
Trade negotiations harden 
The 1 August deadline for negotiating 
trade agreements with the US is 
very much in focus, with European 
negotiators set to meet this week to 
formulate a plan for retaliation measures 
if no tariff agreement is reached. The 
US is now seen to want a near-universal 
tariff on EU goods higher than 10%, 
with perhaps exemptions for aviation, 
some medical devices and alcohol, while 
quotas for steel and aluminium are also 
being discussed. Europe is facing a 30% 
tariff on most exports from 1 August, 
with separate tariffs on cars, steel and 
aluminium. In all, the EU estimates that 
US duties already cover EUR380 billion, 
or 70%, of its exports to the US. Europe is 
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not known for its ability to move quickly, 
so finding common ground before the 
deadline might be wishful thinking. A 
retaliation risks escalating tensions, the 
US-China example proving how quickly 
things can spiral, to the point where the 
tariff setting makes any trade effectively 
redundant. Market caution is set to build 
as the 1 August deadline draws nearer. 

For now, the EUR is one of the best 
performing major currencies - the       
EUR/USD is up from 1.0200 at the start 
of the year to 1.1800 earlier this month. 
At 0.5130, the NZD/EUR is approaching 
lows not seen in a decade. While an 
easing bias is still being priced for the ECB. 

Markets see only one further cut over 
the coming months, with policymakers 
clouded by tariff uncertainties. Let’s see 
what 1 August brings… 

At least someone’s talking sense
While Trump administration may not be 
the first thing you think of when it comes 
to reasonable decision, it appears that the 
Treasury Secretary, Scott Bessent may 
have his head screwed on straight; the 
WSJ has reported that Bessent privately 
made the case to Trump against firing 
Fed Chair, Powell, siting the economy’s 
resilience, the prospects of Fed rate cuts 
later this year, potential market impacts 
and legals obstacles, it does not really 
need to be said, but all of which are all 
reasonable. It is not so surprising that 

when Trump was proposed the option of 
Bessent as the next Fed Chair he raised 
that Bessent was doing such a good job in 
the treasury he did not want to move him.

Today’s the day …
This morning, we will have the release of 
the June quarter NZ CPI figure, it is likely 
that the print will push higher than the 
March quarter’s 2.5%, as price pressures 
remain. The majority of local banks 
expecting CPI to print towards the top of 
the RBNZ’s range. What this means for 
future OCR cuts an unknown, it is likely 
that CPI will remain firm in this current 
quarter as council rate increases flow 
through, the RBNZ’s expectation is that 
CPI will fall back towards the bottom of 
its 2.0-3.0% range, while the RBNZ will 
also undoubtedly be keeping an eye on 
domestic high frequency data which has 
softened over recent months which will 
help ease future inflationary pressures. 
Current pricing is for a ~70% chance of 
an 25bps cut in August.

This week is a slower week in terms of 
data with not too much to get excited 
about, NZ CPI is up there on things to 
get excited about. Other noteworthy 
releases include a myriad of services and 
manufacturing indexes from Japan, the 
Eurozone, the UK and the US. 
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