
The Governor is standing his 
ground
The Australian central bank Governor, 
Philip Lowe, gave his traditional post-RBA 
speech yesterday, and the man ‘isn’t for 
turning’ and was explicit in his assertion 
that there is no need to jump on to the 
central bank hiking bandwagon, stating 

“We’re prepared to be patient, we don’t need 
to move in lockstep with others. A rise in 
inflation does not require an immediate 
response (and it) remains to be seen if rates 
will rise this year. It’s unlikely that we will 
have to tighten aggressively to control 
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inflation and it’s still plausible that the first 
rate hike is a year or longer away.” 

He then re-asserted his stance that he 
won’t raise rates to counter the housing 
market adding, “High debt means the 
household sector will be responsive to higher 
rates (but the) solution to higher housing 
prices is not to put up interest rates,” before 
he reverted to his favourite topic, wage 
inflation, adding, “the wage price index is 
set to rise 2.75% this year and 3% over 2023, 
and we still expect GDP to grow in the March 
quarter, although only modestly.” He then 
finished with, “The end of bond purchase 
program does not mean a cash rate rise is 
imminent. It’s too early to conclude inflation 
is sustainably within its target range.”

In New Zealand, Q4 unemployment fell 
to its lowest quarterly level since the data 
started in 1985, easing to 3.2% when 3.4% 
was expected. In amongst the detail, the 
labour cost index was up +0.7% on the 
quarter and +2.8% on the year, which 
was slightly below forecasts of +0.9% and 
+2.9% while the participation rate was 
also below expectations, at 71.1% against 
71.2%. 

In the US, private businesses unexpectedly 
cut 301,000 workers in January, which 
was a complete contrast to the expected 
gain of 207,000 It was the first contraction 
in the data since December 2020 and the 
biggest since April 2020, as the omicron 
variant impacted the job market.

While everyone has been talking about 
Alphabet’s stellar results, the PayPal 
report highlighted some risks to the 
US economy after they announced, 

“Inflationary pressures impacted spending 
within certain segments of our user base, 
and the elimination of government stimulus 
had an impact as well. The persistence of 
inflationary effects on personal consumption 
and weaker consumer sentiment have led us 
to adopt a more cautious outlook.” 

Ahead of this week’s ECB meeting, annual 
inflation in the Euro-zone firmed to a fresh 
record high of 5.1% in January, which 
was up from December’s 5.0% while 
forecasters had predicated an easing to 
4.4%. Energy continued to be the biggest 
contributor increasing 28.6%, followed by 
food and, my personal favourite, alcohol 
and tobacco.

Equity markets shrug off 
geo-political concerns 
Equity markets looked through the geo-
political concerns and troop movements 
to extended gains for the fourth straight 
session. Commodity markets also posted 
modest gains although treasury yield 
slid with the T-bond down to 1.755%. 
Currency markets were steady ahead 
of the ECB, BoE, and Friday’s non-farm 
payrolls, although the EUR received a 
boost off the inflation numbers with it 
currently consolidating above the 1.1300  
level.
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