
RBA holds as expected
As expected, the RBA held its cash rate 
at 4.1% for the third consecutive meeting 
yesterday, which was also Governor, 
Philip Lowe’s final meeting, with his term 
ending on the 17th of September. The 
governor stated in the post-meeting 
assessment that “some further tightening 
of monetary policy may be required to 
ensure that inflation returns to target in 
a reasonable time frame, but that will 
continue to depend upon the data and the 
evolving assessment of risks.”

The RBA noted the surprise fall in the 
July CPI reading, stating that “inflation in 
Australia has passed its peak. But inflation 
is still too high and will remain so for some 
time yet.” It did warn that “The Australian 
economy is experiencing a period of 
below-trend growth” and that there are 

“significant uncertainties around the outlook”.
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Uh oh…
China’s Caixin Services PMI for August 
undershot expectations by a solid margin, 
sending the CNY, AUD and NZD tumbling 
against the USD, as questions again rose 
about the Chinese economy. The PMI 
printed 51.8 for August, well short of the 
53.6 expected, and a significant fall from 
July’s 54.1 reading. The report said it 

“signalled a softer expansion in service sector 
output in China during August. Business 
activity increased at the slowest pace in 
eight months. Notably, new business from 
abroad fell for the first time in 2023 so far.”

New Zealand’s commodity price index fell 
-2.9% for the third consecutive month in 
August, further sliding after July’s -2.6% 
fall, thanks to weak dairy prices. 

Australia’s Offshore Alliance Union 
is planning a full strike at Chevron’s 
Wheatstone and Gorgon LNG facilities, 
starting September 14 for two weeks, if 
its demands are not met. This does not 
bode well for inflation. The Australian 
current account data came in at 7.7bn 
for the quarter, down from 12.5bn 
and worse than expectations of 8.0bn. 
Australian final August composite and 
services PMIs came in at 48.0 and 47.8, 
respectively.

South Korea’s August CPI has risen at its 
fastest rate since January 2017, climbing 
1.0% in August, well up on the expected 
0.3% rise. For the year, headline CPI is up 
3.4% against expectations of a 2.7% rise.

The GDT auction last night was up 2.7%, 
with whole milk powder up 5.3%, milk 

fat up 2.7%, and butter up 1.1%. Cheddar 
was down -0.6%, skim milk powder was 
down -1.6%, and butter milk powder 
down -6.5%.

Phew…
Embattled Chinese developer Country 
Garden has avoided default, making its 
bond coupon payments of USD22.5m 
just in the nick of time. The payments 
were due today, otherwise the grace 
period would have expired, leaving the 
firm open to default demands from 
creditors.

Goldman Sachs has revised the 
probability of the US economy going into 
recession in the next 12 months, down 
from 20% to 15% in its latest update. 
According to GS, “this change reflects 
continued encouraging inflation news, a 
favourable real income outlook, and the 
decline in the jobs-workers gap.”

The latest bout of USD strength saw the 
yen at 147.75, its weakest level since late 
last year. It was also a fresh low for the 
year for the NZD/USD, which fell as low 
0.5860. The AUD/USD followed suit to 
as low as 0.6358.

The US 2-year was up to 4.9555, with the 
10-year at 4.2558.
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