
Let’s party like it’s 1999 …
Because the weekend is almost upon us 

… but let’s not forget Hulk Hogan who 
passed overnight!

In the central bank corner …
The ECB followed through on the 
messaging that the individual members 
had been espousing since its last meeting, 
to leave its key interest rate settings 
unchanged. This effectively signals the 
end of the current easing cycle after eight 
cuts over the past year that has brought 
borrowing costs to their lowest levels 
since November 2022 with the main 
refinancing rate at 2.15% and the deposit 
rate at 2.00%.

ECB President Lagarde confirmed, “The 
ECB is well positioned and in a good place 
to handle any economic shocks. We’re 
confident that the inflationary shock is 
behind us (although we) acknowledged the 
difficulty in assessing how tariffs will impact 
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given the mix of both inflationary and 
disinflationary pressures.” Ms Lagarde also 
reiterated, “The ECB does not target the 
EUR FX rate directly but considers it when 
forecasting inflation.”

RBA Governor Michele Bullock gave a 
speech raising the possibility that a rate 
cut in August is not a done deal after she 
confirmed, “A measured, gradual approach 
to monetary policy easing is appropriate. 
The labour market has eased only gradually, 
with the unemployment rate still relatively 
low. The rise in unemployment in June was 
in line with forecasts and wasn’t considered 
a shock. The RBA needs further data to 
support its forecast that core inflation will 
ease toward 2.5%. Q2 core inflation may not 
have slowed as much as initially expected. 
There is still uncertainty and unpredictability 
in the global economy, however, the 
likelihood of a severe downside trade war 
scenario now appears to have diminished.”

The RBNZ’s Chief Economist, Paul 
Conway, also gave a speech, but stuck 
to the company script stating, “The 
uncertainty over tariffs is likely to dampen 
business investment and reduce inflation in 
NZ. The tariffs will lead to a weaker global 
economy and softer global demand. The 
Q2 CPI release was very much in line with 
the RBNZ’s expectations. I see the scope to 
lower rates further if inflation continues to 
moderate. The early data reads suggest NZ 
economic growth slowed in Q2.” That’s all 
very well, but the RBNZ is forecasting 
inflation will firm back towards 3.0% in 
H2 2025!

Looking at the actual data releases …

• US initial jobless claims fell for the 
6th consecutive week, falling by 4k to 
217k. Continuing claims firmed from the 
downwardly revised 1,951k to 1,955k.  

• The other US releases saw building 
permits decrease by 0.1%, the Chicago 
Fed’s activity index rose to -0.1 in June 
from May’s revised -0.2, while the Kansas 
City Fed’s manufacturing index fell from 
5 to -3 in July.

• US PMIs were mixed with 
manufacturing easing back from 52.6 to 
49.5, while services jumped from 52.9 to 
55.2, which meant the composite firmed 
from 52.9 to 54.6. 

• Japanese Manufacturing PMIs fell from 
50.1 to 48.8, although services expanded 
from 51.7 to 53.5 which meant the 
composite flatlined at 51.5.

• Australian PMIs were all higher in July 
with manufacturing increasing from 50.6 
to 51.6, services expanded from 51.8 to 
53.8, which saw the composite surge 
from 51.6 to 53.6! 

Summing it all up … 
Last night was a bit of a ‘yawn-fest’ with 
the NZD and AUD unchanged as they 
consolidate at key resistance levels! 
The GBP was the biggest loser, with 
the JPY also under pressure after UBS 
suggested the recent US-Japan trade 
deal will be a drag on the Japanese 
economy. US Treasury yields extended 
their gains from the prior session with 
the 2-years 5bps higher at 3.93%, while 
the 10-years firmed 2bps to 4.40%. 
Antipodean swap curves will likely open 
higher this morning with both curves 
maintaining their steepness, building 
a premium into the forward starting 
swaps. Equity markets are broadly higher, 
although Tesla plummeted 8.8%, while 
commodities were lower, apart from oil 
which firmed 1.4%.  
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