
BoE narrowly votes “yes” on cut
The Bank of England kicked off its interest 
rate cutting cycle overnight, announcing 
a 0.25% cut to drop the key rate to 5.00%. 
It came down to the last vote to make the 
decision; five committee members voted 
for the cut, while four voted against it. 
Markets had priced in a 61% probability 
of a cut ahead of the meeting and are now 
pricing in nearly two more cuts before 
the end of the year.

Following the move, BoE Governor, 
Andrew Bailey spoke to Bloomberg 
TV where he attempted to set market 
expectations on future cuts and the 
eventual ‘neutral’ rate. “Don’t expect 
we’re going back to zero because zero was 
the product of huge global shocks. We’ll be 
lower than we are today but I think it’s very 
clear that we’re not going back to zero.” He 
also commented that “I’m not giving you 

CURRENCIES Spot 6mths

NZD/USD 0.5950 -0.0002

NZD/AUD 0.9146 -0.0032

NZD/JPY 89.120 -2.28

NZD/EUR 0.5514 -0.0048

NZD/GBP 0.4669 -0.0006

NZD/CNH 4.3158 -0.0639

AUD/USD 0.6505 0.0020

AUD/EUR 0.6028 -0.0032

EUR/USD 1.0790 0.0089

USD/CNH 7.2537 -0.1055

GBP/USD 1.2742 0.0011

EUR/GBP 0.8465 0.0061

INT RATES NZ  Australia

OCR/Cash 5.50% 4.35%

90 day bills 5.46% 4.47%

2 year swap 4.17% 3.84%

10 year Govt 4.35% 4.17%

any view on the path of rates to come — I’m 
saying we will go from meeting to meeting, 
as we always do, we’ve become sufficiently 
confident now that we think we can reduce 
that degree of restrictiveness a bit, and we 
will go on making that judgment.”

Manufacturing PMIs drop in the 
world’s two biggest economies
The Caixin China Manufacturing PMI 
slipped to 49.8 in July, from 51.8, widely 
missing market forecasts of 51.5 and 
going into contractionary territory. This 
was the first fall in factory activity since 
last October.

The report also stated that new 
orders declined, with consumer goods 
outperforming investment goods. 
Employment remained steady despite a 
shrinking labour market, and input costs 
rose, but selling prices decreased due to 
wider competition. 

Reflecting a similar troubling trajectory, 
in the US, the ISM Manufacturing 
PMI fell to 46.6 in July, from 48.5 the 
previous month, firmly below market 
expectations of 48.8. This makes for the 
sharpest contraction in factory activity 
since November 2023 and marks the 
20th decline in activity during the last 21 
months. There was a fresh contraction in 
new orders, production and employment, 
while input prices rose.

Following the weak PMI print, initial 
jobless claims came in at 249k for the 
week, its highest print in almost a year. 
This weak US data sent US Treasury 
yields lower, the 2-year fell 9bp to 4.16%, 

while the 10-year fell below 4.00% for the 
first time since January, to be currently 
at 3.98%. This should help local swaps 
open lower this morning and reinforces 
the downward trend in yields. Tonight’s 
US non-farm payrolls data is the piece 
de resistance of data for the week and 
will be an important piece of the puzzle 
for the Fed and market expectations for 
a September start to the US cutting cycle.

The weaker data out of the US lead 
to some volatility overnight, with the 
USD weakening initially but it has since 
recovered to where it was yesterday. 
The NZD/USD spiked to 0.5980 for a 
short period of time but is currently 
also back where it left off yesterday. 
The AUD/USD initially dipped below 
0.6500 but is hovering around this 
level currently, while on the back of 
the BoE’s rate cut, the NZD/GBP is 
currently up 0.9% overnight to 0.4670. 

Australian Trade Surplus 
widens 
Australia’s trade surplus on goods 
increased to AUD5.59 billion in June 
2024 from a downwardly revised 
AUD5.05 billion. The change was driven 
by exports growing at a larger rate than 
imports, exports rose 1.7% to a 4-month 
high of 43.8 billion while imports grew by 
0.5% to a 3-month high of 38.2 billion.  
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