
Markets were largely focused on 
the US CPI release …
As opposed to the RBA rate cut, and with 
US core inflation exceeding expectations, 
the USD-index weakened, falling 0.5% 
throughout the session. The CHF, EUR 
and GBP were the main beneficiaries, 
with the NZD and AUD underperforming, 
gaining just 0.3%. Interestingly, US bond 
markets took a more pragmatic approach 
with the 2-year yield easing 4bps to 
3.74%, while the 10-years flatlined at 
4.28%. Equity markets also reacted 
positively, rallying 0.3%-1.3%, although 
commodity markets were mixed with 
energy products lower after natural gas 
prices fell 5.5% on record production and 
high storage levels.

One down … but how many will 
follow?
Yes, the RBA played to expectations, 
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cutting the Australian cash rate by 25bps, 
lowering it from 3.85% to 3.60%. 

The statement played as one would 
expect, “A further easing of monetary 
policy was appropriate given declines in 
underlying inflation back towards the target 
range band. Labour market conditions 
have eased further in recent months, but 
various indicators suggest that conditions 
remain a little tight”. The statement also 
highlighted the RBA believes the US 
tariffs will weigh on August inflation, 
while the central bank also adjusted its 
GDP forecasts a smidge lower. 

In the Q&A session, RBA Governor 
Michelle Bullock stated, “A measured, 
gradual approach to monetary policy easing 
is appropriate. The labour market has eased 
only gradually, with the unemployment rate 
still relatively low. The rise in unemployment 
in June was in line with forecasts and not 
considered a shock. There was no discussion 
of a larger rate cut. The forecasts imply that 
cash rate might need to be lower for price 
stability.”

Now … will the RBNZ and Fed follow suit?

The Fed is an interesting one, with 
unemployment starting to rise and 
inflationary pressures building in the 
pipe after last night’s US CPI inflation 
report showed that while the annual 
inflation rate held at 2.7% in July, defying 
forecasts of a tariff-driven rise to 2.8%, 
core inflation climbed from 2.9% to 3.1%, 
which was above expectations at 3.0%. 
On a monthly basis, CPI rose 0.2%, as 
expected, while core CPI increased 0.3%, 
its largest gain in 6-months.

The other data-relevant headlines 
overnight were … 

• The US federal budget deficit surged 
to USD291.0bn in July, worse than 
the forecast USD215.0bn and June’s 
unexpected USD27.0bn surplus.

• The German ZEW economic sentiment 
index disappointed after it dropped 
for the first time in 4-months to 34.7 in 
August, down from July’s 2-year high at 
52.7. Forecasts had been at 40. 

• UK payroll employment fell by 8k 
between June and July. While it was 
the eighth monthly fall in the past nine 
months, it was the smallest of those 
declines. This saw the unemployment 
rate flatline at 4.7%.

• UK regular pay, excluding bonuses, rose 
5.0% on the year, in the 3-months to June, 
unchanged on the prior period.

Trump starts on Powell …. Again!
Although, this time he threw in the added 
threat of a lawsuit, tweeting, “Jerome 

‘Too Late’ Powell must NOW lower the (Fed 
Funds) rate. Fortunately, the economy is 
sooo good that we’ve blown through Powell 
and the complacent Board” before adding, 

“I am considering allowing a major lawsuit 
against Powell to proceed because of the 
horrible, and grossly incompetent, job he 
has done in managing the construction of 
the Fed Building. Not good!”

After collecting the June data, Goldman’s 
analysis suggests foreign exporters have 
absorbed about 14% of the US tariffs, 
while American companies have taken on 
64% of the costs … which means the US 
consumer is absorbing the 22% balance 
through higher prices. Unfortunately, 
Goldman also projected consumer costs 
will jump a further 70% in the coming 
months. 
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