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Events Round-Up

AU: NAB business conditions, Jun: 9 vs. O prev.

AU: RBA cash rate target (%), Jul: 3.85 vs. 3.6 exp.

US: NFIB small business optimism, Jun: 98.6 vs. 98.6 exp.
US: NY Fed 1yr inflation expectat., Jun: 3.02 vs. 3.20 prev.

Good Morning

Markets have settled somewhat after the initial shock
yesterday of Trump starting to announce the punitive
tariffs that will be in place from 1 August for countries
where trade negotiations haven’t gone well. US equities
are flat, US Treasury yields are higher, and the curve is
steeper again. Net currency movements have been
modest, with the AUD a clear outperformer after the RBA
shocked the market by not cutting rates.

Yesterday, President Trump told reporters that the door
was left open for trade negotiations for those countries
that had received their letters informing them of the tariff
rates that would be applied from 1-August. The new tariff
rates were close to the punitive levels reported on
Liberation Day. Trump said if countries call with a different
offer “and if | like it, we'll do it”, adding that the current
offer on the table was firm but not 100% firm.

Some media interpreted the comments as just another
delay to tariffs and the date being a moveable feast, but
Trump clarified overnight “There has been no change to
this date, and there will be no change. In other words, all
money will be due and payable starting AUGUST 1, 2025 -
No extensions will be granted.” Thus, while the tariff rates
appear negotiable, Trump has made it clear that there will
be no further delay to implementation. At the time of
writing, no new tariff letters had been announced in
addition to those released yesterday morning, but they can
come at any given moment.

In additional tariff news overnight, Trump told reporters
he planned to implement a 50% tariff rate on copper as
part of a set of looming sectoral tariffs (these are separate
to the country level tariffs which are being rolled out). On
pharmaceuticals, he said higher tariffs wouldn’t come in
for another 12-18 months, but “they’re going to be tariffed
at a very, very, high rate, like 200%...we’ll give them a
certain period of time to get their act together”. US copper
prices are up over 10% to a record high, taking the YTD
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gain to about 35% as markets have been anticipating a
higher tariff. As US domestic production of copper can’t be
increased over coming years — it takes years to develop a
mine — higher prices will directly feed into inflation
pressure.

There have been plenty of rumours about where US-EU
trade negotiations sit, with diplomats relaying
conversations. US Commerce Secretary Lutnick said the
EU has made real offers to the US and the bloc is indicating
it will open markets. He added that Trump is deciding how
to play those.

US equity markets aren’t convinced that country-level
tariffs will be higher than they currently are and, while
trading with a cautious tone, the S&P500 is flat. Bond
investors are taking higher tariffs a little bit more seriously,
with rates higher and curves steeper for a second day, with
rates up 1-4bps. The 30-year Treasury is approaching the
5% mark again. The 3-year bond auction didn’t go
particularly well, with rates pushing higher into the event
and still clearing slightly above the prevailing yield, with
investor demand extremely weak. Global rates are also
higher, with UK and Germany 10-year rates up 4bps.

US economic data releases haven’t been in focus, but for
the record, year-ahead inflation expectations from the NY
Fed’s survey fell 18bps to a five-month low of 3.02% in
June, while the three and five-year measures were
unchanged at 3.00% and 2.61% respectively. The headline
NFIB index of small business sentiment was little changed
at 98.6.

Yesterday, the RBA shocked the market, keeping policy
steady against high expectations of a 25bps cut. The
market was nearly fully priced for a cut, but Governor
Bullock explained that the Bank had limited ability to
influence market pricing ahead of the decision, largely due
to the new board voting structure that makes rate moves
less predictable. For the first time, the Bank published
unattributed votes of the nine members and the decision
to hold was 6-3. Governor Bullock emphasised that the
decision to hold was about timing rather than direction.
The Board “could wait for a little more information to
confirm that inflation remains on track to reach 2.5% on a
sustainable basis”.

Australian rates and the AUD jumped higher on the
decision. While the market still sees the cash rate falling to
around 3%, a high chance is given of the Bank delivering
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the next rate cut in August, pausing in September and
cutting again in November, with further easing next year.
The AUD has been the best performing of the majors,
albeit on a day of small net currency movements, and it is
up just 0.5% from this time yesterday to 0.6530. NZD/AUD
has fallen below 0.92, settling just below that mark. To the
extent that the RBA decision was more one of timing, it
doesn’t change our outlook for a relatively flat cross rate.

The NZD itself is a touch weaker overnight, against a
backdrop of broad USD support. The currency slipped to a
low of 0.5980 overnight and is currently around 0.60.

JPY is the weakest of the majors again as the market
digests the higher tariff rate announced yesterday and
complications of that decision ahead of the forthcoming
election. It won’t help the leading LDP party’s chance in
the election, injecting some political uncertainty into the
mix. NZD/JPY is trading at a five-month high above 88.

The domestic rates market closed just ahead of the RBA
announcement. It was a quiet session ahead of the RBNZ's
meeting today, with higher rates across the curves by 1-
3bps, but less than seen against the US and Australia.
Since the NZ close, the Australian 3-year bond future is up
10bps in yield terms, while the 10-year rate is up 9bps,

which should impart an upward bias to NZ rates on the
open.

In the day ahead, Chinese inflation data will be released,
ahead of the RBNZ’s Monetary Policy Review. Most
analysts agree that the OCR will be left unchanged at
3.25%, the first pause in the easing cycle since it began last
August. Forecasts won’t be updated, and we expect a
short policy assessment that keeps the Bank’s options
open regarding future policy decisions. With the market
pricing about 40bps of further cuts, a neutral statement
would likely come across as hawkish for those expecting a
nod toward further easing.
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Coming Up

Period Cons.
CH PPI (yy%) Jun -32 -33 13:30
CH CPI (y/y%) Jun -0.1 -0.1 13:30
NZ RBNZ official cash rate (%) Jul 3.25 3.25 14:.00
US FOMC meeting minutes Jun 06:00

Source: Bloomberg, BNZ

Currencies Equities Commodities
FX Majors Indicative overnight ranges (*) Other FX Major Indices Price (Near futures, except CRB)
Last % Day Low High Last % Day Last % Day % Year Last Net Day
NzD 0.6000 +0.1 0.5980 0.6029 CHF 0.7958 -0.3 S&P 500 6,228 -0.0 11.8 Oil (Brent) 70.18 +0.8
AUD 0.6530 +0.6  0.6508 0.6548 SEK 9.525 -0.1 Dow 44,265 -0.3 12.5 Oil (WT) 68.38 +0.6
EUR 1.1727 +0.1 1.1683 1.1765 NOK 10.096 -0.4 Nasdaq 20,427 +0.1 11.0 Gold 3314.2 -0.9
GBP 1.3595 -0.1 1.3526  1.3647 HKD 7.850 +0.0 Stoxx 50 5,372 +0.6 8.1 HRC steel 890.0 +1.3
JPY 146.67 +0.4 146.00 146.98 CNY 7.179 +0.0 FTSE 8,854 +0.5 8.1 CRB 299.3 -0.2
CAD 1.3675 -0.1 SGD 1.279 -0.0 DAX 24,207 +0.6 31.0 Wheat Chic. 547.8 -0.1
NZD/AUD  0.9188 -0.5 IDR 16,206  -0.2 CAC 40 7,767 +0.6 1.8 Sugar 16.13 -0.9
NZD/EUR  0.5116 -0.1 THB 32.58 -0.2 Nikkei 39,689 +0.3 -4.5 Cotton 64.68 -0.4
NZD/GBP  0.4413 +0.2 KRW 1,372 -0.5 Shanghai 3,497 +0.7 18.2 Coffee 285.6 +2.6
NzZD/IPY 88.00 +0.5 TWD 29.04 -0.0 ASX 200 8,591 +0.0 9.7 WM powder 3785 -0.1
NZD/CAD 0.8205  +0.0 PHP 56.36 -0.6 NZX 50 12,859 +0.7 8.5 Australian Futures
NZ TWI 69.13 -0.0 VIX Index 16.71 -6.1 +35.1 3 year bond 96.59 -0.11
Interest Rates 10 year bond  95.65 -0.10
Rates Swap Yields Benchmark 10 Yr Bonds NZ Government Bonds NZ BKBM and Swap Yields
Cash 3Mth 2Yr 10 Yr Last Net Day Last Chg Last Chg
uUsD 4.50 4.85 3.65 3.85 usD 4.41 0.03 15-Apr-27 3.28 0.01 BKBM 1-mth  3.33 0.00
AUD 3.85 3.58 3.31 4.22 AUD 4.26 0.08 15-May-28 3.49 0.01 BKBM 3-mth  3.27 0.00
NzD 3.25 3.27 3.19 4.09 NzD 4.55 0.03 20-Apr-29 3.67 0.01 1year 3.15 0.00
EUR 2.00 1.94 2.00 2.64 GER 2.69 0.04 15-May-30 3.86 0.02 2 year 3.19 0.02
GBP 4.25 4.44 3.65 4.10 GBP 4.63 0.05 15-May-31 4.06 0.02 3 year 3.31 0.02
JPY 0.48 -0.03 0.72 1.27 JPY 1.50 0.04 15-May-32 4.22 0.02 5 year 3.57 0.02
CAD 2.75 4.97 2.55 3.12 CAD 3.43 0.03 14-Apr-33 4.34 0.02 7 year 3.81 0.02
15-May-34 4.45 0.03 10 year 4.09 0.03
Policy Meeting Run 15-May-35 4.55 0.03 15 year 4.35 0.02
NzZD AUD USD 15-May-36 4.64 0.03
1st 3.22 3.61 4.32 15-May-37 4.75 0.03 NZ Inflation-Indexed Bonds
* These are indicative ranges from 5pm NZT; 2nd 3.08 3.83 4.16 15-May-41 5.00 0.03 Sep-30 2.04 0.04
please confirm rates with your BNZ dealer 3rd 3.02 3.26 4.01 15-May-51 5.19 0.03 Sep-35 2.74 0.04
Rates are as of: NZT 06:57 4th  2.94 3.19 3.84 15-May-54 5.23 0.03 Sep-40 3.13 0.04
Source: Bloomberg 5th  2.90 3.09 3.74
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NZD exchange rates

9/07/2025
USbD
GBP
AUD
EUR
JPY
CAD
CHF
DKK
FJD
HKD
INR
NOK
PKR
PHP
PGK
SEK
SGD
CNY
THB
TOP
VUV
WST
XPF
ZAR

6:58 am
0.6000
0.4413
0.9188
0.5116
88.00
0.8205
0.4775
3.8194
1.3588
47116
51.44
6.0596
170.68
33.83
24710
5.7174
0.7680
4.3085
19.53
1.3974
71.88
1.6340
61.11
10.6842

NZD/USD Forward Points

1 Month
3 Months
6 Months
9 Months
1 Year

BNZ buys NZD
6.42

19.10

36.38

49.60

60.26

NZD/AUD Forward Points

1 Month
3 Months
6 Months
9 Months
1 Year

BNZ buys NzZD
5.60

14.43

23.68

30.00

35.77

Prev. NY close
0.5995
0.4407
0.9236
0.5120
87.56
0.8203
0.4786
3.8200
1.3576
4.7057
51.48
6.0742
170.39
33.99
2.4681
5.7167
0.7672
4.3021
19.53
1.3974
71.47
1.6389
61.08
10.7084

BNZ sells NZD
6.58

19.50

37.38

51.70

63.27

BNZ sells NZD
6.02

15.41

26.30

35.11

43.83
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