Morning Report

NZ dollar falls on upbeat US jobs report; RBNZ survey may show
waning inflation view

The New Zealand dollar fall after US jobs growth topped 200,000 for a second
straight month while locally traders are looking ahead to the Reserve Bank's
survey of expectations today, which may show views on inflation are waning.

The US dollar index rallied after Labour Department figures showed nonfarm
payrolls gains, while average hourly earnings rose a modest 0.3%. US inflation
data is released at the end of the week. Also helping the greenback were
comments by National Economic Council director Gary Cohn in a Bloomberg
interview that the US should cut the corporate tax rate to be in line with other
major economies. The RBNZ survey today comes ahead of the monetary policy
statement on Thursday, which is expected to project little if any increase in
interest rates.

World Week Ahead: Eyes on Macy’s, Kohl’s

The latest corporate earnings including from US retailers Macy’s and Kohl’s
and reports on inflation will draw attention this week. Last week, the Dow Jones
Industrial Average rose 1.2%, with the index closing at a record high for the
eighth consecutive session on Friday, while the Standard & Poor’s 500 Index
added 0.2% and sentiment remains upbeat.

Bolstering the mood on Friday was a Labour Department report showing that
nonfarm payrolls climbed by 209,000 jobs last month, beating economists’
expectations for a gain of about 180,000 and following an upwardly revised
increase of 231,000 in June. Separately, a Commerce Department report showed
that the US trade deficit shrunk to the lowest level in eight months in June.

The latest US economic data on tap in the coming days include reports on the
labour market conditions index and consumer credit, due today; NFIB small
business optimism index, and JOLTS, due Tuesday; productivity and costs, and
wholesale trade, due Wednesday; weekly jobless claims and producer price
index, due Thursday; as well as the consumer price index, due Friday.

MARKET CLOSE: NZ shares fall as Kathmandu, Xero give up
gains; A2 reaches record

New Zealand shares fell, with Kathmandu Holdings and Xero dropping while
A2 Milk Co hit a record high. Kathmandu Holdings dropped 1.8% to $2.24.
Yesterday, the retailer announced full-year profit rose as much as 13% to
between $37.4 million and $38 million after a successful winter sales season
and increased revenue from Australia. Earnings before interest and tax were in
a range of $56 million to $57 million, from $50.9 million in the previous year.

Xero gave up some recent gains, down 1.6% to $27.36, with Fletcher Building
also seeing some profit taking, dropping 1.1% to $7.88. Summerset Group led
the index lower, down 2.2% to $4.87, while Trustpower fell 2.1% to $5.70. A2
Milk Co was the best performer on the index, up 3.6% to $4.66, while Synlait
Milk gained 0.4% to $4.57. A2 and Synlait released a statement saying the two
are confident with the progress of their application to export a2 Platinum infant
formula to China from Jan. 2018.
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