
The shock of it all!
It’s the gift that keeps on giving! Former 
President Donald Trump has pleaded 
not guilty to 37 charges relating to 
allegations he kept classified documents 
after he left the White House. 

US inflation came out broadly in line 
with expectations, raising the possibility 
the Fed will pause tomorrow. Breaking 
it down, inflation increased 0.1% on the 
month and 4.0% on the year, which was 
below forecasts at 4.1%, although the 
core rates remain ‘sticky’ at 0.4% and 
5.3%, which was slightly higher than the 
expected 5.2%. So, some positives, some 
negatives, but the song remains the same 

… headline falls are offset by the stronger 
cores. 
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2 year swap 5.33% 4.35%

10 year Govt 4.56% 4.01%

In other news, US small business 
optimism increased slightly to 89.4 in 
May, from April’s 89.0 print. Sentiment 
is also increasing in Germany after the 
ZEW economic sentiment index rose to 

-8.5 in June, from May’s -10.7. The UK 
unemployment rate increased 0.1% to 
3.8% in the 3-months to April, although 
it was lower than the 4.0% forecast. In 
Australia, business confidence fell to -4 
in May while, conversely, the consumer 
confidence index jumped into positive 
territory at 0.2% in June, rallying from 
May’s -7.9%. 

The NZ immigrate debate appears to be 
falling from the agenda rather quickly 
after April’s numbers highlighted a 
net inflow of 5,785 migrants. Yes, it is 
still ‘elevated’, but it was the smallest 
net gain since October and lower than 
the prior two months, which produced 
consecutive inflows of over 13,000 
people. Further bad news came from 
the Fonterra Pulse WMP auction, which 
saw Fonterra’s key product fall from 
USD3,100 to USD3,080 MT.

Always the outlier, the Peoples Bank of 
China cut its 7-day repo rate from 2.00% 
to 1.90%, with focus now well and truly 
on Thursday’s 1-year and 5-year lending 
facility fixings. China is also continuing its 
shift to stimulatory mode, with Chinese 
banks providing CNY1.36tn in new yuan 
loans in May, an increase of CNY0.72tn 
on April’s lending.

 
 
 

Financial markets were in a positive 
mood ahead of a potential Fed pause, 
which saw equity markets post broad 
gains in the 0.25%-0.75% range, as 
were commodity markets with oil prices 
gaining 3.0% after the US announced 
it would purchase around 12 million 
barrels for its strategic reserves. Bond 
yields were cautiously higher, with the 
US 2 and 10-years 9bps and 7bps higher 
at 4.68% and 3.83% respectively, while 
the USD depreciated following the CPI 
release, which saw the NZD, AUD, and 
EUR post modest gains.   

The gossip corner
US Treasury Secretary Janet Yellen 
stated we, “Should expect a slow decline 
in USD as the reserve currency” while the 
PIMCO CIO added, “There’s no guarantee 
that we’re going to be short the dollar all 
the time, but today, (in) positioning we have 
dollar underweights versus G10 and EM.”

Goldman Sachs CEO David Solomon 
stated, “Inflation is a little bit stickier, and 
I do think, in the distribution of outcomes, 
there’s a reasonable chance that rates go 
higher,” while Morgan Stanley announced 

“With the S&P 500 rally now crossing the 
20% threshold, many are declaring the 
bear market officially over. We respectfully 
disagree due to our 2023 earnings forecast.”

One of the local banks has raised its RBA 
forecast to 4.60%, from 4.35%, calling for 
25bps hikes in July and August. 
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