
After some indecision …
The BoE finally voted to cut the key 
Bank Rate by 25bps to 4.00%, by a 5–4 
majority, although it took a second vote 
as the initial decision was a 3-way split. It 
was the first time two rounds of voting 
were required to reach a conclusive 
decision since 1998! Ultimately, the 
25bps cut was in line with expectations, 
marking the fifth rate cut since August 
last year.

After the meeting, BoE Governor Andrew 
Bailey continued the cautious trend of 
central bankers, warning, “There’s more 
uncertainty now about when steps are to be 
taken. The market re-pricing is no surprise 
given the fine balance, and the steepening of 
the yield curve is a global phenomenon. The 
path for rates is still downwards over time.” 

US initial jobless claims rose by 7k to 
226k this week, while continuing claims 
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also rose, by 38k to 1,936k, its highest 
level since November 2021. In the other 
US headlines, nonfarm unit labour costs 
rose by 1.6% in Q2, slightly above market 
expectations of 1.5%, while labour 
productivity in the nonfarm business 
sector rose by 2.4% in Q2 following Q1’s 
revised 1.8% fall. Finally, US consumers 
continue to rack up debt at an alarming 
pace as consumer debt surged from 
USD5.1bn to USD 7.4bn. Somewhat 
alarmingly, it was forecast to reach 
USD7.0bn! 

German industrial production remains 
in challenging times, falling 1.9% in June, 
while May’s number was slashed from 
1.2% to -0.1%. At the same time, exports 
increased by 0.8%, although imports 
surged by a whopping 4.2%, which meant 
the German trade balance narrowed 
to EUR14.9bn in June from May’s 
EUR18.4bn.

It is a bit of a favoured topic for local 
market participants, but a recently 
released NZ Treasury report states the 
previous government spent too much 
during the Covid-19 pandemic, despite 
warnings from Treasury officials. The 
report also stated that while government 
debt had risen substantially in recent 
decades, the responses to adverse shocks 
were not being met by savings between 
those shocks. The Treasury estimates the 
total cost of the pandemic was NZD66bn 
over the 2020-26 financial years, about 
20.4% of GDP. On a side note, the IMF 
and OECD estimate the government’s 
response at the time was amongst the 
largest Covid-19 responses globally. It’s 
just a shame we’re all paying for it now!

Rumours abound that President Trump is 
to announce CEA Chair Stephen Miran as 
a temporary Fed Board member, replacing 
Adriana Kugler, while it’s believed Fed 
Reserve Governor Christopher Waller is 
the leading candidate to replace Jerome 
Powell as Fed Governor.

Overnight …
The USD-index received a minor boost 
after a report that Fed Reserve Governor 
Christopher Waller is emerging as a 
top candidate to serve as Fed Governor 
within the Trump administration. But in 
amongst this USD-strength, the NZD, 
AUD and GBP held on to their gains, while 
the EUR, CHF and JPY all weakened. 

We saw yet another weak US Treasury 
auction overnight with the USD25bn 
30-year auction achieving a high yield of 
4.813%. The tail was an incredible 2.1bps, 
the bid to cover ratio fell … again, while 
the percentage of local and international 
buyers fell …  again! Despite this, trading 
was subdued with the 2 and 10-year both 
2bps higher at 3.74% and 4.24%.  

Equity markets were a mishmash with the 
global exchanges ranging between -0.5% 
and +1.0%, while commodity markets 
were also mixed with energy products, 
such as oil, all 1.0% lower, while precious 
metals, such as gold, were all 1.0% higher.  
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