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Events Round-Up 
 
GE: IFO expectations, Jul: 86.9 vs. 89.1 exp. 

US: GDP (ann'lsd q/q%), Q2: 2.8 vs. 2.0 exp. 

US: Core PCE deflator (ann'lsd q/q%), Q2: 2.9 vs. 2.7 exp. 

US: Initial jobless claims (k), wk to 20-Jul: 235 vs. 238 exp. 

US: Durable goods orders (m/m%), Jun: -6.6 vs. 0.3 exp. 

US: Durables ex transport. (m/m%), Jun: 0.5 vs. 0.2 exp. 
 

Good Morning 
 

Stronger than expected US GDP data supported the soft-
landing narrative, and US equities have consolidated after 
yesterday's tumble. US Treasury yields reversed course, 
with downward pressure earlier in the session, giving way 
to higher rates, with the result being small net movement. 
Currency markets have remained erratic, with the yen 
swinging around and NZD and AUD continuing to 
underperform and trading at fresh lows. 

US GDP rose at an annualised 2.8% pace in Q2, stronger 
than the 2% consensus and up from 1.4% in Q1, supported 
by stronger personal consumption (2.3%), very strong 
business investment, and increased government spending 
on defence. Residential investment and net exports made 
negative contributions. The PCE deflator fell to a 2.3% 
pace, weaker than the 2.6% expected, while the core PCE 
deflator was two-tenths stronger than expected at 2.9%. 
This likely means April/May figures were revised higher, 
while the June figure, due tonight, might round up to 0.2% 
m/m rather than 0.1%. 

In second-tier data, durable goods orders slumped 6.6% 
m/m in June, driven by aircraft orders, but excluding 
transportation they were stronger than expected at 0.5% 
m/m.  Jobless claims data are difficult to interpret at this 
time of year but for the record they fell 10k to 235k, 
slightly lower than consensus. 

The stronger GDP figures reduced recession fears 
regarding the US economy and supported the soft-landing 
narrative, without necessarily changing views that the Fed 
will embark on an easing cycle – although the stronger 
figures support waiting until September rather than 
making the case for an immediate cut next week. 

US Treasury yields were heading lower into the release, 
but reversed course thereafter. The 2-year rate reached an 

overnight low of 4.34% before rising 10bps to 4.44%. The 
10-year rate traded down to 4.19% and currently sits at 
4.25%, little changed from the NZ close. 

The soft-landing narrative supported a turnaround in US 
equity market sentiment, with weakness in early trading 
giving way to a recovery, although as we go to print the 
S&P500 is flat. The ongoing rotation into smaller caps 
stocks remains in full force, with the Russell 200 index up 
around 2%. 

In the currency market it has been a day of further 
weakness in the NZD and AUD. We have been closely 
monitoring the Bloomberg industrial metals index and that 
has fallen for a ninth consecutive day, down 9% over that 
period and down 19% from its peak in May. This has 
correlated well with the slump in the NZD over that time, 
with weaker commodity prices largely driven by softer 
demand and it is also fair to say that the run-up through 
May was unjustified. We can also add in the unwind of 
yen-short positions as a factor dragging down the NZD and 
AUD. 

Weak growth momentum in China is also in the mix and 
yesterday the PBoC surprised the market with a 20bps cut 
to the 1-year medium-term lending facility rate, double the 
usual 10bps movement and the timing different, coming 
well after the usual mid-month schedule. The move 
follows 10bps reductions in other key policy rates. The 
decision shows an increased urgency by China to provide 
some support to the economy, while opportunistically 
timing the move to reduce undesired weakness in the yuan 
– the recent strength of the JPY providing a good window 
to move the policy rate. 

While the yuan actually strengthened after the move, the 
NZD and AUD remained under selling pressure. The NZD 
fell to a fresh low of 0.5883 overnight and is trading only 
slightly higher at present. The relative strength index of 25 
suggests that the currency has reached an oversold level, 
although technically the support level near the April low 
around 0.5850 is on the watchlist. The AUD fell to 0.6515 
and has recovered to 0.6540. There has been significant 
movement in the cross as positions get adjusted, with 
NZD/AUD strangely recovering to 0.9060 last night, before 
retreating back down to 0.90. 

The unwinding of short yen positions saw USD/JPY fall to 
just below 152, but it has rebounded, most of the move 
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coming after the US GDP release, to just under 154. 
NZD/JPY traded down to 89.8 and has recovered to 90.6. 

Overnight movements in EUR and GBP have been small by 
comparison, with EUR slightly stronger at 1.0850 and GBP 
modestly weaker at 1.2860. Germany’s IFO business survey 
was weaker across the board and with figures coming in 
below consensus, albeit consistent with the weaker 
reading of the PMI data released a day earlier, limiting any 
market reaction. The head of the IFO noted that the 
outlook for Germany is rather bleak, with business 
confidence deteriorating and a lot of pessimism regarding 
the coming months.  

In the domestic rates market, downward pressure on 
short-term swap rates remained, with the 2-year rate 
down 4bps to a fresh low of 4.22%, while the 10-year rate 
was steady at 4.15%.  There was some fear about how the 
government’s weekly bond tender would go, but in the 
event there was enough investor interest, with bid-cover 
ratios of 2-2½ for the two lines on offer and priced a basis 
point under prevailing mids.  On the day there wasn’t 
much change in shorter-dated NZGB yields, while the 10-
year rate closed up 2bps at 4.43%, reflecting some cross 
market underperformance for a change. 

In the day ahead, NZ consumer confidence and Tokyo CPI 
data are released. Tonight, in the US personal income and 
spending data along with the June month PCE deflator is 
released, with market reaction unlikely to the extent that 
the quarterly figure is already known. 

jason.k.wong@bnz.co.nz 
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Period Cons. Prev. NZT

NZ ANZ consumer confidence Jul 83.2 10:00

JN Tokyo CPI (y/y%) Jul 2.3 2.3 11:30

JN Tokyo CPI x fr. fd., energy (y/y%) Jul 1.6 1.8 11:30

US Personal income (m/m%) Jun 0.4 0.5 00:30

US Real personal spending (m/m%) Jun 0.3 0.3 00:30

US Core PCE deflator (y/y%) Jun 0.2 0.1 00:30

US Core PCE deflator (y/y%) Jun 2.5 2.6 00:30

US U. of Mich. consumer sentiment Jul 66.4 66 02:00

US U. of Mich. 5-10y inflation exp. Jul 2.9 2.9 02:00

Source: Bloomberg, BNZ

Currencies Equities Commodities

Global froces 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 0.5892 -0.6 0.5883 0.5927 CHF 0.8806 -0.5 S&P 500 5,439 +0.2 19.1 Oil (Brent) 82.30 +0.7

AUD 0.6544 -0.6 0.6515 0.6561 SEK 10.815 +0.3 Dow 40,073 +0.6 13.1 Oil (WTI) 78.24 +0.9

EUR 1.0848 +0.1 1.0828 1.0870 NOK 11.023 -0.0 Nasdaq 17,321 -0.2 22.5 Gold 2357.2 -2.4

GBP 1.2860 -0.4 1.2859 1.2913 HKD 7.807 -0.0 Stoxx 50 4,811 -1.0 9.6 HRC steel 664.0 +0.9

JPY 153.81 -0.1 151.94 154.32 CNY 7.247 -0.2 FTSE 8,186 +0.4 6.4 CRB 279.8 -0.2

CAD 1.3822 +0.1 SGD 1.344 +0.0 DAX 18,299 -0.5 12.9 Wheat Chic. 561.5 -1.7

NZD/AUD 0.9004 -0.1 IDR 16,250 +0.2 CAC 40 7,427 -1.2 0.2 Sugar 18.66 +4.2

NZD/EUR 0.5431 -0.7 THB 36.25 +0.5 Nikkei 37,870 -3.3 15.9 Cotton 67.21 +0.4

NZD/GBP 0.4582 -0.3 KRW 1,383 +0.2 Shanghai 2,887 -0.5 -10.4 Coffee 234.7 +1.5

NZD/JPY 90.62 -0.7 TWD 32.84 -0.1 ASX 200 7,861 -1.3 6.2 WM powder 3060 +0.0

NZD/CAD 0.8144 -0.5 PHP 58.59 +0.2 NZX 50 12,396 -1.1 3.7 Australian Futures

NZ TWI 69.51 -0.6 VIX Index 17.46 -3.2 +26.0 3 year bond 96.05 0.06

Interest Rates 10 year bond 95.69 0.06

Rates Swap Yields Benchmark 10 Yr Bonds NZ Government Bonds NZ BKBM and Swap Yields

Cash 3Mth 2 Yr 10 Yr Last Net Day Last Chg Last Chg

USD 5.50 5.54 4.28 3.81 USD 4.25 -0.03 4.37 -0.00 BKBM 1-mth 5.57 -0.01 

AUD 4.35 4.49 4.14 4.42 AUD 4.31 -0.02 4.13 -0.01 BKBM 3-mth 5.49 -0.04 

NZD 5.50 5.49 4.22 4.15 NZD 4.43 0.02 4.07 -0.01 1 year 4.82 -0.02 

EUR 3.75 3.70 2.99 2.71 GER 2.42 -0.03 4.09 0.01 2 year 4.22 -0.04 

GBP 5.25 5.30 4.36 3.84 GBP 4.13 -0.03 4.15 0.00 3 year 3.98 -0.03 

JPY 0.08 -0.03 0.46 1.00 JPY 1.06 -0.02 4.23 0.01 5 year 3.91 -0.01 

CAD 4.50 4.97 3.62 3.30 CAD 3.38 -0.02 4.33 0.01 7 year 4.00 -0.01 

4.39 0.02 10 year 4.15 -0.00 

4.43 0.02 15 year 4.29 0.01

NZ Inflation-Indexed Bonds 4.49 0.02

* These are indicative ranges from 5pm NZT; Sep-30 2.21 -0.00 4.63 0.04

  please confirm rates with your BNZ dealer Sep-35 2.48 -0.00 4.80 0.04

Rates are as of: NZT 07:00 Sep-40 2.72 0.00 4.84 0.04

Source: Bloomberg 4.86 0.0415-May-54
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NZD exchange rates

26/07/2024 7:01 am Prev. NY close

USD 0.5892 0.5930

GBP 0.4582 0.4594

AUD 0.9004 0.9011

EUR 0.5431 0.5470

JPY 90.62 91.26

CAD 0.8144 0.8188

CHF 0.5188 0.5249

DKK 4.0534 4.0823

FJD 1.3361 1.3441

HKD 4.5999 4.6305

INR 49.32 49.64

NOK 6.4949 6.5399

PKR 164.06 165.15

PHP 34.43 34.62

PGK 2.2767 2.2878

SEK 6.3719 6.3912

SGD 0.7916 0.7966

CNY 4.2699 4.3073

THB 21.30 21.45

TOP 1.3639 1.3871

VUV 71.25 71.53

WST 1.5912 1.6125

XPF 64.69 65.17

ZAR 10.8243 10.8763

NZD/USD Forward Points

BNZ buys NZD BNZ sells NZD

1 Month -0.16 0.10

3 Months -0.09 0.33

6 Months 1.26 2.26

9 Months 3.73 5.73

1 Year 7.30 10.30

NZD/AUD Forward points

BNZ buys NZD BNZ Sells NZD

1 Month -7.06 -6.46

3 Months -18.28 -17.23

6 Months -26.66 -23.77

9 Months -26.06 -20.85

1 Year -20.08 -12.02

0.57
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0.59

0.60
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19-Jul 20-Jul 23-Jul 24-Jul 25-Jul 26-Jul
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NZD/AUD - Last 7 days
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NZD/USD - Last 12 months
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