
Johnny Cash warned us …
… about the ‘ring of fire,’ but with a tsunami 

warning in place, and being based on the 
Auckland waterfront, am I eligible for 
danger pay? 

But whether I get it or not may be 
irrelevant given that the aliens are 
coming! Yes …. scientists are watching 
a newly discovered object in space that 
a Harvard scientist believes could be an 
alien craft given its “extremely unusual” 
movements. Keep an eye on 3I/ATLAS.

But in the real world, Jerome 
Powell ‘gave it to the man’ …

… with ‘the man’ being Donald Trump, 
after the Fed Governor left the Fed 
Funds range unchanged at 4.25%-4.50%. 
Interestingly, 2 governors dissented 
in favour of a cut - Michelle Bowman 
and Christopher Waller - the first dual 
dissent since 1993. The statement 
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downgraded its description of the US 
economy noting that “growth of economic 
activity moderated in the first half of the 
year,” adding that while, “labour market 
conditions remain solid,” inflation “remains 
somewhat elevated.” 

In the Q&A, Powell noted, “The economy 
is in a solid position. It seems to me, and 
to almost the whole committee, that the 
economy is not performing as though 
restrictive policy is holding it back 
inappropriately.” Powell also noted that 
while the GDP gain was stronger than 
expected in Q2 at 3.0%, it is better to 
look at the average for the first half of 
the year as a whole to smooth out the 
trade flows, highlighting that growth 
slowed to 1.2% from last year’s 2.5%. On 
the tariffs, he added, “We still have a long 
way to go. Higher tariffs have begun to show 
through more clearly in prices of some goods, 
but their overall effects on economic activity 
and inflation remains to be seen.”  

As mentioned, US Q2 growth come in at 
3.0% annualised, which was above Q1’s 

-0.5% and forecasts at 2.6%. Private-
sector payrolls also beat expectations, 
rising by 104k in July, while June 
pending home sales fell -0.8% against the 
expected 0.3% gain.

The BoC left rates on hold, as was 
expected, although there was greater 
emphasis on growth risks given the 
US-Canadian tariff issues, while the 
Monetary Authority of Singapore also 
left its policy settings unchanged.

The RBA recently highlighted concerns 
that Australian inflation might firm in Q2, 
but the reality was headline inflation fell 
from Q1’s 2.4% to 2.1%, against forecasts 

at 2.2%, while the RBA’s favoured 
trimmed mean eased from 2.9% to 2.7%, 
which was in line with expectations. 
This should pave the way for the RBA to 
execute another cut at their 12-August 
meeting.

Despite NZ business confidence firming 
from 46.3% to 47.8%, activity slowed 
from 40.9% to 40.6%. Agriculture 
continues to outperform, although 
construction and retail remain in a slump.

Chinese Finance Minister Lan Fo’an 
suggested China will ramp up fiscal 
support to bolster domestic consumption 
and manage its growing economic 
headwinds. Priority will be given to 
upgrading modern strategic industries, 
with the broader goal of aligning public 
investment more closely with national 
economic objectives.

The impact …
… was as you would expect, with the    

USD-index jumping back above the 99.50 
level. In amongst the G10 currencies, the 
AUD weakened the most, falling -1.2%, 
while the NZD, CHF and EUR all fell 

-1.0%, which will keep exporters happy. 
US yields gapped higher, with the 2-years 
surging 7bps to 3.95% while the 10-years 
firmed 5bps to 4.37%, which will maintain 
the pressure on the local curves. Equity 
markets firmed 0.25%-1.0% globally, and 
while commodities were mixed, copper 
prices plummeted -20.0% to record their 
largest ever intra-day fall after President 
Trump announced refined copper would 
be excluded from the tariff charges that 
will start on 1-August.
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