
Lordie lordie … it’s not coming 
home, is it?
I guess by the time you read this, we’ll 
have a good idea! As the famous song 
goes … “Pass the Dutchie ‘pon the left hand 
side!”

This Governor’s not for turning!  
I’ve gone through and done a quick 
review of the RBNZ from their last 5 
meetings, from November till yesterday … 
hawkish, dovish, balanced, hawkish, and 
dovish!  

To be fair, the first 2 sentences pretty well 
sum it all up, “Restrictive monetary policy 
has significantly reduced consumer price 
inflation, with the Committee expecting 
headline inflation to return to within 
the 1.0%-3.0% target range in the H2 of 
this year. The decline in inflation reflects 
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receding domestic pricing pressures, as well 
as lower inflation for goods and services 
imported into New Zealand.” While the 
last sentence provided the hope, “The 
Committee agreed that monetary policy 
will need to remain restrictive. The extent 
of this restraint will be tempered over time 
consistent with the expected decline in 
inflation pressures.” And as we all know 

… where inflation goes, rates follow! 
Fingers crossed for next Wednesday’s 
CPI, but currently, the market is pricing 
in 61bps of cuts by year end, with the NZ 
and US curves currently pricing in the 
same cutting cycles! 

Apart from the local excitement, with 
swap rates in the short-end falling 

-17bps to -19bps and the NZD weakening 
-0.75%, financial markets were quiet 
ahead of tonight’s US CPI release. US 
treasury yields were slightly lower with 
the 10-years off -1bps to 4.28%, while 
the USD-index and AUD were flat. Equity 
and commodity markets also had positive 
sessions.     

Following yesterday’s testimony to the 
Senate, Fed Chair Jerome Powell was due 
to speak to the House of Representatives, 
but he’s essentially just submitted the 
same comments as yesterday. 

BoE member, Catherine Mann, 
announced, “Wage growth is still far away 
from being consistent with our inflation 
target. Until I see some deceleration in 
services prices, I am not in a position to 
cut rates. 2.0% inflation is touch and go as 
inflation will be above 2.0% for the rest of 
the year.”

The Chinese recovery remains fragile 
after annual inflation eased down to 0.2% 
from May’s 0.3% and below estimates at 
0.4%, while factory gate prices fell -0.8%.

Japanese PPIs firmed 0.2% in June, 
against forecasts at 0.4%, and at 2.9% on 
the year. It was the 41st straight month 
of expansion in producer inflation and 
the highest level since August 2023. 
Meanwhile, ‘sources’ at the BoJ project 
inflation will likely stay around its 2.0% 
target in the coming years.

It’s only an opinion piece …
… but it does make you think ... 

The Goldman Sachs’s chief economist has 
announced that Trump’s proposed 10% 
tariff on all imports would lift US inflation 
by 1.1%, which would require a further 
130bps of rate hikes, while a retaliation 
by the European Union would likely raise 
Euro-zone inflation by a benign 0.1%. But 
somewhat conversely, Goldman’s Asset 
Management are projecting the Fed 
starts cutting rates in September, with a 
further 25bps each quarter. 

An economist and emeritus business 
professor at the University of Maryland 
has penned a paper suggesting the 
FOMC should not cut rates as, “Fed 
policymakers appear to have lost touch 
with economic reality given the Federal 
deficit this year will be 6.7% of GDP, while 
inflation expectations are hardly anchored 
at 3.0%-4.0%. Given the elevated inflation 
expectations, the US neutral rate is likely in 
the 5.0%-6.0% range!” I guess it’s all about 
getting your name in lights!
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