
Governor Lowe’s ‘Yeah … Nah’ 
moment!
With 2/3rds of economists calling for a 
pause, RBA Governor Mr. Lowe said ‘yeah 

… nah’ and raised the cash rate 25bps to 
4.10%. The statement highlighted that, 

“Inflation has passed its peak but is still too 
high. It will be some time yet before it is 
back in the target range. Economic growth 
has slowed, and labour market conditions 
have eased, although they remain very tight. 
Wages growth has picked up in response to 
the tight labour market and high inflation. 
Housing prices are rising again (and while) 
some households have substantial savings 
buffers, others are experiencing a painful 
squeeze on their finances. The path to 
achieving a soft landing remains a narrow 
one. Some further tightening of monetary 
policy may be required to ensure that 
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inflation returns to target in a reasonable 
timeframe, but that will depend upon how 
the economy and inflation evolve.”

The rate hike ‘lit a match’ under the AUD 
as swap prices immediately jumped 
10bps given the hike went against 
forecasts. These moves were then 
consolidated overnight while the AUD 
strength also pulled the NZD higher, but 
whereas the AUD has reverted into its 
recent 0.6600-0.6800 range, the NZD is 
struggling to maintain momentum above 
the 0.6100 level. This saw the NZD/AUD 
fall to the 0.9100 level. Apart from the 
AUD, bonds markets remained calm with 
2-yr treasury yields 4bps higher at 4.52%, 
while the 10-yr is flat at 3.69%. Equity 
and commodity markets were also flat, 
although wheat prices were modestly 
higher following the damage to the 
Kakhovska hydroelectric dam. 

GDT doom and the gloom.
The overnight GDT auction produced 
another pessimistic print as the index 
eased a further -0.9%, but of greater 
concern was the poor performance of 
WMP which fell -3.0%, and while butter 
milk powder fell -2.4%, all other products 
were flat to positive at the auction. And 
looking at the wider basket of commodity 
prices, the local commodity index jumped 
0.3% in the month of May as “dairy prices 
lifted although prices for meat, export logs 
and aluminium fell.” In local currency 
terms the index gained 0.7%, supported 
by a 0.4% depreciation of the NZD 
against the USD.

What, the World bank is 
behind the curve? 
Who would have thunk it? The World 
Bank, never one to be at the cutting edge 
of economic forecasts, has upgraded its 
2023 global growth projections from 
1.7% to 2.1%. US GDP has been revised 
up to 1.1% from 0.5%, the Eurozone 
should advance by 0.4% against its prior 
0.0% call, while China should grow at 
5.6%, up from 4.3%. Unfortunately, the 
Bank has downgraded its 2024 global 
growth forecast to 2.4% from 2.7% 
citing the continuing effects of tighter 
monetary policy.

US economic optimism edged slightly 
higher to 41.7 from May’s 41.6, although 
it remains deeply pessimistic below the 
50 threshold and market forecasts of 
45.2. 

Growing rumours in China suggest there 
could be RRR and interest rate cuts in H2 
2023 after the China Securities Journal 
announced, “Low inflationary pressures will 
provide room for monetary easing.” Heck, 
even one of the local banks has a paper 
suggesting, “China’s post-Covid recovery 
looks to be stalling but, unlike other central 
banks, there’s pressure to keep policy loose 
and supportive.”

In a shock move, Saudi Arabia will spend 
billions merging the PGA and LIV tours. 
I’m sure it’s not about the money, it’s 
about what’s best for the game!
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