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Chart of the Week

Source: Momentum Global Investment Management, Bloomberg Finance L.P., data to end 6 June 2025.

What this chart shows

The top chart shows the European Central Bank (ECB) and Federal Reserve (Fed) policy rates since January 
2024.  The ECB was first off the mark, cutting rates in the Eurozone almost exactly a year ago.  The Fed didn’t 
follow for another three months, but when they did, they opted for a bigger 50bps cut.  They then moved 
broadly in lockstep until around the time of Trump’s inauguration on 20 January this year.  As expected, the ECB 
cut again this week and has now delivered a full two percentage points of cuts whilst the Fed has remained 
on hold, much to Trump’s chagrin, citing lingering inflation concerns and a seemingly robust labour market 
(which the latest Non-Farm Payroll data – released on Friday 6 June – would support).  The two lines projected 
forward from today to end of Dec 2025 are the market implied cash rates.  

The lower chart shows the EURUSD FX rate over the same period.  Through end of September 2024 the Euro 
held fairly steady against the greenback – even after the ECB starts cutting – but it starts to weaken as Trump 
pulls ahead in the US presidential race.  Once elected and inaugurated however, the Euro has been on a tear, 
up almost 12% from its lows. 

Why this is important

Currency forecasting is notoriously difficult with FX rates being driven by many different fundamental and 
technical factors.  Interest rate differentials – and expectations thereof – often explain a meaningful proportion 
of one currency’s move relative to another over the short term, with higher relative rates typically attracting 
capital flows, often resulting in a stronger currency.  What is interesting in the charts above is the apparent 
breakdown in this explanatory variable.  As the Fed Fund rate has implicitly tightened versus the Euro, the US 
dollar has weakened.  This has not been unique to the EURUSD cross; investors have shunned the dollar in the 
aftermath of Donald Trump’s questionable ‘Liberation Day’ policies.  The discount has been exacerbated by 
worries about the impact of the ‘Big, Beautiful Bill’ on the US balance sheet and the creditworthiness of US 
bonds. The Treasury Secretary, Scott Bessent, just last week said, “the United States of America is never going 
to default, that is never going to happen”.  That may be so, but international investors have a choice, and they 
remain unconvinced of the real worth of what those bonds might give back.

Source: Bloomberg Finance L.P.
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
研富投資服務有限公司
9th Floor, Centre Mark II
305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest 
Investment Services Limited and/or 
Belvest related companies (collectively, 
and individually Belvest) solely to its 
clients, qualified prospective clients or 
institutional and professional investors. 
Unless stated otherwise, any opinions or 
views expressed in this communication do 
not represent those of Belvest. Opinions or 
views of any Belvest company expressed 
in this communication may differ from 
those of other departments or companies 
within Belvest, including any opinions or 
views expressed in any research issued by 
Belvest. Belvest may deal as Distributor or 
Agent, or have interests, in any financial 
product referred to in this email. Belvest 
has policies designed to negate conflicts 
of interest. Unless otherwise stated, this 
e-mail is solely for information purposes.

This message may contain confidential 
information. Any use, dissemination, 
distribution or reproduction of this 
information outside the original recipients 
of this message is strictly prohibited. If 
you receive this message by mistake, 
please notify the sender by reply email 
immediately.

Unless specifically stated, neither the 
information nor any opinion contained 
herein constitutes as an advertisement, an 
invitation, a solicitation, a recommendation 
or advise to buy or sell any products, 
services, securities, futures, options, other 
financial instruments or provide any 
investment advice or service by Belvest.

No representation or warranty is given as 
to the accuracy, likelihood of achievement 
or reasonableness of any figures, forecasts, 
prospects or return (if any) contained in the 
message. Such figures, forecasts, prospects 
or returns are by their nature subject to 
significant uncertainties and contingencies. 
The assumptions and parameters used 
by Belvest are not the only ones that 
might reasonably have been selected 
and therefor Belvest does not guarantee 
the sequence, accuracy, completeness 
or timeliness of the information provided 
herein. None of Belvest, its group members 
or any of their employees or directors shall 
be held liable, in any way, for any claims, 
mistakes, errors or otherwise arising out 
of or in connection with the content of this 
e-mail.

This e-mail and any accompanying 
attachments are not encrypted and cannot 
be guaranteed to be secure, complete or 
error-free as electronic communications 
may be intercepted, corrupted, lost, 
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore 
does not accept any liability for any 
interception, corruption, loss, destruction, 
incompleteness, viruses, errors, omissions 
or delays in relation to this electronic 
communication. If verification is required 
please request a hard-copy version. 
Electronic communication carried within 
the Belvest system may be monitored.
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