
Momentum building
Yesterday’s RBNZ Survey of Expectations 
brought good news. All measures of 
inflation were down, with the 1-year 
inflation expectation falling from 2.73% 
to 2.40%, while the important 2-year 
inflation expectations measure, down 
from 2.33% to 2.03%, its lowest since 
Q1 2021. The 5 & 10-year expectations 
were also closely tied around the RBNZ’s 
target midpoint of 2.0%. This will help 
add some confidence to the Monetary 
Policy Committee before their upcoming 
meeting on 14 August. August’s meeting 
is ‘live’, but for the RBNZ to cut would 
be a major turnaround from its last 
Monetary Policy Statement in May 
which anticipated another rate hike in 
its OCR forecasts. The risk of cutting 
interest rates too early may refrain the 
RBNZ from taking action; in saying that, 
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Mr Orr does like to play by his own rule 
book, so anything could really happen. 

After yesterday’s positive Survey of 
Expectations, Markets are currently 
pricing in an 80% chance of an interest 
rate cut at next week’s meeting, and 
between 3 and 4 cuts total by year 
end. Local swap rates also fell by 
approximately 10bps across the board.  

US labour sector “normalising”
Richmond Fed President, Thomas Barkin, 
had some mixed words on the labour 
market, admitting that it’s not great, but 
rather the labour market is “normalising”. 
He said, “What I am hearing from people 
on the ground is that in the labour market, 
people are cutting back on hiring, but not 
firing.” Before continuing with, “What 
would make you more worried is if job 
growth started to disappear”. Lastly, he 
spoke of being optimistic about inflation 
numbers for the rest of the year.

Overnight, the weekly U.S. Jobless Claims 
came in below expectations of 241k to 
print at 233k, this reassured markets that 
a hard-landing may be less of a possibility 
than previously anticipated. This helped 
the U.S. 10-year Treasury yield bounce 
up 5bp to now once again have a 4 handle, 
currently at 4.00% flat. This also inspired 
investors, with all three major U.S. stock 
indices up overnight. 

Last month’s hottest performer, the yen, 
lost more of it gains overnight, with the 
USD/JPY currently at 147.11, and the 
NZD/JPY currently at 88.36. JP Morgan 

estimates that 75% of global carry trades 
have now been unwound. It also revised 
U.S. recession odds up to 35% in 2024!

A quiet end to the week…  
Today is a rather quiet day for global 
economic data, with the highlight being 
the latest CPI and PPI figures from China 
at 11:30 am local time. 

Finally, congratulations to the NZ 
women’s K-4 500m team, who won gold 
in that event for the first time in 40-years, 
and Ellesse Andrews who won gold in the 
Keirin Final, which is a velodrome cycling 
event, bringing our gold medal count to 5.
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