
The PBoC stands alone
The PBoC has stepped up to the plate  
again cutting the one year Loan Prime 
Rate (LPR) to 3.65% from 3.70% while the 
5-year LPR was cut to 4.30% from 4.45%. 
To provide some context, most new and 
outstanding loans in China are based on 
the one-year LPR, and while it was the 
LPR’s first cut since January, the 5bps cut 
is not as much as the 10bps cut that was 
expected.

RBNZ monetary policy committee mem-
ber, Adam Richardson, spoke with the 
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WSJ stating, “the inflation shock that is  
going on around the world continues to 
leak into domestic prices a bit more than 
we assumed. What we tend to find is that 
domestic inflation is a lot more persistent 
than the imported inflation.” In terms of last 
week’s meeting, it would appear a 25bps 
move wasn’t given much consideration 
as “it’s always in there, but it wasn’t a huge 
or major part of the discussion or landscape,” 
while long-term inflation expectations 
have remained “relatively well anchored. 
What we’ll be focused on is bringing core 
[inflation] measures down. You might see  
a bit of volatility in headline [inflation], but 
core will be the key focus for us.”  

Meanwhile, Deputy Governor, Christian 
Hawkesby, was also on the newswires 
adding, “the strategy is to get monetary 
policy conditions comfortably above neutral. 
We considered both a 25bps and 75bps 
hike before deciding to raise the cash rate by  
50bps this month. Once rates get to  
4.00-4.25%, we will have a more balanced 
view on policy outlook. (We are) projecting an 
environment where the economy cools.”

Bundesbank head and ECB Governing 
Council member, Joakim Nagel, announced, 

“the probability is rising that inflation will 
be higher than previously forecast and will 
average 6.0% sometime next year. Inflation 
could exceed 10% in the coming months. With 
the high inflation rates, further interest rate 
hikes must follow. The German economy is 

‘likely’ to suffer a recession over the winter if 

the energy crisis (specifically Russia cutting 
gas supply) continues to deepen.”

Most likely this is a tit-for-tat response to 
the unfortunate killing of the daughter of 
one of President Putin’s allies, but Russia 
has announced plans to close the Nord 
Stream gas pipeline for 3 days between  
31 August and 2 September, for ‘main-
tenance’. Once maintenance is complete, 
gas flow will be restored to the current 
level of 33 million cubic metres per day 
circa just 20.0% of Nord Stream’s capacity.

Sell off continues 
It was a sea of red overnight, the main 
victim and biggest loser being the Dow 
Jones, down 2.0%! While the S&P and 
tech-heavy Nasdaq were both down 2.0%. 
The primary driver here can be put down 
to markets reassessing the outlook for 
monetary policy after hawkish comments 
from multiple Fed policy makers last week. 

On the commodities front, natural gas is up 
4.0% and at levels last seen in 2008, while 
oil continues its downward trend. 

The NZD is significantly softer against the 
USD at 0.6168, while it holds flat against 
the AUD and it strengthened slightly 
against the EUR.
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