
“The lady isn’t tapering” 
Last night was all about the ECB and given 
the rhetoric of the last couple of weeks, it 
wasn’t too much of a shock when it chose 
to leave monetary policy unchanged but 
opted to slow down the pace of net asset 
purchases under their PEPP programme; 
but, as ECB President, Christine Lagarde, 
stated “The lady isn’t tapering, it’s a 
recalibration.” 

ECB policymakers agreed to target month-
ly purchases of between EUR60 billion and 
EUR70 billion with some “flexibility” which 
is down from the current EUR80 billion.  
The ECB also raised its longer-term infla-
tion projections to 2.2% in 2021, 1.7% in 
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2022, and 1.5% in 2023, with core inflation 
forecast at 1.3% in 2021, 1.4% in 2022, and 
1.5% in 2023.

Apart from the ECB, the German trade 
surplus in July came in at EUR18.1 billion 
compared with a €19.2 billion surplus a 
year earlier. Exports jumped 12.4% and 
imports rose 16.6%.

In the US, initial claims declined to a 
new pandemic low of 310,000, which 
was significantly lower than the market 
forecasts of 335,000. Interestingly, this is 
the last reading before the expiration of the 
government pandemic unemployment aid 
of USD300 per week. Meanwhile Dallas 
Fed President, Robert Kaplan, stated he’d 
like to taper “at the earliest opportunity,” 
while Michelle Bowman added “It’s likely 
appropriate to begin tapering this year if the 
data comes in as expected.”

US and European bourses eased on 
growth concerns while the US dollar index 
eased 0.2%, which saw the commodity 
currencies firm, although the NZD 
outperforms with NZD/AUD hitting 
0.9650. The T-bond eased to 1.30%.  

China’s August inflation numbers were 
rather benign with annualised CPI at  
0.8%, when 1.0% was expected, but it 
was a different story with its input prices 
after PPI printed at 9.5% on the year 
when ‘just’ 9.0% was expected. This is 
interesting as economic theory dictates 
that PPI pressures should feed into CPI, 
but this doesn’t seem to be the situation 
in China as it appears the higher costs are 

being absorbed by producers. In addition, 
there was further bad news for Chinese 
property firm, Evergrande, with the latest 
reports suggesting Evergrande plan to 
suspend loan interest payments.

New Zealand manufacturing activity 
in Q2 saw quarterly volumes fall 0.1% 
although the volume for dairy and meat 
products, which are New Zealand’s 
biggest export earners, increased 0.1%.  
A further positive was the upward revis-
ion of the Q1 volumes to 0.6% from 0.4%. 
Not so good, but to some extent perfectly 
understandable, the NZ Truckometer 
saw heavy traffic fall 18.1% on the month 
while the light traffic index fell 27.6%.

A survey from the UK’s Recruitment 
and Employment Confederation, (REC), 
reports that employers are facing the 
most severe shortage of job candidates  
on record.

In a ‘win’ for some of the world’s biggest 
banks, a US judge signalled he won’t 
immediately terminate LIBOR, rejecting 
an effort by a group of borrowers who 
argued the benchmark is the product of a 

“price fixing cartel.”

20 years on
RIP to those colleagues and friends who 
perished when the Twin Towers were 
attacked on 11 September 2001. 

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