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Events Round-Up

NZ: ANZ activity outlook (net%), Jul: 40.6 vs. 40.9 prev.
AU: CPI (y/y%), Q2: 2.1 vs. 2.2 exp.

AU: CPI trimmed mean (q/q%), Q2: 0.6 vs. 0.7 exp.
AU: CPI trimmed mean (y/y%), Q2: 2.7 vs. 2.7 exp.

GE: GDP (g/q%), Q2: -0.1 vs. -0.1 exp.

EC: Economic confidence, Jul: 95.8 vs. 94.5 exp.

EC: GDP (q/q%), Q2: 0.1 vs. 0.0 exp.

US: ADP employment change (k), Jul: 104 vs. 75 exp.
US: GDP (ann'lsd q/q%), Q2: 3.0 vs. 2.6 exp.

US: Core PCE deflator (ann'lsd g/q%), Q2: 2.5 vs. 2.3 exp.
CA: Bank of Canada policy rate, Jul: 2.75 vs. 2.75 exp.
US: Pending home sales (m/m%), Jun: -0.8 vs. 0.2 exp.
US: Fed Funds rate (upper bd%), Jul: 4.5 vs. 4.5 exp.

Good Morning

As expected, the Fed kept policy on hold and there were
only minor tweaks to the release. There was a nod to
growth slowing, noting economic activity “moderated in
the first half of the year”, previously characterised as
expanding at a solid pace. “Uncertainty about the
economic outlook remains elevated”, the statement
removing the reference to uncertainty as having
diminished. In a repeat, “labour market conditions remain
solid” and “inflation remains somewhat elevated”.

The defining feature of the meeting was two dissents in
favour of a rate cut by Trump-appointees Waller and
Bowman. While this was widely anticipated, it is the first
occasion of more than one Governor dissenting since 1993
(dissents by regional Fed Presidents are more common).
This plays to fears that the Fed has become increasingly
politicised and is losing its independence.

While there was some risk of Chair Powell opening the
door to a September rate cut, in his press conference he
played with a straight bat, saying “we have made no
decisions about September”. He still characterised policy
as modestly restrictive and noted downside risk to the
labour market. But clearly, any decision to cut rates will be
data dependent, with two employment reports and CPI
reports ahead of that meeting.
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Ahead of the Fed meeting, the USD was broadly stronger
and US Treasury yields were modestly higher in response
to data showing slightly stronger than expected GDP
growth and core PCE deflator (see below). With no clear
indication that the Fed will be cutting as soon as
September, the market slightly extended those moves
during Powell’s press conference.

Powell is still speaking as we go to print and the market is a
little jumpy, but the USD DXY index is up a solid 0.7% for
the day and the NZD has slipped just below 0.59. The NZD
and AUD have been two of the weakest majors overnight,
both down over 1%, so the NZD is flat to slightly weaker on
the crosses, apart from a small lift in NZD/AUD to 0.9165,
supported after soft Australian CPI data.

US Treasury yields are up 6-7bps for 2 and 10-year rates,
seeing the latter at 4.38%, at its high for the day. US
equities are up slightly. The market prices 38bps of Fed
cuts by year-end, compared to 46bps priced at yesterday’s
close.

In its quarterly statement on debt issuance, the US
Treasury said it will rely more on short-dated securities to
fund the federal deficit “at least until 2026” and
anticipates keeping the size of its note and bond auctions
unchanged “for at least the next several quarter”. The
business-as-usual statement was well anticipated by the
market, and the strategy will see short-term Treasury Bills
rise as a percentage of outstanding debt.

US GDP was slightly stronger than expected, rising at an
annualised 3.0% in Q2 following the 0.5% fall in Q2. The
surge in imports in Q1, followed by the plunge in Q2 as
businesses brought forward imports ahead of higher tariffs
explains the volatility. The average 1.25% growth over the
first half of the year is a better measure of economic
performance, much weaker compared to average growth
of 2.5% through 2024. Personal consumption grew 1.4%
annualised in Q1 following 0.5% in Q1, portraying sluggish
consumer spending over the first half. Fixed investment
rose just 0.4% annualised, with a slump in residential and
non-residential building offset by strong software and
equipment investment linked to the boom in Al.

The core PCE deflator rose an annualised 2.5% in Q2,
higher than the 2.3% expected. If there were no data
revisions, this would imply a jump of 0.5% m/m in June,
compared to expectations of 0.3% m/m, in data to be
released Friday, but April and/or May were probably
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revised higher. Still, higher core inflation doesn’t help the
case for easier monetary policy unless the labour market
significantly deteriorates.

ADP private payrolls, rose 104k in July, stronger than the
75k expected, but the series has been a poor predictor of
non-farm payrolls, which is the key employment figure
released on Friday. A 0.8% drop in pending home sales
continued the theme of weak housing market activity.

Euro area GDP rose 0.1% in Q2, a touch higher than the flat
result expected, with small contractions in Germany and
Italy, offset by growth for France and Spain. The tepid lift
in activity follows the solid 0.6% gain in Q1. Still, on a day
where US GDP growth is running relatively much stronger,
it highlights that some fragility for the end of US growth
exceptionalism narrative.

The Bank of Canada left its policy rate unchanged at 2.75%
for a third consecutive meeting. The Bank maintained an
easing bias, noting “If a weakening economy puts further
downward pressure on inflation and the upward price
pressures from the trade disruptions are contained, there
may be a need for a reduction in the policy interest rate”.
The Bank stuck with producing scenarios, rather than point
forecasts, given the uncertainty about US tariff policy.
Governor Macklem said "The unusual degree of
uncertainty does mean we have to put more weight on the
risks, look over a shorter horizon than usual, and be ready
to respond to new information". Canadian rates showed
little net movement for the day, while the moderately
weaker CAD reflected broad USD strength.

President Trump said he would impose a 25% tariff on
imports from India from 1-August, plus a penalty for
buying Russian military equipment and energy. He added
that India has tariffs that are “among the highest in the
world, and they have the most strenuous and obnoxious
non-monetary trade barriers of any country”. For other
countries, Trump said the 1-August deadline stands strong
and will not be extended, meaning higher tariffs will kick in
for those countries which haven’t secured deals, such as
South Korea, Taiwan, Canada and Mexico. We still await
the higher tariff NZ and Australia will face, which is likely to
be either 15% or 20%. Trump signed an executive order for
a 50% tariff for Brazil, effective in seven days, albeit with a
long list of exemptions.

Australian Q2 CPI data were on the softer side of
expectations, with the key trimmed mean measure of core

inflation running at 0.6% q/q, resulting in the annual figure
falling two-tenths to a 3%-year low of 2.7%, close to the
mid-point of the RBA’s 2-3% target range. The data
cemented in market expectations for a 25bps rate cut at
the August meeting. Australian rates nudged lower after
the release.

In the domestic rates market, global forces drove down NZ
rates, although rates fell by less than in the US and
Australia. NZGB rates closed the day 3-4bps lower, while
swap rates were down 1-3bps. The ANZ NZ business
outlook survey showed little change across the board for
the month, with the survey continuing to suggest more
buoyant growth than indicated by other business surveys,
while year-ahead inflation expectations nudged down by
3bps to 2.68%.

It’s another active day on the economic calendar for the
day ahead. China PMI and Australian retail sales data
come ahead of the BoJ meeting this afternoon, where the
Bank is expected to kept policy unchanged, with political
uncertainty giving it some cover. Highlights on the calendar
tonight include personal spending data, the monthly PCE
deflator and employment cost index for the US, and
German inflation and labour market data.
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Coming Up

Period Cons. Prev. NZT
CH Manufacturing PMI Jul 49.7 49.7 13:30
CH Non-manufacturing PMI Jul 50.2 505 13:30
AU Real retail sales (q/q%) Q2 0.1 0.0 13:30
JN BolJ targetrate Jul 05 05
GE Unemploymentrate (%) Jul 63 6.3 1955
EC Unemploymentrate (%) Jun 6.3 6.3 21:.00
GE CPIEU harmonised (y/y%) Jul 19 20 00:00
CA GDP (m/m%) May -0.1 -0.1 00:30
US Personal income (m/m%) Jun 0.2 -04 00:30
US Real personal spending Jun 0.1 -0.3 00:30
US Core PCE deflator (m/m%) Jun 03 0.2 00:30
US Core PCE deflator (y/y%) Jun 27 27 00:30
US Employment costindex(q/q%) Q2 0.8 0.9 00:30
US Initial Jobless Claims 26-Jul 224 217 00:30
US Chicago PMI Jul 420 404 0145

Source: Bloomberg, BNZ
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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 0.5896 -1.0 0.5892  0.5966 CHF 0.8132 +0.9 S&P 500 6,378 +0.1 17.3 Oil (Brent) 73.34 +1.1
AUD 0.6432 -1.2 0.6429 0.6513 SEK 9.781 +1.3 Dow 44,341 -0.7 8.8 Oil (WTI) 70.12 +1.4
EUR 1.1427 -1.1 1.1423  1.1569 NOK 10.312  +1.1 Nasdaq 21,060 -0.2 22.8 Gold 3276.5 -1.4
GBP 1.3242 -0.8 1.3237  1.3386 HKD 7.850 +0.0 Stoxx 50 5,393 +0.3 11.4 HRC steel 860.0 +0.2
JPY 149.30 +0.6 147.81  149.39 CNY 7197  +0.3 FTSE 9,137 +0.0 10.4 CRB 306.0 +0.8
CAD 1.3817  +0.3 SGD 1.296 +0.7 DAX 24,262 +0.2 31.8 Wheat Chic.  544.3 -1.0
NZD/AUD 0.9167  +0.2 IDR 16,405 -0.0 CAC 40 7,862 +0.1 52 Sugar 16.45 -0.8
NZD/EUR 0.5160  +0.0 THB 3273 +1.0 Nikkei 40,655 -0.0 4.0 Cotton 65.90 -0.6
NZD/GBP  0.4452 -0.2 KRW 1,390 +0.0 Shanghai 3,616 +0.2 23.0 Coffee 293.4 -1.0
NZD/JPY 88.03 -0.5 TWD 29.72  +0.1 ASX 200 8,756 +0.6 8.2 WM powder 3945 -0.4
NZD/CAD  0.8147 -0.7 PHP 5759 +0.4 NZX 50 12,856 -0.6 3.6 Australian Futures
NZ TWI 68.65 -0.3 VIX Index 16.03 +0.3 -9.4 3 year bond 96.62 0.07
Interest Rates 10 yearbond  95.68 0.00
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
usD 4.50 4.85 3.70 3.85 usD 4.37 0.05 15-Apr-27 3.25 -0.03 BKBM 1-mth  3.28 -0.01
AUD 3.85 3.70 3.27 4.20 AUD 426 -0.07 15-May-28 3.44  -0.03 BKBM 3-mth  3.20 0.01
NzD 3.25 3.20 3.14 4.04 NzD 452  -0.04 20-Apr-29 3.63 -0.03 1 year 3.09 -0.01
EUR 2.00 2.03 2.08 2.68 GER 2.711 -0.00 15-May-30 3.82 -0.04 2 year 3.14 -0.01
GBP 4.25 4.38 3.69 4.09 GBP 460 -0.03 15-May-31 4.03 -0.03 3 year 3.27 -0.02
JPY 0.48 -0.03 0.81 1.36 JPY 1.56  -0.02 15-May-32 419  -0.03 5 year 3.53 -0.02
CAD 2.75 4.97 2.69 3.21 CAD 3.50 0.03 14-Apr-33 430 -0.04 7 year 3.77 -0.02
15-May-34 442  -0.04 10 year 4.04 -0.03
Policy Meeting Run 15-May-35 4.52 -0.04 15 year 4.32 -0.03
NZD AUD UsSD 15-May-36 462 -0.04
1st  3.05 3.59 4.32 15-May-37 4.74 -0.04 NZ Inflation-Indexed Bonds
* These are indicative ranges from 5pm NZT; 2nd 3.00 3.51 4.21 15-May-41 5.01 -0.04 Sep-30 2.02 0.00
please confirm rates with your BNZ dealer 3rd 2.90 3.32 4.1 15-May-51 5.20 -0.04 Sep-35 2.7 -0.01
Rates are as of: NZT  07:04 4th  2.83 3.20 3.94 15-May-54 523 -0.04 Sep-40 3.1 0.00
Source: Bloomberg 5th  2.83 3.06 3.86
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NZD exchange rates
31/07/2025 7:04 am Prev. NY close 0.61 - NZD/USD -Last7 days
uUSsD 0.5896 0.5956
GBP 0.4452 0.4461
AUD 0.9167 0.9149 0.60
EUR 0.5160 0.5158
JPY 88.03 88.42 0.59 |
CAD 0.8147 0.8201
CHF 0.4796 0.4801
DKK 3.8478 3.8501 0.58 ——
FJD 1.3411 1.3478 24-Jul 25Jul 26Jul 29Jul 30-Jul  31-Jul
HKD 46448 46755
LR 2l 2 0.92 - NZD/AUD - Last 7 days
NOK 6.0723 6.0783 :
PKR 168.60 169.72
PHP 34.07 34.14
PGK 2.4280 2.4202
SEK 5.7571 5.7489
SGD 0.7654 0.7670
CNY 4.2571 42746
THB 19.22 19.31
TOP 1.3809 1.3883 0.91 —
VUV 7067 7115 24-Jul 25-Jul 26-Jul 29-Jul 30-Jul 31-Jul
WST 1.6260 1.6336
XPF 60.96 61.18 NZD/USD - Last 12 months
ZAR 10.6152 10.6542 0.64 1
0.62
0.60 -
NZD/USD Forward Points
BNZ buys NZD BNZ sells NZD 0.8 1
1 Month 6.44 6.57 0.56 -
3 Months 19.25 19.67
6 Months 36.13 37.13 0.54 - - - - -
9 Months 50.21 52 21 Jul-24  Sep-24 Nov-24 Jan-25 Mar-25 May-25
1 Year 61.96 65.15
NZD/AUD - Last 12 months
NZD/AUD Forward Points 096
BNZ buys NZD BNZ sells NZD 0.94 -
1 Month 472 5.06
3 Months 13.75 14.80 0.92 7
6 Months 22.72 2547 0.90
9 Months 29.23 34.67
1 Year 36.30 4474 0.88
0.86 ; ; ; ; ;
Jul-24  Sep-24 Nov-24 Jan-25 Mar-25 May-25
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