
The ECB Forum on Central 
Banking …

… has turned into a massive ‘quote-fest’ 
for the globes leading central bankers, 
and they’re all telling you the same thing, 
interest rates will be higher for longer!

Jerome Powell started with, “Although 
policy is restrictive, it may not be restrictive 
enough, and it has not been restrictive 
for long enough! We believe there’s more 
restrictions coming (with) a strong majority 
for 2 more rate hikes as per the dot plots.” 
Christine Lagarde then added, “If the 
baseline stands, we’ll likely hike in July. 
We know we have more ground to cover. 
We’re not considering a rate pause at the 
moment.” BoE Governor, Andrew Bailey, 
continued with, “The UK economy turned 
out to be much more resilient. The data 
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showed clear signs of persistent inflation. 
We will do what is necessary to get inflation 
to target. Core inflation in the UK is much 
stickier.” Although BoJ Governor, Kazuo 
Ueda, was a little more resonate, stating, 

“Underlying inflation is below target. If we 
become reasonably sure about the second 
part of our inflation forecast, that would be 
a good reason to reconsider a policy change. 
The economy is going to expand slightly 
above potential for some time. If we want 
a 2.0% inflation rate, wage inflation is too 
high. The JPY is influenced by many factors.” 

The Australian inflation print came out 
better than expected after the May 
monthly release saw headline inflation 
fall to 0.0% from 0.3% in April. On an 
annual basis, inflation came in at 5.6%, 
which was a 13-month low, and lower 
than last month’s 6.8% and the forecast 
at 6.1%. Unfortunately, the ‘core’ print 
wasn’t so encouraging, coming in at 6.4% 
on the year while the trimmed mean 
eased to 6.1% from April’s 6.7%. Despite 
the large drop in the headline number, 
one of the Big 4 is still expecting the RBA 
will initiate another 25bp hike next week.

China’s National Bureau of Statistics 
announced industrial profits took a 
battering from insufficient demand 
although they are improving after they 
fell -12.6% in the year to May, but it was 
better than the prior months -18.2% 
contraction.

German consumer confidence saw its 
first deterioration in nine months falling 
to -25.4 from -24.4, which was well short 
of expectations at -23.0. 

In an interesting twist, European equity 
markets had a positive session, rallying 
0.75% to 2.0%, while US exchanges gave 
back some of yesterday’s gains. There 
was a similar contradiction in commodity 
markets after gas prices plummeted 

-4.5% while oil prices rallied 2.25%. The 
real movement, however, was in FX 
markets with the Australian inflation 
print starting the trend while the 
comments from Sintra in Portugal added 
to the trend which saw the NZD and 
AUD fall to the bottom of their ranges. 
Strangely, bond yields also eased with 
the US 2 and 10-years both 5bps lower at 
4.72% and 3.72%.      

A penny for your thoughts …
JP Morgan Chief Market Strategist, 
Marko Kolanovic, confirmed, “We expect 
a more challenging backdrop for US equities 
in H2 and believe risk-reward remains 
unattractive given the decelerating economy, 
a likely recession starting in 4Q23-1Q24, a 
softening consumer trends, and a significant 
re-rating of stocks so far this year.”

Goldman Sachs raised their Q2 US 
economic growth tracking estimate due 
to the “stronger than expected consumer 
confidence index in June, as both the present 
situation and expectations components rose 
while the labour differential also improved.”
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