
It’s my birthday …. so be nice! 

To celebrate me, the BoE undertook its 
largest rate hike in 27-years, raising the 
cash rate 50bps to 1.75%, with inflation 
expected to peak at 13.3% in October! 
It was their sixth consecutive hike, and 
while the GBP initially strengthened, the 
rally was short lived after the BoE forecast 
the UK will enter a recession in Q4 that 
will last for 5 quarters. Eight members of 
the MPC voted for the larger-than-usual 
rate increase, reasoning that the cost of 
not acting aggressively to bring inflation 
under control would mean greater pain in 
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the longer term. The fact that the Bank is 
stepping up the pace of rate hikes, while also 
forecasting a meaningful recession, shows 
how worried they are that worker shortages 
and supply issues could keep inflation 
elevated even as the economy weakens.

When asked about what the BoE would need 
to see to deliver another 50bps rate hike 
in September, the BoE Governor, Andrew 
Bailey, was a little vague announcing, “(It’s) 
important to have moved away from predictive 
forward guidance. Near-term inflationary 
pressures have intensified significantly. The 
uncertainty surrounding the outlook is except-
ionally high. Labour market may only loosen 
slowly in response to falling demand, but 
unemployment is expected to rise starting from 
next year. We don’t target the exchange rate, 
but we factor the impact on future inflation.”

In the US, initial jobless claims increased 
slightly to 260,000 against estimates at 
259,000. The Fed’s Atlanta GDPNow 
forecaster upgraded its Q3 projection to 
1.4% from 1.3%, while the June trade deficit 
narrowed to its lowest level in 6 months at 

‘just’ -USD79.6 billion.  

Ahead of tonight’s US employment data, 
JPM is forecasting the NFP headline number 
will fall to 200,000, which is at the lower end 
of forecasts at 250,000, as “the labour market 
appears to be softening on the margin” and that 
a recession is already underway. Morgan 
Stanley added, “We’re bearish on EUR/USD 
targeting 0.97. Eurozone growth data continue 
to appear challenged as high prices and sticky 

wages are seeing real disposable incomes fall. 
High natural gas prices and ongoing political 
uncertainty should keep investors cautious.”

Fed member, Loretta Mester, announced, 
“I would pencil in going a bit above 4.0% in 

Fed funds. We are not in a recession now, 
although recession rates have increased. 
Policy is working on the demand side, but 
that moderating demand is not yet impacting 
inflation.” Hedge Fund Manager, Jeffrey 
Gundlach, forecast the yield curve invers-
ion will worsen as “The 2-year 10-year yield 
curve inversion is gaining steam.”

China Securities Journal announced that 
China’s infrastructure investment is expect-
ed to increase 11.0% in 2022 while the 
government has announced it will inject 
USD47 billion into small and mid-sized 
banks.

In Australia, following on from last month’s 
AUD15.96 billion record trade surplus, 
the June surplus smashed that figure out 
of the ballpark reaching AUD17.67 billion 
as exports surged 5.0%, while imports 
increased a modest 1.0%!

Equity markets were quiet overnight 
following the BoE hike, although there 
was some good news as crude fell below 
USD89.00bbl while brent is at USD94.00. 
Surprisingly, bond markets were also 
stable with the US 10 Year T-bond 2bps 
lower at 2.675%, while the NZD was the 
best performer overnight as the USD 
weakened slightly.  
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