
The good, the bad, and the ugly 
… the good … Australian retail sales grew 

0.2% in May … the bad … 0.4% had been 
expected. Building permits also grew, at 
3.2% against an expected 4.8%, although 
the Australian industry index fell by 
1.8pips to -11.9 in June. Breaking it 
down, sales activity improved slightly to 

-15.6, employment also improved, rising 
6.6 points to -1.9, although new orders 
dipped slightly to -13.8. 

And finally, the ugly, UK bond markets 
collapsed overnight after the government 
backed down on its flagship welfare 
reforms. Initially intended to save the 
taxpayer GBP5.5bn, the amended bill, 
was then adjusted 3-times and will 
now actually cost the taxpayer an extra 
GBP100m. This saw the Chancellor, 
Rachel Reeves, breakdown in tears on 
the front bench, while PM Keir Starmer 
declined to say whether she will remain 
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in her post. With the IMF circling amid 
suggestions they will need to bail out 
the entire economy, 10-year gilt yields 
surged 16bps to the 4.62% level as the 
fiscal uncertainty weighed on investor 
appetite. 

And while the UK struggles as it attempts 
to re-balance its deficit, the US President 
has been harassing Republican House 
dissidents to pass the Big Beautiful Bill 
which will increase the US deficit by some 
USD4trn-USD5trn. Yes, that’s right… not 
billions, trillions! 

Like gilts, US treasury yields also gapped 
higher on deficit talk, which saw the 
2-years firm 1bps to 3.80%, while the 
10-years jumped 4bps to 4.29%. This 
provided a modicum of support for 
the USD-index, with most currencies 
flatlining against the USD, apart from the 
GBP which was dumped. 

Breaking the overnight releases down …. 

• US private businesses unexpectedly 
shed 33k jobs in June, the first decline 
since March 2023! Expectations had 
been for a gain of 95k, while May’s hiring 
was downgraded to 29k.  

• Against this, the US challenger job 
numbers, which provides information on 
corporate layoffs, fell to its lowest level in 
a year with 48k redundancies, the lowest 
so far this year and a 49% decrease from 
May’s 94k of job cuts.

• Eurozone unemployment increased 
from 6.2% to 6.3%.

• The Fed’s Thomas Barkin announced, 
“There is no urgency to change policy at the 

moment.”

Back to the tariffs …
… Canada’s US ambassador and chief 

negotiator announced, “Canada is still 
aiming to get all of Trump’s tariffs lifted. I 
remained confident the country can get the 
levies cancelled as part of negotiations for 
a new economic and security partnership.” 
President Trump announced, “I’m not 
thinking about extending the tariffs,” before 
threatening to impose a 35.0% tariff on 
imports from Japan given the country’s 
unwillingness to accept US-made cars 
and rice! He then announced the US has 
struck a trade deal with Vietnam with a 
20% tariff … and a 40% tariff on products 
that originate in another country and 
are then transferred to Vietnam for final 
shipment to the US!

Treasury Secretary Scott Bessent 
announced, “It’s a little bewildering’ that 
tariffs wouldn’t push Fed towards a cut.” 
Asked if he thinks the Fed will lower rates 
by the fall, he then added, “I think they 
could do it sooner than then, but certainly 
by September.”

The best of the rest …
It’s taken a while, and you probably 
heard it here first, but Deutsche Bank 
has released a paper stating the USD is 
under pressure as foreign investors “are 
no longer buying enough US-dollar assets 
to finance America’s huge current account 
deficit.”

Goldman Sachs suggests the S&P rally 
has room to run — but not for long stating, 

“We think this rally will continue for the next 
couple weeks but lose steam into August.”
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