
More PBOC action to come

In the face of weakening Chinese data 
and the PBoC unexpectedly lowering its 
Medium Lending Facility (MLF) 1-year 
policy rate from 2.85% to 2.75%, and the 
7-day reverse repo rate from 2.1% to 2.0%, 
all eyes were on the Yuan fixing yesterday. 

The PBoC set the USD/CNY exchange 
rate higher (a weaker Yuan) as expected, 
at 6.7730 up from the previous day’s 
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mid-rate of 6.7410. The PBoC will meet 
again on Monday to set its MLF and repo 
facilities, with further easing expected. 

WTI crude oil traded at its lowest price 
since 3 February at USD86.82 as weak 
Chinese data solidified the market’s 
demand concerns. Further weakness 
could be seen this week as Iran is 
rumoured to be near reaching a deal with 
the west on its nuclear programme. 

The EU last week tabled a ‘final text’ of a 
new iteration of the nuclear deal, the Joint 
Comprehensive Plan of Action (JCPOA), 
while Al Jazeera has reported that Iran is 
close to agreeing to the deal. Of course, 
these are just rumours, but any concrete 
agreement with Iran is likely to have 
further downward effect on oil. 

Iran and Russia have strengthened ties in 
recent years, which has put a spanner in 
the works as far as the west is concerned. 

Barclays may be a bit late to the game 
with a downward revision to its year 
end oil price forecast but is still picking 
Brent crude above USD100 at USD103, 
down from USD111. Barclays remain 

“constructive on oil prices”, whatever that 
means. Keep an eye on oil because it will 
mean a lot for inflation numbers and how 
central banks react over the remainder of 
the year.

GDT Auction disappoints
It was yet another poor result at the GDT 
auction, with the index down 2.9%, for 
the 5th consecutive negative result, down 
5.0% previously. Anhydrous milk fat and 
whole milk powder lead the downward 
charge, plummeting 9.8% and 3.5% 
respectively. Skim milk, butter, and cheddar 
had marginal gains at 0.1% ,0.8% and 4.2%. 

In China, factory and retail activity slowed 
unexpectedly in July, prompting the central 
bank to cut key lending rates to shore up 
demand. Each data release out of China 
puts that optimistic growth target of 5.5% 
a little further out of reach. 

Overnight was relatively tame, with 
markets flat across the board, S&P  
was up 0.5%, and much the same in Euro-
pean markets. Asian markets were slightly  
down, and the Kiwi is down across the  
USD, AUD, and EUR. 

In the United States, building permits, a 
proxy for future construction, decreased 
1.3% to an annualised rate of 1.674 
million in July 2022, the lowest level since 
September last year. There seems to be 
a trend of weak data across the board, 
which adds to the narrative that inflation 
has ‘peaked’, although we have all heard 
that before, so let’s see what the rest of  
the week brings. 
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