
While the feel-good factor of 
my beautiful suntan is starting 
to disappear … 
 … the pessimism of markets continues to 
weigh on global sentiment. No doubt, it’s 
time to break out the sunbeds!  

Overnight saw a continuation of 
the recent trend, with US releases 
highlighting the strength of the US 
economy, while the releases from China 
continued their pessimistic tone. The 
US labour market remains tight after 
jobless claims eased to a 7-month low 
with claimants falling by 13k to 216k, 
which was well below the expected 
234k. Against this, the Chinese trade 
surplus slumped to its lowest level since 
May, at just USD68.4bn as exports fell 

-8.8%, while imports shrank -7.3%, which 
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saw the yuan fall to its lowest level this 
year at 7.3300 against the USD, with 
the potential to break out to its weakest 
levels since January 2008!

Australia also saw a decline in their trade 
surplus after it fell to AUD8.0b in July, 
which was significantly lower than June’s 
AUD10.3b in June, and market forecasts 
at AUD10.0bn. It was the smallest trade 
surplus since February 2022 as exports 
fell -2.0%, while imports surged 3.0%. 
It’s no wonder Australian PM, Anthony 
Albanese, has announced he will visit 
China later this year!

Market Alert’s favourite central bank 
Gover, Philip Lowe, gave his last speech 
yesterday as the head of the central bank, 
announcing, “My recent focus is the risk of 
wages and profits running ahead of rates. If 
this risk materialises and inflation became 
sticky, it would require tighter monetary 
policy. Interest rates influence housing 
prices, but not the reason Australia has 
some of the highest prices in the world. With 
the benefit of hindsight, my view is that 
we did do too much during the pandemic.” 
We must admit, it was refreshing to see 
a central bank Governor acknowledge 
some of the errors from his time in office 
although, I’m not optimistic this is a new 
trend! 

International colleague, and BoC 
Governor, Tiff Macklem, was also on the 
newswires cautioning, “We are concerned 
that progress in bringing down inflation has 
slowed. You can expect headline inflation 
is going to go up in the near term, before it 

eases” but then went a full 50-cents each 
way with, “Maybe we don’t need to do more, 
maybe we do need to do more,” while the 
Feds John Williams added, “Policy is in a 
good place, we are data dependent. We are 
seeing movement in the right direction for 
the economy.”

Eurozone GDP was up 0.1% for Q2 and 
up 0.5% on the year, with employment 
up 0.2% and 1.3% for the quarter and the 
year, respectively.

So, what did it all mean? With the 
overnight releases supporting what 
we already knew, the US-dollar index 
continued its trend to firm above the 
105.00 level, to reach a new 6-month 
high. In amongst this, the NZD and AUD 
flatlined, while EUR/USD is threatening 
to break the 1.0700 level. In the other 
markets, US Treasury yields gave up 
some of their recent gains with 2 and 10-
year yields easing 5bps and 3bps to 4.97% 
and 4.26% respectively, while equities 
continued their weakening trend posting 
modest falls, as did commodities.   

But are we about to enter a 
new bout of food inflation?
While the prices of dairy products 
wouldn’t necessarily justify this, it should 
be noted that sugar prices reached an 
11-year high overnight, while rice prices 
reached a 15-year high!  
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