
Tonight’s the night
With the markets awaiting a certain  
Mr  Powell’s speech, we’ll soon know if 

“it’s gonna be alright!” 

If Mr Powell was unsure about what 
approach to take, three policy hawks, 
St. Louis Fed President, James Bullard, 
Robert Kaplan of the Dallas Fed 
President, and Kansas City Fed President, 
Esther George, all called for an early 
tapering as “inflation is running faster 
than wage increases,” and “purchases were 
designed to stimulate demand, and that 
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we don’t have a demand problem anymore. 
(Also, I am) concerned about the high price 
of housing and that buying mortgage-
backed securities is counterproductive to 
slowing those increases,” as well as, “the Fed 
has made substantial further progress in its 
goals, and it is time to start to taper process.” 

Overnight, the US economy advanced 
at an annualised 6.6% in Q2, which was 
slightly below the consensus forecast 
of 6.7%, while the GDP price index was 
a touch firmer than expected at 6.1%, 
which was where the core PCE deflator 
printed as well. Other US releases saw 
weekly jobless claims rise slightly to 
353,000 with the continuing claims 
increasing to 2,862,000.  

In Europe, it was a busy day. The ECB 
released its July minutes highlighting 
that the “new forward guidance did not 
necessarily imply ‘lower for longer’ interest 
rates,” even though “the forward guidance 
language should clearly dispel the notion 
that 2% was a ceiling for inflation, given 
that the new strategy explicitly allowed for 
a moderate and transitory overshooting.” 
Well, we’re glad that cleared things up! 

ECB Vice-President, Luis de Guindos, 
announced that the ECB could revise its 
macroeconomic forecasts higher again 
as “stronger projections aren’t going to 
mean much for the central bank when they 
continue to commit to the narrative that 
inflation remains ‘transitory’.” 

ECB chief economist, Philip Lane, then 
added it’s “too early to discuss an end of 
PEPP at the September policy meeting. 
Markets don’t need long notice before end of 
PEPP as QE will continue via the APP.” 

Finally, the German GfK consumer 
confidence index, fell to -1.2. It was the 
17th consecutive month that the number 
has printed in negative territory. 

While RBNZ Governor, Adrian Orr, was 
chasing the glory, the Bank of Korea 
has beaten him to the punch and raised 
its key policy rate by 25bps to 0.75% in 
its first rate hike in almost three years. 
Australian Q2 private capex expenditure 
rose 4.4% in Q2, which was ahead of the 
2.5% forecast but below Q1’s 6.3%.

The unfortunate bombing in Kabul saw 
some of the confidence shaken as equity 
markets turned negative in Europe and 
the US. Commodities were mixed with 
oil off -1.0% although natural gas surged 
7.35%. In amongst this, bond yields were 
steady, with the US 10 year at 1.34%, 
while the USD found a molecule of 
support which saw the NZD and AUD 
ease a touch. The New Zealand market 
is now pricing in an 80% chance of two 
hikes by the November MPC.    

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