
Stating the obvious
New Zealand Finance Minister, Grant 
Robertson, speaking to the Parliamentary 
Finance and Expenditure Committee, 
said that the economy was well 
positioned going into the lockdowns with 
unemployment at 4.0% and lower than 
expected net debt. 

Treasury CEO, Caralee McLiesh, then add-
ed house prices had not fallen as much 
as the Treasury had forecast, but they 
were expected to slow over time as more 
construction, low population growth, 
RMA reforms and tax changes would 
all contribute to house price growth 

“alleviating in the coming months.”
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Later in the day, in a classic case of  

‘my-dad-told-me-to-say-this,’ the Deputy 

RBNZ Governor, Christian Hawkesby, 

confirmed that the real reason they 

did not raise the OCR last week was 

“because of communication difficulties rather 
than economic risks, that policymakers 
had considered a 50 point hike, and that  
future policy decisions were not going to be 
tightly linked to lockdowns.” What did that 

Tui’s ad say … “Yeah, right!” With comments 

like this its understandable that alcohol 

spending jumped nearly 500% on eve 

of alert level 4 while NZ Q2 retail sales  

were up +3.3% on the quarter and +33.3% 

on the year due to the 2020 lockdowns.

While I’m not sure what the ‘communi-

cation difficulties’ were, possibly Mr  

Orr had his mobile on silent, but Mr  

Hawkesby’s comments saw the NZD 

outperform overnight, with further 

support found as commodity prices 

recovered with demand concerns 

easing after China reported no new 

COVID-19 cases and the US FDA granted 

full approval of the Pfizer/BioNTech 

COVID-19 vaccines. This saw the futures 

market also turn with pricing for an RBNZ 

October hike now at 60%, up from 48% 

yesterday, while equity markets were all 

in green territory and the 10 year treasury 

yield firmed to 1.29%.  

In Australia, Goldman Sachs are fore-

casting a substantial Q3 contraction 

as, “GDP is likely to fall 2% in Q3 from the 
previous period, driven by weaker household 

consumption and construction activity. 
The economy is then expected to expand  
at 1.8% in Q4.” Morgan Stanley then 
chimed in on the AUD, stating “We 
remain neutral on AUD/USD but continue 
to turn more constructive on the crosses. 
We continue to see AUD/NZD upside 
targeting 1.08.” And right on cue, Australia 
announced it is already planning a third 
booster vaccine shot.

In Europe, German GDP expanded at 
+1.6% in Q2, which was slightly more  
than 1.5% in the preliminary estimate,  
while the Bundesbank warned any virus 
resurgence may put an unexpected 
strain on the economy as “Growth could 
undershoot projections this year. That 
will likely weigh on full-year figure growth  
as well.”

China’s new strategy  
China’s rulers have a new catch-phrase, 

“cross-cyclical economic policy strategy.” 
While no one is quite sure what it means, 
the theory is that fiscal and monetary 
policy becomes more responsive. This 
is different to the traditional ‘counter-
cyclical policy,’ which is adding stimulus 
when the economy slows and withdrawing 
it as the economy speeds up, with ‘cross-
cyclical’ intervention acting pre-emptively, 
moving sooner and more incrementally.

RIP Charlie, you were one cool dude, and 
the Stones just won’t be the same!

Stay safe, keep on smiling, and hey, let’s be 
careful out there!
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