
Lots of talk, but few headlines 
The RBNZ Governor, Adrian Orr, 
made comments yesterday that were 
both measured and optimistic as he 
highlighted “the New Zealand economy 
activity is returning to pre-pandemic levels. 
However, vulnerabilities still remain, and 
the recovery needs continued monetary 
and fiscal support. As long as COVID-19 
is contained and the global and economic 
recovery is sustained, eventually economic 
policy settings can be expected to normalise 
over the medium term.”

The Australian business activity index 
continued its recovery to print at 63.1  
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in Q2 following on from Q1’s 59.4 and  
Q4’s 48.7. The fact that the index was so 
far above 50 suggests that conditions are 
expanding at a brisk pace domestically, 
evidenced by the rebound in manufac-
turing and construction sectors, while 
equipment investment also lifted under 
the Federal Government’s tax initiatives. 
Unfortunately, profit expectations were 
markedly lower with margins under 
pressure as costs increased due to  
supply disruptions and elevated trade 
tensions.

In perhaps the least surprising headline 
of the year, US house prices rose 14.9% 
in April, following on from March’s   
revised 13.4% jump, according to the 
CoreLogic Case-Shiller price index. Of 
more consequence for the US dollar was 
the Consumer Confidence report, which 
was significantly higher at 127.3 versus 
the 119.0 expected. 

In Europe, Germany CPI remained above 
the ECB’s target for a second straight 
month after gaining 0.4% on the month 
and 2.3% on the year, although it was 
lower than May’s 13 year high of 2.5%. 

We also had, for a change, a few ‘quotes’ 
overnight. From the Fed, Barkin stated 

“in order to evaluate inflation, I am regularly 
monitoring rents and demand for goods. I 
expect certain price rises to reverse in some 
industries,” while Kashkari added “The US 
economy remains in a deep hole. I do not 
wish to prematurely cut off the recovery.”  
ECB President, Christine Lagarde, also 

gave a speech in which she focused on 

a ‘green’ recovery, stating “we need to 
add another element to our post-pandemic 
recovery plan with what I have termed a 
green capital markets union — a truly green 
European capital market that transcends 
national borders.”

As mentioned, the positive US Consumer 

Confidence number saw the US-dollar 

put on a modest 0.2% gain, which hit 

the AUD, NZD, and the EUR particularly 

hard falling 0.75%, 0.60% and 0.25% 

respectively. Commodities were a real 

mixed bag, while equities and bonds  

were flat with the US 10 year Treasury 

bond at 1.48%, the bund at -0.17%, while 

the antipodeans were yielding 1.55% in 

Australia and 1.79% in New Zealand.

To digitalise, or not to digitalise, 
that is the question  
Unlike Fed member Randal Quarles, ECB 

Governing Council member, Francois 

Villeroy de Galhau, believes China’s rapid 

progress in developing a digital yuan 

poses a key risk in preserving the euro’s 

international role as “The risk is clearly 
that Europe will lose momentum not just 
in its drive to strengthen the international 
role of the euro, but even in preserving it.” 
Mind you, Russia has just announced it 

will have developed a digital Rouble by 

December, with trials due to start with 

12 banks in January. 
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