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Summary
• The focus in Australia this week will be the 2Q PPI and CPI prints on Monday and

Wednesday, respectively. Core CPI probably will print at 1.2%q/q, the highest read-
ing since 1990. This will take core inflation to 4.4%oya, but elevated inflation readings
no longer are triggers for RBA policy action - trends in domestic demand now are
more important. There was no top-tier economic data in Australia last week, leaving
market pundits to focus on a speech by RBA Governor Glenn Stevens. The market
viewed the comments as more dovish than previous RBA verbiage, even though the
speech offered little new information. The Governor acknowledged the slowdown in
domestic demand amid hawkish sentiments about inflation. We maintain that the RBA
will leave interest rates steady for the remainder of the year, even though data this
week will show headline and core CPI running well above the RBA’s target range.

• In New Zealand, data last week—including an upside surprise on inflation and a
strong retail sales ex-autos print—reaffirmed our expectation that the RBNZ will leave
rates unchanged on Thursday. Although the economy may be in the midst of a tech-
nical recession, widespread inflation pressures, particularly the elevated level of
nontradable inflation, mean the RBNZ probably will delay cutting the official cash
rate until September.

• The pattern of global growth around midyear is playing out broadly as expected.
Growth is slipping to a below-trend pace, led by a downshift in Western Europe and
Japan. Meanwhile, global inflation is moving sharply higher and should breach
5%oya by the end of the third quarter. Central banks’ rhetoric has turned more hawk-
ish but their response to high inflation has been limited. Since the Fed’s last ease in
April, central banks around the world have raised policy rates just 11bp on average.

• While recent forecast revisions are not material enough to change our broad outlook
themes, they raise two important questions. The first is whether the deterioration in
growth and financial market indicators signals that the global economy is sliding into
recession. The answer here will most likely come from the strongest (China) and weak-
est (US) large economies in the near term. If our view is right, a resilient US nonfinancial
corporate sector—which has successfully maintained elevated profit margins, improved
its market share in global trade, and used last quarter’s surprisingly strong gain in final
sales (estimated at 3.1%q/q, saar) to clear out inventories—will provide the cushion to
allow the overall economy to grind forward at about a 1% growth pace in 2H08.

•  If a global recession is averted, attention will turn to whether the year of subpar
growth we project for the global economy will be sufficient to dampen underlying in-
flation pressures. The answer to this question will not come soon. Our view is that
global inflation and resource utilization rates will remain high and, as a result, a return
to above-trend growth next spring will require a significant monetary policy response.
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This week’s highlight
For the second straight week, New Zealand provides the week’s highlight. There is a
material risk that the RBNZ cuts the cash rate Thursday morning, but we believe offi-
cials will wait until September.
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Date (a) Data/event JPMorgan Consensus Previous Comment

Monday, 21 July 
(08:45am)

NZ visitor arrivals 
(June, %m/m) na na 9.4 na

Monday, 21 July 
(08:45am)

NZ net permanent 
migration (June, 000s) na na -1.3 na

Monday, 21 July 
(01:00pm)

NZ credit card spending 
(June, %m/m) na na -1.1 na

Monday, 21 July 
(11:30am) Aust. PPI (2Q, %oya) 1.5 1.6 1.9

Producer prices at the final stage of production should have risen 1.5%q/q in
2Q (5.2%oya) after surging 1.9% in 1Q; this was the largest quarterly increase
since 3Q 1998. As in 1Q, higher building construction costs will keep upside
pressure on CPI; this should be reflected in the house purchase component of
the CPI, which accounts for a significant 7.9% of the CPI basket, in
Wednesday’s release. Petroleum refining, electricity and gas, also will have
made solid, positive contributions to 2Q PPI.

Monday, 21 July 
(11:30am)

Aust. motor vehicle sales 
(June, %m/m) 4.0 na -1.6

Aussie motor vehicle sales have dropped only 4% from their January peak, but
are likely to be significantly lower in coming months owing to the sharp rise in
energy prices, higher borrowing costs and heightened economic uncertainty.
That said, the Government's luxury car tax hike probably triggered a rush of
expensive sales in June, ahead of the 1 July tax hike.

Wednesday, 23 
July (11:30am) Aust. CPI (2Q, %oya) 1.4 1.3 1.3

Our expectation of an above-consensus 1.4% quarterly print on headline CPI
will push the annual change up to 4.4%, up from 4.2% in 1Q and the highest
annual outcome since the introduction of the GST. More importantly, the core
CPI measure should print at 1.2%q/q, the highest reading since 1990, and also
4.4% in annual terms (on the trimmed mean, up from 4.1%). The main drivers
of headline inflation in the quarter will be food and energy prices, holiday
travel and accommodation, electricity, home construction costs and financial
services. There should be lower prices for clothing and cars, owing mainly to
the high AUD. Inflation will stay elevated in coming quarters: the economy has
little spare capacity, the unemployment rate is at multi-decade lows, another
round of personal income tax relief was delivered in July, funded by the high
terms of trade, and food and energy prices remain elevated. We forecast a peak
in core CPI at 4.5%oya in 4Q.

Thursday, 24 July 
(07:00am)

RBNZ OCR 
announcement (July) No change No change No change

Widespread inflation pressure, particularly the elevated level of non-tradable
inflation, mean the RBNZ probably will delay cutting the OCR from 8.25%
until September, although the decision this week is a very close call (only 4 of
13 market economists expect a rate cut this week). In particular, leaving the
OCR steady on Thursday will allow time to assess whether the weakness in
employment reported in 1Q has been sustained; this would reduce upside
pressure on wages.

 (a) Australian Eastern Standard Time.

Forecast
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NZ’s trimmed CPI measure printed at 0.9%q/q in 2Q, up from
0.8%, suggesting that Australia’s core CPI measure will rise
from 1.0% in 1Q. Our forecast calls for the core CPI measure to
print at 1.2%q/q, or 4.4%oya. This clear breach of the inflation
target would have, in the past, made an RBA rate hike at the
next Board meeting a near certainty. But, amid signs of a sud-
den loss of momentum in the domestic economy, we believe
the RBA will leave rates unchanged for the remainder of 2008.
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Export and import prices rose 13.5%q/q and 1.4%, respec-
tively, in 2Q—proof that the terms of trade continues to pro-
vide significant stimulus to the economy. The surge in export
prices, the largest quarterly gain since the index began in 3Q
1974, was owing mainly to the recent rise in coal and iron ore
contract prices. Coal prices tripled in the current contract year,
and iron ore prices rose a higher than expected 85% on aver-
age. In the export price index, prices for coal, coke and bri-
quettes jumped 54%.
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The chart shows the “intensity of employment” in the mining
industry in Western Australia, sourced from information from
the Dept. of Resources Development. Clearly, many more
people are employed in the construction of mining projects
than in operation. As projects are completed and start export-
ing, job growth slows. On average, employment drops by 75%
in the operational phase, with oil and gas projects showing
the largest drop (88%), and iron ore projects the smallest
(67%).
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Economic Research note

Rate cuts beckon for Kiwi
economy in recession
• RBNZ to cut OCR in September, not July

• Nontradable inflation still well above 1-3% target

• New Zealand economy in recession

Economic momentum in New Zealand has slowed to a stand-
still and, according to our forecasts, the economy probably is
in the midst of a technical recession, with GDP having con-
tracted in 1Q. Weaker economic activity, however, has
emerged alongside high and rising inflation. The growing
headwinds faced by New Zealand consumers have fanned
fresh calls for a rate cut as soon as this week.

Market pricing suggests a 50% chance of a 25bp cut on
Thursday. While a rate cut this week remains a significant
risk, we believe that the RBNZ will delay a rate cut until Sep-
tember. Leaving the official cash rate (OCR) unchanged in
July will allow time to assess whether the weakness in em-
ployment reported in 1Q has been sustained and, as a conse-
quence, whether the risk of additional wage pressures will
abate, and also to gauge the impact on NZD.

The RBNZ has left the OCR at a record high 8.25% since July
2007, although central bank Governor Alan Bollard signalled
in June that softer economic growth and the prospect of eas-
ing medium-term inflation should pave way for the OCR to be
lowered later this year.

Inflationary pressures widespread
Headline inflation accelerated to an 18-year high of 4%oya in
2Q, well above the RBNZ’s 1-3% target range. The annual rate
of inflation was driven higher by rising petrol prices, up
26%oya, which made the most significant individual contribu-
tion to the rise in the 2Q CPI. The Kiwi dollar did, however,
fall 3.2% against the US dollar over the quarter, providing less
of a buffer to imported inflation.

More importantly, though, nontradable inflation—generated
domestically and not influenced by exchange rate fluctua-
tions—remained uncomfortably high at 3.4%oya, down only
slightly from 1Q; this is a key point of focus for RBNZ offi-
cials, whom we suspect were hoping for a sharper slowdown
in nontradable inflation. The 2Q CPI data was an important
milestone on the road to the next RBNZ policy rate decision.
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We believed that a reading of 3.0% or 3.1% on nontradable
inflation would have strengthened the case for a July rate cut.
Instead, the still-elevated level of nontradable inflation,
coupled with significant pipeline pressures and rising inflation
expectations, mean that there is no rush.

From September, though, the RBNZ probably will look
through elevated inflation readings as downside growth risks
emerge as an even greater threat to the outlook. The RBNZ
forecasts inflation to peak at 4.7% in 3Q, as long as “commod-
ity prices stop rising, inflation expectations remain anchored,
and weakening economic activity contributes to an easing in
nontradable inflation.” But, commodity prices are still increas-
ing, albeit at a slower pace; inflation expectations are rising;
and nontradable inflation remains above target. We forecast
headline CPI at 5.0% in 3Q, with upside risks, mainly owing to
surging petrol prices.

Second- and third-round price effects
The RBNZ can look through short-term inflation shocks, but
not through the second- and third-round effects these may
have on underlying inflation. With nontradable inflation re-
maining persistently high despite the significant easing in do-
mestic demand in recent quarters, the risk that wage and price
setting behaviour may soon change has risen.

JPMorgan Chase Bank, Sydney
Helen Kevans (61-2) 9220-3250
helen.e.kevans@jpmorgan.com
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New Zealand’s biggest trade union recently suggested that
workers soon will start demanding higher wages to compen-
sate for rising living costs. The Engineering, Printing and
Manufacturing Union said that its members plan rallies in July
to promote stronger work rights and higher wages for its
50,000 members, ahead of this year’s election.

Employment report next in focus
RBNZ officials probably are searching for additional evidence
of weakness in employment before embarking on what is sure
to be an extended easing cycle. Labour market statistics in 1Q
indicated that employment had contracted and wage growth
eased unexpectedly.

Further loosening of the labour market would ease upside
pressure on wages, providing some relief on the inflation out-
look. Dr. Bollard forecasts that wage inflation will remain high
for the next year before slowing as firms become less willing
to pay more for workers as economic growth slows. Corporate
profitability is dwindling amid soaring petrol prices and tighter
credit conditions, and firms may become increasingly reluc-
tant to hire workers, sending unemployment higher. The 2Q
job report is due August 7.

Consumers facing growing headwinds
Businesses are facing rising input costs, but are unable to
pass on the burden given the sharp fall in consumers’ pur-
chasing power. The household sector is under significant
pressure from record high interest rates, rising food and en-
ergy prices, and the rapidly deteriorating housing market.

Negative wealth effects from the crumbling housing market
have helped drive confidence to record lows. Home sales were
down 42%oya in June, house prices fell 2.2%, and the median
number of days taken to sell a house rose to 53, the highest
since January 2002. The net worth of households has fallen,
meaning that the nation’s negative saving rate (of nearly 14%)
and high debt servicing burden have become even more seri-
ous concerns.

If credit conditions tighten further, the economic slowdown
will be exacerbated, putting additional financial pressure on
households already knee-deep in debt. But, after Bollard sig-
naled that rates probably would fall this year, some domestic
banks cut their fixed home lending rates, which they raised
even though the OCR had held steady since last July.

September and December, not October
The RBNZ will also be eager to measure the impact of the Oc-
tober 1 tax cuts on confidence and spending, and also the tax

cut promises announced by the Opposition party ahead of the
election. The Government already has announced weekly tax
cuts of NZ$16.54 for workers on the average wage. The oppo-
sition Nationals, though, have voiced an intention to deliver
cuts of NZ$50 a week—it will announce its policy at the start
of the election campaign in October.

Also, expectations that the RBNZ will soon start cutting rates,
when other central banks around the world are on hold or
looking to tighten in a bid to combat inflation, has weighed on
NZD, which is down 3% against the US dollar since early
June. We believe that after an OCR cut in September the
RBNZ will want to assess the impact on NZD. The desire to
avoid an inflationary plunge in NZD probably rules out a back
to back move in October. The downside for the currency
should be limited, however. Many investors already have ex-
ited carry trades and reduced holdings of higher yielding cur-
rencies, such as NZD, amid heightened risk aversion. Also,
NZD should retain some interest-rate derived support given
the OCR will remain high even after the 75bp in rate cuts we
forecast by the end of 1Q09.

On the upside, weaker NZD should help growth recover to
1.8% in 2009 from our forecast of 0.8% in 2008. The economy
should benefit from increased exports, lower interest rates,
personal income tax cuts, increased government spending,
and less drag from the housing market.

JPMorgan Chase Bank, Sydney
Helen Kevans (61-2) 9220-3250
helen.e.kevans@jpmorgan.com
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Australia
• Aussie CPI to remain above RBA’s target range

• Producer prices to remain elevated in 2Q

• RBA to leave rates on hold for remainder of 2008

There was no top-tier economic data in Australia last week,
leaving market pundits to focus on a speech by RBA Gover-
nor Glenn Stevens. The market viewed the comments as more
dovish than previous RBA verbiage, even though the speech
offered little new information. The Governor acknowledged
the slowdown in domestic demand amid hawkish sentiments
about inflation. We maintain that the RBA will leave interest
rates steady for the remainder of the year, even though data
this week should show headline and core CPI running well
above the RBA’s target range.

Australian CPI to remain above target
Headline CPI should print at 1.4%q/q in the June quarter,
compared to 1.3% in 1Q. Annual inflation growth will acceler-
ate to 4.4% from 4.2%, pushing the headline reading even fur-
ther above the RBA’s 2-3% target range. More importantly,
though, the core CPI measure should print at 1.2%q/q, the
highest reading since 1990, or 4.3%oya. Soaring food and en-
ergy prices, particularly for automotive fuel, electricity, and
gas, will account for the bulk of the increase in CPI in 2Q. The
financial services component—carrying a significant 8%
weighting in the CPI—should also post significant gains
given that the spread between deposit and lending rates re-
mains wide.

Our forecasts have headline and core inflation above target
until at least 2010. The economy has little spare capacity, the
unemployment rate is at multi-decade lows, another round of
personal income tax relief was delivered in July, and food and
energy prices remain elevated. Furthermore, the sharp rise in
contract prices for coal and iron ore mean that the terms of
trade will provide a substantial boost to national income in
2008.

In the past, a clear breach of the inflation target, particularly
on the core measure, would have made an RBA rate hike at
the next Board meeting a near certainty. Amid signs of a sud-
den loss of momentum in the domestic economy, however, we
believe the RBA will probably look through the elevated infla-
tion readings in coming quarters. A sustained moderation in
domestic demand should help inflation return to within target
in the medium term.

JPMorgan Australia Ltd., Sydney
Stephen Walters (61-2) 9220-1599
stephen.b.walters@jpmorgan.com
Helen Kevans (61-2) 9220-3250
helen.e.kevans@jpmorgan.com

We maintain that the RBA probably will sit on the policy side-
lines for the remainder of 2008. The clearest signal on the di-
rection of policy from here will be trends in the indicators of
domestic demand, not this week’s 2Q CPI print, which we and
the RBA acknowledge will be high.

Producer prices to spike in 2Q
Producer prices at the final stage of production should have
risen 1.5%q/q in 2Q after surging 1.9% in 1Q; this was the
largest quarterly increase since 3Q 1998. In the March quarter,
the spike in the PPI was primarily due to higher building con-
struction costs, which remained elevated during 2Q; this is
likely to be reflected in the house purchase component of the
CPI, which accounts for a significant 7.9% of the CPI basket,
in Wednesday’s release. Petroleum refining, electricity, and
gas, are also expected to have made solid, positive contribu-
tions to 2Q PPI.

Terms of trade continues to surge
The international trade price indexes showed that the terms of
trade continued to provide significant stimulus to the
economy in 2Q. Export prices surged 13.5%q/q in 2Q (JPMor-
gan 12.5%, consensus 10.0%), compared to 3.5% in 1Q, owing
mainly to the recent rise in coal and iron ore contract prices.
The 2Q spike was the largest quarterly rise since the index
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began in 3Q 1974. Coal prices tripled in the current contract
year, and iron ore prices rose a higher than expected 85%, on
average. Coal and iron ore are ranked number one and number
two, respectively, as Australia’s largest export commodities.
The increase in export prices was mainly owing to higher
prices for coal, coke and briquettes (+54.2%).

Import prices grew 1.4%q/q in 2Q (JPMorgan 1.5%, consen-
sus 2.2%), compared to 2.7% in the March quarter, owing to
higher prices for petroleum and related goods (+15.9%),
fertilisers (excluding crude) (+50.9%) and crude fertilisers and
minerals (+112.7%).

RBA’s Stevens acknowledged slowdown
RBA Governor Glenn Stevens addressed the Australian Busi-
ness Economists in Sydney last week, speaking about the
Challenges for Economic Policy. The market interpreted the
Governor’s comments as more dovish than other recent ver-
biage from RBA officials, perhaps because there was a cluster
of comments acknowledging the slowdown in domestic de-
mand. These comments were made, though,  amid hawkish
statements about the inflation outlook and the boost from the
booming terms of trade.

The commentary offered little new information, however.
Most of the comments that the market interpreted as dovish
are already in the public domain. Indeed, on one hand, while
the Governor acknowledged that the labour market had soft-
ened and that domestic demand had slowed, he also indicated
that the terms of trade remains a major stimulus to national
income and that inflation may peak above already current el-
evated levels. These comments are consistent with an RBA
firmly on hold while officials wait to see which of the oppos-
ing forces at play in the economy comes out on top. The Gov-
ernor reiterated that there remains an unusually high degree
of uncertainty about the outlook.

That said, it seems likely that RBA officials are content that
there is sufficient tightening in the system to deliver the sig-
nificant slowdown in domestic demand officials believe is
necessary to return inflation to target. Indeed, domestic banks
have added significant tightening to the RBA’s twin rate
hikes earlier this year. Monetary conditions, therefore, are
tight, thanks also to the elevated AUD. The next move in the
cash rate probably will be down, but the first ease remains a
considerable distance away. The Governor acknowledged
that officials will not wait for inflation to return to the target

range before cutting the cash rate, but this also is not new
information—the Governor expressed similar sentiments ear-
lier this year.

On the global economy, the Governor highlighted that global
economic growth was slowing. The US economy has held up
better than expected, although the contraction in housing ac-
tivity, falling house prices, and softening labour market condi-
tions mean there could be further weakness to come. Eco-
nomic growth surprised on the upside in the Euro area and
Japan in 1Q, but more recent economic data suggests that
growth has slowed in these economies.

However, inflation is rising around the globe, and the inflation
outlook remains poor. In emerging economies, in particular,
the inflation profile is worse, owing to two main reasons. One,
food and energy account for a larger component of their CPI
baskets, increasing the risk of second-round effects. And two,
monetary policy generally has been easy, and expansionary
policy settings could mean that demand for commodities con-
tinues to strengthen, further fanning global inflation. The
Governor highlighted that global monetary conditions need to
be tighter, and that emerging economies need to do most of
the heavy lifting.

On Australia, Stevens said that inflation has remained el-
evated for an extended period, but the rise in inflation has not
been confined to rising food and energy prices—it has been
very broad based. Alongside the rising terms of trade, there
has been strong growth in domestic demand. Now, though,
the effects of tighter financial market conditions are working
against the expansionary forces from the terms of trade. These
are the “opposing forces” that have been recurrent themes in
recent RBA commentary.
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The Governor said that the anticipated moderation in demand
forecast by the RBA will help curb inflation, even though in-
flation might rise further before starting to come down. The
RBA still forecasts that inflation will fall back to 3% by mid-
2010. There remains the risk, however, that expectations of
high inflation start to affect wage and price setting behaviour.
That said, Stevens highlighted that wage growth so far has
remained contained, despite historically tight labour market
conditions.

Data releases and forecasts
Week of July 21 - 25
Mon Producer price index
Jul 21 Not seasonally adjusted
11:30am

3Q07 4Q07 1Q08 2Q08

(%q/q) 1.1 0.6 1.9 1.5
(%oya) 2.4 2.8 4.8 5.2

Mon Sales of new motor vehicles
Jul 21 Units, seasonally adjusted
11:30am

Mar Apr May Jun

(%m/m) 0.6 -0.6 -1.6 __
(%oya) 3.3 3.4 2.6 __

Wed Consumer price index
Jul 23 Not seasonally adjusted
11:30am

3Q07 4Q07 1Q08 2Q08
Headline
(%q/q) 0.7 0.9 1.3 1.4
(%oya) 1.9 3.0 4.2 4.4
Core (trimmed mean)
(%q/q) 0.9 1.0 1.2 1.2
(%oya) 2.9 3.4 4.1 4.4

Review of past week’s data
WMI leading index
Seasonally adjusted

Mar Apr May
(%m/m) 0.1 0.4 __ 0.0

Import price index
Not seasonally adjusted

4Q07 1Q08 2Q08
Index 113.1 116.2 __ 117.8
(%q/q) 0.2 2.7 __ 1.4
(%oya) -2.2 2.2 __ 3.5

Export price index
Not seasonally adjusted

2Q07 3Q07 4Q08
Index 142.0 146.9 __ 166.8
(%q/q) -0.6 3.5 __ 13.5
(%oya) -3.2 0.1 __ 13.3
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New Zealand
• NZ CPI was higher than expected in 2Q

• RBNZ to leave OCR steady this week

• September rate cut forecast, although July cut a close call

In New Zealand, data last week—including an upside surprise
on inflation and a strong retail sales ex-autos print—reaffirmed
our expectation that the RBNZ will leave rates unchanged on
Thursday. Although the economy may be in the midst of a
technical recession, widespread inflation pressures, particu-
larly the elevated level of nontradable inflation, mean the
RBNZ probably will delay cutting the official cash rate (OCR)
until September.

RBNZ to leave rates on hold, for now
Despite the forecast slowdown in economic momentum, wide-
spread inflation pressures, particularly the elevated level of
nontradable inflation, mean that the RBNZ likely will delay
cutting the OCR until September. We maintain our forecast
that the RBNZ will leave interest rates on hold at a record high
of 8.25% this week, before cutting the OCR 25bp in September.
We acknowledge, though, that there is a significant risk of an
earlier move.

As discussed in more detail in a research note in this week’s
GDW, leaving the OCR unchanged this Thursday will allow
time to assess whether the weakness in employment reported
in 1Q has been sustained. Any further loosening of the labour
market would reduce upside pressure on wages; the employ-
ment report is due on August 7. But, we do not expect the
RBNZ to cut interest rates in both September and October.
Rather, after the September rate cut, the RBNZ will probably
delay another move until December. This would allow time for
RBNZ officials to gauge the impact on NZD. A sharp NZD fall
would only add  to the nation’s inflation woes.

NZ CPI growth accelerated to 18-year high
Headline inflation accelerated to an 18-year high of 4.0%oya in
2Q (JPMorgan and consensus 3.8%) from 3.4% in 1Q, remain-
ing well above the central bank’s 1-3% target range for the
third straight quarter. The annual rate of inflation again was
driven higher by rising petrol prices, up 25.9%, which made
the most significant individual contribution to the increase in
the CPI. If petrol prices had remained constant, annual infla-
tion would have been 2.7% in 2Q. The quarterly rise was unex-
pectedly large at 1.6%q/q, up from 0.7% previously.

More importantly, though, nontradable inflation, a key point
of focus for RBNZ policymakers, slowed only moderately to
3.4%oya in 2Q, from 3.5% in the two prior quarters. We sus-
pect that the RBNZ would have been more comfortable with a
sharper slowdown in nontradable inflation, which reflects do-
mestic prices and is not influenced by  the exchange rate.
Nontradable inflation remains persistently high, however, de-
spite the recent downturn in domestic demand and raises the
risk that wage and price setting behaviour may soon start to
change.

Kiwi consumer spending slumped in May
The value of retail sales slumped 1.2%m/m in May (JPMorgan
0.5%, consensus -0.1%) after jumping 1.2% in April. We
thought the value of retail sales would have been bolstered
by high and rising prices, but sales plunged in May owing to
weaker auto-related sales. Ex-auto sales were up 0.7%m/m in
May, after falling 0.3% in April, suggesting that underlying
spending hasn’t completely tanked.

New Zealand consumers face significant headwinds, however,
owing partly to the negative wealth effects from the sharp de-
terioration in the housing market. The household sector al-
ready is under pressure from record high interest rates and
rising living costs. Consumers may feel further pain given that
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there also have been signs of a loosening in labour market
conditions, with employment contracting in 1Q. What is more
worrisome is that the plunge in business confidence suggests
that companies may be even more reluctant to hire workers
going forward, sending the unemployment rate higher.

Data releases and forecasts
Week of July 21 - 25
Mon Visitor arrivals
Jul 21 Not seasonally adjusted
10:45am

Mar Apr May Jun

Total (%m/m) -0.5 -11.8 9.4 __

Mon Net permanent immigration
Jul 21
10:45am Mar Apr May Jun

Monthly (000s) -1.0 -1.3 -1.3 __
12 month sum (000s) 4.7 4.7 4.9 __

Mon Credit card spending
Jul 21 Seasonally adjusted
03:00pm

Mar Apr May Jun

(%m/m) -3.4 4.0 -1.1 __
(%oya) 3.3 8.2 5.9 __

Thu RBNZ cash rate announcement
Jul 24
9.00am No change expected.
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Review of past week’s data

QVNZ house prices
%, median

Apr May Jun
(%oya) 4.9 2.4 __ 0.1

Retail trade
Seasonally adjusted

Mar Apr May
(%m/m) -1.2 -1.1 1.0 1.2 0.5 -1.2
(%oya) 0.8 3.0 3.1 2.5 1.1

Consumer price index
Not seasonally adjusted

4Q07 1Q08 2Q08
Headline (%oya) 3.2 3.4 3.8 4.0
Headline (%q/q) 1.2 0.7 1.4 1.6
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• Global GDP growth is slipping below trend; industrial out-
put contracting

• Financial stress to delay start of Fed tightening into early
2009

• Latin tightening contrasts with caution of other EM cen-
tral banks

• A UK fiscal stimulus package now looks likely

Taking stock
The pattern of global growth around midyear is playing out
broadly as expected. Growth is slipping to a below-trend pace,
led by a downshift in Western Europe and Japan. Meanwhile,
global inflation is moving sharply higher and should breach
5%oya by the end of the third quarter. Central banks’ rhetoric
has turned more hawkish but their response to high inflation
has been limited. Since the Fed’s last ease in April, central
banks around the world have raised policy rates just 11bp on
average.

While global economic performance is tracking our forecast,
the profile of risk has shifted toward weaker growth. Down-
side risks to growth are related, in part, to recent financial mar-
ket developments that show continued stress and tightening
US credit markets, alongside a slump in global equity prices.
A broadening of the deterioration in global housing market
conditions is also a concern. In addition, the abrupt weaken-
ing in European and Japanese activity indicators into midyear,
combined with signs that global industrial activity is now con-
tracting, marks a sharper downshift in momentum than antici-
pated. These developments have prompted a downward revi-
sion to our global growth forecast through early 2009. We
have scaled back our forecast of central bank action. We no
longer expect a Fed hike in September, as financial fragility will
delay attempts to embark on the rate normalization path. EM
European central banks, facing rapid currency appreciation,

now look likely to remain on hold. Globally, central bank
policy is now expected to be stable through year end.

While recent forecast revisions are not material enough to
change our broad outlook themes, they raise two important
questions. The first is whether the deterioration in growth and
financial market indicators signals that the global economy is
sliding into recession. The answer here will most likely come
from the strongest (China) and weakest (US) large economies in
the coming months. If our view is right, a resilient US nonfinan-
cial corporate sector—which has successfully maintained el-
evated profit margins, improved its market share in global trade,
and used last quarter’s surprisingly strong gain in final sales,
which we estimate at 3.1%q/q, saar, to clear out inventories—
will provide the cushion to allow the overall economy to grind
forward at about a 1% growth pace in 2H08.

For China, a rotation in the sources of growth is expected to
generate strong domestic demand gains as export growth
slows. China’s GDP advanced 10.4%q/q, saar in 2Q, similar to
the 1Q pace. China does not report expenditure details with
quarterly GDP, but relevant data on retail sales, fixed invest-
ment, and exports point to a rotation in growth from exports to
domestic demand. The forecast calls for similar, double-digit
GDP growth during 2H08, aided by stepped-up government
spending. Provided the deceleration in food prices continues
to bring down the rate of headline inflation, officials also may
relax credit controls toward year’s end and slow the pace of
RMB appreciation.

If a global recession is averted, attention will turn to whether
the year of subpar growth we project for the global economy
will be sufficient to dampen underlying inflation pressures.
The answer to this question will not come soon. Our view is
that global inflation and resource utilization rates will remain
elevated and, as a result, a return to above-trend growth next
spring will require a significant monetary policy response.
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Latins lead cautious EM rate adjustment
The sharp rise in global consumer prices this year is apparent
in both the developed and emerging economies, but the trends
in underlying inflation differ significantly between these two
groups. Our calculations show that core inflation—defined to
exclude all food and energy prices—is stable in the advanced
economies, whereas it is rising steadily in the EM. It is this rise
in core inflation, against a backdrop of accelerating unit labour
costs and elevated resource utilization, that makes us believe
that the EM economies are overheating (see “ EM Inflation:
Trouble beyond the headlines,” Global Issues, Jul 7).

EM policymakers, whose rate stance remains highly accommo-
dative, are responding to these symptoms of overheating in a
cautious fashion. This hesitancy reflects the risk of a sharp
slowdown in export growth to the G-3 economies, as well as a
tightening in EM financial conditions. EM policymakers also
hold out hope that headline inflation will subside in response
to a leveling off in commodity prices. There was some positive
news on this score last week, when oil prices took a tumble
and a number of EM countries, including China, reported lower
June food price inflation.

While EM policymakers on the whole are moving cautiously,
there are distinct differences of approach across regions. Latin

policy rates have been increasing in keeping with develop-
ments in growth and core inflation, in a way similar to what a
Taylor rule would prescribe. There have been a rash of Latin
rate hikes in recent days. Chile and Peru acted recently,
followed by Mexico last week, while Brazil is on tap this week.
These rate hikes have been reinforced by significant currency
appreciation in the cases of Brazil, Mexico, and Colombia. All
told, we look for an additional 105bp of tightening in Latin
America by year’s end.

Officials in the CEEMEA region, where inflation pressures are
most extreme, also have been raising rates, but this policy
adjustment is expected to lose force in coming months. We
scaled back a number of policy calls last week. We no longer
expect further rate hikes in South Africa and the Czech
Republic and are less confident that officials in Hungary will
deliver the remaining 25bp hike penciled into our 2H08 outlook.
The same is true of the 50bp hike that we presently forecast
next month in Turkey. In Central Europe, the change is driven
by the sharp appreciation of exchange rates against the
backdrop of a deteriorating Euro area growth outlook. For
South Africa, the forecast change was triggered by a prospec-
tive overhaul of the CPIX that will allow inflation to return to
target earlier than previously forecast, along with signs that
higher interest rates are damping consumer demand.

There has been very little policy tightening in EM Asia this
year, nor is much forecast for 2H08. While core inflation is low,
it has increased rapidly, accompanied by a marked acceleration
in unit labor costs. In addition to the concerns that are
restraining policymakers elsewhere, the modest policy adjust-
ment also reflects EM Asia’s continued ties to the US dollar.
The falling dollar has left EM Asian officials limited scope to
raise rates, while also promoting currency depreciation across
the region. Thus, trade-weighted exchange rates have fallen
this year in EM Asia, whereas they have increased across
much of Latin America and CEEMEA.

UK fiscal stimulus is coming
Developments last week suggest that a significant step has
been taken toward an eventual UK fiscal stimulus. The June
data on the public finances show fiscal outturns deteriorating
faster than anticipated. This release was accompanied by reli-
able press reports that Treasury officials are working on a re-
drafting the fiscal rules. Details are scant at this stage, but
their broad drift is reported as creating a tougher medium-term
constraint while allowing more scope for stimulus in the near

EM policy rates, local bond yields, and exchange rates
Change in basis points unless noted

Local bond yields Currency
YTD Rest of '08 fcst YTD YTD (%ch)

EM Asia 10 25 149 -3.6
China 0 0 3.7
Indonesia 75 50 241 -1.0
India 75 100 -12.3
Korea 0 0 -10.8
Taiwan 25 25 3.0
Thailand 25 75 75 -14.4

CEEMEA 99 33 122
Czech Rep 25 0 14 15.7
Poland 100 25 43 13.3
Russia 100 50 38 -0.1
South Africa 100 0 135 -14.1
Turkey 100 50 348 -9.4

LatAm 56 105 131 5.7
Brazil 100 200 183 7.3
Chile 125 50 13 -3.0
Colombia 25 25 249 10.3
Mexico 10 50 86 5.0

Policy rates

Note. EM and regional local rate aggregates weighted using GDP-weights.
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term. The likelihood of fiscal slippage and upside surprises in
inflation outturns has been among the reasons we have been
reluctant to pencil in MPC easing. This week will likely dem-
onstrate the weakness on the activity side demonstrated fur-
ther, with retail sales falling abruptly in June, and GDP coming
close to stagnation in 2Q. Though the activity weakness
makes it reasonable to believe that rates will ultimately have to
fall, the path to that outcome still looks long and potentially
bumpy.

BoJ increases transparency
The BoJ met last week, and with the rate decision a foregone
conclusion, focus was on the interim review of its semiannual
Outlook report. In past reviews, officials had altered the bal-
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ance of risks in the outlook but not the forecast itself. BoJ of-
ficials this time were bolder, cutting the official forecast for
GDP and raising it for inflation, marking a new level of trans-
parency and accountability under Governor Shirakawa.
Wages figured prominently in Shirakawa’s press conference.
In his view, slowing wage growth indicates that higher infla-
tion has not raised inflation expectations, but is adding to the
downward pressure on consumption. The news is set to get
worse in coming days, with news reports pointing to a signifi-
cant cut in summer bonuses.

RBNZ to wait on easing; RBA on hold
Last week’s unexpectedly high 2Q08 CPI print strengthened
the case for the RBNZ to delay the start of the easing cycle
when it meets this week. Australia’s inflation print on
Wednesday also will likely be on the high side, a point ac-
knowledged this week in an important speech by RBA Gover-
nor Glenn Stevens. It seems RBA officials now are prepared to
look through elevated inflation because the latest data for the
real economy show clear evidence of weakness in domestic
demand in response to recent policy tightening. On the
flipside, however, Australia’s export volumes are strengthen-
ing and the mining investment boom continues. The “two-
speed” economy makes policy considerations more compli-
cated than usual; the RBA is on hold given the unusually
high degree of uncertainty about the outlook.
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JPMorgan View - Global Markets
Go long bonds
• Equities rebounded nicely over the past few days from the

new cycle lows reached earlier last week. Credit spreads
stopped widening, while developed market bond yields rose
and curves steepened.

• The US government action regarding the GSEs had little
impact beyond agency spreads, but the not-as-bad-as-
feared 2Q results of major US commercial banks induced a
quick short-covering rally, especially in financial stocks.
With nonfinancial companies on average still showing
higher profits than a year ago, and the investor base ex-
tremely underweight equities, we will likely see further short
covering in coming weeks. Major indices could thus easily
jump another 5% or so in coming weeks. But what then?

• Beyond an earnings induced short-covering rally, the out-
look for global equity and credit is less benign into August
and September. North America, Europe, and Japan are on
the verge of recession, with growth expectations trending
down steadily. Credit losses on US consumer debt are sky-
rocketing. Corporate defaults remain very low, but will likely
start rising seriously next year. Confidence in banks remains
fragile and crisis conditions could reemerge at any moment.
These risks may be priced in, but a decisive turn in markets
requires more positive news than we currently expect be-
yond this month.

• One benefit of weaker G-10 demand must be a softening of
global inflation pressures. And indeed, oil and other com-
modity prices are starting to come down. This will hurt EM
commodity exporters, but EM equities and bonds on aver-
age should benefit from lower inflation as it reduces the risk
that their policy makers will have to stamp on the brakes
next year, causing an economic train wreck. We currently
do not project enough of a slowdown in the G-10 to guaran-
tee an EM soft landing. However, the growing risk (hope) of
an EM soft landing has forced us to exit our short-duration
positions in EM local bonds, and to consider getting back
into EM equities after the US 2Q earnings season is over.

Fixed income
• Major bond markets flipped back down on stronger equity

markets, while EM local bond markets rallied on reduced
inflation fears. Positions are very light, though biased on
the long-duration side.

• We are turning tactically positive on global bonds. In the

10-yr government bond yields
Current Sep 08 Dec 08 Mar 09 Jun 09

United States 4.06 3.85 4.05 4.30 4.30
Euro area 4.57 4.50 4.45 4.35 4.35
United Kingdom 5.04 5.10 5.00 5.00 4.90
Japan 1.62 1.50 1.60 1.60 1.85

Equities
Current YTD return (local currency)

S&P 1255
Topix 1252
FTSE 100 5376
MSCI Eurozone 181
MSCI Europe 1194

Credit markets
Current Dec 08

US high grade (bp over UST) 268 200
US high grade (bp over swaps) 172 150
Euro HG corp (bp over swaps) 93 65
USD high yield (bp vs. UST) 765 775
EMBIG (bp vs. UST) 304 250

Foreign exchange
Current Sep 08 Dec 08 Mar 09 Jun 09

EUR/USD 1.58 1.55 1.50 1.45 1.42
USD/JPY 107 108 110 112 115
GBP/USD 2.00 1.94 1.85 1.81 1.80

Commodities
Quarterly Average

Current Sep 08 Dec 08
Gold ($/oz) 957 915 900
Copper($/m ton) 8401 8800 8000
Corn ($/Bu) 6.36 6.15 6.30

Source: JPMorgan, Bloomberg, Datastream.

-20.3%

-13.2%
-13.5%
-16.2%
-23.3%

US, we retain a medium-term bearish bias on value and sup-
ply, but over the coming 4-6 weeks we are more positive,
largely on the short end as we now see no Fed hikes this
year and if anything a bias toward easing. As a result, we
need to exit for some time our long-standing long end flat-
tener (5s 30s). In Europe, we move to overlent in 2-year ster-
ling as it has backed up 22bp this week and we expect weak
GDP and retail sales data this week.

• In EM local markets, we have been trading on the short side
and local bonds have indeed sold off this year,
underperforming developed markets. The DM slowdown
and reduced inflation fears have induced us to delay ex-
pected central bank hikes in a number of countries and to
turn bullish duration there. We are now long in Poland,
Hungary, and Mexico (long end).
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• Within interest-rate markets, we retain a medium-term bull-
ish view on spreads, especially on 2-year swap spreads,
and stay overweight inflation-linked products in the US
and Japan, both largely on value. Stay underweight linkers
in the UK.

Equities
• Equities rebounded, not on the GSE actions that we had

high hopes for, but on US earnings reports that are coming
in close to official expectations in the nonfinancial sectors,
and not as bad as feared among commercial banks.

• We knew that positions and sentiment had turned extremely
negative on stocks and that earnings fears had fallen well
below those of the official analysts’ consensus. Flows
through our desks suggest that most of the buying this
week consisted of short covering. We are seeing almost no
commitment of new capital to the equity market. Mutual
funds are seeing mostly outflows.

• Given extreme bearish positions and a positive tone from
earnings reports, it is quite likely that equities will see a fur-
ther move up in coming weeks on short-covering. Into Au-
gust, though, economic news will likely remain negative.
We may have completed the average 20-25% peak-to-
trough correction in equities that goes with US recession,
but the timing for being tactically long is wrong. The risk
around our economic forecasts is that we are not just at the
start of subpar growth, but are actually at the start of a de-
veloped market recession. Equities should bottom near the
end of a recession, not at the beginning.

• We thus focus tactical risk analysis on country and sector
selection. Among countries, we stay long the US against
the Euro area, given more policy support in the US. In EM,
we are overweight China as inflation is coming down and
fiscal policy may be eased. Generally, we overweight coun-
tries that have done most to control inflation, such as
Mexico, Taiwan, and Thailand, against those with most
work to do, such as India and Brazil.

Credit

• Credit spreads are modestly wider versus government debt,
but tighter versus swaps and in derivatives.  We remain
wary of credit in Europe where the economy is headed
south, and are now outright underweight in both high-
grade and high-yield. The short-covering rally in equities,

induced by better-than-feared earnings, could create a
short-term pop in credit spreads, as we are seeing now in
the more liquid derivative indices. However, any upside is
modest, and will likely underperform equities as credit just
does not have the short base that equities have. Heavy is-
suance during the spring has absorbed the underweight
positions that had built up during the winter. In the US, we
stay bearish on HY, but keep a value-based overweight in
high-grade.

• Spreads on Financials have massively underperformed
those on Industrials this year. This is not surprising given
the collapse in profits and weaker capital positions of the
former. By now, a lot of bad news is priced in Financials and
spreads are well above recession highs of the past three
decades. This keeps us neutral on this sector spread in the
US. In Europe, we are worried about catchup bad news on
Financials and heavy supply. We therefore stay under-
weight Financials versus Industrials in that region.

Foreign exchange
• The financial sector dodged another bullet with earnings

reports, but intra-week volatility has made us rethink our
reliance on yen funding. Since early June we have been
short the yen, not due to any faith in carry, but on a view
that stagflation would drive currencies medium term, and
that the yen—with negative real rates heading lower due to
the Bank of Japan’s dovishness—would be the under-per-
former. That view has been challenged often since then, but
the yen crosses continue their grind higher, with all variants
but NZD/JPY some 2 - 2.5% higher since early June.

• We still think that stagflation is the key global macroeco-
nomic theme, and that this theme still favours the yen
crosses and certain emerging markets this year. But with the
US credit market virus claiming a new victim every several
weeks, a return to the dollar-crisis scenario is bound to re-
surface, particularly with the Fed on hold this year. This is
not our central scenario, but a reason to be on guard.

• We are partially hedged for a slow burn in the US economy
though our dollar shorts versus emerging markets. A cri-
sis scenario would normally require being outright short
USD/JPY and long EUR/USD, but given weakness in the
Euro area and Japan, the odds of this event are lower. We
prefer simply to reduce our short yen exposure and add a
long in AUD/USD.
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• This week’s Aussie CPI print still important for policy
outlook

• Aussie inflation likely accelerated in 2Q

• RBNZ to leave cash rate unchanged, but rate cut this week
still a material risk

Australia
The market interpreted RBA Governor Glenn Stevens’ speech
last week as a sign that the RBA was edging closer to embark-
ing on an easing cycle. In our view, though, there was little in
the speech to suggest that the RBA has moved any closer to
an ease—most of the comments the market interpreted as
dovish already are on the public record. To be fair, there was a
cluster of comments about the weakness of domestic demand
and the renewed softness in the labour market, and an ac-
knowledgment that the RBA would not wait for inflation to
return to target before cutting the cash rate. The market saw
these comments as a signal of a move away from the RBA’s
previously balanced tone.

Also, though, there were the usual hawkish comments about
the stimulus to national income derived from the booming
terms of trade, expressions of anxiety about global inflation
pressure and central bank tardiness at dealing with rising in-
flation, and an admission that domestic inflation probably will
rise even further from current elevated levels. In our view,
therefore, the speech was balanced and signalled an RBA on
hold while officials wait and see how the opposing forces at
work in the economy—sluggish domestic demand and boom-
ing export industries—play out, against a backdrop of uncom-
fortably high inflation.

This week’s CPI print will, as always, attract a lot of market
attention. Inflation is likely to print a 1.4%q/q in headline
terms, and at 1.2% on the core trimmed mean measure. If
realised, the trimmed mean rise will be the fastest since 1990
and will take the annual rise in core inflation to 4.4%oya, up
from 4.2% in 1Q. We believe, however, that inflation prints no
longer are the “bell ringer” for monetary policy they were as
recently as earlier this year. RBA officials have made clear that
they expect inflation prints to be ugly in coming quarters,
partly because of the boost to food and energy prices—this
already is factored into the RBA’s implied policy stance.

Officials have hinted they will look through CPI prints on the
assumption that the sharp slowdown in domestic demand

should be enough to drag inflation back to within the target
range. Inflation’s long journey back to target will, however,
not be direct, particularly in the near term as inflation moves
further above target. Also, even core inflation is likely to stay
above the RBA’s target range until 2010. This expectation is
entirely consistent with the RBA’s latest published forecasts.

Trends in domestic demand, therefore, will be the principal
source of evidence for the likely direction of monetary policy.
Further consistent signs that demand was slowing in line with
RBA expectations could see the RBA cut the cash rate as
early as next February. Any contradictory evidence, however,
that the terms of trade bonanza and/or the personal income tax
cuts paid earlier this month had triggered a rebound in domes-
tic demand, could see the RBA sidelined for an extended pe-
riod. Rate hikes, though, seem unlikely, particularly when
viewed through the prism of renewed financial market instabil-
ity offshore.

The 3s 10s curve continued the steepening trend of recent
weeks. Having started the week at -23, the curve moved
steadily to -10.5 by week’s end. Our curve steepening trade
from last GFIMs, therefore, reached target at -17, for a gain of
9bp. Glenn Stevens’ speech had a marked impact on pricing
for RBA policy moves. The market prices virtually no chance
of a rate hike this year, down from a 25% chance earlier this
week. The market also now prices a 50% probability of a rate
cut by mid-2009. The next move in the cash rate probably will
be down, but the timing of the decision will depend on the
evolution of domestic demand indicators, not historic CPI
prints.

New Zealand
The highlight this week will be the RBNZ’s policy decision on
Thursday. The growing headwinds faced by New Zealand
consumers have fanned fresh calls for an imminent rate cut.
Market pricing suggests a 50% chance of a 25bp cut next this
week, broadly unchanged from last week. The market prices in
90bp of tightening before the end of 2008.

While a move this week carries significant risk, our forecast
calls for the RBNZ to delay a rate cut until September. Head-
line inflation accelerated to an 18-year high of 4%oya in 2Q,
well above the central bank’s 1-3% target range, owing mainly
to rising petrol prices. More importantly, though, non-tradable
inflation, a key point of focus for RBNZ policy-makers, slowed
only moderately to 3.4%oya in 2Q, from 3.5% in the two prior
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quarters. We suspect that the RBNZ would have been more
comfortable with a sharper slowdown in non-tradable infla-
tion, which reflects domestic prices and is not influenced by
the exchange rate.

Furthermore, leaving the OCR unchanged this week will allow
time to assess whether the weakness in employment in 1Q has
been sustained. Any further loosening of the labour market
would reduce upside pressure on wages; the employment re-
port is due on August 7.

Other data last week showed that retail sales values slumped
1.2%m/m in May. On the upside, though, ex-auto sales were
up 0.7%m/m in May, suggesting that underlying spending
hasn’t completely tanked. Still, upon release of the data on
Monday, NZD sanked to nearly $0.7572, but following the
upside surprise in the CPI data last Tuesday, climbed more
than one cent to finish the day above $0.7700. The currency
shed some of its gains toward the end of the week, however,
to close near $0.7640. The yield on 90-day bank bills shed 7bp
to close the week near 8.40%. Equities were down around 1%.

Trade recommendations

• 3s 10s Aussie curve steepener from last GFIMs reached tar-
get. We recommended buying the curve last GFIMs at -26,
with a target at -17 and a stop loss at -28. The curve steep-
ened in line with offshore trends as expected, for a gain of
9bp.

• Take profit on Kiwi steepener. Established position at -14 in
Kiwi 2yr fwd 2yr swap, paying 5yr fwd 2yr. Closing out at
+2, for profit of +16, given the uncertainty surrounding the
RBNZ’s policy decision on Thursday. We may re-establish
this trade if the RBNZ leaves the OCR unchanged on Thurs-
day.
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2007 2008 2009 4Q07 1Q08 2Q08 3Q08 4Q08 1Q09 2Q09 1Q08 2Q08 4Q08 2Q09
The Americas
United States 2.2 1.8 ↑ 2.1 0.6 1.0 2.2 ↑ 1.0 1.0 2.0 3.0 4.2 4.3 ↑ 4.8 ↑ 3.2 ↑

Canada 2.7 1.1 2.4 0.8 -0.3 0.8 1.5 2.3 2.5 2.8 1.8 1.9 2.4 1.7
Latin America 5.3 4.0 3.8 5.9 1.5 3.6 3.1 4.2 3.5 4.1 6.3 7.4 7.5 6.6

Argentina 8.7 6.5 3.0 7.3 2.6 8.2 2.8 6.1 2.8 1.6 8.5 9.1 9.1 8.9
Brazil 5.4 4.4 3.8 6.6 2.9 3.0 4.0 4.0 3.8 3.5 4.6 5.6 6.6 6.6
Chile 5.1 3.5 3.5 3.4 5.8 5.0 1.0 5.0 4.0 4.0 8.0 8.9 7.5 5.3
Colombia 8.2 4.6 3.7 10.3 -3.7 10.1 4.2 6.0 1.3 2.1 6.1 6.4 6.9 4.5
Ecuador 2.0 2.5 2.5 5.0 2.0 1.5 1.0 1.0 2.5 3.5 5.3 9.1 9.8 5.3
Mexico 3.3 2.6 4.0 3.0 2.0 1.0 2.0 3.0 4.9 4.9 3.9 5.0 4.5 3.0
Peru 9.0 8.5 6.0 10.5 7.5 11.2 3.0 2.3 2.6 13.5 4.8 5.5 4.8 3.5
Venezuela 8.4 3.5 3.5 13.1 -12.5 4.5 7.5 10.0 -2.5 2.5 26.2 29.3 30.0 30.5

Asia/Pacific
Japan 2.0 1.3 1.2 2.9 4.0 -1.5 0.5 0.8 1.2 1.8 1.0 1.4 2.3 1.6
Australia 4.3 2.8 2.6 2.7 2.5 1.3 2.6 3.2 3.2 2.0 4.2 4.3 4.5 3.6
New Zealand 3.1 0.8 1.8 3.3 -1.1 -0.2 -0.1 0.3 2.2 3.6 3.4 3.3 3.9 4.0
Asia ex. Japan 8.8 7.3 ↓ 7.5 7.3 8.0 ↑ 5.9 ↓ 6.8 ↓ 7.0 6.9 7.6 ↑ 6.3 7.1 6.5 ↑ 4.7

China 11.9 10.2 ↓ 9.8 9.2 10.7 ↑ 10.4 ↓ 9.5 ↓ 10.2 9.1 9.5 ↑ 8.0 7.8 ↓ 5.7 ↑ 4.9
Hong Kong 6.4 4.8 5.0 6.6 7.3 -1.0 3.5 3.0 5.5 8.0 4.6 5.4 3.1 2.4
India 9.0 7.0 8.0 8.5 8.8 6.4 6.0 5.6 5.9 8.0 6.3 8.3 8.9 5.8
Indonesia 6.3 5.7 ↑ 5.2 5.1 5.9 4.0 ↓ 5.5 ↑ 5.5 ↑ 5.0 5.0 7.6 10.1 14.2 8.3
Korea 5.0 4.4 5.0 6.4 3.3 2.5 3.5 4.5 5.0 5.5 3.8 4.8 5.0 3.4
Malaysia 6.3 5.2 5.5 7.0 6.4 2.4 2.0 2.4 7.4 7.4 2.6 4.7 7.9 6.0
Philippines 7.2 4.0 4.4 5.1 4.3 2.0 3.5 3.5 3.5 3.5 5.5 9.7 8.0 4.3
Singapore 7.7 4.3 ↓ 5.7 -4.8 14.6 -6.6 ↓ 10.8 ↑ 4.9 6.1 ↓ 6.1 ↓ 6.6 6.8 4.9 1.9
Taiwan 5.7 4.3 5.0 2.3 3.0 0.5 5.8 6.5 4.8 4.8 3.6 4.1 2.1 2.8
Thailand 4.8 4.5 4.8 7.4 5.6 1.5 2.0 2.0 4.0 4.0 5.0 7.5 11.3 6.5

Africa
South Africa 5.1 3.1 3.2 5.3 2.1 1.9 2.3 1.6 3.4 3.8 9.9 11.6 13.9 8.5

Europe
Euro area 2.7 1.3 0.9 1.5 2.9 -0.8 0.0 0.5 1.0 1.5 3.4 3.6 4.1 3.0

Germany 2.6 1.7 1.4 1.1 6.3 -3.0 1.0 1.2 1.8 2.0 3.1 3.1 3.0 2.0
France 2.1 1.3 1.2 1.4 1.8 0.5 0.0 0.5 1.5 1.8 3.3 3.6 3.2 2.3
Italy 1.4 0.2 0.7 -1.6 1.9 -0.5 0.0 0.0 1.0 1.2 3.3 3.8 3.8 2.8

Norway 6.3 3.2 1.9 4.4 0.8 3.0 1.5 1.5 1.7 2.0 3.5 3.2 4.2 4.2
Sweden 2.9 1.7 1.5 2.8 1.6 1.0 1.0 1.2 1.5 1.5 3.2 3.9 4.4 3.3
Switzerland 3.1 2.0 1.1 3.8 1.3 1.0 0.5 0.5 1.0 1.5 2.5 2.7 2.8 1.8
United Kingdom 3.1 1.2 0.8 2.2 1.1 0.5 -1.0 0.0 0.5 2.0 2.4 3.0 4.1 3.0
Emerging Europe 6.5 5.9 ↓ 5.5 ↓ 11.6 2.8 7.3 ↓ 3.4 ↓ 10.4 ↓ 1.8 ↓ 7.0 ↓ 9.1 10.3 9.3 7.8

Bulgaria 6.2 5.2 5.5 … … … … … … … … … … …
Czech Republic 6.6 4.8 ↓ 3.5 ↓ 5.4 3.6 4.5 ↓ 5.0 4.5 ↓ 2.5 ↓ 2.0 ↓ 7.4 6.9 5.9 2.8 ↓

Hungary 1.3 2.0 2.8 0.5 1.2 3.0 2.8 2.9 2.8 2.8 6.9 6.9 6.1 4.5
Poland 6.6 5.4 ↓ 4.8 ↓ 7.4 5.7 4.5 ↓ 2.5 ↓ 5.2 ↓ 5.2 ↓ 5.0 ↓ 4.1 4.3 ↑ 4.2 3.7
Slovak Republic 10.4 7.5 5.5 14.0 -3.1 7.5 10.5 12.0 -5.0 6.0 4.0 4.5 4.3 3.2
Romania 6.0 7.0 4.0 … … … … … … … 8.0 8.7 6.4 5.8
Russia 8.1 7.8 7.0 16.8 0.9 10.5 3.0 16.0 0.0 10.0 12.9 14.8 13.2 11.4
Turkey 4.5 3.8 5.2 … … … … … … … 8.8 10.5 10.3 8.6

Global 3.5 2.5 2.5 2.7 2.7 1.6 1.5 ↓ 2.1 2.3 3.1 4.0 4.4 ↑ 4.7 ↑ 3.4
Developed markets 2.5 1.5 1.5 1.5 2.0 0.5 0.5 0.8 1.5 2.2 3.2 3.4 4.0 ↑ 2.8 ↑

Emerging markets 7.5 6.2 6.2 7.6 5.4 ↑ 5.5 ↓ 5.2 ↓ 6.8 5.1 6.5 6.9 7.8 7.4 ↑ 5.8

% over a year ago
Consumer prices

                                          % over previous period, saar                                            
Real GDP

% over a year ago
 Real GDP
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Global Central Bank Watch
Change from Forecast

Official interest rate Current Aug 07 (bp) Last change next change Sep 08 Dec 08 Mar 09 Jun 09 Sep 09

Global GDP-weighted average 3.77 -94 3.83 3.86 3.98 4.18 4.35
    excluding US GDP-weighted average 4.62 15 4.70 4.75 4.79 4.85 4.87
Developed GDP-weighted average 2.85 -129 2.85 2.85 2.95 3.19 3.40
Emerging GDP-weighted average 7.52 47 7.79 7.97 8.14 8.18 8.17
    Latin America GDP-weighted average 9.51 70 10.17 10.56 10.74 10.70 10.65
    CEEMEA GDP-weighted average 6.31 122 6.52 6.64 6.73 6.54 6.35
    EM Asia GDP-weighted average 6.57 24 6.69 6.81 7.01 7.20 7.31

The Americas GDP-weighted average 2.89 -270 2.96 3.01 3.23 3.64 4.08
United States Federal funds rate 2.00 -325 30 Apr 08 (-25bp)  17 Mar 09 (+25bp) 2.00 2.00 2.25 2.75 3.25
Canada Overnight funding rate 3.00 -150 22 Apr 08 (-50bp) Jul 09 (+25bp) 3.00 3.00 3.00 3.00 3.50
Brazil SELIC overnight rate 12.25 75 4 Jun 08 (+50bp) 23 Jul 08 (+50bp) 13.25 14.25 14.75 14.75 14.75
Mexico Repo rate 7.75 50 20 Jun 08 (+25bp) 18 Jul 08 (+25bp) 8.25 8.25 8.25 8.25 8.25
Chile Discount rate 7.25 175 10 Jul 08 (+50bp) 14 Aug 08 (+25bp) 7.75 7.75 7.75 7.25 6.75
Colombia Repo rate 9.75 50 22 Feb 08 (+25bp) 19 Sep 08 (+25bp) 10.00 10.00 9.75 9.75 9.50
Peru Reference rate 6.00 125 10 Jul 08 (+25bp) 4Q 08 (+25bp) 6.00 6.25 6.25 6.00 5.75

Europe/Africa GDP-weighted average 4.80 20 4.84 4.85 4.86 4.82 4.79
Euro area Refi rate 4.25 25 3 Jul 08 (+25bp) on hold 4.25 4.25 4.25 4.25 4.25
United Kingdom Repo rate 5.00 -75 10 Apr 08 (-25bp) on hold 5.00 5.00 5.00 5.00 5.00
Sweden Repo rate 4.50 100 3 Jul 08 (+25bp) 4 Sep 08 (+25bp) 4.75 4.75 4.75 4.75 4.75
Norway Deposit rate 5.75 100 25 Jun 08 (+25bp) on hold 5.75 5.75 5.75 5.75 5.75
Czech Republic 2-week repo rate 3.75 50 7 Feb 08 (+25bp) 1Q 09 (-25bp) 3.75 3.75 3.50 3.25 3.00
Hungary 2-week deposit rate 8.50 75 26 May 08 (+25bp) 25 Aug 08 (+25bp) 8.75 8.75 8.75 8.50 8.25
Poland 7-day intervention rate 6.00 125 25 Jun 08 (+25bp)  24 Sep 08 (+25bp) 6.25 6.25 6.25 6.00 5.75
Romania Base rate 10.00 300 26 Jun 08 (+25bp) 31 Jul 08 (+25bp) 10.75 11.00 11.00 10.50 10.00
Russia 1-week deposit rate 4.25 100 11 Jul 08 (+25bp) Sep 08 (+25bp) 4.50 4.75 5.00 5.00 5.00
Slovak Republic 2-week repo rate 4.25 0 27 Apr 07 (-25bp) on hold 4.25 4.25 4.25 4.25 4.25
South Africa Repo rate 12.00 200 12 Jun 08 (+50bp) Jun 09 (-50bp) 12.00 12.00 12.00 11.50 11.00
Switzerland 3-month Swiss Libor 2.75 25 13 Sep 07 (+25bp) on hold 2.75 2.75 2.75 2.75 2.75
Turkey Overnight borrowing rate 16.75 -75 17 Jul 08 (+50bp) 14 Aug 08 (+50bp) 17.25 17.25 17.25 16.50 15.75

Asia/Pacific GDP-weighted average 3.70 15 3.75 3.80 3.89 4.10 4.14
Australia Cash rate 7.25 75 4 Mar 08 (+25bp) on hold 7.25 7.25 7.25 7.25 7.25
New Zealand Cash rate 8.25 0 26 Jul 07 (+25bp) 10 Sep 08 (-25bp) 8.00 7.75 7.50 7.50 7.50
Japan Overnight call rate 0.50 0 21 Feb 07 (+25bp) Jun 09 (+25bp) 0.50 0.50 0.50 0.75 0.75
Hong Kong Discount window base 3.50 -325 1 May 08 (-25bp) 18 Mar 09 (+25bp) 3.50 3.50 3.75 4.25 4.75
China 1-year working capital 7.47 45 20 Dec 07 (+18bp) 1Q 09 (+27bp) 7.47 7.47 7.74 8.01 8.19
Korea Base rate 5.00 0 9 Aug 07 (+25bp) 1Q 09 (+25bp) 5.00 5.00 5.25 5.50 5.50
Indonesia BI rate 8.75 50 3 Jul 08 (+25bp) 5 Aug 08 (+25bp) 9.00 9.25 9.50 9.50 9.50
India Repo rate 8.50 75 24 Jun 08 (+50bp) 29 Jul 08 (+50bp) 9.00 9.50 9.50 9.50 9.50
Malaysia Overnight policy rate 3.50 0 26 Apr 06 (+25bp) 25 Jul 08 (+25bp) 4.00 4.00 4.00 4.00 4.00
Philippines Reverse repo rate 5.75 -25 17 Jul 08 (+50bp) 28 Aug 08 (+25bp) 6.00 6.00 6.00 6.00 6.00
Thailand 1-day repo rate 3.50 25 16 Jul 08 (+25bp) 3Q 08 (+25bp) 3.75 4.25 4.50 4.50 4.50
Taiwan Official discount rate 3.625 50 26 Jun 08 (+12.5bp) Sep 08 (+12.5bp) 3.75 3.875 4.00 4.125 4.25
Bold denotes move this week and forecast changes



20

Australia and New Zealand - Weekly Prospects
July 21, 2008

JPMorgan Chase Bank, Sydney
Stephen Walters (61-2) 9220-1599
stephen.b.walters@jpmorgan.com
Helen Kevans (61-2) 9220-3250
helen.e.kevans@jpmorgan.com

Forecasts - Australia and New Zealand

2007 2008 2009 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Chain volume GDP 4.3 2.8 2.6 4.5 4.9 2.7 2.5 1.3 2.6 3.2 3.2 2.0 2.4 2.3

Private consumption 4.6 3.4 1.8 3.3 4.7 6.3 2.8 1.2 2.8 2.0 1.2 1.6 2.0 2.4
Construction investment 9.7 3.6 3.7 4.1 10.0 -5.5 7.9 1.8 6.1 3.0 5.1 2.0 1.9 5.9

Equipment investment 7.7 3.9 3.4 26.7 -11.2 16.1 -6.0 4.3 13.2 4.2 -2.1 4.2 0.0 8.6

Public investment 5.4 11.9 5.8 82.8 -29.8 28.0 25.9 3.5 5.8 5.7 5.8 6.0 6.3 6.7
Government consumption 2.2 4.5 3.4 0.6 5.8 6.5 1.4 6.7 5.4 3.7 3.5 2.2 1.8 2.2

Exports of goods & services 3.2 2.5 4.6 3.5 8.1 -2.8 2.1 2.4 4.1 6.1 4.1 4.1 6.1 4.1
Imports of goods & services 10.6 10.4 4.2 7.4 10.0 14.3 14.6 6.1 8.2 4.1 2.0 4.1 5.1 2.0

Contributions to GDP growth:

Domestic final sales 5.2 4.2 2.6 6.5 4.1 7.2 5.6 -1.1 4.8 2.9 2.2 2.3 2.1 3.7
Inventories 0.7 0.5 0.2 -1.0 1.4 -0.5 -0.1 3.5 -0.9 0.1 0.6 -0.1 0.4 -1.7

Net trade -1.7 -2.0 -0.1 -1.0 -0.7 -3.7 -2.9 -1.0 -1.2 0.2 0.3 -0.2 -0.1 0.3
GDP deflator (%oya) 3.8 3.3 2.6 4.1 3.3 3.5 3.5 3.7 3.4 2.8 2.6 2.6 2.6 2.5

Consumer prices (%oya) 2.3 4.4 3.6 2.1 1.9 3.0 4.2 4.3 4.5 4.5 4.0 3.6 3.4 3.3

Producer prices (%oya) 2.3 5.7 2.5 1.5 0.8 3.4 6.9 5.0 6.0 5.0 2.5 2.5 2.5 2.5
Trade balance (A$ bil, sa) -20.7 -24.1 -15.2 -4.5 -5.4 -7.0 -8.3 -7.6 -5.4 -2.9 -1.7 -2.3 -4.4 -6.9

Current account (A$ bil, sa) -67.0 -63.4 -43.6 -16.0 -16.3 -18.7 -19.5 -17.6 -14.5 -11.9 -8.7 -8.3 -10.5 -16.2
as % of GDP -6.2 -5.5 -3.6 -6.0 -6.0 -6.7 -6.9 -6.1 -5.0 -4.0 -2.9 -2.7 -3.4 -5.3

3m eurodeposit rate (%)* 6.0 7.3 6.8 5.8 7.1 7.2 7.3 7.3 7.3 7.1 6.9 6.8 6.8 6.7

10-year bond yield (%)* 5.6 6.3 5.8 5.6 5.7 6.4 6.1 6.5 6.3 6.2 6.0 5.7 5.7 5.7
US$/A$* 0.75 0.94 0.89 0.74 0.77 0.91 0.91 0.96 0.95 0.93 0.91 0.89 0.88 0.88

Commonwealth budget (FY, A$ bil) 17.2 16.8 21.7
as % of GDP 1.6 1.5 1.8

Unemployment rate 4.4 4.5 5.3 4.3 4.3 4.3 4.1 4.4 4.6 4.9 5.1 5.2 5.3 5.4

Industrial production 3.2 3.7 0.8 3.0 -0.1 5.5 6.7 1.0 3.0 4.0 -1.0 -2.0 -3.0 0.0

*All financial variables are period averages

20092007 2008

Australia: economic projections percentage change over previous period, seasonally adjusted annual rates, un

2007 2008 2009 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Real GDP (1995-96 prices) 3.1 0.8 1.8 3.2 2.2 3.3 -1.1 -0.2 -0.1 0.3 2.2 3.6 2.5 3.6
Private consumption 4.1 0.3 1.2 1.7 2.1 2.0 -1.4 -0.1 -0.5 0.5 0.7 2.1 2.9 3.3

Fixed Investment 4.4 -0.2 1.7 0.4 1.6 12.5 -7.6 -5.3 2.6 0.3 2.0 2.8 3.1 3.9
  Residential construction 4.4 -17.4 -1.7 52.6 22.7 -5.5 -52.2 -18.0 -6.0 -2.0 0.0 0.8 2.8 3.2

  Other fixed investment 4.4 4.2 2.4 -9.4 -3 17.9 8.0 -2.4 4.4 0.8 2.4 3.2 3.2 4.0
Inventory change (NZ$ bil, saar) 0.8 0.3 -0.1 0.4 0.3 0.1 0.4 0.1 0.0 -0.1 0.0 0.0 -0.1 -0.1

Government spending 3.9 1.6 1.7 3.8 7.6 0.9 4.7 -0.9 -4.3 -2.2 5.0 5.1 3.5 2.5
Exports of goods & services 3.3 2.4 3.0 -4.8 -0.2 19.3 -7.1 4.1 3.1 2.5 2.5 3.1 3.6 3.7

Imports of goods & services 8.6 5.3 1.0 11.0 3.0 16.2 4.9 0.6 0.2 0.5 0.5 1.5 2.2 2.5
Contributions to GDP growth:

Domestic final sales 4.6 2.3 1.5 4.1 5.0 6.0 -0.2 2.0 0.4 -0.1 0.7 2.8 3.3 3.5
Inventories 0.5 -0.3 -0.3 4.6 -1.5 -2.4 3.3 -3.2 -1.4 -0.2 0.8 0.4 -1.0 -0.1

Net trade -2.0 -1.2 0.6 -5.4 -1.2 -0.1 -4.2 1.1 0.9 0.6 0.6 0.4 0.3 0.2
GDP deflator (%oya) 4.2 4.8 2.8 4.1 3.9 5.6 5.9 5.3 4.9 3.3 2.9 2.8 2.7 2.7

Consumer prices 2.4 4.2 3.8 4.0 2.0 4.8 3.4 3.9 5.0 4.4 3.2 3.5 3.5 3.2
%oya 2.4 4.2 3.8 2.0 1.8 3.2 3.4 3.3 4.1 4.0 4.1 4.0 3.7 3.4

Trade balance (NZ$ bil, sa) -2.3 -0.8 0.7 -0.8 -0.7 0.0 -0.2 -0.2 -0.2 -0.2 -0.1 0.1 0.3 0.5
Current account (NZ$ bil, sa) -13.8 -13.3 -10.7 -3.6 -3.6 -3.1 -3.5 -3.3 -3.3 -3.2 -2.9 -2.8 -2.6 -2.3

as % of GDP -8.1 -7.4 -5.7 -8.4 -8.3 -7.0 -7.9 -7.4 -7.2 -7.0 -6.3 -6.1 -5.6 -4.8
Yield on 90-day bank bill (%)* 8.4 8.5 7.7 8.2 8.7 8.8 8.8 8.7 8.5 8.2 8.0 7.8 7.6 7.5

10-year bond yield (%)* 6.3 6.3 5.7 6.4 6.4 6.4 6.4 6.4 6.3 6.2 6.0 5.7 5.5 5.5
US$/NZ$* 0.74 0.75 0.68 0.74 0.74 0.76 0.79 0.76 0.74 0.72 0.70 0.68 0.67 0.68

Commonwealth budget (NZ$ bil) 6.4 5.3 5.0
as % of GDP 3.7 2.9 2.6

Unemployment rate 3.6 3.9 4.5 3.6 3.5 3.4 3.6 3.9 4.1 4.2 4.3 4.5 4.6 4.7

New Zealand: economic projections percentage change over previous period, seasonally adjusted annual rates, unless stated

2007 2008 2009

*All financial variables are period averages
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Australia and New Zealand economic calendar

 
 
 
 
 
 
 

Monday Tuesday Wednesday Thursday Friday 

 
21 Jul  
 
Australia: 
PPI (11:30am)  
  2Q  1.5 %q/q 
New motor vehicles sales 
(11:30am)  Jun  
 
 New Zealand: 
Visitor arrivals (10:45am)  
  Jun 
Credit card spending (03:00pm)  
  Jun  
  

 
22 Jul  
 
 

 
23 Jul  
 
Australia: 
CPI (11:30am)  
  2Q  1.4 %q/q 
 

 
24 Jul  
 
New Zealand: 
RBNZ official cash rate (09:00am)  
  Jul  No change expected 

 
25 Jul  
 
  

 
28 Jul  
 
New Zealand: 
Trade balance (10:45am)  
  Jun  
 
 
 
 
 
 
 
 
 

 
29 Jul  
 
New Zealand: 
Building permits (10:45am)  
  Jun  

 
30 Jul  
 
Australia: 
Building approvals (11:30am)  
  Jun  
 
New Zealand: 
Money supply (03:00pm)  
  Jun  
 
 
 
 
  

 
31 Jul  
 
Australia: 
Pvt. sector credit (11:30am)  Jun 
 
New Zealand: 
NBNZ bus. conf. (03:00pm)  Jul  
  

 
1 Aug  
 
Australia: 
RBA commodity index (04:30pm)      
  Jul 
  

 
4 Aug  
 
Australia: 
House price index (11:30am)  2Q  
ANZ job ads (11:30am)  Jul  
 
 New Zealand: 
Wage cost index (10:45am)  2Q  
ANZ comm. price (03:00pm)  Jul  
 
 
 
 
 
  

 
5 Aug  
 
Australia: 
RBA cash target (02:30pm)  
  Aug  
  

 
6 Aug  
 
Australia: 
Housing finance (11:30am)  
  Jun  
  

 
7 Aug  
 
Australia: 
Unemployment rate (11:30am)  Jul  
 
 New Zealand: 
Unemployment rate (10:45am)  2Q  
 

 
8 Aug  
 
Australia: 
Foreign reserves (04:30pm)  
  Jul  

 
11 Aug  
 
New Zealand: 
QV house prices Jul  
 
 
 
 
 
 
 
 
 
 

 
12 Aug  
 
Australia: 
NAB bus. conf. (11:30am)  Jul  
  

 
13 Aug  
 
Australia: 
Wage cost index (11:30am)  2Q  
WMI cons. conf. (11:30am)  Aug  
  
New Zealand:  PPI (10:45am)  2Q  

 
14 Aug  
 
New Zealand: 
PMI (12:00pm)  
  Jul  

 
15 Aug  
 
New Zealand: 
Retail sales (10:45am)  Jun 
 

Highlighted data are scheduled for release on or after the date shown.  Times shown are local. 
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Global Data Diary
     Week / Weekend    Monday       Tuesday         Wednesday       Thursday          Friday

21 July
Hungary
• NBH meeting

22 July
Canada
• Retail sales (May)

Japan
• All sector activity index

(May)
• BoJ bank officers survey

(2Q)

Taiwan
• Unemployment (Jun)

United States
• OFHEO HPI (May)

21 - 25 July 23 July
Australia
• CPI (2Q)

Brazil
• COPOM meeting

Canada
• CPI (Jun)

Euro area
• Industrial orders (May)

Taiwan
• Export orders (Jun)
• IP (Jun)

United Kingdom
• BBA mortgage lending

(Jun)
• BoE minutes

United States
• Beige book

25 July
Colombia
• BanRep meeting

Euro area
• M3 (Jun)

Japan
• Nationwide core CPI

(Jun)

Korea
• GDP (2Q)

Malaysia
• BNM meeting

United Kingdom
• GDP prelim (2Q)

United States
• Consumer sent (Jul final)
• Durable goods (Jun)
• New home sales (Jun)

24 July
Euro area business

surveys
• Euro area PMI flash (Jul)
• Belgium BNB (Jul)
• France INSEE (Jul)
• Germany IFO (Jul)
• Italy ISAE (Jul)

Japan
• Trade balance (Jun)

New Zealand
• RBNZ meeting

United Kingdom
• Retail sales (Jun)

United States
• Existing home sales (Jun)
• Housing vacancies (2Q)

28 July
Germany
• CPI 6 states/prelim (Jul)

29 July
India
• RBI meeting

Japan
• Hhold spending (Jun)
• Retail sales (Jun)
• Unemployment (Jun)

Slovak Republic
• NBS meeting

United States
• S&P/C-S HPI (May)

28 July - 1 August 30 July
Euro area
• EC business survey

(Jul)

Germany
• Retail sales (Jun)

Japan
• IP prelim (Jun)
• Shoko Chukin (Jul)

Poland
• NBP meeting

South Africa
• CPI (Jun)

United States
• ADP employment (Jul)

1 August
Korea
• CPI (Jul)
• Trade balance (Jul)

United Kingdom
• GDP (2Q)

United States
• Construct spend (Jun)
• Employment report (Jul)
• Vehicle sales (Jul)

Manufacturing PMIs
• China (Jul)
• Euro area final (Jul)
• United Kingdom (Jul)
• United States (Jul)

31 July
Euro area
• HICP flash (Jul)
• Unemployment (Jul)

Germany
• Employment (Jun)
• Unemployment (Jul)

Japan
• Housing starts (Jun)
• Nominal wages (Jun)
• PMI mfg (Jul)

Korea
• IP (Jun)

Romania
• NBR meeting

United States
• Chicago Fed surv (Jul)
• Employ cost index (2Q)
• Real GDP adv (2Q)
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