
Let’s be honest …
… in amongst all the talk of tariffs, slowing 
growth, and the potential for inflation to 
spike … day-to-day flows remain largely 
range bound. 

Equity markets continued their 
incremental grind higher, firming 0.3%-
0.5%, while commodity prices were a 
touch weaker with oil prices 1.0% lower 
after Saudi Arabia signalled it may push 
for larger production increases, raising 
fears of oversupply. 

FX markets were also ‘steady-eddie’ with 
the USD-index dipping back below the 
99.00 level, which saw, against the USD, 
the NZD and AUD firm back toward 
Tuesday’s levels, while the JPY and CHF 
also posted significant gains. Finally, and 
potentially the one financial product that 
may actually break its ranges, was the 
move in US treasuries which saw yields 
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tumbling after the poor US data and an 
acknowledgement that the US and China 
may not reach a trade deal. This saw the 
2-year yield fall 8bps to 3.88%, while the 
10-years plummeted 10bps to 4.36%. 

The biggest headlines today …
… will be reserved for the Fed’s Beige 

Book update, which saw half of the 
districts report a slight to moderate 
decline in activity. All districts reported 
elevated levels of economic and policy 
uncertainty. Consumer spending was 
mixed, employment steady, and hiring 
cautious due to uncertainty. The threat 
of tariffs drove moderate price hikes, 
with costs increasingly passed on to 
consumers, cautious investment, and a 
softening in manufacturing.

US services PMIs declined to record their 
first contractionary print since June last 
year, falling from 51.6 to 49.9 in May. The 
result was well below expectations at 
52.0. The weakness in hiring intentions 
was then highlighted by the weakness 
in private business hiring which saw 
only 37k jobs added in May, which was 
the lowest since March 2023. Forecasts 
were at 115k, while the April number 
was also revised lower to 60k. This saw 
Trump tweet (are they still called tweets?) 

“The ADP number is out! ‘Too Late’ Powell 
must now lower the rate. He is unbelievable! 
Europe has lowered nine times!”

The BoC left its key benchmark interest 
rate unchanged at 2.75% overnight, as 
was largely expected. It was the central 
bank’s 2nd ‘hold’ following its cumulative 
225bps of cuts across 7 consecutive 
meetings. As one would expect, the 

statement highlighted the downside risks 
to growth, coupled with higher inflation 
expectations due to the tariff situation.

Australian Q2 growth missed 
expectations at 0.4%, printing at a weak 
0.2% on the quarter. On an annual 
basis, GDP was at 1.3%, which was the 
same as the previous quarter but below 
expectations at 1.5%. Services PMIs 
eased from 51.0 to 50.6, which saw a 
similar move in the composite PMI rate 
which eased from 51.0 to 50.5.

Japanese services PMIs fell from 52.4 to 
51.0, which also meant the composite 
dropped from 51.2 to 50.2. 

US Treasury Secretary Scott Bessent 
confirmed the US-China trade talks were 

“a bit stalled,” while President Donald 
Trump added that it was “extremely 
hard” to make a deal with China’s Xi. In 
the meantime, it’s been leaked that 
China is considering placing an order for 
hundreds of Airbus jets … potentially as 
soon as next month.

Congressional Budget Office’s analysis 
have concluded Trumps’ One Big, 
Beautiful Bill would add USD2.4trn to 
federal budget deficits over the next 10 
years.

In something out of a spy 
novel …
Two Chinese nationals have been caught 
smuggling fusarium graminearum into 
the US. By all accounts, the fungus is 
capable of destroying wheat, barley, 
maize, and rice crops, and can also poison 
humans and livestock with its toxic 
byproducts.
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