
Just like the ‘6-million-dollar 
man’
The Minister of Finance announced “we 
can rebuild New Zealand. We have the 
technology. We can make New Zealand 
better than it was. Better, stronger, faster.”

The New Zealand budget took a slightly 
different approach to the Australian 
budget projecting a swifter rebound and 
lower deficits. In forecasting a return to 
a budget surplus by 2027, the Minister 
of Finance hit the double whammy of 
providing a large boost in spending and 
lowering the debt projections at the  
same time. Ultimately, net debt is 
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projected to peak at 48% of GDP, 
with growth accelerating to 4.4% 
in 2023. There was also a strong 
focus on rebuilding as part of the 
NZD57.3 billion infrastructure 
spend, with many Aucklanders hoping 
some of these funds may be used to  
build the odd motorway or 7! 

And in backing up the budget, S&P 
announced, “New Zealand is recovering 
faster than most advanced economies 
as the government’s credit metrics can 
withstand further negative shocks to the 
economy,” while Moody’s stated “the NZ 
fiscal position is amongst the strongest of 
the AAA-rated.”

In Australia, consumer inflation expect-
ations rose to 3.5% in May from 3.2% in 
April, while the employment report was  
a bit of a miss after 30,600 jobs were lost 
against an expected increase of 20,000. 
In amongst this, 33,800 full-time jobs 
were added while 64,400 part-time jobs 
were lost. This saw the unemployment 
rate fall to 5.5% while the participation 
rate eased to 66.0% from last month’s 
66.3% record high.

Overnight we saw further commodity 
headlines from China announcing 
they will “strengthen its management of 
commodity supply and demand to curb 

‘unreasonable’ increases in prices (and) 
prevent them being passed on to consumers.” 
It was also announced they will “crack 
down on malicious trading and investigate 
behaviour that bids up prices (and) will step 

up adjustments on the trade and stockpiling 
of commodities and reinforce inspections on 
both the spot and futures markets.” 

We’re not quite sure were this fits in 
the commodity basket, but China has 
delayed importing some table grapes 
from Australia as “about 80% of table 
grape exports seem to have got in seamlessly. 
It seems to be the last 20% where there are 
some issues.”

Overnight, US initial jobless claims fell 
to 444,000 from last week’s 473,000, 
although continuing claims increased to 
3,571,000. In other releases, the Philly 
Fed business outlook plummeted from 
50.2 to 31.5. 

The market was quiet overnight with the 
US yield back to 1.63% and the NZD and 
AUD firming.

The big if, what, when
Following on from yesterday’s … we may, 
one day, think about, starting a discussion, 
on possibly, talking about, tapering … 
suddenly, tapering is the topic du-jour 
with the question being, when will the 
Fed actually begin the discussion? 

Well, the hot money is on the Fed 
symposium at Jackson Hole. There is no 
date released for it yet, but it’s usually 
in the last two weeks of August and has 
been a favourite place for Fed officials 
to signal policy changes in the past. In 
addition, it would give the Fed three 
more employment reports to digest.
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