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Rates Spark: A week of decisive US data
ahead

Will the Fed be able to catch the economy and how decisive will it
have to act this month? These are the questions markets seek the
answer to in this week's data, culminating in Friday's jobs report. Left
to their own devices, EUR rates nudged higher on Monday, likely also
driven by a brisk resumption of issuance after the summer break

US data this week will
be key to the sizing of
the Fed's upcoming
rate cut

EUR rates nudge higher as focus turns to the US

It's a decisive week for rates given the data that is lined up in the US. Releases will kick off with the
ISM manufacturing today, which is seen improving slightly but staying in contractionary territory.
The focus is especially on the employment component ahead of the payrolls figure later this week.
With the inflation issue seen as largely tackled, it is the state of the jobs market that will determine
the rates outlook, and the more near term is the size of the Fed’s first rate cut that is expected this
month - a 25bp is the market's base case, but there is still a 25-30% chance of a larger 50bp cut in
the pricing.

Monday of course was a US holiday. And left to their own devices EUR rates nudged up by 4bp with
the 10Y Bund yield above 2.34% again, the highest since late July. Front-end rates still rose by
2-3bp, including the pricing for the October rate cut, where the probability for a consecutive cut
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following one in September was pared back to below 40%. Given the ECB's emphasis on relying
more on its forecasts again, we still think this is exaggerating the chances of that happening.

In terms of eurozone data, we saw some upwardly revised manufacturing PMIs, but observing the
slight bear steepening of the curve we think the busy primary markets could be more to blame.
This year's issuance activities have picked up somewhat earlier than usual after the summer break
with the past one to two weeks seeing a busy slate of issuance across sectors. In Govies and SSAs
we saw Finland and Austria come to the market with new bonds last month. In SSAs, we saw ESM
yesterday and EFSF the week with both now having completed their funding for 2024.

Issuance kicked off earlier post summer break
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Today's events and market view

US ISM data will be today’s highlight. The manufacturing component is expected to nudge
up from 46.8 to 47.5. The consensus sees the prices paid index fall slightly from 52.9 to 52.0,
which reflects easing price pressures. From the eurozone, we have the change in Spanish
unemployment for August and the ECB's Joachim Nagel will speak at a banking event.

Issuance includes Austria auctioning a 9Y and a 62Y ultra-long RAGB, totalling €1.4bn. From
Germany, we have €4.5bn worth of 2Y Schatz.
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This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
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The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
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Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
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Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
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Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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