price in an August rate cut with a 90% 
probability, which would bring the BoE’s base rate to 4.00%.

The EUR/GBP rose to levels of just above 0.87, reflecting rate spread differentials and the 
firming of European Central Bank (ECB) rate expectations. 

The month ahead

Coming into August, the main event for the GBP will be the BoE’s interest rate meeting on 
7 August. A rate cut is a foregone conclusion – however, the key will be if the Monetary Policy 
Committee (MPC) gives guidance for another rate cut in the short term (i.e. before December). 
If it does, we can expect a modest GBP underperformance, as markets have already priced in 
a heavily bearish GBP outlook/narrative.

Unemployment data on 12 August will be closely watched, and if the data show a continued 
worsening in the number of payrolled employees, we suspect that markets will move to price 
in an October rate cut. The GBP/USD has only modest downside risks in our view, given that 
a lot has been priced in and it has already moved substantially.

12-MONTH RANGE           1.38–1.47

UK LABOUR MARKET IS WEAKENING

GBP TWI FELL IN JULY

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.

Sources: Bloomberg Professional L.P., UBP
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USD/CHF: bounced higher in USD move
Wider outlook is skewed towards more USD/CHF downside

The month in review

In July, the USD/CHF traded higher to levels of just below 0.81 at the end of the month. 
The upward move reflected USD appreciation, following the EU–US trade agreement 
announcement, and strong US Q2 GDP and personal consumption expenditures (PCE) 
inflation data. The trade agreement announcements reduced tail risks of a trade war – thus 
weighing on safe-haven currencies like the CHF. 

The headline consumer price index (CPI) for June printed at 0.1% y/y (headline) and 0.6% 
y/y (core) – just above expectations. The headline CPI is set to remain at levels of above 0% 
in the coming months due to base effects. 2-year Swiss Average Rate Overnight (SARON) 
swaps rose modestly, pricing out aggressive negative deposit rates.

The month ahead

Coming into August, we think that the USD/CHF will trade at current levels of around 0.81 
and the EUR/CHF will trade at levels of around 0.93. The reduction in global trade tensions 
implies that aggressive CHF appreciation is unlikely to manifest itself in the short term. 

The main data releases will be the publication of CPI data on 4 August – we do not expect 
that this will be market moving. We think that the bar to the Swiss National Bank (SNB) 
moving towards a negative rates regime is perhaps higher than the market appreciates, and 
likewise FX interventions are unlikely as long as the EUR/CHF stays within recent ranges. 
This means that broad underlying appreciation pressures are set to remain over the coming 
months, and consequently we think that the modest USD/CHF upward move will not be 
sustained. Investors should continue to prepare themselves for a decline to levels of around 
0.77 in the coming months.

12-MONTH RANGE           0.77–0.82

USD/CHF ROSE TO 0.81 IN JULY

MODEST EXPECTATIONS OF NEGATIVE RATES

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.

Sources: Bloomberg Professional L.P., UBP
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AUD/USD: August rate cut
Emerging bullish narrative for AUD/USD

The month in review

In July, the AUD/USD traded in a range of 0.6450 – 0.6625. The AUD/USD declined towards 
the end of the month on USD appreciation. Australian data were generally constructive. Q2 
consumer price index (CPI) data printed at 1.9% y/y (headline) and 0.7% q/q. The data were 
below expectations, and markets moved to price in an Reserve Bank of Australia (RBA) rate 
cut with a 100% probability at the 12 August meeting. 

The June employment report showed a rise in the unemployment rate to 4.30%, though this 
also reflected a rise in the participation rate.

The month ahead

Coming into August, we think that the AUD/USD should form a base at levels of around 
0.6450, with risks skewed firmly to the upside. Increasing clarity on global trade and 
improved Chinese growth prints imply that the AUD should fare well. The RBA will cut rates 
at its 12 August meeting, however, this has been priced in, and we note that terminal rate 
expectations have not fallen. The upshot of this is that the AUD/USD can trade higher on 
the improving regional trade outlook. We note that base metal prices have firmed in recent 
months, which should give a solid underpinning to the AUD’s terms of trade – though we note 
that correlations here have been less instructive in this regard. 

12-MONTH RANGE           0.66–0.72

AUD/USD BROKE ABOVE 0.66 IN JULY

SWAPS PRICE IN A LIMITED RATE-CUTTING CYCLE

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.

Sources: Bloomberg Professional L.P., UBP
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USD/CAD: Another BoC rate cut is coming
Bank of Canada (BoC) gives notice for another rate cut

The month in review

In July, the USD/CAD traded higher to levels of around 1.38. The upward move reflected USD 
appreciation towards month-end, and idiosyncratic CAD weakness following the BoC meeting 
on 30 July. At the meeting, the Monetary Policy Committee (MPC) suggested that there was 
a possibility for another rate cut, given the deterioration in the wider growth outlook. The 
BoC believes that slowing growth can reduce inflationary pressures in the economy, and 
consequently another rate cut towards 2.50% is feasible. Markets moved to price this in, 
resulting in the upward move to levels of above 1.38.

The month ahead

Coming into August, we think that the USD/CAD will trade in a tight range at levels of around 
1.38 with little impetus for a continuation of its downward move which has been evident 
since April. Wider USD consolidation and slowing Canadian growth metrics suggest that CAD 
appreciation is less likely in the short term. Prospects for a US–Canadian trade agreement 
do not appear to be constructive in the short term, and this implies that the CAD may 
underperform other high-beta currencies over the coming weeks.

The main event risks for the CAD will be the publication of consumer pric index (CPI) data on 
19 August, and unemployment data on 8 August. Retail sales data – released on 22 August – 
will also give an insight into consumer behaviour.

USD/CAD ROSE ABOVE 1.38 IN JULY

SWAPS ARE MOVING TO PRICE IN 1 MORE CUT

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.

Sources: Bloomberg Professional L.P., UBP

12-MONTH RANGE           1.34–1.38

2.00

2.50

3.00

3.50

4.00

Jul-24 Oct-24 Jan-25 Apr-25 Jul-25

2-year IRS, %

1.30

1.35

1.40

1.45

1.50

0.00

0.40

0.80

1.20

1.60

Dec-23 Jun-24 Dec-24 Jun-25

USD/CAD (RHS)

US–Canada 2-year yield spread (LHS)



UNION BANCAIRE PRIVÉE, UBP SA |  13

U B P  C U R R E N C Y  V I E W S

EUR/NOK: Still high carry
NOK is poised for further gains

The month in review

In July, the EUR/NOK traded in a tight range between levels of 11.75 – 12.00. The NOK 
benefitted modestly towards the end of the month from the rise in oil prices to levels of above 
USD 70/bbl, which we do not expect to be sustained. Consumer price index (CPI) data for 
June printed below expectations at 3.0% y/y (headline) and 3.1% y/y (core). The still high level 
of core inflation implied that Norges Bank rate cuts are less likely in the short term – and we 
note that overnight index swaps have priced in barely one further 25-bp rate cut by year-end. 
Any rate cut will still leave the NOK as being one of the highest yielders in G10 – with terminal 
rates of between 3.75% and 4.00%.

The month ahead

Coming into August, we maintain a generally constructive stance on the NOK. Norwegian 
growth data have been resilient, and the NOK should benefit from the improvement in trade-
related certainty. The NOK has been relatively rangebound since Norges Bank’s rate cut – 
and we note that even if Norges Bank continues to cut rates once more by year-end, it will 
maintain a solid carry advantage over most of the other G10 currencies. German growth data 
should show some signs of improvement in the second half of the year, and the corollary of 
this is the NOK’s high-beta to eurozone growth should become more evident. 

Data-wise, the main event risks are the publication of CPI data on 11 August, and Norges 
Bank’s meeting on 14 August, where we expect it to keep rates on hold at 4.25%.

12-MONTH RANGE           11.40–10.80

EUR/NOK WAS RANGEBOUND IN JULY

MARKETS PRICE IN BARELY 1 MORE RATE CUT

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.

Sources: Bloomberg Professional L.P., Citi, UBP
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EUR/SEK: Set to grind lower
SEK to benefit from trade certainty and lower US yields (eventually)

The month in review

In July, the EUR/SEK traded higher from levels of around 11.10 to highs of around 11.35. 
Swedish headline inflation data for June printed at 0.5% m/m and 0.8% y/y, while underlying 
(core) inflation printed at 3.3% y/y. Markets moved to price in one more Riksbank rate cut, 
which would take the deposit rate to 1.75% by year-end. This would be consistent with the 
latest communications from the Monetary Policy Committee (MPC). Funds data indicated that 
Swedish investors were buyers of foreign equities once again – giving some outflow-related 
depreciation pressure for the SEK.

The month ahead

Coming into August, we maintain a constructive stance on the SEK, and we expect a modest 
EUR/SEK decline. The external environment has clearly improved given the decline in trade-
related uncertainty, which is welcome for high-beta currencies like the SEK. The SEK will also 
benefit from any further decline in front-end US yields given recent correlations. From a data 
perspective, the main event risks are the publication of the consumer price index (CPI) data 
on 7 August and the Riksbank’s MPC meeting on 20 August. We expect that it will keep rates 
on hold at 2.00%, however, it may give some guidance regarding its next rate cut, which we 
suspect will manifest itself at its November meeting.

12-MONTH RANGE           11.00–11.50

EUR/SEK EDGED HIGHER IN JULY

1 LAST RIKSBANK RATE CUT IS PRICED IN

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.

Sources: Bloomberg Professional L.P., UBP
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PLN: Further rate cuts are likely
PLN to trade sideways in the short term

The month in review

In July, the EUR/PLN traded in a tight range between levels of 4.25 – 4.30. The National 
Bank of Poland (NBP) cut rates by 25 bps, taking the base rate to 5% in an unexpected 
move. Inflation printed at 3.1% y/y (July preliminary reading), which was slightly higher than 
expected, but well below the June reading. Retail sales data were on the weak side, showing 
a modest reduction in consumption.

The PLN’s relatively staid performance reflects the impact of trade tensions, and market 
perceptions of a decline in its carry advantage over the EUR.

The month ahead

Coming into August, we think that the EUR/PLN is unlikely to do a lot. The PLN should, in 
theory, benefit from the reduction in trade uncertainty, however, this is more than offset by 
the rapid decline in domestic inflation pressures. Lower inflation readings give the NBP room 
to cut rates further. We note that two-year swaps have fallen to levels of around 4.20%, 
indicating that markets anticipate a further 75 bps in easing. We suspect that this will be 
front-loaded, thus indicating that the PLN is unlikely to rally significantly. Additionally, we note 
that the PLN continues to screen on the expensive side, which should limit its short-term 
appreciation potential.

12-MONTH RANGE           4.35–4.45

HEADLINE CPI FELL TO 3.1% Y/Y

EUR/PLN CONTINUES TO TRADE IN A TIGHT RANGE

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.

Sources: Bloomberg Professional L.P., UBP
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TRY: CBRT is cutting rates again
Expect more of the same for the TRY – gradual weakness

The month in review

In July, the USD/TRY inched higher to levels of around 40.50. The Central Bank of the 
Republic of Türkiye (CBRT) cut rates by more than expected, taking the weekly repo rate from 
46% to 43%. This was slightly more than markets had anticipated (43.50%). The stabilisation 
of the USD/TRY and limited inflation pass through allowed the CBRT to reduce its rate profile. 
Core inflation printed at 35.6%, showing that the TRY’s real rate profile is among the highest 
in the world. The current account data for May printed above expectations, showing a deficit 
of only USD 0.68 billion, which is comparatively small.

The month ahead

Coming into August, we expect more of the same for the TRY. The USD/TRY is likely to 
grind higher to levels of around 41.00. Still-high levels of nominal inflation will reduce the 
TRY’s purchasing power gradually; however, high levels of nominal and real carry mean that 
the TRY’s sell-off will be extremely muted. The trade balance should benefit from tourism-
related inflows over the coming months, as it usually does during the summer period. These 
inflows will reduce risks of dramatic TRY weakness. Overall, the TRY’s high carry and the 
improvement in the trade and current account balance will mitigate the impact of high nominal 
inflation, giving investors certainty that TRY deposits will more than offset the loss in TRY 
exchange rates.

12-MONTH RANGE           40.00–46.00

USD/TRY ROSE ABOVE 40.00

CBRT CUT RATES TO 43%

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.

Sources: Bloomberg Professional L.P., UBP
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SGD: MAS keeps slope unchanged
Monetary Authority of Singapore (MAS) cites inflation and growth risks for unchanged 
stance
The month in review

In July, the USD/SGD traded higher from levels of around 1.28 to highs of just under 1.30, 
reflecting USD appreciation towards the end of the month. We note that the MAS maintained 
the slope and width of its SGD NEER trading band. This was contrary to our expectations of a 
reduction in the slope of the SGD NEER trading band, which we believed would be consistent 
with declining domestic inflation risks. The MAS highlighted growth risks in the second half of 
2025 and coming into 2026 related to trade uncertainty. Singapore is currently paying a 10% 
tariff, and this is expected to rise to levels of at least 15% in any trade agreement.

The month ahead

Coming into August, we anticipate that the USD/SGD will continue to trade at levels of around 
1.30. The prospect of a trade agreement with the US is unlikely to lead to aggressive SGD 
appreciation, given the wider growth concerns and still low levels of inflation. The MAS cited 
two-way inflation risks at its July meeting, however, we suspect that domestic inflation risks 
are unlikely to manifest themselves. Consequently, we think that the MAS will eventually move 
towards a looser policy stance by lowering the slope and centre of its policy band.

Over the medium term we anticipate that the USD/SGD will trade at lower levels, reflecting 
further structural USD weakness, however, in the short term, the USD’s consolidation will limit 
aggressive downside moves.

12-MONTH RANGE           1.24–1.28

MAS LEFT ITS SGD NEER UNCHANGED

HEADLINE INFLATION IS BACK BELOW 1%

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.

Sources: Bloomberg Professional L.P., UBP
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BRL: Steady, despite tariff noise
Banco Central do Brasil’s (BCB) rate policy is paying dividends

The month in review

In July, the USD/BRL traded higher to levels of 5.60. The upward move reflected ongoing tariff 
rhetoric from US President Donald Trump due to both economic and political issues (such as 
the Bolsonaro probe). The BCB maintained its Selic rate at 15% in a widely expected move. 
The BCB’s commentary was on the hawkish side, indicating that rate cuts will not happen 
before 2026. The BCB’s high-rate stance – both in nominal and real (inflation-adjusted) terms 
has supported the BRL and prevented a more aggressive sell-off, due to elevated trade 
tensions with the US.

The month ahead

Coming into August, we anticipate that the USD/BRL will trade around current levels. Tariff 
threats are unlikely to have a huge impact on the BRL, given generally low levels of trade 
between the US and Brazil. Brazil runs a trade deficit with the US, suggesting that any tariffs 
will have a limited effect. 

The main event risks in August will be whether we receive any further certainty on trade 
relations with the US, and the publication of inflation data, where headline inflation has printed 
around 5% y/y in recent months. We note an improvement in underlying inflation measures 
and on services inflation, suggesting downside risks coming into next year. The upshot of this 
is that the BRL’s nominal and real carry will act against any severe BRL weakness.

12-MONTH RANGE           5.30–5.50

USD/BRL ROSE TO 5.60 IN JULY

SWAPS PRICE IN ONLY MODEST RATE CUTS

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.

Sources: Bloomberg Professional L.P., UBP
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Our G10 and EM FX forecasts
Forecast story: USD to weaken into Q4 following brief consolidation

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not guaranteed in any way.

USD to weaken into Q4

Trade certainty will give the US Federal Reserve room to cut rates later in the year, and this will weigh on the USD by reducing both nominal and real interest rate profiles.

EUR/USD GBP/USD EUR/GBP USD/JPY USD/CHF EUR/CHF USD/CNY AUD/USD NZD/USD USD/CAD EUR/SEK EUR/NOK

Sept-25 1.16 1.38 0.84 146 0.82 0.94 7.15 0.66 0.60 1.38 11.50 11.40

Dec-25 1.18 1.40 0.83 144 0.80 0.94 7.10 0.70 0.62 1.36 11.40 11.20

Mars-26 1.20 1.44 0.83 142 0.79 0.93 7.10 0.70 0.64 1.34 11.20 11

Jun-26 1.22 1.47 0.84 140 0.77 0.93 7.05 0.72 0.66 1.34 11 10.80

USD/TRY USD/ZAR USD/RUB USD/ILS USD/MXN USD/BRL USD/INR USD/KRW USD/TWD USD/HKD USD/SGD

Sept-25 40 17.80 90 3.50 20 5.50 87.50 1350 30 7.85 1.28

Dec-25 42 17.60 85 3.50 19.75 5.40 88 1325 29 7.85 1.26

Mars-26 44 17.60 85 3.50 19.50 5.30 89 1325 28.50 7.85 1.25

Jun-26 46 17.40 85 3.40 19.25 5.30 90 1300 28 7.85 1.24

Sources: Bloomberg Professional L.P., UBP
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Disclaimer

This document is a marketing communication containing GENERAL INFORMATION on financial services reflecting the sole opinion 
of Union Bancaire Privée, UBP SA and/or any entity of the UBP Group (hereinafter “UBP”) as of the date of issue. It is not and 
does not purport to be considered as an offer nor a solicitation to enter into any transaction with UBP, buy, subscribe to, or sell any 
currency, product, or financial instrument, make any investment, or participate in any particular trading strategy in any jurisdiction 
where such an offer or solicitation would not be authorised, or to any person to whom it would be unlawful to make such an offer 
or solicitation. This document is meant only to provide a broad overview for discussion purposes, in order to determine clients’ 
interest. It does not replace a prospectus, KID, KIID or any other legal document relating to any specific financial instrument, which 
may be obtained upon request free of charge from UBP or from the registered office of the issuer of the instrument concerned, 
where applicable. The opinions herein do not take into account individual clients’ circumstances, objectives, or needs. 

UBP performs analysis on the financial instruments based on market offer and may maintain and/or seek to develop business 
affiliations with third parties for that purpose; furthermore, UBP may create its own financial instruments. This generic information 
is therefore not independent from the proprietary interests of UBP or connected parties, which may conflict with the client’s 
interests. UBP has policies governing cases of conflicts of interest and takes appropriate organisational measures to prevent 
potential conflicts of interest. 

The information contained in this document is the result neither of financial analysis within the meaning of the Swiss Banking 
Association’s “Directives on the Independence of Financial Research” nor of independent investment research as per the EU’s 
regulation on MiFID provisions. EU regulation does not govern relationships entered into with UBP entities located outside the EU. 

When providing investment advice or portfolio management services, UBP considers and assesses all relevant financial risks, 
including sustainability risks. Sustainability risks are defined by the EU’s Sustainable Finance Disclosure Regulation (2019/2088) 
as “an environmental, social or governance event or condition that, if it occurs, could cause a negative material impact on the 
value of the investment”. For further information on our sustainability risk management approach please visit [www.ubp.com]. 

Reasonable efforts have been made to ensure that the content of this document is based on objective information and data 
obtained from reliable sources. However, UBP cannot guarantee that the information contained herein and gathered by the Bank 
in good faith is accurate and complete, nor does it accept any liability for any loss or damage resulting from its use. Circumstances 
may change and affect the data collected and the opinions expressed at the time of publication. Therefore, information contained 
herein is subject to change at any time without prior notice. UBP makes no representations, provides no warranty and gives no 
undertaking, express or implied, regarding any of the information, projections or opinions contained herein nor does it accept any 
liability whatsoever for any errors, omissions or misstatements in the document. UBP does not undertake to update this document 
or to correct any inaccuracies which may have become apparent after its publication. 

This document may refer to past performance which is not a guide to current or future results. All statements in this document, 
other than statements of past performance and historical fact, are “forward-looking statements”. Forward-looking statements do 
not guarantee future performances. 

The tax treatment of any investment depends on the client’s individual circumstances and may be subject to change in the future. 
This document does not contain any tax advice issued by UBP and does not reflect the client’s individual circumstances. 

This document is confidential and is intended to be used only by the person to whom it was delivered. This document may not be 
reproduced, either in whole or in part. UBP specifically prohibits the redistribution of this document, in whole or in part, without its 
written permission and accepts no liability whatsoever for the actions of third parties in this respect. This document is not intended 
for distribution in the US and/or to US Persons or in jurisdictions where its distribution by UBP would be restricted.

Switzerland: UBP is authorised and regulated in Switzerland by the Swiss Financial Market Supervisory Authority (FINMA). 

UK: UBP is authorised in the United Kingdom by the Prudential Regulation Authority, and is subject to regulation by the Financial 
Conduct Authority (FCA) and limited regulation by the Prudential Regulation Authority. 

Dubai: This marketing material has been communicated by Union Bancaire Privée (Middle East) Limited, a company regulated 
by the Dubai Financial Services Authority (“DFSA”). It is intended for professional clients and/or market counterparties only and 

no other person should act upon it. The financial products or services to which this material relates will only be made available to 
a client who meets the professional client and/or market counterparty requirements. This information is provided for information 
purposes only. It is not to be construed as an offer to buy or sell, or a solicitation for an offer to buy or sell any financial instruments, 
or to participate in any particular trading strategy in any jurisdiction. 

Hong Kong: UBP is a licensed bank regulated by the Hong Kong Monetary Authority (HKMA) and a registered institution regulated 
by the Securities and Futures Commission (SFC) for Type 1, 4 & 9 activities only in Hong Kong. The securities may only be offered 
or sold in Hong Kong by means of documents that (i) are addressed to “professional investors” within the meaning of the Securities 
and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) and any rules made thereunder (the “SFO”); or (ii) are defined as 
“prospectuses” within the meaning of the Companies Ordinance (Chapter 32 of the Laws of Hong Kong) (the “CO”) or constitute 
offers to the public within the meaning of the CO. Unless permitted to do so under the laws of Hong Kong, no person may issue or 
have in their possession for the purpose of issuing, whether in Hong Kong or elsewhere, any advertisement, invitation or document 
relating to the securities, directed at, or likely to be accessed or read by, the public in Hong Kong, except where the securities are 
intended to be disposed of only to persons outside Hong Kong, or only to “professional investors” within the meaning of the SFO. 

Singapore: UBP is a bank regulated by the Monetary Authority of Singapore (MAS), is an exempt financial adviser under the Financial 
Advisers Act 2001 of Singapore to provide certain financial advisory services, and is exempt under section 99(1) of the Securities 
and Futures Act 2001 of Singapore to conduct certain regulated activities. This document has not been registered as a prospectus 
with the MAS. Accordingly, this document and any other document or material in connection with generic recommendations 
may not be circulated or distributed, whether directly or indirectly, to persons in Singapore other than (i) institutional investors; 
or (ii) accredited investors as defined under the Securities and Futures Act 2001 of Singapore. This advertisement has not been 
reviewed by the Monetary Authority of Singapore. 

Luxembourg: UBP is registered by the Luxembourg supervisory authority the Commission de Surveillance du Secteur Financier 
(CSSF). 

Italy: Union Bancaire Privée (Europe) S.A., Succursale di Milano, operates in Italy in accordance with the European passport – held 
by its parent company, Union Bancaire Privée (Europe) S.A. – which is valid across the entire European Union. The branch is 
therefore authorised to provide services and conduct business for which its parent company, Union Bancaire Privée (Europe) S.A., 
has been authorised in Luxembourg, where it is regulated by the Luxembourg financial supervisory authority, the Commission de 
Surveillance du Secteur Financier (CSSF) 

Monaco: This document is not intended to constitute a public offering or a comparable solicitation under the Principality of Monaco’s 
laws, but might be made available for information purposes to clients of Union Bancaire Privée, UBP SA, Monaco Branch, a 
regulated bank under the supervision of the Autorité de Contrôle Prudentiel et de Résolution (ACPR) for banking activities and 
under the supervision of the Commission de Contrôle des Activités Financières for financial activities. 

Jersey: Union Bancaire Privée, UBP SA, Jersey Branch is regulated by the Jersey Financial Services Commission for the conduct 
of banking, funds and investment business. Union Bancaire Privée, UBP SA, Jersey Branch is a branch of Union Bancaire Privée, 
UBP SA, whose registered offices are at Rue du Rhône 96-98, P.O. Box 1320, 1211 Geneva 1, Switzerland, with its principal 
place of business in Jersey at 3 rd Floor, Lime Grove House, P.O. Box 526, St Helier, Jersey JE4 5UH. 

Portugal: Union Bancaire Privée (Europe) S.A. Sucursal em Portugal is regulated by the Securities Market Commission (CMVM) 
and duly authorised by Banco de Portugal. 

South Africa: UBP Investment Services (Pty) Ltd is an authorised financial services provider (FSP number 53152) in terms of 
section 8 of the Financial Advisory and Intermediary Services Act, 2002 (Act No. 37 of 2002) and conducts its activity under the 
supervision of the Financial Sector Conduct Authority.
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