
Watch out … there’s a new sheriff 
in town!
It’s the job he’s dreamt about since 
he was a little boy, and this afternoon 
his dreams come true! Yes, Christian 
Hawkesby will today stand in front of 
the world’s press (well … reporters from 
Stuff, TVNZ and the Waiheke Gulf News) 
and update the world following today’s 
RBNZ MPS meeting. Will he be an under-
cover hawk, an over the top dove … only 
time will tell, but the market has baked in 
a 25bps cut with the focus being on the 
statement, the central bank’s updated 
forecasts, and Christian’s performance 
at the post-meeting press confidence. 
Watch out Christian … the world’s press 
can be a cruel mistress!

With the UK and US markets 
re-opening ...
following their bank holidays, there was 
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a surprising amount of optimism. Global 
equity markets were buoyant with the 
European exchanges 0.3%-1.0% higher, 
while the US bourses rallied strongly, 
playing catch-up following the weekend’s 
EU tariff extensions, rallying 1.8%-2.3%! 
Strangely, commodity markets were 
broadly lower with most products 1.0% 
to 2.0% lower. Oil fell 1.0% with crude 
back below the USD61.00 level, gold 
prices eased 1.3%, while copper prices 
plummeted 2.0%. 

US bond yields are lower this morning 
after investors returned from their 
long weekend with renewed interest 
in US assets. The yield on the US 2-year 
treasury fell by 2bps to 3.98%, the 10-
year yield eased 4bps to 4.47%, while the 
30-year yield dropped 5bps to fall back 
below the 5.00% level. Lower prices, and 
the distinct flattening bias, will generate 
similar moves on the NZ and AU curves 
this morning. Interestingly, the US 
Treasury issued USD69bn of 2-year notes 
this morning at a high yield of 3.96%, 
which was 1bps better than the ‘when 
issued’ yield of 3.97%, signalling stronger-
than-expected demand. It should also 
be noted that the Japanese 10-year 
government bond yield fell to 1.47% this 
morning, marking its 3rd straight session 
of declines. These moves are important 
in that it signals future issuance will likely 
be driven to the shorter end of yield 
curves as governments look to reduce 
the issuance of super-long bonds in an 
effort to stabilise global bond markets.

FX markets saw the commodity 
currencies give up some of their recent 
gains after the USD-index firmed 0.5%. 
The NZD and AUD were the ‘biggest 
losers’ falling 0.9% and 0.7% respectively, 

which saw the NZD/AUD ease back to 
the 0.9225 level.    

The overnight releases were all pretty 
ho-hum …

• US durable goods orders fell 6.3% in April, 
reversing March’s distorted 7.6% rise, as 
commercial aircraft orders fell 51.0%.

• The Atlanta Fed GDPNow growth 
estimate for Q2 fell from 2.4% to 2.2%.

• US consumer confidence for May 
reached 98.0 versus the 87.0 estimate.

• Eurozone May final consumer 
confidence printed at -15.2

• German consumer confidence firmed to 
-19.9 in June from May’s revised -20.8.

• UK May CBI retailing reported sales fell 
to -27 from April’s -8.

• Chinese industrial profits rallied 3.0% 
in April from 12-months ago, which was 
better than March’s 2.6% gain.

BoJ Governor Ueda summed up what 
most central bankers are thinking when 
he stated, “While many of my G7 colleagues 
look relieved by progress made in the fight 
against inflation, they also acknowledged 
new challenges such as heightened trade 
policy uncertainty and dealing with more 
frequent supply side shocks. In Japan 
we are still grappling with longstanding 
challenge of achieving our 2% inflation 
target in sustainable manner. While we are 
now closer to our inflation target than any 
time during the last few decades, we are not 
quite there. Japan’s real policy rate remains 
deeply negative.”

The ECB’s Philip Lane stated, “The ECB’s 
task to bring inflation back to 2.0% is mostly 
completed.”
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