
It’s good, but not from a 
historical perspective 
We find it interesting to note that while 
most developed countries are seeing 
unemployment rates fall to exceedingly 
low levels while employers struggle to 
fill positions, 360,000 Americans claimed 
unemployment benefits last week, while 
the previous week was revised up to 
386,000. Yes, it is a new post-pandemic 
low, but initial claims are still running 
at almost double the pre COVID-19 
numbers. 

In other US releases, industrial pro-
duction increased 0.4% in June, below 
May’s downwardly revised 0.7%, while 
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the price for imports advanced 1.0% on 
the month. 

There was also a fair bit of data from 
China yesterday, so let’s knock it out. 
Chinese Q2 GDP exceeded expectations 
at +1.3% against the +1.2% forecast and 
Q1’s +0.6%, while industrial production 
jumped +8.3% on the year. 

Retail sales grew at +12.1%, and fixed 
assets (excluding rural) jumped 12.6%. 
Finally, if house prices are an issue in 
Auckland, we can always buy a house 
in China after its housing data showed 
growth slowed in June rising at a ‘modest’ 
+0.5% on the month and +4.7% on the 
year.

The real market mover was Fed Chair, 
Jerome Powell, in his second testimony 
in Capitol Hill. Mr Powell defended 
the central bank’s stance in supporting 
the economy, even as inflation runs at 
uncomfortable levels, stating “this is a 
shock going through the system associated 
with the reopening of the economy, and it’s 
driven inflation well above 2.0%, and of 
course, we’re not comfortable with that.” 

The price developments are “unique” in 
history and we’re watching closely to see 
whether it is transitory as “we’re really 
trying to understand the base case and the 
risks.” Chicago Fed President, Charles 
Evans, was also on the newswires  
stating, “I don’t think we’ve made sufficient 
progress yet to taper. Slightly more persistent 
inflation would not be a bad thing, but hard 
to see it at 2.5-3.0%. I expect the first rate 
hike in early 2024.”

With Fed Chair, Jerome Powell, main-
taining his bearish tone, stocks declined 
and yields tumbled as the Treasury 
bond fell to 1.29% and the bund eased 
to -0.33%. The EUR sold-off -0.25%, but 
the AUD and NZD were hit harder to be 
down -0.80% and -0.85%, 0.7360 and 
0.6925 are shaping up to be key support 
levels. 

And the rest
Australia produced another strong jobs 
report, adding +29,100 jobs, which 
saw the unemployment rate fall below 
the psychological 5.0% level to 4.9%. 
Even more impressive was the fact 
that +51,600 full-time jobs were added, 
while part-time employment contracted 
by -22,500. The participation rate 
was unchanged at 66.2%. Australian 
consumer inflation expectations for July 
contracted to +3.7% from June’s +4.4%.

New Zealand Prime Minister, Jacinda 
Ardern, was ‘flashing-the-cash’ at 
the local government conference in 
Blenheim, dangling a NZD2.5 billion 
dollar carrot to incentivise councils to 
support the Governments proposed 
water reforms. 

BoE Governor, Andrew Bailey, gave 
an interview denying they are being 

“casual” about inflation stating “we will 
not be rushed into raising rates despite 
rising inflation. We need to go through all 
evidence to assess to what extent it is likely 
to be transitory.” 
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