
The Clash summed it up best ...
… when they sung, ‘Should I stay or 
should I go,’ and that is the question the 
Governor will be asking himself this 
morning. Personally, I believe he should 
pause until the water has cleared when 
we will have a better understanding of 
the damage and be in a better position 
to ascertain the long-term impacts of the 
recent weather-related events. But this 
is more of a fiscal concern so I suspect the 
Governor will still hike.

The RBA minutes highlighted that a pause 
in the hiking cycle wasn’t considered 
at the February meeting as, “The Board 
considered a hike of 25bps or 50bps, a pause 
was not an option. (There were) arguments 
in favour of both options, but the board 
agreed the case for 25bps was stronger. 
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Households facing tighter budgets and 
falling real incomes argued for 25bps (while) 
upward surprises on inflation, wages argued 
for 50bps move. The data suggested more 
persistent inflation than expected. Monthly 
meetings allowed for frequent adjustments. 
The longer inflation stayed high, the greater 
the risk of price-wage spiral. The Board 
agreed further rate increases would likely be 
needed over the months ahead.”

The overnight GDT auction reverted 
to trend falling -1.5% with SMP falling 

-2.4% while WMP eased -2.0%. the only 
positives were butter and cheddar which 
rose 3.8% and 1.5% respectfully.

Most of the data overnight was second 
tier, although there were a few PMI prints 
to keep it interesting after February 
Euro-zone composite PMIs rose to their 
highest level in 9-months at 52.3 from 
50.3. The performance was driven by 
services, which had the strongest growth 
since June as, individually, France and 
Germany both moved into expansionary 
territory.  Investor sentiment in Germany 
also improved for a 5th straight month as 
the ZEW report saw expectations rise to 
28.1 from January’s 16.9.

But it was a different story in Japan 
after February Jibun preliminary PMIs 
saw manufacturing fall at its fastest rate 
in 2.5-years to reach 48.9, its fourth 
consecutive contraction. Conversely, 
non-manufacturing PMIs reached an 
8-month high at 53.6 which balanced out 
the composite print at 50.7. 

 

UK composite PMIs expanded for the 
first time in 6-months reaching 53.0, 
which was better than the 49.0 forecast, 
with the services sector driving most of 
the gains at 53.3. Furthermore, the UK 
generated a budget surplus of almost 
GBP5.4 billion in January, against 
expectations of a GBP400m surplus, 
with KPMG suggesting the Treasury 
could have as much as GBP30 billion 
additional income in the March budget 
than previously expected. 

So much for the good news! 
Despite the various positive PMI prints, 
equities continue to plunge with heavy 
weight indices down between 1.0%-2.0% 
primarily driven by disappointing results 
from major retailers. Furthermore, 
Morgan Stanley announced US equities 
have now reached the ‘death zone’ as 
the equity risk premium, which is most 
expensive since 2007, is flashing a major 
warning sign suggesting the S&P will 
slide as much as 26% in H2 23. Against 
this broad based equity weakness, 
commodities were steady after 
Goldmans suggested they may return 
more than 30% over the next 12-months, 
while treasury yields surged with the 
10-year US yield rallying 13bps higher to 
be at 3.95%. The USD continued to gain 
momentum, with the NZD/USD sitting 
on its overnight lows with the AUD/USD 
and EUR/USD trading in similar fashion. 
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